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For  Reference 
Do  Not  Take 
From  the  Library 


Every  (Jtrbon  wvho  mjliciousi y 
cuts,  Ji-'tdcei,  breaks  or  injures 
any  book,  map,  chart,  picture, 
enyraving,  statue,  coin,  model, 
apparatus,  or  other  work  of  lit- 
erature, art,  mechanics  or  ob- 
ject of  curiosity,  deposited  in 
any  public  library,  gallery, 
museum  or  collection  is  guilty 
of  a  misdemeanor. 
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The  1993  Lexus  LS400:  The  Pursuit  Continues.  (j^J 


The  Relentless  Pursuit  Qf  Perfection. 


^1 


I 


Three  years  ago  when  we 
introduced  the  IS  400,  it  ms 
ed  as  nearly  perfect.  Our  engineers 

took  that  as  a  challenge. 


New  audible 
remote  entry  with  adjustable 
volume  control. 


Sensors  trigger pre-tensioning 
front  seat  belts  to  cinch  during  a 
severe  frontal  collision. 


Outside  temperature  display 
lets  you  know  what  youre  in  for. 


Driver's-  and  passengers-side 

airbags  are  set  to 
deploy  in  the  blink  of  an  ?ye.* 


An  air  filtration  system 
helps  reduce  pollen,  dust 
and  airborne  particles. 


An  available  Nakamichi 
audio  system  that  puts  many 
home  systems  to  shame. 


If  power  failure  occurs 
during  a  collision,  dual  airbags  are 
deployed  by  a  backup  system. 


Optional,  pocket-size  phone 
ingenious,  it's  not  only  portable, 
it's  voice-activated. 


Larger,  vented  disc 
brakes  provide  added  security 
even  in  adverse  conditions. 


A  light  sensor  remembers 
to  turn  your  headlights  on  or  off. 
even  when  you  forget. 


Redesigned  outside 
mirrors  help  prevent  buildup 
of  rain  and  snow. 


ier,  lower  prof  He  tires 
hug  curves  more  aggressively. 


Both  front  seats  adjust 
to  most  any  position  your  heart 
(or  back)  desires. 


Tire  noise  has  been 
altered  to  a  pitch  less  noticeable 
to  the  human  ear 


The  1993  LS400 
sets  a  new  standard 
for  the  world. 


■xm.  A  Dii.iMon  Of  Toyota  Motor  Sale\  U.S.A..  Inc.  Lexus  reminds  you  to  wear  seal  belts  and  obey  all  speed  lairs.  For  more  information,  call  800  872-5398  I800  USA.LEXI.  S).  For  the  hearing  impaired,  call  8O0.44:i-4999. 
driller's-  and  passenger's-side  Supplemental  Restraint  Svs/f  m  iSRSI  will  inflate  only  in  a  severe  frontal  impact.  In  a  moderate  collision,  the  three-point  seat  belt  provides  primary  protection:  the  airbag  will  not  inflate. 


486N  Specifications 

•  :).;  hit  Iiilcl  SX,  DXand  \       |)ni(  i'ss(>rs  al       :t:i,  5(1  and  Hll  MHz. 

•  4  MH  KAM,  cxpandahlf  l<>  4H  MB 

•  Ivdcal  lius  integrated  I  Utra  V(iA  '  Videci  with  graphics  acrelcnilnrs 

•  ,sr)-43()  MB  hard  drive 

•  A'l"  floppy  drive 

•  Three  Ki-hit  expansion  slot.s 

•  R(  )Mdiased  internal  diagniistie  and  system  guide 

•  Integrated  Flash  BIOS  and  hoot-ROM 

•  Mull  ilevel  hardware  security 

•  (  hip-upgradalile 

■Si]|;i;.'sl.  .i  I  S  lisl  |iri. csfcr  lir  IHlr  jr.N  ruid  HP  IKl,  :!:IN  Mi.ilrl  1  I'l  s  M.iMiliir  iii.l  iiii  liiih'il  tl'ri-ss  I  fc .r  HP  FirNi,  referpnce  t)iK-umont  II)  ti31(l,  Ii311,  (>313  Mlrri>s<ift  isatl  S.  repstertvi  tni<l' 
..I  Mi.  f.Mift  (  ,,r|M.r:ili..ii  Wliiil.ms:!  1  is  ;i  |in.<liii  I .  .1  Mi.  res., ft  I  ,.n«irati..n  Th.-  Iiil.l  Irisi.li- 1. is  ,i  I  S  Ira.l.-mark  .  if  Intel  Corporatiiin    «  1H!)2  HewlettPackaril  Company  PPG-ffifi 


t' 


fow  we're  calling  the  shots. 


lose  cheap  PCs  don't  stand  a 
ance.  Hewlett-Packard  has  intro- 
iced  486  models  starting  at  under 
,200.*  With  prices  of  our  entire  line 
HP  486  and  386  PCs  down  as  much 
42%  in  the  last  9  months. 

it  our  low  prices  have  not  come  at 
s  expense  of  quality,  performance 
the  features  you  want. 

scream  through  those  high- 
wered  Microsoft'  Windows  and 
iD  projects,  our  revolutionary 
■al-bus  technology  and  fast  graphics 
celerators  really  fly.  And,  with 


true  multivendor  compatibility, 
HP  PCs  fit  easily  into  your  computer 
environment. 

We've  also  made  big  advances  on  the 
networking  front.  Many  models  come 
with  preinstalled  network  interface 
cards  and  boot-ROMs.  And,  of  course, 
HP  PCs  are  fully  tested  and  certified 
with  all  the  major  NOSes. 

Our  security  features  are  so  conveni- 
ent your  people  will  actually  use  them. 
And  our  486  desktop  PCs  are  chip- 
upgradable.  So  you  can  count  on 
always  having  the  latest  and  greatest. 


All  this  for  as  little  as  $1,200!  And  for 
a  few  hundred  dollars  more,  we'll  throw 
in  a  hard  drive  with  preinstalled  DOS 
5.0,  Wmdows  3.1  and  a  mouse. 

To  be  a  winner  in  the  price  wars, 
call  1-800-752  0900,  Ext.  7094  for 

your  nearest  HP  PC  dealer  Or  call 
1-800-333-1917  from  your  fax  hand- 
set for  immediate  details.^  Then 
start  calling  the  shots. 


HEWLETT 
PACKARD 


NUMBER  3291 


Businessweek 
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PC  FEVER:  COMPAQ'S  ROSS  COOLEY  SAYS  "WE  WERE  DANCING  IN  THE  HALLS"  WHEN  THE  COMPANY'S  PROLINEA  COMPUTERS  SUCCEEDED 
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PRODUCTION 

Chonge  from  last  week:  0  3% 
Change  from  last  year:  2.2% 


1967^100  [four-week  moving  overoge) 


LEADING 

change  from  last  week:  -0, 1  % 
Change  from  last  year:  4.5% 
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The  production  index  increased  during  the  week  ended  Oct  10  On  a 
seasonolly  odjusted  bosis,  rail-freight  traffic,  along  with  output  levels  of  trucks  and 
coal,  advanced  Steel,  auto,  crude-oil  refining,  paperboard,  paper,  and  lumber 
production  declined,  while  electric  power  output  was  unchanged  for  the  week  Before 
calculation  of  the  four-week  moving  average,  the  index  stood  at  1  82  3,  little 
changed  from  a  revised  level  of  182.2  in  the  previous  week 

BW  production  index  copyriglil  1992  by  McGraw-Hill  Inc 


The  leading  index  fell  for  the  week  ended  Oct  10,  as  only  one  indicator  gov 
a  positive  reading  for  the  economy's  future.  That  was  on  improved  growth  rate  fc 
real  estate  loons  However,  o  lorge  deterioration  in  the  growth  rates  of  M2  an 
materials  prices  and  lower  stock  prices  were  big  negotives.  Bond  yields  and  th 
number  of  business  failures  were  unchanged  from  the  previous  week.  Befor 
calculation  of  the  four-week  moving  overage,  the  index  slipped  to  216.2  from  216.i 
Leading  index  copyrigtit  1  992  by  Center  for  Internationa!  Business  Cycle  Research 


PRODUCTION  INDiarORS 

1  LEADING  INDICATORS 

Latest 
week 

Week 
ago 

%  Change 
year  ago 

Latest 
week 

Week     %  Choi 
ago      year i 

STEEL  (10/17)  thous.  of  net  tons 

1,693 

1,614# 

0.9 

STOCK  PRICES  (io/i6)S&P500 

409  49 

405.88 

AUTOS  (10/17)  units 

1  16,649 

1  17,248r# 

-14.6 

CORPORATE  BOND  YIELD,  Aao  (10/16) 

7.96% 

7.92% 

TRUCKS  (10/17)  units 

91,388 

87,206r# 

3.0 

INDUSTRIAL  MATERIALS  PRICES  (10/16) 

96.9 

97.1  ( 

ELECTRIC  POWER  (lO/l  7)  millions  of  kilowatt-hours 

53,810 

53,879# 

2.9 

BUSINESS  FAILURES  (io/9| 

349 

349 

CRUDE-OIL  REFINING  (10/17)  thous.  of  bbl./day 

13,469 

13,492# 

3.7 

REAL  ESTATE  LOANS  (i  0/7)  billions 

$399.7 

$396.9r 

COAL  (10/10)  thous.  of  net  tons 

18,809# 

18,470 

-5.7 

MONEY  SUPPLY,  M2  (io/5) billions 

$3,420.3 

$3,445.5r  1 

PAPERBOARD  (lO/lO)  thous.  of  tons 

785. 8# 

807.0r 

-1.4 

INITIAL  CLAIMS,  UNEMPLOYMENT  (10/3)  thous 

383 

399r 

PAPER  (10/10)thous.oftons 

751  0# 

762  Or 

-5.1 

Sources:  Standard  &  Poor's,  Moodys,  Journal  of  Commerce  (index:  1980-100),  Dun  &  Br 
street  (failures  of  large  companies).  Federal  Reserve  Board,  Labor  Dept.  CIBCR  seasonally  adj 
data  on  business  failures  and  real  estate  loons 

LUMBER  (10/10)  millionsotft 

466  8# 

476.9 

-6  8 

RAIL  FREIGHT  (lO/lO)  billions  of  ton-miles 

21  7# 

21.4 

1.9 

Sources:  American  Iron  &  Steel  Institute,  Ward's  Automofive  Reporfs,  EcJison  Electric  Institute. 
American  Petroleum  Institute,  Energy  Dept.,  American  Paper  Institute,  WWPA',  SFPA-,  Association 
of  American  Roilroads 


RRONTHLY  ECONOMIC  INDICATORS 


fOREIGN  EXCHANGE 


Latest 

Week 

Year 

week 

ago 

ago 

JAPANESE  YEN  (10/21) 

122 

121 

131 

GERMAN  MARK  (10/21) 

1.51 

1.46 

1.70 

BRITISH  POUND  (10/21) 

161 

1,71 

1.71 

FRENCH  FRANC  (10/21) 

5.12 

4.97 

5.77 

CANADIAN  DOLLAR  (10/21) 

1.24 

1,24 

1,13 

SWISS  FRANC  (10/21) 

1.35 

1.30 

1.48 

MEXICAN  PESO  (10/21) 

3,1  18 

3,096 

3,062 

Sources:  Mojor  New  York  bonks  Currencies  expressed  in  units  per  U  S  dollar,  except  for  Bntisfi 
pound  expressed  in  dollars 


Latest 

Week 

%  Change 

week 

ago 

year  ago 

GOLD  (10/21)  $/troyoz. 

343  750 

343.750 

-5.1 

STEEL  SCRAP  (IO/2O)  #1  heavy,  $/ton 

89.50 

89  50 

-7.7 

FOODSTUFFS  (10/19)  index,  1967=100 

196.4 

198.4 

-5.3 

COPPER  (10/17)  c/lb. 

104  5 

105.8 

-5.3 

ALUMINUM  (10/17)  c/ib. 

54  0 

55.0 

1.9 

WHEAT  (10/ 17)  #2  hord,  $/bu. 

3.61 

3  56 

0  3 

COTTON  (10/17)  strict  low  middling  1-1/16  in. 

C/lb.  50.65 

49.94 

-12,9 

Sources:  London  Wednesday  final  setting,  Chicogo  morket,  Commodity  Research  Bureau,  Metois 
Week.  Kansas  City  market.  Memphis  market 


Latest 
month 

Month 
ago 

%  Chai 
year  1 

HOUSING  STARTS  (Sept  )  annual  rote,  thous. 

1,256 

!,239r 

2 

INDUSTRIAL  PRODUCTION  (Sept  )  total  ,ndex 

108.6 

108.9r 

CAPACITY  UTILIZATION  (Sept ) 

78.4% 

78.7%r 

CONSUMER  PRICE  INDEX  (Sept ) 

141.3 

140.9 

Sources:  Commerce  Dept ,  Federal  Reserve  Board,  BIS 

MONETARY  INDICATORS 

lotest 
week 

Week 
ago 

%  Cha 
year 

MONEY  SUPPLY,  Ml  (io/5) 

$1,000.6 

$992.0r 

1 

BANKS'  BUSINESS  LOANS  (io/7) 

277.4 

278.6r 

FREE  RESERVES  (lo/U) 

930 

946r 

2 

NONFINANCIAL  COMMERCIAL  PAPER  (io/7) 

145.2 

136.7 

Sources:  Federal  Reserve  Board  (in  billions,  except  for  free  reserves, 
two-week  period  in  millions) 

which  ore  expressed  f< 

MONEY  MARKET  RATES 

Latest 
week 

Week 
ago 

V 

FEDERAL  FUNDS  (10/20) 

2.97% 

3.53% 

5.2 

PRIME  (10/21) 

6.00 

6.00 

8.0 

COMMERCIAL  PAPER  3-MONTH  (IO/20) 

3.46 

3.14 

5  3 

CERTIFICATES  OF  DEPOSIT  3-MONTH  (10/21) 

3.42 

3  11 

5  3 

EURODOLLAR  3-MONTH  (10/17) 

3.29 

3  10 

5  3 

Sources:  Federal  Reserve  Board,  First  Boston 


#Raw  data  in  the  production  indicotors  ore  seasonally  adjusted  m  computing  the  BW  index  (chart),  other  components  (estimated  and  not  listed)  include  machinery  ond  defense  equ  ; 
I  ^Western  Wood  Products  Assn.     2  ^Southern  Forest  Products  Assn      3^  Free  market  volue     NA-Not  available     r^  revised     NM  =  Not  meaningful 
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Does  your  corporate  bank 
see  the  fiiture  or 
focus  on  the  past  ? 


LTCB  enables  you  to  see 
a  world  of  financial  possibilities. 

We  scan  the  horizon  for  new  ideas.  Our  global  vision  and  innova- 
tive ideas  can  complement  your  own  strategic  planning— and  bring 
things  into  sharper  focus. 

Money  isn't  everything...especially  in  finance.  Sometimes  you 
need  a  bank  with  the  right  perspective. 


LTCB 


The  Long-Term  Credit  Bank  of  Japan,  Limited 

Tokyo,  London,  Paris,  Bmssels,  Frankfurt,  Zurich,  Milan,  Madrid, 
New  York,  Chicago,  Ixis  Angeles,  Greenwich,  Philadelphia,  Toronto, 
Atlanta,  Dallas,  Mexico  City,  Sao  Paulo,  Hong  Kong, 
Singapore,  Seoul,  Beijing,  Shanghai,  Guangzou,  Bangkok, 
Kuala  Lumpur,  Jakarta,  Sydney,  Melbounie 


"Being  a  young  global  company  can  cause  the  doesn't  mean  turning  everything  upside  c 

occasional  growing  pain  but  it  has  a  lot  of  It  has  always  been  a  part  of  our  culture.  We 

advantages.  We  can  avoid  the  mistakes  made  have  40  highly  independent  business  un 

by  our  older  brothers.  For  us,  decentralization  My  job  is  to  set  the  framework.  And  give  i 


Akzo  is  one  of  the  world's  leading  companies  in  selected  areas  of  chemicals,  fibers,  coatings,  salt  and  health  care  prci 
Some  63,000  people,  active  in  50  countries  around  the  world,  make  up  the  Akzo  workforce.  For  more  information,  write 
Akzo  America  Inc.,  Corp.  Comm.  Dept./Ri ,  300  South  Riverside  Plaza,  Chicago,  II.  60606.  Phone  (312)  906-7500. 


Aarnout  A.  Loudon,  Chairman  of  the  Board  of  Management  of  Akzo: 


o  move  within  it.  I'm  Involved,  but  I  don't 
re.  Our  business  units  are  both  global 
5  and  local  entrepreneurs.  It's  all  part  of 
;ig  the  right  chemistry." 


CREATING  THE  RIGHT  CHEMISTRY 
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WHY  CREDIT  UNIONS 
LOOK  SO  GOOD 


I feel  compelled  to  respond  to  "Credit 
unions  are  oases  in  a  desert  of  banks 
and  thrifts"  (Economic  Trends,  Oct.  12) 
about  Veribanc  Inc.  reporting  that  the 
credit-union  industry  earns  an  average' 
annualized  return  on  assets  of  1.25%,  as 
compared  with  the  commercial-banking 
industry  return  on  assets  of  0.94%. 

Your  readers  should  note  that  credit 
unions  pay  no  federal  income  tax.  If 
credit  unions  were  subject  to  the  same 
taxes  that  banks  and  other  corporations 
are,  I  would  dare  say  that  the  annual- 
ized return  on  assets  produced  by  credit 
unions  would  be  substantially  less  than 
what  was  reported.  Do  you  suppose  it's 
time  they  paid  their  fair  share? 

Tim  Cochrane 
President,  CEO 
Six  Rivers  National  Bank 
Eureka,  Calif. 

COLLEGE  FUNDING: 

A  COURSE  IN  REALITIES  

The  article  "College  cash:  A  study 
guide"  (Personal  Business,  Sept.  14) 
was  certainly  an  eye-opener  for  the 
thousands  of  families  already  strapped 
beyond  comprehension  with  debt  on 
home,  cars,  and  other  personal  needs. 

Before  a  young  person  even  reaches 
maturity,  he/she  can  now  be  in  debt  to 
the  tune  of  $54,000.  That's  incredible! 
The  sad  part  of  all  of  this  is  that  the 
students  and  their  parents  are  going  to 
be  forced  to  go  into  this  kind  of  debt. 

If  this  economy  does  not  pick  up  in  the 
next  year,  these  students  and  their  par- 
ents will  have  no  recourse  but  to  default 
on  these  loans  in  record  numbers.  Since 
the  lending  institutions  are  guaranteed 
their  money,  the  taxpayer  again  will  foot 
this  bill. 

Where  does  all  of  this  stop?  It  is 
laughable  that  Congress  passed  a  bill  in 
such  hurried  fashion,  making  the  pro- 
gram sound  lucrative  for  these  families 
in  need  of  college  money.  Yet,  in  the 
same  breath,  Congress  did  not  make 
more  Pell  Funds  available  for  use,  only 
loans.  I  would  guess  that  since  our  gov- 
ernment sees  no  need  in  lowering  the 


deficit,  its  mentality  is  to  see  that 
consumer  also  is  just  as  deeply  into 
same  soup. 

Carol  J.  Baud 

c 

College  Consultant  Servi 
Mentor,  0 

PROP  167:  DON'T  WRITE  OFF 
CALIFORNIA  YET  

■ read  with  some  disappointment  y< 
article  "California,  here  I  go"  (Top 
the  News,  Sept.  28)  that  carried  my 
ture.  While  it  was  very  accurate  desc: 
ing  the  impact  that  Proposition 
would  have  on  attracting  jobs  to,  or 
taining  jobs  in,  California,  its  tone  is  t 
California  was  "once"  business'  pn 
ised  land  . . .  described  improperly  in  p 
tense.  California  is  not  lost — at  least 
yet.  People  are  willing  to  fight  for  h 
The  job  creators  in  California,  for 
first  time  in  many  years,  finally  unc 
stand  that  they  must  make  themsel 
heard  by  the  California  legislature.  T 
California  Chamber  of  Commerce, 
California  Business  Roundtable,  M 
chants  &  Manufacturers  Assn.,  and  o' 
400  other  business  organizations 
supporting  most  of  the  recommen 
tions  to  cure  California's  ills  set  forth 
the  Ueberroth  Report  (the  Council 
Competitiveness)  presented  to  the  gov 
nor  and  to  the  legislature  at  the  end 
April,  1992.  Business  leaders  feel  tl 
California  is  a  state  worth  saving 
intend  to  fight  for  it  rather  than  ab 
don  it. 

Wilford  D.  Godbold 
President,  C 
Zero  Co 
Los  Ange 

SIEMENS  IS  RIGHT  UP 
IN  HITACHI'S  CLASS  

Your  article  "Inside  Hitachi"  (Co' 
Story,  Sept.  28)  provided  an  int 
esting  discussion  of  a  respected  comp' 
tor.  I  feel  obliged  to  point  out,  howev 
that  you  have  somewhat  overstated 
position  of  this  company  within  the  gl 
al  electrical /electronics  industry.  Fii 
Siemens  is  well  known  to  address 
full  range  of  business  sectors  sugges 
as  being  unique  to  Hitachi.  Althou 
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"I  hear  you  made  a  breakthrough  in  the  lab!' 


"That's  right.  No  one's  published  on  it  yet'. 
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ific!  You'll  be  the  first!' 

"Looks  that 

way.  I  ei'en  checked  patents'.' 

1     f3    ■                     50S4  TMZ  . 
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s  going  to  be  really  big!' 


"/  think  so'.' 


'So  where  are  you  getting  so  much  help? 


The  answer  is  in  Dialoi 


nuation— complete,  precise,  up- 
hv  minute.  It's  your  most  powerful 
ai  ch  tool.  Find  exactly  what  you 
1  to  know  fast  in  Dialog^  the  world's 
At  electronic  library.  Wc  offer  over 
J.iverse,  detailed  databases  readily 
ssible  online  via  computer  and 
U  rn,  many  even  on  compact  disc. 


You  probably  won't  have  to  look 
anywhere  else. 

See  your  Information  Specialist 
about  Dialog,  or  call  for  a  free  kit  on 
Dialog  information  for  vour  field. 


1-800-3-DIALOG 


Outside  US-.  41"^  858  3785  Fax  415-858  7Uo9 

DIALOG  INFORMATION  SERVICES,  INC. 

A  KNIGHT-RIDDER  COMPANY 


Dialog  Tools  for  Research  &  Technolo^: 
Research  and  industry  news,  plus  patent, 
trademark,  regulatory  and  competitive 
data.  Conference  proceedings  and  jour- 
nal papers;  neivspapers,  newsletters  and 
environmental  data;  technical  hand- 
books and  encyclopedias.  Some  sources 
updated  as  often  as  daily;  newswires 
updated  continuouslv 


'.  Dialog  Information  Services,  Int ,  3460  Hlllview  Avenue,  Palo  Alto,  California  94304  All  nghts  reserved  PIALOG  is  a  serMLemark  ol  Dialos  Information  SerVK.  s,  !ne  ,  KeKistered  L'  S  Patent  and  Trademark  Office 


To  run  an  entire  library  of 

inside.  What  you  may  not  know  is  that 
Microsoft,  Borland,  Lx)tus,  Novell,  plus  thousan 
of  other  softwai'e  developers  write  and  test 
their  applications  on  that  same  vital  ingredier 
a  genuine  Intel  CPU. 

At  Intel  we  subject  all  our  microprocesso; 

ii)|W2  Intel  Corporutmn  Intel48h  l^  a  iMdcniark.  and  Inlel  Inside  and  Ihc  Inlcl  Inside  logo  are  rcgislcrcd  Iradcmarks  ol  Intel  Corporalion 


Ask  for  PCs  with  the 
Intel  Inside  symbol. 

When  you  see  the  Intel  Inside 
sticker  on  the  outside  of  a  PC,  you 
know  there's  an  Intel  32-bit  microprocessor 


¥are, 

extensive  testing.  For  example,  each 
{ci486'"  CPU  actually  goes  through  over  10 
illion  tests.  This  assures  you  that  it  func- 
)ns  identically  to  the  one  your  software 
IS  tested  on. 
; ;  So  look  for  the  Litel  Liside  symbol  on 


your  next  PC.  Its  your  library  card  to  the 
worlds  most  popular  software  applications. 
For  more  information,  call  1-800-228-4549. 

intel» 


generating  "only"  $45  billion  in  1991 
sales,  our  $4.9  billion  R&D  investment 
surpasses  the  figure  for  Hitachi  by  over 
20%  and  is  every  bit  as  focused  on  inte- 
grating "building  blocks"  into  systems 
for  the  future. 

Perhaps  as  important  as  the  capabili- 
ties of  any  single  corporation,  however, 
may  be  the  scope  and  effectiveness  of 
its  strategic  alliances.  As  you  point  out, 
Hitachi  is  something  of  a  "loner."  The 
recent  agreement  for  the  development 
of  advanced  memory  circuits  between 
Siemens,  IBM,  and  Toshiba  is  but  one 
example  of  a  powerful  augmentative 
strategy  for  addressing  the  demands  of 
the  21st  century. 

Albert  Hoser 
President,  CEO 
Siemens  Corp. 
New  York 

THE  LONG-TERM 

VISION  AT  PAC  TEL  

Your  article  "The  Baby  Bells'  painful 
adolescence"  (Special  Report,  Oct. 
5)  incorrectly  stated  we  had  expected 
profits  from  foreign  ventures  to  be 
"kicking  in"  at  this  time.  Your  "Portrait 
of  the  Boss"  (Cover  Story,  Oct.  12)  fea- 
ture may  have  reinforced  this  misim- 
pression  by  stating  these  operations 
"have  yet  to  pay  off." 

In  fact,  we  have  neither  anticipated 
nor  projected  short-term  profits  in  these 
operations.  We  have  invested  in  these 
unique  opportunities  to  build  long-term 
gains  and  do  not  expect  profits  from  our 
recently  completed  German  cellular  sys- 
tem before  1994. 

If  we  continue  to  win  additional  li- 
censes, the  requisite  investment  could 
mask  positive  returns  beyond  that  time. 
Our  goal  here  is  to  deliver  long-term 
value  to  our  owners. 

Sam  Ginn 
Chairman,  CEO 
Pacific  Telesis  Group 
San  Francisco 

SHEARSON  DIDN'T  ACT  IMPROPERLY 
WITH  COMPUTERViSION  

Your  article,  "The  fingers  pointed  at 
Shearson"  (Finance,  Oct.  19)  is  an 
unbalanced  account  of  Shearson  Lehman 
Brothers'  role  in  the  initial  public  offer- 
ing of  Computervision  Corp.  common 
stock.  The  article  leaves  the  impression 
that  Shearson  could  not  properly  act  as 
a  lead  underwriter,  given  its  ownership 
interest. 

There  is  no  basis  to  this  claim.  Invest- 
ment banks  traditionally  act  as  lead  un- 
derwriter of  offerings  where  they  have 
an  ownership  interest.  Of  the  14  reverse 
LBOs  involving  investment-bank  owner- 


ship since  1990,  the  owner  (or  partial 
owner)  has  been  the  lead  underwriter  in 
all  but  a  single  instance  where  there  was 
an  initial  public  offering.  The  reason  for 
this  is  simple:  Investors  expect  the  in- 
vestment banks  to  take  a  lead  role  in 
stock  offerings  of  this  kind. 

Underwriters  have  clearly  defined  re- 
sponsibilities, but  they  do  not  extend  to 
events  over  which  they  have  no  con- 
trol— in  this  case,  the  unexpected  decline 
of  Computervision  stock.  The  article 
should  have  taken  more  care  in  making 
this  important  distinction. 

Howard  L.  Clark  Jr. 
Chairman,  CEO 
Shearson  Lehman  Brothers 
Holdings  Inc. 
New  York 

Editor's  note:  Samuel  L.  Hayes  HI,  a 
professor  of  investment  banking  at 
Harvard  business  school  who  was 
quoted  in  our  story,  says  he  was  wrong 
in  saying  that  it  is  unusual  for  an 
investment  bank  with  an  ownership 
interest  to  be  a  lead  underwriter  in  the 
offering.  Professor  Hayes  does  believe, 
however,  that  this  practice  represents  a 
conflict  of  interest. 

ONLY  SPENDING  CUTS 
CAN  REDUCE  THE  DEFICIT 


I  either  a  constitutional  amendment 
I  nor  legislation  can  balance  the  bud- 
get ("Can't  live  with  'em,  can't  live  with- 
out 'em,"  Economics,  Sept.  7).  And  if  the 
President  doesn't  have  line-item  veto  au- 
thority, neither  can  he.  Only  Congress 
can  enact  the  spending  cuts  necessary 
for  any  rational  deficit-reduction  effort, 
and  Congress,  controlled  by  Democrats, 
has  yet  to  meet  an  entitlement  program 
it  didn't  like.  If,  by  some  freak  occur- 
rence, enough  people  realize  before  the 
election  that  government  has  screwed 
up  enough  programs,  maybe  the  im- 
mense burden  that  the  health  care,  job- 
training,  environment,  and  welfare  pro- 
grams (and  related  taxes)  Bill  Clinton 
and  a  Democratic  Congress  would  im- 
pose can  be  avoided. 

Never  mind,  I'll  just  go  ahead  and 
liquidate  my  portfolio. 

R.  Brian  Weeks 
Arlington,  Tex. 

WHEN  CHEAP  DOLLARS  HELP  U.  S. 
EXPORTERS,  AND  WHEN  THEY  DON'T 

There's  no  doubt  that  the  dollar  drop 
has  a  bright  side  for  some  U.  S.  ex- 
porters, and  a  low  dollar  may  increase 
exports  ("The  buck  stops  where?,"  Inter- 
national Business,  Sept.  7).  True — as 
long  as  it's  stable  and  reflects  the  true 
value  of  a  currency.  An  undervalued  and 


highly  fluctuating  dollar,  as  we  have  ai 
in  the  past  two  years,  just  creates  co  'u 
sion  and  is  not  a  healthy  base  for  h( 
export  of  U.  S.  products. 

Many  European  managers  would  k( 
to  do  business  with  U.  S.  companies,  u 
a  stable  dollar,  even  at  a  higher  ksl 
would  be  much  more  desirable  to  coma 
nies  in  Europe  than  this  fluctuating  ol 
lar,  which  makes  it  hard  to  plan  eveni' 
months  ahead. 

I've  seen  many  promising  projects 
sound  business  efforts  of  American  1 
nessmen  being  jeopardized  by  high  1., 
tuations  in  the  exchange  rate  of  the  bl 
lar  to  major  European  currencies.  Vfi 
can  one  possibly  plan  to  use  U.  S.-mB( 
parts  on  a  large  scale  in  product  tcs^ 
rolled  out  in  a  year  or  so  if  there's 
chance  that  all  of  a  sudden,  these  p;t: 
may  be  easily  20%  more  expensive  ti 
planned  on  today? 

Mark  Bis( 
Bellevue,  W:i 

THE  FAULTY  MATH 

OF  CLINTONOMICS  

■ read  with  dismay  Alan  S.  Blind-': 
article  entitled  "Clintonomics:  Fipp 
the  merits  along  with  the  math"  (1 
nomic  Viewpoint,  Sept.  21).  In  thi.^  ;r 
cle.  Blinder  states  that  Clinton's 
posed     government  mandates 
maternity  leave,  health  insurance, 
the  environment  would  have  no  net 
pact  on  jobs,  since  for  every  joli 
there  would  be  a  new  job  created, 
example,  he  contends  that  if  govern ii : 
mandated  "a  highly  polluting  indusu 
clean  up  its  act,  that  industry  mi 
have  to  contract."  However,  he  says  i 
the  "labor  and  capital  [would]  migr.u 
other,  less  polluting  industries  . 
jobs  aren't  lost  in  the  long  run. 
just  move."  Blinder's  nev/  math  ui 
have  us  believe  that  "1-1  =  0,"  \^^ 
net  job  loss. 

Unfortunately,  in  a  global  ecni 
mandates,  if  not  well-conceived  oi 
done  by  well  meaning  officialdoii: 
drive  jobs,  capital,  and  industries  n 
seas,  where  mandates  are  less  scv 
and  U.  S.  jobs  would  be  certainly  ! 
This  old  fashioned  math  would  yield 
1  =  -1,"  which,  I  believe,  would  not 
in  the  long-term  best  interest  of 
U.S.  economy.  1  would  rather  stu  ; 
old-fashioned  math. 

Douglas  M.  McGraime 
Comi).' 
White  Plains,  v 


Letters  to  the  Editor  should  be  sent  to  Rer 
Report,  Business  Week,  1221  Avenue  of  the 
cos.  New  York,  N.  Y.  10020.  Fox:  (212)  511 
Telex:  12-7960,  Intl.  4998204.  All  letters  mui 
elude  on  address  and  daytime  and  evening 
phone  numbers.  We  reserve  the  right  to  edit  le 
for  clarity  and  space. 
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G)sdier  than  a  corpotate  jet. 


The  company  mail  cart  has  quietly  become  a 
vehicle  of  runaway  abuse.  According  to  a  Wall  Street 
Journal  report,  the  impulse  to  "overnight  it"  needlessly 
cost  American  businesses  over  ^3  billion  last  year. 

No  one  is  more  alarmed  by  this  than  UPS, 
because  no  one  is  more  cjualified  to  prevent  it.  After 
all,we  ofFer  you  a  broad  array  of  cost-effective  shipping 


options.  Including  ground,  two-day  air,  and  interna- 
tional air.  As  well  as  overnight  air  delivery  Monday 
to  Satutxday  for  far  less  than  our  competitors  charge. 

If  that  land  of  cost  control  appeals  to  you,  just 
call  UPS.  We  consider  every  package  to  be  |  ^  | 
a  priority.  VCfe  just  don't  price  them  that  way.  |jjpg| 


We  run  the  tightest  ship  in  the  shipping  business. 


SELLING  OUR  SECURITY:  THE  EROSION  OF  AMERICA'S  ASSETS 

By  Martin  and  Susan  J.  Tolchin 
Alfred  A.  Knopf  •  427pp  •  $25 


AMERICA'S 

DANGEROUS  LIAISONS 


hi  one  in  the  White  House  seems 
vvilhng  to  admit  saying  "there  is 
1  no  difference  between  computer 
chips  and  potato  chips."  Yet  the  remark 
is  frecjuentiy  ascribed  to  unnamed  aides 
to  President  Bush  or  to  members  of  his 
Cabinet.  Ross  Perot  used  it  in  the  Oct. 
11  Presidential  debate.  The  quote  also 
appears  in  Selling  Our  Securiti/:  The 
Erosion  of  America's  Assets. 

Whether  anyone  in  authority  actually 
said  it  is  almost  beside  the  point:  The 
alleged  remark  perfectly  sums  up  the 
Reagan  and  Bush  Admin- 
istrations' aversion  to  in- 
dustrial-policy planning. 
In  their  thinking,  sales  of 
computer  chips  and  pota- 
to chips  both  contribute  to 
the  gross  domestic  prod- 
uct, and  government 
shouldn't  try  to  discour- 
age one  and  encourage 
the  other.  The  market, 
the  theory  holds,  allocates 
resources  and  invest- 
ments far  better  than 
Washington  could. 

Selling  Our  Security, 
by  Martin  and  Susan  J. 
Tolchin,  details  why  this 
philosophy  is  simplistic 
and  even  dangerous.  Us- 
ing dozens  of  examples, 
the  Tolchins  outline  a  pattern  of  neglect 
they  say  has  hurt  the  U.  S.  economy  and 
undermined  national  security.  Making 
computer  chips,  they  note,  entails  tech- 
nological spin-offs  and  cross-fertilization 
throughout  the  electronics  industry  that 
can  never  be  matched  by  producing  an 
equivalent  amount  of  potato  chips. 
Across  a  wide  range  of  high-tech  goods 
vital  to  national  economic  and  military 
security — including  flat-panel  displays, 
robotics,  and  superconductors — U.  S. 
companies  are  at  risk  of  being  hollowed 
out  while  high-skilled  jobs  are  lost. 

"The  failure  of  American  firms  has 
been  blamed  on  the  shortsightedness  of 
American  management, "  the  Tolchins 
note,  "but  there  has  been  complicity  on 
the  part  of  government  officials  who  are 
wedded  to  outmoded  and  unrealistic  lais- 
sez-faire ideologies."  As  they  point  out, 
there  are  signs  of  hope.  For  one,  the 
Bush  Administration  has  grudgingly 
complied  with  congressional  mandates  to 


compile  lists  of  critical  technologies  and 
examine  the  national  security  impact  of 
foreign  takeovers.  A  Clinton  White 
House  would  carry  that  ball  still  further. 

The  Administration's  hands-off,  free- 
market  approach  sounds  like  Adam 
Smith  talking,  and  it  is.  But  fans  of  this 
approach  also  find  persuasive  lessons  in 
contemporary  events.  The  cold  war,  af- 
ter all,  was  fought  against  a  communist 
system  that  employed  centralized  plan- 
ning to  disastrous  effect.  In  the  past 
decade,  the  term  Eurosclerosis  was 


rms  makers  in 


the  U.S.  now  \ 
rely  on  foreigners  '. 
for  critical  . 
components 


coined  to  descrilie  a  system  so  paralyzed 
by  regulation  and  tax-supported  subsi- 
dies that  almost  no  jobs  were  created. 
And  when,  in  the  1970s,  the  U.  S.  gov- 
ernment did  try  its  hand  at  planning — 
"picking  winners  and  losers,"  as  critics 
saw  it — bureaucrats  often  proved  inept 
or  prone  to  pork-barrel  extravagance. 
Billions  were  wasted,  for  example,  on 
the  Synfuels  shale-oil  project  and  Ten- 
nessee's Clinch  River  Breeder  Reactor. 

As  foreigners  bought  up  American 
companies,  research,  and  technology  in 
the  late  1980s,  almost  anyone  who  sug- 
gested that  something  unseemly  was 
afoot  was  accused  of  xenophobia  or  rac- 
ism. Anyway,  the  Japanese  seemed  per- 
fectly happy  to  overpay  for  U.  S.  real 
estate.  Treasury  securities,  corporations, 
technology,  and,  above  all,  Washington 
lobbyists.  So  where  was  the  harm? 

All  around  us,  the  Tolchins  maintain. 
First,  U.  S.  weapons  makers  are  increas- 
ingly dependent  on  foreign  manufactur- 


ers for  critical  components,  and  littK 
being  done  about  it.  Recently,  for  exar 
pie,  a  Japanese  company,  Fanuc,  tried  1 
buy  the  Energy  Dept.'s  sole  supplier  d 
machine  tools  used  in  the  exacting  co 
struction  of  hydrogen-bomb  trigger 
The  potato-thinkers  in  the  White  Hou> ' 
refused  to  intercede,  although  the  dc 
fell  apart  for  other  reasons.  And  it's  n- 
just  components  that  are  at  risk  il 
Tolchins  say.  We  also  stand  to  lose  «ml 
neering,  design,  inventory  control,  ai 
manufacturing  knowhow. 

The  authors  warn  of  the  potemi. 
transfer  of  civilian  or  dual-use  techm 
ogles.  General  Dynamics  Corp.,  foi-  c 
ample,  agreed  to  co-develop  a  new  \  t' 
sion  of  the  F16  fighter  jet  wit 
Mitsubishi  Corp.,  with  the  blessing  i 
the  Reagan  White  House.  And  Nikr 
Corp.  attempted  in  1989  to  buy  the  litl 
ography  division  of  Perkin-Elmer  Cm-i 
to  secure  the  next  generation  of  clii| 
making  technology,  I 
both  cases,  the  Japain  - 
were  willing  to  overpa  . 
On  some  points,  il 
Tolchins- — Susan's  a  \iri 
fessor  at  George  Wash 
ington   University  anj 
husband    Martin    is  ] 
Washington  correspoij 
dent  for  The  New  Yo) 
Times — are    off  basi 
They    describe  forme 
Commerce  Secretary  Rol 
ert  Mosbacher  as  an  "el( 
quent"  spokesman  for 
government  role  in  tecl 
nology.  He  wasn't.  The 
claim  the  nation's  lead  i 
semiconductors  and  si 
percomputers  has  bee 
"lost."   It   hasn't — ye 
And  readers  of  the  duo's  ground-breal 
ing  1988  book.  Buying  Into  Americi 
How  Foreign  Money  is  Changing  th 
Face  of  Our  Nation,  may  suffer  a  bit  c 
deja  vu.  Indeed,  Susan  Tolchin  has  d^ 
scribed  the  new  book  as  "the  nation; 
security  chapter"  left  out  of  the  prev 
ous  effort. 

While  the  book  covers  some  of  th 
same  ground  as  the  earlier  volume,  it 
distinguished  by  up-to-date  example 
and  its  emphasis  on  national  securit; 
Taken  together,  the  two  paint  an  alarn 
ing  picture  of  a  U.  S.  industrial  bas 
hemorrhaging  technology  so  dramatica 
ly  that  entire  industries  are  in  danger  ( 
going  the  way  of  VCRs  and  color  TVs 

The  Tolchins'  penchant  for  repetitio 
can  get  annoying.  For  example,  form( 
CIA  Director  William  Casey  appeared  i 
Buying  three  times,  warning  that  fo 
eign  investment  is  a  "Trojan  horse."  H 
sounds  the  same  alarm  twice  in  SelliU; 
But  that's  quibbling.  For  those  who  ai 
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ln-R<Kmi 
Long 
Distancf 
Service 


Some  of  our  Quests 

like  tke  idea  or  a  mouse 
in  tneir  room. 


N. 


ow  any  room  at  mms_ 
Westin  can  be  turned 
into  a  custom-tailored 
office^*^^^  Just  tell  us 
what  you  need.  We'll 
do  whatever  it  takes  to 
make  it  easier  for  you 
to  get  some  work  done  while  you're  on  the  road.  After  all,  giving  you 
the  competitive  edge  makes  us  a  better  business 


hotel.  That's  the  difference  between  staying  at 

a  \Vestin,  or  just  squeaking  by.  For  reser- 


Westin 

vations,  call  your  travel  consultant  or  (800)  228-3000.       hotels*. resorts 


Helping  you 

along  (he  way."  C 

WINNIPKG     WASHINGTON,  D  C      VlTrtRlA     VANCOUVER   .  VAl  I.     TU  LSA     TUCSON     TORONTO     TOKYO     TIKAL     TAIWAN     SI  NG  A  PORE     SH  ANCH  A I      SHOUI.  SKATTLE* 


BREITLING 

1884 

Instruments  for  Professionals 


100  meters.  Additional  UTC  quartz 
watch,  completely  independent  and 
ideal  as  second  timezone. 


Grebitus&Sons 
Jewelers 

FINE   I  i:  W  I  L  RY  t,*  G  I  f  r  nous  E 

DOWNTOWX  I'l  AZA  •  511  L  STREET  •  442-'*(im 
LYO\  \  11  1  \C,E  •  :5KII  FAIR  OAKS  BI.VD  •  4H7-7K51 
SACRAMENTO,  CA 

CEKTIHH)  (  .EMOLOCIST  •  MEMBER  AMERIC  AN  (.EM  SOCIETY 


US 

wondering  why  they  can't  find  a  IOC 
American-made   computer  or  TV — ai,- 
whether  it  even  matters — this  is  V 
book  to  read. 

BY  PAUt  MAGNUSSCi, 
Magnusson  covers  internatioyial  trade  ai 
economic  policy  in  Washington. 

BOOK  BRIEFS  ■HBi^^^^^^^HH 

MOVING  MOUNTAINS:  LESSONS  IN  LEADE 
SHIP  AND  LOGISTICS  FROM  THE  GULF  WAR 

By  Lieutanant  General  William  G.  Pagonis 
with  Jeffrey  L.  Cruikshonk 
HBS  Press  •  248pp  •  $24.95 

MANAGEMENT  IS  HELL 

General  Gus  Pagonis  is  a  war  he 
with  a  great  story  to  tell.  1 
head  of  U.  S.  logistics  in  the  gu 
war,  he  managed  the  movement  of  hu 
dreds  of  thousands  of  troops  and  the 
weapons  and  supplies  in  one  of  history 
most  massive  military  deployments,  f 
pulled  it  off  without  a  hitch.  In  his  mei 
oirs,  General  H.  Norman  SchwarzkoJ 
depicts  Pagonis  as  a  miracle  worker. 

Unfortunately,  Pagonis  is  no  storyte 
er.  "I  don't  like  to  write  a  great  deal 
he  admits  in  the  preface — and  one  c£ 
only  conclude  that  co-author  Jeffrey  ' 
Cruikshank  doesn't  much  like  it  eithe 
What  should  have  been  a  gripping  tale 
one  dull,  disconnected  read. 

Pagonis  arrived  in  Saudi  Arabia  in  A 
gust,  1990,  with  a  handful  of  deputif 
and  little  else.  The  first  night,  he  sle; 
by  a  runway.  The  next  night,  he  found 
sedan  to  use  as  an  office/bedroor 
From  there  he  built  a  network  that  ha 
died  550,000  troops,  1.3  billion  gallons  ( 
fuel,  122  million  meals,  and  31,800  tor 
of  mail.  Not  to  mention  all  those  tank 
helicopters,  and  artillery  shells. 

Despite  the  occasional  colorful  stor; 
Moving  Mountains  is  burdened  with  i 
relevant  detail  and  an  avalanche  of  acr 
nyms.  "The  T.-\.-\CO.\l  exists  as  an  echelc 
above  corps  (E.\C)  unit,  and  generally  o; 
erates  to  the  rear  of  the  conflict,"  ti" 
authors  inform  us,  "with  the  COSCO 
concentrating  on  forward  actions." 

The  book  promises  lessons  for  execi 
fives,  and  there  is  good  raw  materi; 
here:  Pagonis'  "3x5  system,"  which  r 
quires  that  reports  be  squeezed  onto  ii 
dex  cards,  so  only  key  information  gel 
through.  Or  his  morning  "stand-uf 
meetings,  where  the  absence  of  chaii 
forces  short,  sweet  decision-making.  Bi 
Pagonis  didn't  get  the  help  he  needed  t 
relate  his  Army  style  to  business.  To  s« 
that  task  accomplished,  turn  to  Th 
McKinsey  Quarterly  management  jou 
nal,  issue  1991,  Number  3,  for  a  though 
ful,  concise  interview  with  Pagonis. 

BY  RUSSELL  MITCHE 
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Before  you  can  even  tliink  of  opening  a  tmiiness  or  a  plant  in 

AJatjaina,  you  miglit  Jiave  to  overcome  some  misperception^s 

alx)ut  ttie  state— images  skaped  by  tke  media 

and  mytlis  about  tke  iSoutli .  If  tliat  s 

tke  case,  die  first  dung  we  want 

you  to  open  is  your  mmd. 

Because  only  dien  will  your 

eyes  lie  open  to  all  diat 

Alabama  lias  to  offer. 

Re  spending  to  tke  jokes 

about  Alab  ama 

being  years 

bekind,  Ray 

Ro  sew  all 

says,  "Tliat  s 

,  absolutely  not  die 
FrienJs  have  Ayf  1  1  II 

k'J  us/WJien  you  case.  JMobUe,  especially,  is 

ijct  off  the  plane,  (  J  J  •  I  ■ 

/  ,  very  lorward-thinkinp  in 

<.li>  itou  set  your  1  o 

^o'yea^?'"       attracting  new  business,  very 

liayRos<nval        Open  to  cliangc .    He  adds, 

-.ccutivc  \^ice  PrcsiAcni,    nr-rn  I  /- 

QMS.  MobL  liie  city  is  mudi  more  of  a 

melting  pot  of  people  tban  I  expected. 
Concerning  tbe  labor  force,  Ray  says, 

Tbey  re  very  kard-workine;;  you  just  don  t  find  workers  in 
tlie  rest  of  die  country  wko  take  so  mu  ck  pride  in  dieir 
;u  compkskments .  As  for  professionals,  we  kave  found  many 
engineers  from  tke  state  s  universities . 
Tim  and  Pat  Langan  didn  t  really  expect  to  move  to 


Alab 


lama  wlie 


n  tke 


kere  forT  1] 


y  came  Here  lor  X  im  s  interview  witk  tke 
Akb  ama  iSkakespeare  Festival  in  Al^ontgomei-y.    But  we 

saw  tke  best  production  of  Ckekkov  ever,  and  made 
up  our  minds  to  come  kere  at  mtennis- 

sion ,    Tim  says .    \\^e  felt  diat 
J^X    working  witk  a  tkeater  diat  draws 
an  audience  from  all  over  tke 
nation,  even  b^  foreiqrn  countries, 
would  be  an  excellent 
opportumty.  And  I"  ve  never 
seen  suck  strong  community 
support  for  a  dieater.  Tlie 
Ijangans,  wko  kave  a  six- 
year-old  son  and  a  i6- 
year-old  dau^liter,  say 
tkat  die  move  from  Rliode 
Island  to  Akb  ama  lias 


ven  us  our  famdy  back... 


tke  famdy 
unit  IS  more 
togedier  kere,  and 
people  know  liow  to 


"We  expecteJ 
Slialiespeare  to 
lye  perfomieil  with  a 
Soumeni  accent!" 

Tim  Ixingatj, 
Maniuiitiil  Ditvctor 


relax  and  enjoy  tkemselves . 
Wken 


■peare 


considering  a  location  for  a 
new  plant  or  kusiness,  don  t  close  your 
mind  to  Alab  ama.  Because  a  closer 
look  at  us  could  broaden  vour  mind. 


And 


'^our  possi 


bdi 


bes. 


i    1    a     I,  a 


MM 


W  h 


You  Think 


oi  more  inforination ,  contact  t  onomic  Development  Partner.slup  of  Aiatama:  P.O.  Box  26^1,  Birniin^liam .  Al.,l  >ania  5.^2^i-oooi;  20.S  2,^0-2220 


Economic  Viewpoint 


WHEN  THE  WAKE-UP  CALL 

IS  FROM  THE  NOBEL  COMMITTEE 


BY  GARY  S.  BECKER 


The  Swedish  award 
does  not  make  one 
an  expert  on 
everything,  nor  is  it 
a  license  to  deliver 
political  homilies. 
My  goal  remains  to 
address  each  new 
social  issue  from  a 
uniquely  economic 
perspective 


GARY  S  BECKER  IS  PRC^ESSOR  OF 
ECONOMICS  AT  THE  UNIVERSITY 
OF  CHICAGO  AND  A  FELLOW  OF 
THE  HOOVER  INSTITUTION 


At  5:30  in  the  morniiiK  of  Tuesday,  Ot-t. 
13,  I  was  awakened  from  a  deep  sleep 
by  my  wife.  "There's  a  phone  call  fi'om 
Sweden,"  she  said.  I  mvimliled  that  she  should 
let  me  sleep,  but  she  kei)t  repeatinj^'  the  same 
phrase.  Finally,  I  got  up  to  take  the  call  that 
chanf^ed  my  life.  The  Royal  Swedish  Academy 
of  Sciences  informed  me  that  I  had  just  been 
awarded  the  1!)92  Nobel  prize  in  economics. 

Since  then,  I  have  had  a  constant  barrage  of 
congratulatoi'y  phone  calls,  telegrams,  and 
faxes  fi'om  relatives,  friends,  would-be  friends, 
and  foi'mer  anfl  present  students.  Although 
I'm  not  a  person  who  easily  expresses  his 
feelings,  I  tried  to  tell  them  how  overjoyed  I 
was.  In  interviews  with  newspajjers,  maga- 
zines, and  radio  and  television  programs,  1 
was  asked  to  present  my  ideas  in  genei'al 
terms:  Often,  the  reaction  was  that  they  were 
either  obvious  or  far  out. 

I  have  also  been  asked  to  comment  on  all 
kinds  of  (luestions.  Suddenly,  I  am  treated  as 
an  expert  on  everything.  Although  that  is  a 
temt)ting  notion,  I've  tried— not  always  suc- 
cessfully—to stick  to  the  areas  whei-e  I  have 
exjiei'tise. 

I  have  been  annoyed  in  the  past  when 
Nobel  laureates  in  economics  have  used  their 
honor  as  a  pulpit  fi'om  which  they  latuiched 
sermons  against  political  candidates  they  o])- 
l)osed.  If  economics  has  any  claim  to  be  a  sci- 
ence and  to  l)elong  in  the  Nobel  award  struc- 
ture—and I  firmly  believe  that  it  does— then 
this  sliould  be  an  occasion  to  avoid  i)olitical 
|)ropagan(la  and  to  convey  to  the  public  some 
flavor  of  the  scientific  iiuality  of  economics. 
CHICAGO  LIGHTNING.  One  of  tile  (luestions  most 
fre(|uently  ])ul  to  me  is  whether  I  was  .sur- 
prised to  I'eceive  this  award.  I  knew  that  I 
was  on  the  list  of  economists  being  consid- 
ered. I  also  knew  that  in  a  i)oll  of  many  U.  S. 
economists,  I  had  l)een  favoi'ed  to  win  for  the 
])ast  few  years. 

Itut  this  year,  when  the  week  for  the  selec- 
tion rolled  around,  I  didn't  think  I  had  the 
slightest  chance.  That  was  l)ecause  last  year 
the  i)rize  was  won  by  a  colleague  from  the 
University  of  Chicago,  Ronald  H.  ('oase;  and 
the  year  befoi-e  that,  another  Chicagoan,  Mer- 
ton  H.  Miller,  shared  the  award  with  two  oth- 
ers. Since  it  seemed  inconceivalile  that  the 
award  would  go  to  Chicago  three  years  in  a 
row,  I  was  sleeping  soundly  when  lightning 
struck. 

I  am  constantly  asked  what  we  are  going  to 
do  with  the  prize  money— $1.2  million  before 
Uncle  Sam  takes  his  very  large  bite.  The  an- 
swer to  that  is  a  simple  lesson  in  economics. 
Wants  always  exjjand  to  take  advantage  of 
new  opportunities,  which  explains  why  con- 


sumers in  i-ich  countries  feel  no  more  satiat( 
than  do  those  in  poor  countries.  My  wife  and 
won't  have  the  slightest  difficulty  spendir 
the  prize  money.  We  have  already  been  inu 
dated  by  suggestions  from  a  host  of  stoc 
l)rokers,  car  salesmen,  and  others  who  ai 
(juite  happy  to  helj)  us  resolve  any  uncertai 
ty  we  may  have. 

I  won  the  award  for  applying  economic  ans 
ysis  to  social  problems,  especially  race  ar 
gender  discrimination,  investments  in  edue 
tion  and  other  human  capital,  crime  and  pu 
ishment,  and  the  formation,  structure,  ar 
dissolution  of  families.  Everyone  recogniz( 
that  most  people  respond  to  costs  and  benefi 
in  deciding  how  much  to  buy  of  simple  gooc 
such  as  fruit,  clothing,  or  a  car.  I  claim  th; 
this  common-sense  idea  applies  to  all  hum? 
decisions. 

CRIME  AND  MARRIAGE.  Yet,  some  of  the  imp 
cations  are  fiercely  resisted.  For  example,  th 
view  implies  that  criminals  also  respond 
incentives,  so  crime  increases  when  potenti 
miscreants  believe  they  won't  be  punisht 
much  for  robbery  and  other  crimes.  This 
more  than  a  law-and-order  message,  for  t\ 
analysis  also  implies  that  crime  increases  whe 
legal  jobs  are  hard  to  get,  perhaps  because 
extensive  unemployment  or  because  teenage: 
leave  school  with  few  skills. 

According  to  my  approach,  people  man 
when  they  expect  to  get  more  i)lea.sure  fro: 
marriage  than  by  remaining  single  and  conti 
uing  to  search  for  a  better  mate.  The  numbi 
of  children  a  couple  has  depends  on  the  cos 
and  benefits  of  child  rearing:  Therefore,  co 
pies  tend  to  have  fewer  children  when  t\ 
wife  works  and  has  a  better-paying  job,  wh( 
sul)sidies  from  the  government  through  chi 
allowances  and  tax  deductions  for  dependen 
are  smaller,  when  the  cost  of  educating  ar 
training  children  rises,  and  so  forth. 

li.v  the  same  token,  couples  divorce  whc 
they  no  longer  lielieve  they  are  better  off  I 
staying  married.  In  particular,  divorce  rate 
grow  when  women's  earnings  are  higher  cor 
pared  with  those  of  men;  the  gain  to  su( 
women  o.'  remaining  married  is  thus  dimi 
ished.  And  the  no-fault  divorce  laws  that  ha\ 
l)ecome  so  common  tend  to  worsen  the  plig! 
of  divorced  women  with  children. 

What  I  have  tried  to  do  in  these  columi 
during  the  past  6'/:  years  is  to  apply  the  san 
kind  of  analysis  to  policy  and  social  issu( 
that  are  of  general  interest.  I  hope  that  rr 
Nolicl  prize  doesn't  delude  me  into  thinking 
have  all  the  answers,  and  I  hope  that  my  c( 
mnns  can  continue  to  analyze  the  many  soci 
issues  whei'e  the  economic  way  of  looking 
life  has  something  valuable  to  say. 
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AN  END  TO  MASSIVE  LAYOFFS 

AS  EXHIBITED  BY  THE  Chamclconidae  Dilepis. 


^^LSTEN 
INTRODUCES 
THE 
FLEXIBLE 

workforce: 


It's  the  nature  of  business.  When  the  economy  goes,  so  do 
peo(3le.  But  layoffs  cost  money.  And  morale.  Noi  the 
^H|ii^PIIBBB|[^        best  way  to  adapt  to  a  changing  business 
4.:..  -'  environment.  Olsten  has  the  solution:  fl(\\ibility. 

With  the  Olsten  Flexible  Workforce,  the  ability 
to  respond  effectively  to  economic  trends  is  built 
into  the  structure  of  your  company.  \'ou're  never 
overstaffed  or  understaffed,  instead, 
you  maintain  a  core  of  full-time  workers. 
Then,  when  production  increases  and 
needs  change,  Olsten  supplies 
you  with  appropriately  skilled 
temporary  workers.  You  get  the  job 
done  more  efficiently  and  economically. 
Morale  is  maintained.  As  well  as  productivity. 

So  make  Olsten  your  partner  in  flexibility.  And 
prepare  your  company  for  the  future,  wliatever 
changes  it  brings.  You  won't  have  to  let  people  go. 
Just  your  old  concepts  of  how  to  manage  them. 


Be  prepared  for 

A  CHANGE.  ^ 
CALL  ^ 
1-800.225-TEMP 


©I't'il  TheOl5ie)i(.iir[Kif.iii(>n  ['ii[iu-<l  in  ilic  l 's.x  [-.(ii  m/I /I  lA, 


Temporary  Services 


THE    WORKING  SOLUTION' 


=CQiiQmic?.TrMids,.,,  :  _  _  _  _  „._._.,   J 


BY  GENE  KORETZ 


THE  JOB  MARKET 
COULD  BE  WORSE  THAN 
UNCLE  SAM  SAYS 


ave  employment  trends  this  year 
l)een  even  weaker-  than  the  monthly 
payroll  job  numbei's  indicate?  The  ques- 
tion is  important  lor  a  variety  of  rea- 
sons. If  the  modest  jot)  ^ains  reported 
earlier  this  year  never  took  place,  for- 
example,  the  current  malaise  expressed 
in  consumer  sentiment  surveys  would 
l)e  more  understanflable.  Moreover,  the 
payroll  numbers  underj^o  annual  bench- 
mark revisions,  and  such  revisions  af- 
fect final  estimates  of  income  and  out- 


put. Thus,  they  have  the  potential  of 
altering  the  official  measure  of  the 
len.>^th  and  severity  of  the  I'ecession. 

Tliat's  exactly  what  happened  earli- 
er this  year,  when  the  1991  job  count 
was  revised  based  on  comprehensive 
emplf)yment  data  for  March,  1991.  This 
Ijenchmark  revision  lowered  the  nation- 
al payroll-employment  level  by  some 
650,o6()  jobs.  And  that  had  the  effect  of 
converting  a  modest  rise  in  "i-oss  do- 
mestic product  in  the  third  ([uarter  of 
1990  into  a  decline,  and  of  deepening;- 
the  dro])  re^^istered  in  the  first  (juarter 
of  1991.  In  short,  it  chany;ed  what  ap- 
peared to  be  a  very  short,  mild  reces- 
sion into  a  more  serious  contraction. 

Accordinj^  to  economist  Mark  Zandi 
of  Res^ional  Financial  Associates,  it  could 
well  hapjien  again.  Zandi  points  out  that 
in  construclinj<  the  monthly  payroll-em- 
ployment estimates  from  its  nationwide 
sampling  of  ;'50,()0()  companies,  the  Bu- 
reau of  Labor  Statistics  adjusts  the 
count  to  correct  foi"  underlying  tr-ends  it 
feels  are  not  picked  u])  by  the  survey. 
At  the  same  time,  each  state  HLS  office 


makes  similar  adjustments  for  factors 
it  feels  are  relevant  to  its  own  count. 
Because  the  state  and  national  adjust- 
ments are  different,  the  national  count 
and  the  sum  of  all  the  state  tallies  often 
diverge,  and  this  year  the  deviation  has 
been  especially  large  (chart). 

Since  January,  notes  Zandi,  payroll 
joi)S  as  measured  by  the  state  tallies 
have  been  falling  steadily,  while  the  na- 
tional estimate  has  only  I'ecently  turned 
down.  "Between  March  and  July,"  he 
says,  "the  .state.s'  jol)  count  fell  by 
;377,00(),  while  the  national  estimate 
shows  an  increase  of  4(K),(H)()— a  dis{)arity 
of  777,()()()  jobs  in  just  four  months." 

Zaiuli  doul)ts  benchmark  revisions 
next  year  will  confii'm  the  job  growth 
poi'trayed  i)y  the  national  count.  Record 
l)usiness  failures,  slowing  new-business 
foi'mation,  and  sagging  consumer  confi- 
flence,  he  says,  suggest  that  the  weaker 
state  tallies  are  on  target.  And  if  that's 
the  case,  he  adds,  next  summer's  revi- 
sions in  CDP  could  well  turn  the  econo- 
my's reported  1.5%  gain  in  the  second 
(|uarter  of  this  year  into  a  1%  decline. 


WHY  THE  TAXMAN 
WANTS  YOU  TO 
REFINANCE  YOUR  HOME 


Some  observers  think  the  recent 
surge  in  mortgage  refinancing  in- 
spired by  falling  interest  rates  could 
presage  a  significant  pickup  in  consu- 
mer spending.  But  recent  surveys  indi- 
cate that  well  over-  40%  of  homeowners 
refinancing  .'30-year  moilgages  are  opting 
for  15-year  loans.  And  that,  observes 
economist  David  Resler  of  Nomura  Se- 
curities International  Inc.,  cuts  shai'ply 
into  their  income  available  for  discre- 
tionary spending. 

Take  the  case  of  someone  five  years 
into  a  30-year,  $100,000  mortgage  at 
9.5%.  Resler  calculates  that  refinancing 
the  unpaid  balance  with  a  15-year  mort- 
gage at  7.5%  would  raise  such  a  home- 
owner's monthly  ])ayment  by  about  $51. 
But  becau.se  less  of  the  payment  goes  to 
interest,  he  or  she  owes  more  income 
tax.  And  at  a  28%  marginal  tax  rate, 
the  homeowner's  net  aftertax  payment 
actually  rises  by  more  than  $100. 

The  real  beneficiary,  says  Resler,  may 
be  the  tax  collector.  At  current  interest 
and  marginal  tax  rates,  he  estimates 
that  each  dollai-  of  debt  shortening  re- 
duces the  present  value  of  the  govern- 
ment's subsidy  to  home  buyers  by  ai)out 
$7,000  for  each  $100,000  l)orrowed.  And 
based  on  estimated  refinancings  done 
this  year,  that  adds  up  to  about  $18  bil- 
lion worth  of  extra  taxes  (in  1992  dol- 
lars) to  be  collected  over  the  next  30 


years.  "In  this  light,"  says  Resler,  "del 
refinancing  is  nothing  if  not  patrioti 
allowing  homeowners  to  voluntarily  i 
crease  their  tax  payments." 


ARTHUR  UFFER,  GURU 
OF  REAGANOMICS,  IS 
VOTING  FOR  CLINTON 


In  Washington  mythology,  it  was  h 
sketch  of  a  diagram  on  a  restaura 
napkin  that  inspired  the  tax-cut  philos 
phy  underlying  Reaganomics.  Now, 
the  current  issue  of  The  New  Republ, 
Arthur  B.  Latter,  creator  of  the  famo 
"Laffer  curve,"  has  announced  that  he 
voting  for  Bill  Clinton. 

Is  this  philosophical  apostasy?  Not 
all,  says  Laffer.  Rather,  he  blames  tl 
1990  tax  hike  for  the  current  recessio 
and  Bush  for  acceding  to  it  and  breakii 
a  personal  promise  not  to  countenan 
any  reversal  of  Reaganomics. 

As  for  Clinton,  Laffer  finds  his  reco 
in  Arkansas  "above  average,"  and 
likes  his  criticism  of  Bush  on  the  t 
hike  and  his  fond  words  about  growt 
Most  of  all,  Laffer  notes  that  if  Clint 
"strays  too  far  from  the  straight  a 
narrow"  (which  jjresumably  means  i 
verting  to  tax-and-spend  policies), 
resulting  economic  dislocations  wou 
guarantee  the  election  of  "a  great  F 
publican  Presidency  in  1996." 


DO  IVY-COVERED  HALLS 
HOLD  LESS  ALLURE 
FOR  THE  YOUNG? 


Although  college-enrollment  r-ates 
recent  high  school  graduates  ha 
been  rising,  college  attainment  levi 
among  young  workers  appear  to  ha 
leveled  off.  An  analysis  of  Census  I 
reau  statistics  in  the  Nutnhers  Ne 
shows  that  from  1940  to  1971,  the  sh; 
of  Americans  aged  25  to  29  who  h 
comi)leted  four  or  more  years  of  coUe 
nearly  ti'ipled  from  0%  to  17%,  and  it 
a  peak  of  24%  in  1977.  But  since  th( 
the  share  has  fallen  slightly  and  genei 
ly  moved  sideways. 

One  reason  may  be  that  many  youl 
leave  college  early— either  because 
costs,  learning  problems,  or  more  limit 
goals  than  earning  a  four-year  degr^ 
Increased  immigration  of  less  edu{-al 
young  adults  may  also  be  a  fact 
Whatever  the  reason,  however,  the  ei 
cational-attainment  level  of  the  to 
adult  population  will  continue  to  rise 
many  years  to  come  as  older,  less  ei 
cated  gi'oups  die  off  and  are  repla( 
by  their  better-schooled  offspring. 
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business  Outloo 
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BY  JAMES  C,  COOPER  AND  KATHLEEN  MADIGAN 


HE  HUM  OF  FACTORIES  GROWS 
AINTER  ALL  THE  TIME 


anulacturing  is  flat  on  its  back— again.  For  the 
MvB  third  time  in  three  years,  factory  output  is 
'  W  H  falling.  In  1990,  the  reason  was  the  recession.  In 
)1,  it  was  the  aborted  recovery.  In  1992,  relentless 
ignation  here  at  home  has  crippled  production,  and 
lakness  abroad  has  kicked  away  the  crutch:  exports. 
The  factory  sector  has  .grown  increasingly  dependent  on 
port  growth  to  carry  it  through  tough  times.  Without 
ong  foreign  demand,  the  U.  S.  economy's  drop  in  1990- 
would  have  been  much  steeper-.  Now,  however,  ex- 
ts  have  slowed  sharply— especially  shipments  to  Europe 
art).  So,  as  factories  lose  that  cushion,  the  entire  econ- 
y  is  feeling  the  difference. 

Because  of  export  declines  in 
July  and  August,  a  big  widen- 
ing of  the  trade  deficit  subtract- 
ed a  bundle  from  third-quarter 
growth  in  real  gross  domestic 
product.  A  worsening  trade  gap 
helps  to  ex{)lain  why  the  econo- 
my felt  so  lousy  last  quarter,  de- 
spite a  decent  gain  in  consumer 
spending.  It  appears  that  growth 
in  real  GDP  last  quarter  was 
hard-pressed  to  match  even  the 


EUROPE:  ONCE  A 
lELP,  NOW  A  DRAG 


m.  V.  AUG,  '92 

.ixmqnth  moving  avtsagf,  percent 
:hange  from  a  year  ago 

DAIA.  COMMERCE  DEPI ,  BW 


;ond  quarter's  feeble  gain  of  1.5%. 
Oouble  is,  the  problems  in  manufacturing  suggest  that 
rth-quarter  gi'owth  could  be  just  as  fi-ail.  Weak  demand 
ised  inventories  to  pile  up  last  quarter,  especially  at  fac- 
ies.  Excessive  stock  levels,  a  trickle  of  new  orders,  and 
hrinking  order  backlog  imply  further  cutbacks  in  man- 
cturing  output  and  employment. 
\.nd  no  one  seems  able  to  help.  Detroit  has  slashed  its 
ns  for  fourth-quarter  output  amid  slumping  car  sales. 
3  recovery  in  homebuilding  is  pale  by  past  standards, 
isumers,  who  let  their  spending  run  ahead  of  their 
ome  last  quarter,  may  !)e  tapped  out  as  they  head 
3  the  holiday  buying  season.  And  defense  cutbacks 
itinue  to  exert  a  powerful  downdraft.  Add  in  the  bad 
vs  on  exports,  and  factories  are  clearly  in  trouble. 

iHOPPERS  Manufacturing's  woes  are  evident  in  the 
BAY  STAY  latest  data.  Industrial  production  at  the 
lOME  THIS     nation's  factories,  utilities,  and  mines 


lUARTER 


slipped  0.2%  in  Septeml;)er,  but  the  weak- 


s  was  worse  than  that.  A  weather-related  surge  in  util- 
output  propped  up  the  numbers.  Manufacturing  output 
tie  fell  0.4%,  the  third  drop  in  the  past  four  months, 
'tory  production  now  is  no  higher  than  it  was  in  April. 


In  fact,  output  remains  1.6%  below  where  it  was  when  the 
recession  began  in  1990. 

As  a  result  of  production  cuts,  utilization  rates  are 
also  slipping.  Operating  rates  for  all  industry  dropped 
to  78.4%,  from  78.7%  in  August,  and  capacity  use  among 
manufacturers  fell  to  77.7%  in  September,  from  78%.  Fac- 
tories will  have  to  cut  back  their  operations  even  more  un- 
til customers  emerge  to  buy  their  products.  For  now, 
however,  there  is  no  flicker  of  light  at  the  end  of  their  r'e- 
cession  tunnel. 

Take  domestic  demand.  Consumer  spending  increased 
handily  in  the  third  quarter,  but  the  advance  was  ncjt 
matched  by  a  pickup  in  jobs  or  income.  Real  outlays  ap- 
pear to  have  risen  more  than  3%.,  l)ut  real  aftertax  income 
did  not  grow  at  all.  As  a  result,  the  buying  pace  in  the 
fourth  C}uarter  may  well  be  much  lower.  That  was  the  pat- 
tern consumers  followed  in  1992's  first  half,  when  they 
couldn't  shop  fast  enough  in  the  first  quarter  and  then 
stayed  at  home  in  the  second. 


AUTO  SALES 
STILL 
ARE 

STALLED 

annual  rate  of 


HOMEBUILDING 
GAINS  SOME  GROUND 


Housing,  at  least,  was  looking  somewhat 
better  at  the  end  of  the  third  quarter 
than  it  did  at  the  beginning.  Housing 
starts  edged  up  1.2%  in  September,  to  an 
1.26  million  (chart).  And  the  Commerce 
Dept.  revised  the  August  gain  to  12.6%,  better  than  the 
already  strong  10.4%  increase  previously  reported. 

Starts  grew  at  a  20.8%  annual 
rate  in  the  third  quarter,  par- 
tially reversing  their  stumble  in 
the  second.  That  bounce— helped 
by  the  lowest  mortgage  rates  in 
20  years,  plus  rebuilding  after 
Hurricane  Andrew— should  help 
demand  for  home-related  prod- 
ucts and  construction  supplies 
this  (luarter. 

That's  good  news  for  the  pro- 
ducers of  those  goods,  because 
they  muddled  through  a  dismal  third  ciuarter.  Output  of 
consuirier  dural)les,  including  appliances,  carpeting,  and 
furniture,  was  basically  unchanged  last  quarter'.  And  the 
pi'oduction  of  constraiction  supplies  rose  at  an  annual  r-ate 
of  only  1.7%  in  the  third  period. 

But  other  signs  aren't  near-ly  as  br'ight.  Fading  domes- 
tic demand  was  evident  in  lagging  auto  and  truck  produc- 
tion, which  was  expected  to  give  the  thirxl-ciuarler  econo- 
my a  healthy  boost.  Instead,  output  for-  the  tjuar'ter  fell  at 
a  17.5%  clip.  And  fourth-quarter  car  demand  got  off  to  a 
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sliaky  start.  Sales  of  new  U.  S.-made  cars  slipi)e(l  to  a  dis- 
mal 5.8  million  annual  rate  in  early  October,  flown  from  a 
million  pace  for  all  of  September. 

In  addition,  the  defense  indus- 
try continues  to  ^'asp  for  air.  No 
siu'rle  factory  sector  has  taken 
as  big  a  hit  as  suppliers  to  the 
military.  Defense  output  has 
been  unraveling  for  two  years. 
As  total  factory  production  has 
flattened  out,  the  defense  indus- 
ti'y  has  lost  16.5%  of  its  output 
since  (chart). 

Defense  contractors  have  ac- 
counted for  some  two-thirds  of 
the  factory  jobs  lost  in  the  last  two  years,  and  they  have 
seen  their  backlog  of  unfilled  orders  shrink  l)y  12.4%  over 
the  past  year.  With  each  Presidential  candidate  vowing  to 
cut  the  Pentagon's  budget  further,  the  outlook  is  for  even 
more  declines  and  the  continued  dismantling  of  the  de- 
fense industry  in  coming  years. 

THE  GLOBAL  At  least  one  source  of  demand— exports— 
SLOWDOWN  is  likely  to  be  in  a  better  position  to  help 
HITS  the  factory  sector  next  year.  The  recent 

HOME  problem  with  exports  is  caused  by  the 

global  slowdown  rather  than  uncompetitive  pricing.  That's 
why  the  trade  outlook  depends  less  on  recent  swings  in 
the  dollar  and  more  on  economic  recoveries  aroimd  the 
globe,  probably  later  on  next  year. 

In  August,  the  merchandise  trade  deficit  widened  to  a 
surprising  S9  billion— the  biggest  gap  in  nearly  two  years. 
F]xpoils  dropped  by  (j.1%.,  to  S;.)5.5  billion.  That  was  the 
second  consecutive  loss  in  foreign  shipments. 

Imjiorts  fell  by  a  smaller  1..']%-  in  August,  as  decliiK's  in 
foodstuffs,  petroleum,  and  consumer  goods  offset  gains  of 
capital  goods  and  cars.  In  i:)articular,  cajiital  goods  have  in- 
ci'eased  for  thi'ee  consecutive  months,  accounting  for  39%, 
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of  the  increase  in  imports  since  May  (page  26).  Import j 
are  likely  to  grow  even  more  when  the  U.  S.  recover 
takes  a  firmer  hold. 

American  exporters,  meanwhile,  are  hoping  for  signs  ( 
recovery  in  major  U.  S.  trading  partners,  especially  Ei 
rope.  That  remains  the  prime  export  market,  but  shij 
ments  across  the  Atlantic  have  iieen  declining  in  1992 

Growth  aliroad  should  strengthen  next  year.  Japan's  n 
cent  package  of  fiscal  stimulus  will  lift  that  economy.  I 
Eurcjjje,  some  countries  have  already  cut  interest  rates  i 
response  to  their  floundering  economies,  and  rate  cu' 
elsewhere— even  in  Germany— seem  inevitable. 

A  r'ebound  in  exports  in  1998, 
though,  will  not  come  soon 
enough  to  reverse  the  recent 
backup  of  inventories.  Manufac- 
turers who  boosted  output  in  the 
second  quarter  in  anticii)ation  of 
a  consumer-led  rebound  are  now 
caught  with  too  many  goods  in 
their  warehouses. 

Total  business  inventories  rose 
for  the  third  straight  month  in 
August,  up  0.3%.  Factory  stock 
levels  were  u\)  by  a  larger  0.5%,  even  though  shipmen 
fell  2.4%.  As  a  result,  the  ratio  of  factory  inventories 
sales  jumped  to  almost  1.6  in  August,  from  a  record  low 
less  than  1.55  in  June  (chart).  The  increasingly  rapid  r 
spouse  of  factories  to  inventory  changes  suggests  fu 
ther  output  cuts  this  quarter. 

Stronger  consumer  spending— which  might  get  son 
help  from  recent  gains  in  homebuilding— could  short-circi 
this  latest  manufacturing  recession  l)efore  it  has  a  chan 
to  drag  down  the  entire  economy.  But  if  shoppers  are 
stay  in  the  stores  in  the  fourth  c|uarter,  they  will  have 
see  faster  job  and  income  growth.  Only  then  will  manufj 
turers  be  able  to  pick  themselves  up,  dust  themselves  o 
and  start  moving  forward  again. 
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THE  WEEK  AHEAD 


GROSS  DOMESTIC  PRODUCT  

Tiii's'liji/,  Oct.  ,27,  iS:.l(l  (i.tii. 
The  economy  likely  grew  at  an  anniuil 
rate  of  in  the  third  (luarler,  little 

changed  ti-om  the  1.5%  yearly  pace  in 
the  second  period,  say  economists  polled 
by  MMS  International,  a  unit  of  McGraw- 
Hill  Inc.  Increased  consumer  spending 
and  a  faster  ])ace  of  inventory  growth 
were  likely  offset  by  a  worsening  in  the 
foreign  trade  jiosition  and  a  di'op  in  busi- 
ness investment  in  new  structures. 

EMPLOYMENT  COSTS  

Tuvsditi),  Oct.  J7,  8:.UI  a.m. 
Compensation  costs  pi'ohably  rose  by 
O.S%  in  the  third  quarter,  the  same 
small  advance  as  in  the  second  quarter. 


Wage  growth  has  slowed  in  the  past 
two  years,  i)ut  lienefits— especially  med- 
ical insurance— are  still  rising  rapidly. 

CONSUMER  CONFIDENCE  

Tiicsdiii/,  Oct.  .27,  1(1  (t.iii. 
The  Conference  Board's  index  of  consu- 
mer confidence  in  October  prol)al)ly  was 
little  changed  ft'om  its  fl<)wnl)eat  reading 
of  5(i.4  in  September. 

DURABLE  GOODS  ORDERS  

Wefhiescla//,  Oct.  28,  H:SO  a.m. 
New  orders  for  durable  goods  likely  rose 
by  just  (J.5%  in  September,  say  the  MMS 
economists.  Orders  had  declined  0.1%  in 
August.  The  small  September  gain  sug- 
gests that  unfilled  orders  fell  for  the 
i;3th  month  in  a  row. 


PERSONAL  INCOME 


Wcdncsdaii,  Oct.  .28,  10  a.m. 
The  MMS  consensus  expects  that  p 
sonal  income  rose  by  0.4%  in  Septemb 
after  dropping  0.5%  in  August 
hounce-liack  in  rental  income  after  H 
ricane  Andrew  will  account  for  most 
the  swing.  Consumer  spending,  wh 
fell  by  0.1%  in  August,  likely  increas 
by  0.4%  last  month.  That's  suggest 
by  the  modest  gain  in  retail  sales. 

SINGLE-FAMILY  HOME  SALES 


Friday,  Oct.  30,  10  a.m. 
New  homes  likely  sold  at  an  annual  r 
of  588,000  in  September-,  up  fi'om  570,( 
in  August.  The  summer  drop  in  mc 
gage  rates  is  finally  boosting  the  dat 
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The  new  HP  DeskJet  550C. 


«1.099. 


-? 

Great  things  happen  when  you  have 
a  DeskJet  550C  printer  from  Hewlett- 
Packard.  Because  it's  never  been  so 
easy  to  print  high-quality  black  and 
white.  And  brilliant  color 

The  DeskJet  550C  prints  true  black 
at  300  dots  per  inch.  Clean,  crisj)  and 
sharj),  for  the  kind  of  professional 
print  quality  you  expect  from  HF^ 

For  added  impact,  the  DeskJet  550(/ 
makes  it  easy  to  add  color  to  your 
work.  The  black  and  color  cartridges 
are  built  in  and  work  together  Giving 
you  access  to  millions  of  stunning 
colors. 

You  can  get  an  HP  DeskJet  550C,  or 
a  DeskWriter  550C  for  the  Macintosh, 
for  a  suggested  list  price  of  just 
$1-099.*  So  if  you're  lookirig  for  an 
affordable  way  to  make  a  powerful 
impression,  get  a  DeskJet  550C  printer 
Then  see  what  happens. 

For  another  cost-effective  way  to  get 
great-looking  black  and  white  and 
color,  the  HP  DeskJet  500C  and  the 
■  DeskWriter  C  are  now  available  for  a 
low  price  of  just  $779.* 

(\ill  1-800-552-8500,  Ext.  7109  for 
the  name  of  the  authorized  HP  dealer 
nearest  yout  To  receive  information 
bv  fax  call  1-800-333-1917,  choose 
HP  FIRST,  document  '^9605. 


DeskJet  Printers 
Make  it  happen. 


v        Hewlett-Packani Company  I>E12:2I  t 
•Su)*!<?sWU.S:iist  pril  l'  tin  Canada  call  1  H(HI  :!xT  ;si;7  Kv 
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GUESS  WHO  ISN'T 
BUYING  AMERICAN 

FOR  MANY  U.S.  COMPANIES,  IMPORTED  GOODS  ARE  CHEAPER  AND  BETTER-MAD 


I  '9 


y  now,  the  "Buy  American"  mes- 
sage has  been  drummed  into  the 
nation's  consumers.  Remember 
Monsanto  Chemical  Co.'s  January  offer 
to  employees?  The  company  said  it 
would  give  $1,000  to  workers  who 
bought  cars  assembled  in  the  U.  S.,  Can- 
ada, or  Mexico.  Just  this  month,  the 
mayor  of  Flint,  Mich.,  said  he  would  bar 
foreign-made  cars  from  parking  in  the 
city  hall  garage. 

Just  the  same,  the  Commerce  Dept. 
reported  on  Oct.  15  that  the  U.  S.  mer- 
chandise trade  deficit  widened  from  $7.3 
billion  in  July  to  $9  billion  in  August — 
the  worst  gap  in  nearly 
two  years.  Here's  the 
surprise:  On  the  import 
side,  the  culprit  isn't 
necessarily  consumers 
picking  up  German  cof- 
fee makers  or  made-in- 
Taiwan  tennis  rackets. 
These  days,  American 
business  increasingly  is 
behind  the  widening 
tra<le  gap. 

LONG  LIST.  The  numbers 
tell  the  story.  While 
nonauto  imports  of  con- 
sumer goods  fell  by 
2.2'/'  in  August,  imports 
of  capital  goods  rose 
for  the  third  consecu- 
tive month,  gaining 
1.5'/,  Commerce  says. 
And  in  the  second  quar- 
ter, the  most  recent  pe- 
riod tallied,  business  im- 
ports totaled  $242.6 
billion,  a  SS7'  increase, 
says  DRi/McGraw-Hill. 
That  jump  was  nearly 
twice  the  growth  rate 
of  auto  and  other  con- 
sumer goods  imports 
(charts). 

The  companies  behind 
these  numbers  are  le- 
gion. Black  &  Decker 
Corp.,  for  instance,  has 


fought  hard  to  win  back  a  market  that 
U.  S.  companies  had  largely  lost  to  Asian 
competitors.  Yet  when  the  toolmaker 
had  to  buy  four  $100,000  computer-con- 
trolled lathes  this  year,  it  bought  them 
in  Japan.  Now  the  company  is  mulling 
whether  to  buy  new  gear-cutting  ma- 
chines from  a  supplier  in  Rochester, 
N.  Y.,  or  one  in  Germany. 

Or  consider  Hughes  Aircraft  Co.,  a 
mainstay  of  the  U.  S.  defense  industry. 
Hughes,  a  General  Motors  Corp.  unit, 
recently  won  a  $31  million  contract  to 
supply  sonar  systems  for  U.  S.  Navy  he- 
licopters. A  key  part  of  the  system  will 


be  imported  from  France:  Thomsni 
already  makes  the  mechanism  foi 
British  navy.  Boeing  Co.,  too,  is  rt 
more  on  foreign  parts.  While  thr 
counted  for  less  than  4'/'  of  its  747 
bo  jet,  Boeing  will  import  about  2ii 
the  airframe  for  its  new  777. 

The  rise  in  imports  could  hardly 
at  a  worse  time  for  America's  man 
turing  economy,  struggling  to  escaj 
cession's  grip  (page  23).  Indeed, 
McGraw-Hill  reckons  imports  may 
cut  17'  off  America's  gross  don 
product  this  year. 

There  may  yet  be  one  positive 
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;ting  residue  from  the  trend.  Robert 
wrence,  professor  of  international 
:)nomics  at  Harvard  University,  says 
ing  capital-goods  imports  may  be  a 
^n  of  a  cyclical  recovery.  "We  like  to 
ime  foreigners  for  our  problems,  but 
s  may  be  a  signal  that  U.  S.  compa- 
!S  are  investing  more,"  he  says.  "It's 
!vitable  that  as  the  economy  recovers 
;  trade  deficit  will  rise." 
I  OPTIONS.  What's  behind  Corporate 
nerica's  offshore  spending  spree? 
me  executives  say  it's  a  matter  of 
ality.  In  1989,  when  Ortho  Biotech,  a 
bsidiary  of  Johnson  &  Johnson,  want- 
to  outfit  a  new  plant  in  Puerto  Rico, 
went  to  Finland  for  a  water-purifica- 
n  system.  The  biotech  company  says  it 
lid  have  purchased  the  equipment  in 
!  U.  S.  but  says  the  Finnish  system 
s  better.  "We  try  to  buy  American," 
:s  President  Dennis  N.  Longs treet. 
^6  buy  outside  the  country  really 
en  the  quality  is  clearly  superior." 
)ther  companies  say  they  don't  have 
;  luxury  of  choice:  that  goods  they 
?d  simply  aren't  made  domestically 
/more.  Black  &  Decker,  for  instance, 
?s  that's  the  case  with  the  lathes  it 
nted  and  points  out  that  70%  of  the 
lipment  it  buys  is  made  in  the  U.  S. 


And  Silicon  Valley's  computer  execu- 
tives long  have  comjilained  that  they 
can't  get  U.  S.-made  licpiid-crystal  dis- 
plays for  their  portable  computers — al- 
though their  offshore  buying  is  what 
shut  the  domestic  business  down  in  the 
first  place.  One  result  of  this  vicious  cy- 
cle: Sales  of  LCDs  to  U.  S.  companies  this 
year  are  expected  to  jump  957',  to  $222 
million,  from  $114  million  in  1990.  The 
computer  makers  may  gain  a  second 
chance:  On  Oct.  21,  Motorola  Inc.  said  it 
has  formed  a  joint  venture  with  In  Fo- 
cus Systems  Inc.,  a  tiny  U.  S.  screen- 
maker,  to  produce  screens  in  America. 

But  many  U.  S.  companies  go  shop- 
ping overseas  simply  to  cut  costs.  When 
Arco  Chemical  Co.  went  looking  for  the 
40-foot-in-diameter  steel  containers  it 
needed  for  a  new  $500  million  production 
plant  near  Houston,  it  rejected  costlier 
U.  S.-made  products  in  favor  of  those 
made  in  Japan  by  Sumitomo  Heavy  In- 
dustries Ltd.  "We'll  bid  competitively 
anywhere  to  get  this  equipment,"  says 
Donald  P.  Mykytiuk,  Arco's  director  of 
project  management. 

Besides,  picking  up  an  import  here 
and  there  can  make  exporting  a  whole 
lot  easier.  Hughes,  which  allied  with 
Germany's  Siemens  Plessey  Systems 
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U.S.  MERCHANDISE  TRADE 
DEFICIT,  THREE-MONTH 
MOVING  AVERAGE  f\ 

and  Norway's  NKT  to  win  a  $452  million 
radar  contract  from  the  U.  S.  Army  this 
year,  is  maintaining  the  alliance  in  hopes 
of  winning  surface-to-air  missile  con- 
tracts in  both  partners'  countries. 

Like  other  ill  winds,  this  one  does 
blow  some  good.  This  year,  despite  a 
weak  market  for  autos,  imports  of  car 
parts  from  Japan,  Mexico,  and  Canada 
remained  at  a  high  $10.5  billion,  accord- 
ing to  the  University  of  Michigan.  But 
the  rise  in  auto-parts  imports  means  an 
uptick  in  U.  S.  production  of  vehicles 
that  might  have  been  made  overseas. 
PICKUP  PICKUP.  Something,  in  other 
words,  beats  nothing.  Take  the  New 
United  Motor  Manufacturing  Inc. 
(NUMMI)  plant  in  Fremont,  Calif.,  the  GM- 
Toyota  joint  venture.  Last  year,  NUMMI 
began  assembling  Toyota-branded  pick- 
up trucks.  In  the  second  half  of  this 
year,  production  will  total  45,000  trucks, 
up  from  only  3,000  in  1991,  according  to 
Ward's  Automotive  Reports.  For  each 
of  the  trucks  built  there,  NUMMI  will  im- 
port an  engine,  transmission,  and  other 
parts  from  Japan.  On  the  other  hand, 
NUMMI  invested  about  $350  million  in  the 
U.  S.  plant  and  hired  about  850  workers. 

To  some  U.  S.  companies,  that's  not 
much  of  a  silver  lining.  Universal  Instru- 
ments Corp.,  a  Bing- 
hamton  (N.  Y.)  maker 
of  equipment  for  at- 
taching electronic  com- 
ponents to  circuit 
boards,  says  it  can  bare- 
ly compete  with  its  off- 
shore rivals.  Universal's 
president,  Gerhard  D. 
Meese,  says  his  compa- 
ny is  fighting  as  many 
as  50  foreign  rivals. 

To  stay  competitive, 
Meese  has  made  three 
trips  to  Japan  in  search 
of  ways  to  improve  his 
product.  A  new  ma- 
chine, he  says,  has  kept 
most  customers  and  has 
prevented  rivals  from 
eating  into  his  $230  mil- 
lion in  annual  sales. 
"But  if  you  look  at  our 
market  share,"  he  .says, 
"there  has  definitely 
been  some  erosion."  If 
it  continues,  Meese's 
U.  S.  customers  may 
one  day  complain  that 
they  don't  have  the  op- 
tion of  buying  at  home. 

By  Ronald  Grovcr  and 
Amy  Barrett  in  Los 
Angeles,  with  Joseph 
Weber  in  Philadelphia 
and  bureau  reports 
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A  THIRD-QUARTER  PROFIT  PREVIEW: 
NOT  HALF  BAD 


Chrysler  and  brokers  hit  it  big — but  AMR  was  a  nasty  surprise 


What  do  you  call  a  quarter  in  which  a  Detroit  auto  maker  actually 
posts  a  profit?  Not  bad.  Chrysler  Corp.  wasn't  the  only  compa- 
ny in  BUSINESS  week's  flash  report  on  third-quarter  profits  to 
post  an  upside  surprise.  Wall  Street  had  a  neat  three  months,  with  both 
Merrill  Lynch  &  Co.  and  PaineWebber  Group  Inc.  beating  forecasts.  Yet  the 
downside  proved  dramatic.  AMR  Corp.,  American  Airlines'  parent,  took 
some  bad  blows,  thanks  to  the  summer's  fare  war.  And  IBM,  of  course,  post- 
ed bad  results.  But  take  IBM  out  of  the  mix,  and  Wall  Street  analysts  did  a 
pretty  good  job  of  gauging  the  quarter's  performance  for  the  remaining  81 
companies  on  our  list.  Consensus  earnings  estimates  as  of  last  Aug.  13 — 
about  midquarter— missed  the  mark  by  just  a  penny. 


Current 

qlr.  sales  4 

INDUSTRIALS 

100  680  7 

ALCOA 

2,381.7 

AMERICAN  CYANAMID 

1,198.0 

AMOCO 

7,261  0 

AVON 

938.8 

BLACK  &  DECKER 

1,185.7 

BOISE  CASCADE 

934.5 

BRISTOL-MYERS  SQUIBB 

3,102.6 

CHAMPION  INTERNATIONAL 

1,259.2 

CHRYSLER 

9,216.0 

COCA-COLA 

3,507.5 

CORNING 

1,1620 

CPC  INTERNATIONAL 

1,6015 

CUMMINS  ENGINE 

903.6 

GENERAL  DYNAMICS 

1,661.0 

GENERAL  ELECTRIC 

15,137  0 

GEORGIA-PACIFIC 

3,061.0 

GILLETTE 

1,249.2 

GREAT  LAKES  CHEMICAL 

374.9 

JOHNSON  &  JOHNSON 

3,480.0 

KELLOGG 

1,670.7 

LOCKHEED 

2,474.0 

MAYTAG 

735.5 

MERCK 

2,464.3 

OWENS  CORNING 

786.0 

PEPSICO 

5,640.0 

PFIZER 

1,827.6 

PHILIP  MORRIS 

15,005  0 

RUBBERMAID 

473.5 

TEXACO 

10,005.0  ^ 

SERVICES 

30  254.5 

AMR 

3,725.0 

BLOCKBUSTER  ENT. 

283.8 

CAPITAL  CITIES/ ABC 

1,215.3 

CHEMICAL  BANKING 

NA 

CHEMICAL  WASTE  MGMT. 
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COHTIHEHTAL 
DRIFT  AT  IBM 


Its  earnings  engine  is  sputtering 
as  Europe's  growth  slows 


For  IBM,  it  was  the  quarter  from 
hell.  First,  cut-rate  personal  com- 
puter clones  trounced  Big  Blue's 
own  uncompetitive  line  of  PCs,  which  in 
October  were  replaced  with  new  models 
(page  152).  Then,  sales  of  high-profit 
mainframes  faltered — less  than  a  year 
after  new  models  had  their  debut.  But 
the  zinger  came  from  Europe  and  the 
wild  gyrations  its  currency  markets  suf- 
fered in  September.  Amid  the  turmoil, 


IBM  said,  buyers  froze  computer  orders. 
Profits  plunged  517',  to  $86  million — be- 
fore a  $4.4  billion  special  charge. 

Now  for  the  really  bad  news.  Europe's 
currency  crisis  was  in  fact  only  an  acute 
symptom  of  a  chronic  malaise:  The  Con- 
tinent's economies  are  stagnating  or  con- 
tracting— and  political  turmoil  over  eco- 
nomic union  has  shaken  business 
confidence.  The  upshot?  Europe,  once 
IBM's  earnings  engine,  may  sap  profits 
throughout  1993.  "The  banker  IBM  al- 
ways counted  on  isn't  there  anymore," 
says  Derek  Lewis,  managing  director  of 
British  computer  dealer  Technology  PLC. 
IN  SAD  COMPANY.  IBM  isn't  the  only 
American  company  laying  the  blame  for 
a  lousy  third  quarter  on  Europe's 
shores.  Ford  Motor  Co.  has  already 
warned  that  its  results  will  be  hurt  by 
flat  sales  on  the  Continent.  But  technol- 
ogy companies,  which  have  seen  much 
of  their  sales  and  profit  growth  shift  to 


Europe  during  the  past  decade,  are 
especially  hard  by  the  region's  wo 
Digital  Equipment,  Computervisi( 
Stratus  Computer,  and  Lotus  Devel' 
ment  all  have  complained  of  weak  Eu 
pean  sales  in  the  latest  quarter. 

There  is  plenty  to  complain  about.  I 
Europe  Chairman  Renato  Riverso  sj 
the  $124  billion  European  technolo 
market  may  not  grow  at  all  in  199^ 
compared  with  average  annual  grov 
of  87f  during  the  past  three  years.  Ai 
he  adds,  "we  have  no  reason  for  o] 
mism  that  1993  will  be  any  better." 

Not  without  some  help  from  heav 
anyway.  In  Britain,  for  instance,  deali 
say  widespread  layoffs  at  compan 
such  as  British  Aerospace  PLC  and  Ro 
Royce  PLC  have  been  accompanied 
massive  cuts  in  data-processing  budge 
Even  companies  based  in  France,  wh< 
the  economy  is  relatively  buoyant, 
cutting  back.  Take  Peugeot.  Last  Ap 
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auto  maker  went  on  an  austerity 
c,  pushing  back  107<  of  ail  scheduled 
jstment.  Because  of  the  September 
aluation  of  currencies  in  Italy,  Brit- 

and  Spain — three  big  export  mar- 
for  Peugeot — the  auto  maker's 
fits  will   weaken,   causing  further 
itening  of  capital  spending. 
:al  control.  That's  rotten 
m  for  IBM,  since  Peugeot  will 
ly  757f  of  its  planned  fourth- 
rter  buying  of  PCs  until  next 
r,  including  $3  million  in  IBM 
iness,  says  Jean-Serge  Berton- 

the  car  maker's  chief  techni- 
officer.  Only  projects  critical  to 
ing  costs  are  moving  ahead, 
h  as  an  $8.4  million  upgrade  to 
geot's  mainframes.  Says  Ber- 
iini:  "We're  postponing  every- 
:.g  we  can." 

lost  worrisome  is  the  technol- 
market  in  Germany,  Europe's 


economic  engine.  Computer  sales  to 
emerging  east  German  businesses 
peaked  early  this  year.  Now,  major  com- 
puter customers  such  as  chemical  mak- 
ers BASF,  Hoechst,  and  Bayer  are  cut- 
ting costs  as  exports  are  slammed  by 
the  strong  German  mark.  Auto  makers 
are  starting  to  cut  back,  too.  "If  Germa- 


ny goes  down,"  worries  IBM's  Riverso, 
"it  will  pull  all  of  Europe  with  it." 

Like  many  U.  S.  companies  with  sag- 
ging European  sales,  IBM  has  been  try- 
ing to  boost  profits  by  reorganizing 
abroad.  To  cut  overhead  and  speed  deci- 
sion-making, Riverso  last  year  began 
shifting  responsibility  for  product-line 
management  and  marketing  from 
IBM's  Paris  headquarters  to  re- 
gional managers.  By  year's  end, 
IBM's  European  staff  will  shrink 
17';;,  to  90,000  workers. 

Still,  such  moves  only  go  so  far. 
"We're  running  very  fast  to  get 
■nore  competitive,"  Riverso  says. 
But  I  can't  say  everything  we 
ave  is  going  to  the  bottom  line." 
Translation:  IBM  Europe  isn't  plan- 
ning to  send  its  parent  quarters 
I  rom  heaven  any  time  soon. 

Bi/  Jonathan  B.  Lerine  in  Paris, 
with  bureau  reports 
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Commentary/by  Howard  Gleckman 


DEAR  BILL:  STEER  CLEAR  OF  THE  SHORT-TERM  FIX 


Ahead  in  the  polls  by 
lo-plus  points  and  im- 
I)ervious  to  Republi- 
can character  assaults,  Bill 
Clinton  appears  headed  for 
victory  on  Nov.  3.  But  even 
before  the  votes  are  cast, 
the  Arkansas  governor's  ad- 
visers are  struggling  with  the  central 
problem  that  he  would  face  as  Presi- 
dent: How  can  he  balance  the  compet- 
ing imperatives  of  reducing  the  budget 
deficit  and  getting  the  economy  mov- 
ing? President  Bush's  inability  to 


shake  the  tyranny  of  the  deficit 
has,  in  all  probability,  cost  him 
his  job.  And  Clinton  aides  know 
that  if  they  do  not  do  better, 
the  fiscal  dragon  could  slay  his 
Presidency  as  well. 

Clinton  has  gotten  an  early 
whiff  of  the  dangers.  When  an 
already  shaky  bond  market  re- 
alized that — gasp! — a  Demo- 
crat was  about  to  win,  it  got  a 
case  of  the  willies.  It  wasn't  all 
the  candidate's  doing,  but 
yields  on  30-year  Treasury 
bonds  surged  from  7.50'^  on 
Oct.  15  to  7.61%  on  Oct.  21. 
Word  leaked  that  Clinton 
might  be  considering  a  new 
short-term  stimulus  package 
on  top  of  the  $80  billion  federal 
spending-c« ?«-investment  pro- 
gram he  has  been  promoting. 
Bond  traders  went  into  a  funk 
despite  the  efforts  of  Clinton's 
advisers  to  calm  the  market. 
"It's  a  hell  of  a  burden  to  in- 
herit an  economy  this  weak 
and  a  deficit  this  big,"  says 
Clinton's  economic-issues  direc- 
tor, Gene  Sperling.  "But  we 
will  remain  firm." 
TALI  ORDER.  The  debate  among  Clinton 
advisers  isn't  really  about  extra  spend- 
ing. It's  a  disagreement  over  how 
quickly  Clinton's  investment  plan 
should  kick  in.  Some  of  his  gurus,  par- 
ticularly Harvard  University  Professor 
Robert  B.  Reich,  want  to  give  the  econ- 
omy a  quick  jolt  by  accelerating  some 
public-works  spending.  Others,  includ- 
ing Progressive  Policy  Institute  Vice- 
President  Robert  J.  Shapiro  and  Wall 
Streeters  Robert  S.  Rubin  and  Roger 
C.  Altman,  counsel  caution. 

Clinton  still  has  an  election  to  worry 
about,  and  he  won't  tackle  this  touch- 


stone issue  until  after  Nov. 
3.  But  he's  beginning  to  rec- 
ognize his  painful  choice.  He 
has  promised  to  halve  the 
deficit  in  four  years,  boost 
spending,  expand  tax  incen- 
tives, and  raise  taxes  only 
on  the  rich  and  on  foreign 
corporations.  That's  a  tall  order,  and 
Bush  has  repeatedly  charged  that  Clin- 
ton will  resort  to  raising  taxes  on  the 
middle  class.  In  the  Oct.  19  debate  in 
East  Lansing,  Mich.,  Clinton  estab- 
lished his  priorities:  "If  the  money  does 
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not  come  in  there  to  pay  for  these  pro- 
grams, we  will  cut  other  government 
spending  or  we  will  slow  down  the 
phase-in  of  the  programs." 

That  suggests  Clinton  may  not  be 
receptive  to  calls  for  a  quick  economic 
fix.  But  if  the  economy  remains  slug- 
gish, pressure  will  build  on  Clinton  to 
act  boldly — not  just  for  the  long  term 
but  for  the  short  run  as  well. 

Stimulus  schemes  come  in  two  fla- 
vors: a  speedup  in  public-infrastructure 
spending  and  some  sort  of  business  tax 
cut.  Spending  boosters  argue  that 
since  the  checks  would  be  written  any- 


way, why  not  jump-start  the  econom 
by  loading  as  much  of  the  money 
possible  into  early  1993?  But  the  econ 
my  may  have  trouble  digesting  adc 
tional  public-works  funding.  Congres 
and  the  Administration  have  alread 
agreed  to  spend  more  than  $25  billio 
in  the  coming  year  on  roads,  water  an 
sewer  projects  and  on  mass  transi 
Congressional  Budget  Office  Direct( 
Robert  D.  Reischauer  doubts  wheth( 
another  huge  dollop  of  cash  could  1: 
spent  efficiently  in  such  a  short  pei 
od  of  time. 

FEW  BUYERS.  Clinton  advisei 
have  kicked  around  two  tax  i 
centives:  a  temporally  inves 
ment  credit  designed  to  boos 
capital  spending  and  a  cred 
for  wages  paid  to  new  hires, 
generous  but  temporary  inves 
ment  tax  credit  might  accele 
ate  equipment  purchases 
1993  even  if  it  did  little  to  rais 
investment  in  the  long  run. 
so,  Clinton  might  be  better  a 
with  it  than  with  the  perm 
nent — and  more  expensive- 
write-off  that  he  has  bee 
pushing.  He  might  even  try 
one-year  speedup  of  depreci 
tion,  as  Bush  proposed  earlif 
this  year. 

But  tax  incentives  may  m 
be  enough  to  encourage  bus 
ness  spending,  since  lower  i 
terest  rates  already  have  dra 
tically  cut  the  cost  of  capita 
The  real  problem  is  that  wit 
orders  weak,  businesses  ai 
unwilling  to  purchase  ne 
equipment  no  matter  ho 
cheap  the  financing. 

The  Arkansas  governc 
knows  that  America's  real  ec 
nomic  problems  are  long  term:  tl 
challenges  of  opening  foreign  marke 
to  American-made  products,  the  effec 
of  the  conclusion  of  the  cold  war  on  tl 
defense  industry,  excess  private  ar 
government  indebtedness,  and  a  co: 
tinning  surplus  of  commercial  real  e 
tate.  Clinton  also  ought  to  know  th; 
there  are  no  short-term  solutions 
those  problems.  He  has  been  correct 
focus  on  the  nation's  long-range  need 
It  would  be  a  shame  if  a  newly  electe 
Bill  Clinton  ended  up  spending  hot 
dollars  and  precious  credibility 
search  of  a  quick  fix. 
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IBYINGI 


LEPHANTS 


)P  lobbyists  are  scrambling  to  get  a  foothold  with  Clinton's  crew 


t  Maison  Blanche,  a 
trendy  eatery  near  the 
1^       White    House,  the 
f  is  in  shock.  Ask  a  wait- 
ihdut  the  possible  arrival 
Hill  Clinton's  Arkansas 
lies,     and     he  sniffs: 
I  y'il  probably  be  ordering 
vtliing  with  ketchup." 
t  Bush-Quayle  campaign  headquar- 
.  ,  the  mood  is  grim  and  the  humor 
•    tu  pitch  black.  "It's  over,"  concedes 
i  p  campaign  official.  The  hottest  item 
tu'  Death  Watch  underground?  Boot- 
>  uleotapes  of  Budget  Director  Rich- 
Darman  masquerading  as  Clinton 
-avaging  President  Bush's  economic 
■n's  in  a  mock  debate, 
owly,  but  with  a  sigh  of  finality,  a 
'ington  accustomed  to  12  years  of 
le  Republicanism  is  bracing  for 
'i:islaught  of  the  Democratic  Visi- 
^  IS  And  no  one  is  bracing  more  than 
I  ity's  elite  lobbying  firms  and  trade 
I  il  lations.  There,  one  can  hear  the 


rustle  of  phone  books  being 
frantically  thumbed,  as  Re- 
publicans struggle  to  find 
someone — anyone — who  has 
a  friend  who  went  to  Oxford 
with  Clinton. 

Elections  like  this  one  are 
tough,  says  Washington  at- 
torney Frank  Shuchat:  "Republican  Ro- 
lodexes  become  redundant."  Adds  Dem- 
ocratic lobbyist  Mark  Siegel:  "A  lot  of 
people  cut  themselves  off  from  Demo- 
cratic decision-makers  thinking  that  they 
would  never  have  to  deal  with  them  in 
their  lifetime.  Now,  their  worst  night- 
mare is  coming  true." 

Some  of  the  biggest  jitters  are  being 
felt  by  foreign  corporations,  drug  manu- 
facturers, the  medical  lobby,  and  insur- 
ance companies.  Clinton  has  vowed  to 
end  alleged  price-gouging  by  drugmak- 
ers  and  hinted  at  price  controls.  So  the 
Pharmaceutical  Manufacturers  Assn. 
has  been  trying  to  open  direct  lines  of 
communication  to  Little  Rock.  And  when 


Clinton  recently  toured  a  Merck  &  Co. 
facility,  company  officials  made  the  case 
for  restraint. 

Food-industry  lobbyists  aren't  taking 
any  chances,  either.  Fearful  that  Clinton 
might  mandate  tough  labeling  rules, 
food  processors  are  seeking  out  the  few 
friendly  faces  they  can  find  in  the  Clin- 
ton camp.  One  contact:  Caren  Wilcox,  a 
Hershey  Foods  Corp.  government-rela- 
tions director  who  has  taken  a  leave  to 
work  on  Clinton's  political  staff. 
'A  SPLENDID  TIME.'  But  business  has  no 
idea  whether  these  overtures  will  pay 
off.  "A  lot  of  this  [early]  lobbying  is 
wasted,"  says  a  top  biotech  lobbyist. 
"The  best  story  I've  heard  is  of  a  Euro- 
pean Community  official  who  went  to 
Little  Rock  and  wound  up  sitting  in  a 
cafeteria  talking  to  some  27-year-old 
who  was  trying  not  to  fall  asleep." 

Still,  they  come,  checking  into  Little 
Rock's  Excelsior  Hotel  and  occasionally 
ordering  something  daring,  such  as 
chicken  fried  steak,  at  a  local  restaurant. 
Four  top  officials  of  the  American  Medi- 
cal Assn.  made  the  trek  in  September  to 
chat  up  Campaign  Manager  David  Wil- 
helm  and  Atul  Gawande,  the  young  aide 
in  charge  of  health  issues.  Clinton  wants 
to  include  a  plan  to  control  health  costs 
in  his  "100  Days"  agenda,  and  doctors 
worry  about  his  goal  of  setting  a  gov- 
ernment cap  on  health  spending. 

Hospitals  are  just  as  nervous.  Michael 
D.  Bromberg,  executive  director  of  the 
Federation  of  American  Health  Systems, 
says  he  has  already  had  several  contacts 
with  Clinton  people.  "Our  concern  is: 
Who  will  control  the  heart  and  soul  of 
Bill  Clinton  over  health  care?"  He's  try- 
ing to  figure  out  who  will  wind  up  on 
Clinton's  transition  team.  But  that  ap- 
proach may  not  reap  big  dividends  this 
time.  The  Arkansan  may  bar  transition- 
team  members  from  cashing  in  after 
January  by  prohibiting  them  from  lobby- 
ing Administration  contacts  in  their  ar- 
eas of  expertise. 

Even  that  Perot-like  chastity  can't 
dampen  the  spirits  of  long-exiled  Demo- 
crats. Frank  Mankiewicz,  vice-chairman 
of  the  Hill  &  Knowlton  lobbying  empire. 


AN  YOU  SAY 


CLINTON'? 

\n  irreverent  guide  to 
■)e  capital's  emerging 
power  structure 


WHO'S  IN 


WHO'S  OUT 


PAnON,  BOGGS  &  BLOW  Democratic 
National  Chairman  Ron  Brown's  firm 


BLACK  MANAFORT  STONE  &  KELLY  Home  oHop 
Bush  campaign  official  Charlie  Block.  B-r-r-r. 


NATIONAL  EDUCATION  ASSN. 

Teachers  gave  Clinton  an  A-plus 


PHARMACEUTICAL  MANUFACTURERS  ASSN. 

Clinton  is  aiming  his  budget  ax  at  drugmakers 


NATIONAL  CONSTRUCTORS  ASSN. 

Did  somebody  say  infrastructure? 


U.S.  CHAMBER  OF  COMMERCE 

A  supply-side  redoubt 


PROGRESSIVE  POLICY  INSTITUTE 

Clinton's  favorite  centrist  think  tank 


HERITAGE  FOUNDATION 

Bock  to  Fringe  City 


FLORIDA  AVENUE  GRILL  Washington's 
soul-food  mecca  for  hungry  Little  Rockers 


MAISON  BLANCHE  Whe  re  Republican 
bigwigs  whine  and  dine.  Ires  outre 
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says:  "I'm  looking  at  the  transition  as  a 
splendid  time."  No  wonder.  Man- 
kiewicz's  firm  is  chock-full  of  such  prom- 
inent Democrats  as  former  union  lobby- 
ist Howard  Paster  and  former  Carter 
aide  Anne  Wexler.  "The  lobbying  busi- 
ness for  some  time  has  been  mostly  a 
Republican  business,"  Mankiewicz  says. 
"That's  about  to  change." 
Despite  the  fear  in  nop  lobbying 


ranks,  some  Republicans  feel  that  the 
changing  of  the  guard  in  Washington 
may  turn  out  to  be  good  for  business. 
"We're  going  to  take  on  maybe  two 
more  Democratic  partners,"  says  a  top 
executive  in  an  old-line  GOP  lobbying 
shop.  A  sign  of  the  times:  Cassidy  & 
Associates  Inc.,  a  big  Washington  outfit, 
has  just  signed  on  House  Ways  & 
Means  Committee  member  Marty  Russo 


(D-Ill.),  who  lost  his  primary  this  yt 
Grins  a  principal  of  one  top  GOP  lob 
ing  firm:  "Whenever  an  Administrat 
that's  perceived  as  antibusiness  ta 
over,  lobbyists  thrive. . . .  We'll  do 
right."  In  fact,  they're  betting  their  G 
cis  on  it. 

By  Lee  Walczak.  with  John  Cai 
Susan  B.  Garland,  and  Dean  Foust 
Washington 


THE  DEBATES  I 


THE  VIEW  FROM  THE  CORNER  OFFICE: 
BUSH  IS  A  GONER 


Our  unscientific  survey  finds  many  CEOs  expect  a  Clinton  victory 


c 


esigned  .  .  .  desperate  .  .  .  unfo- 
cused .  .  .  weak  .  .  .wandering  .  .  . 
.confused  .  .  .  embarrassing."  Sor- 
ry, Mr.  President.  Those  i)ans  of  your 
performance  in  the  Presidential  debates 
aren't  from  the  Clinton  camp.  They're 
from  folks  who  are  supposed  to  be 
strong  supporters. 

BUSINESS  WEP:k  con- 
ducted an  entirely  un- 
scientific survey  of 
Corporate  America's 
brass — an  electronic 
town  meeting  of 
sorts — by  sending  via 
fax  a  two-page  ques- 
tionnaire to  24  top  ex- 
ecutives around  the 
country.  Their  view: 
Bush  is  headed  for 
the  showers.  Remark- 
ably, although  three- 
quarters  of  the  group 
voted  Republican  in 
1988,  most  seem 
ready  for  a  change  to 
a  Democrat.  Only  two 
picked  Ross  Perot  to 
win.  "Go,  Ross,"  said 
one  of  them.  Sun  Mi- 
crosystems CEO  Scott 
G.  McNealy. 

Respondents  to  the 
survey — distributed 
and  returned  on  Oct. 
20  after  the  final  de- 
bate— didn't  exactly 
s\vo(.)n  over  Arkansas 
Governor  Bill  Clinton. 
But  they  thought  he  had  bested  the 
President.    "Upbeat  .  .  .  commanding 
. . .  well-informed  ...  at  ease  .  .  .  well-pre- 
pared" were  typical  responses,  along 
with  "slick"  and  "insincere."  Alan  C. 
Greenberg,  chairman  of  Bear,  Stearns  & 
Co.,  plans  to  vote  for  Clinton,  but  still 
groused  that  he  "looks  like  a  hairdress- 


In  the  debates, 
Clinton  was 
found  to  be  up- 
beat, command- 
ing, and  well-in- 
formed— also 
slick  and  insin- 
cere. Bush  was 
seen  as  re- 
signed, weak, 
and  wa 
Per 


er."  Rene  V.  Anselmo,  chairman  of  Al- 
pha Lyracom  Space  Communications 
Inc.,  complained  that  Clinton  came  off  as 
a  "polished  used-car  salesman."  An- 
selmo is  still  undecided  but  boldly  pre- 
dicted a  win  for  independent  Perot. 

Nearly  half  the  respondents  agreed 
with  the  statement  that 
Bush  will  lose  and  "maybe 
a  change  would  be  good." 
Only  one— Martin  D.  Walk- 
er, CEO  of  Cleveland's 
M.  A.  Hanna  Co. — checked 
off  the  box  saying  he  was 
"terrified"  at  the  prospect 
of  a  Democrat  resodding 
Bush's  horseshoe  pit. 

Five  executives  warned 
that  Clinton  won't  do  any 
better  than  Bush.  "Clinton 
hasn't  the  vaguest  idea  on 
how  the  economy  really 
works,"  said  Gilbert  F. 
Amelio,  chief  of  National 
Semiconductor  Corp.  Not 
all  techies  dislike  Clinton: 
Thirty  software  execs,  in- 
cluding Microsoft  Corp. 
Executive  Vice-President 
Steve  Ballmer,  were  set  to 
endorse  him  on  Oct.  26. 
SELF-HELP.  In  a  survey 
question  of  who  has  the 
"best  grasp  of  the  central 
issues,"  Clinton  edged  out 
Perot,  who  seemed  a  senti- 
mental favorite  of  many  of 
his  fellow  plutocrats.  The 
Texan,  who  says  he  pre- 
pares his  own  flip  charts,  got  the  nod 
from  14  executives  for  having  "the  best 
understanding  of  business  and  of  the 
key  problems  afflicting  the  U.  S.  econo- 
my." Perot  is  "raising  issues  and  saying 
the  unsayable,"  said  Donald  B.  Marron, 
chairman  of  PaineWebber  Group  Inc. 

Surprisingly,  for  a  group  that  ham- 


mered Bush's  debating  skills  and 
grasp  of  economic  issues,  most  of 
executives  assigned  him  little  blame 
the  nation's  economic  woes.  "Most  of 
blame  belongs  to  Reagan,"  said  Doug 
Carlston,  CEO  of  Broderbund  Softw 
Inc.  W.  J.  Sanders  III,  CEO  of  Advan 
Micro  Devices  Inc.,  assigns  Bush  "1 
than  W/<  "  of  the  onus.  Not  surprising 
Congress  also  took  much  of  the  heat 
When  it  came  to  ranking  the  issi 
that  counted  most  in  determining  th 
votes,  most  of  the  executives  cited  a  e 
didate's  ability  to  manage  the  econon 
enhance  competitiveness,  and  tackle 
deficit.  'Civil  rights,  privacy,  the  envin 
ment,  and  social  issues?  For  all  1: 


four  execs,  they  wert.-  down  the  Hm 
In  sum,  the  faxsters  weren't  ove 
joyed  about  their  choices  in  Election  '9 
Said  J.  Paul  Grayson,  chairman  of  Micr 
grafx  Inc.:  "We  would  be  no  worse  off 
we  selected,  at  random,  any  registerc 
voter."  Now  there's  a  thought. 

By  Paul  Magnnsson  in  Washingtc 
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WE  KNOW  THE  PC  THAT  MATTERS  MOST 
IS  THE  ONE  BUILT  JUST  FOR  YOU. 


^ow,  Custom-Bullt  PCs  at 
Factory- Direct  Prices! 

Design  the  PC  of  your  dreams  and 
ve'll  build  it  for  you  in  our  state-of- 
he-art  USA  manufacturing  plant!  Pay 
mly  for  what  you  need — you'll  save 
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)ffers  a  better  value  at  a  lower  price! 

Superior  USA  Quality 
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100%  PC  Compatible 

We'll  load  your  software  and  test  your 
PC  to  make  sure  it's  properly  configured 
and  ready  to  run  the  minute  you  get  it! 

Local  Service  &  Support 

Tandy  is  the  only  PC  company  to  offer 
friendly,  local  help  and  service  through 
over  6600  locations  nationwide.  Your 
nearby  Radio  Shack  can  provide  fast, 
personal  service — no  mail-order  firm 
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AMERICA'S 
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COMPETITIVENESS! 


THE  GOOD  LIFE  ISN'T 
ONLY  IN  AMERICA 


New  stats  on  living  standards  have  Germany  and  France  close  behind 


Throughout  the  Presidential  de- 
bates, Arkansas  Governor  Bill 
Clinton  hammered  at  President 
Bush  by  saying  that  U.  S.  wages  slipped 
behind  those  of  other  industrialized 
countries  during  12  years  of  Republican 
rule.  Bush  concedes  that  times  have 
been  tough  since  the  recession  began. 
But  he  insists  that  U.  S.  living  standards 
remain  far  ahead  of  other  countries'. 

Until  recently,  economists  would  have 
agreed  with  the  President  flat  out.  How- 
ever, a  new  study  by  the  Organization 
for  Economic  Cooperation  &  Develop- 
ment (OECD)  casts  doubt  on  the  conven- 
tional wisdom.  Its  finding:  Germany 
and  France  are,  respectively,  only 
157-  and  187  behind  the  U.S.  in  J| 
gross  domestic  product  available 
per  capita,  the  traditional  measure 
of  living  standards  (table).  They  0 
were  26'/^  and  277  behind  in  the 
group's  previous  survey  for  the 
same  year,  1990.  These  countries'  ^ 
productivity  levels  may  be  closer  to 
the  U.  S.,  too,  according  to  a  new 
study  by  McKinsey  &  Co. 
STRANGE  SWINGS.  These  conclusions  are 
somewhat  tentative.  The  OECD  doesn't 
know  why  its  new  comparisons  are  so 
different  from  its  last  ones.  In  fact,  the 
U.  S.  Bureau  of  Labor  Statistics  says  it 
may  publish  both  the  old  and  the  new 
figures  and  let  the  public  decide  which 
to  believe.  McKinsey's  results  aren't  con- 
clusive, either,  since  it  relied  on  the  new 
OECD  figures  and  applied  some  problem- 
atic assumptions  of  its  own.  Nonethe- 
less, the  studies  raise  serious  questions 
about  whether  the  U.  S.  is  as  far  ahead 
of  the  pack  as  most  economists  had 
thought.  "If  you  believe  the  new  num- 
bers. Bush  is  a  lot  less  right  than  every- 
one thought  and  Clinton  is  a  lot  less 
wrong,"  says  Arthur  Neef,  the  head  of 
foreign  labor  statistics  at  the  BLS,  which 
plans  to  issue  OECD  numbers  in  October. 

Most  economists  agree  that  the  OECD 
survey  provides  the  best  comparison  of 
countries'  living  standards.  The  study 
uses  something  called  purchasing-power 
parities  to  adjust  for  exchange  rates. 
PPPs  are  the  rates  at  which  different 
currencies  purchase  the  same  basket  of 
goods  and  services  in  all  countries.  The 
OECD  derives  them  from  surveys  of  con- 
sumer prices  in  its  24  member  countries. 
The  OECD's  latest  run  at  the  numbers 


doesn't  look  good  for  the  U.  S.  Japan's 
GDP  per  capita  in  1990  came  out  at  827 
of  the  U.  S.  level,  vs.  807  in  the  previous 
study.  More  telling,  Germany  has 
jumped  to  857,  vs.  747'  before,  while 
France  rose  to  827  from  737.  There 
were  several  differences  between  the 
two  surveys,  including  the  method  for 
summing  up  the  prices  of  goods.  Howev- 
er, statistical  tests  suggest  that  the 


^    U.  S.  LIVING  ^ 
STANDARDS:  ^ 
r  SHRINKING  LEAD? 

The  U.S.  advantage  in  living  standards  " 

—measured  by  the  amount  of  gross 
domestic  product  available  per  capita 
—is  smaller  than  previously  believed,  * 
according  to  a  study  using  a  new  ^ 
measure  of  the  purchasing  power 
of  different  currencies  a 


OAIA;  OECO,  U.S  BUREAU  OE 
UBOR  STATISTICS 
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changes  should  produce  swings 
of  only  one  or  two  percentage 
points.  "I  can't  tell  you  why  we 
have  a  different  set  of  results  this 
time,"  says  David  Roberts,  head  of 
the  OECD's  PPP  program.  He  believes, 
however,  that  the  new  survey  results 
probably  are  better  than  the  old  ones. 

McKinsey's  study  contains  even  worse 
news.  With  the  help  of  productivity  ex- 
perts such  as  University  of  Maryland 
economist  Martin  Baily,  the  consulting 
company  used  the  new  OECD  survey  to 
analyze  output  per  worker.  It  followed 
two  approaches:  One  estimated  the  aver- 
age number  of  hours  that  employees  in 
the  U.  S.  and  other  countries  work. 
McKinsey  also  estimated  the  number  of 


'If  you  believe  the  new 
numbers,  Bush  is  a  lot  less 
right  than  everyone  thought 
and  Clinton  is  a  lot  less  wrong' 


full-time  equivalent  workers,  which 
did  by  counting  part-timers  as  507- 
full-timers.  McKinsey  then  used 
OECD's  PPP  estimates  to  get  GDP 
hour  worked,  a  standard  productiv 
measure,  as  well  as  GDP  per  full-ti 
equivalent,  another  efficiency  measui 
McKinsey  calculated  productivity  b 
ways,  using  the  OECD's  old  PPP  levels 
well  as  the  new  ones.  The  result: 
U.  S.  was  only  57^  more  productive  tl 
France,  using  the  full-time  worker  me 
od  and  the  new  PPPs,  vs.  167-  ahead 
ing  the  old  PPP  levels.  It  was  117  ah( 
of  Germany,  compared  with  257"  befo 
Under  the  hours-worked  analysis, 
ductivity  was  107'  higher  in  France  tl 
in  the  U.  S.  using  the  new  PPPs,  vs. 
behind  using  the  old  ones.  Germa 
came  out  67  ahead,  vs.  117'  behind. 
SERVICE  SAVIOR.  This  is  the  first  sti 
to  show  other  nations  so  close  to 
U.  S.  in  productivity  levels.  Since  prod 
tivity  provides  the  ultimate  source 
most  living-standard  growth,  the  im 
cation  is  that  the  trend  may  send 
U.  S,  slipping  even  more  in  the  futur 


U.S.  PER  CAPITA  GOP  IN  1990 

$22,092 
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GERMANY  FRANCE    BRITAIN  JAPAN 


If  there's  any  consoling  news  in 
this,  it  may  come  from  the  rest  of  t 
McKinsey  study.  Its  primary  purpc 
was  to  explore  service-sector  efficien' 
which  is  notoriously  difficult  to  measu 
After  examining  five  industries- 
lines,  telecommunications,  banking, 
tailing,  and  restaurants — McKins 
found  that  the  U.  S.  was  ahead  of  G 
many,  France,  Japan,  and  Britain  in 
most  every  case.  The  conclusion:  Amc 
ca's  well-managed  service  industries  £ 
key  to  whatever  lead  the  U.  S.  still 
tains  in  productivity. 

The  U.  S.  economy  may  be  the  worh 
wealthiest  and  most  efficient.  But  the 
new  .studies,  while  tentative,  leave  mu 
less  comfort  on  the  subject. 

By  Aaron  Benisteiti  in  New  Yc 
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OPEN  IN  CASE  YOU  WANT 
THE  KIND  OF  SERVICE  THAT  MAKES 

50%  OF  THE  FORTUNE  500  OUR  CUSTOMERS. 


VtThe  Travelers,  service 
33,000  names. 
That's  the  number  of 
velers  employees  dedicated  to 
;tomer  satisfaction. 
\nd  that's  the  real  Travelers 
t'erence. 

3ne  that  can  be  measured  in 
n  y  thing  we  do  for  you . . .  from  24-hour 
-free  hotlines  to  an  investment  of  $200 
lion  to  provide  even  better  underw^riting 
Us  and  management  of  your  claims, 
t's  a  difference  you  will  experience  through 
etwork  of  local  offices  and  a  team  of  experts 
igned  to  your  account  —  people  whose 
mate  knowledge  of  your  business  enables 
wiicker,  smarter  response, 
t's  a  difference  backed  by  over  $50  billion 
issets  and  a  128  year  tradition  of  service. 
Service  The  Travelers  Way 


IheTravelersj 

u're  better  off  under  the  Umbrella? 


Commentary/by  Catherine  Yang  and  Amy  Borrus 

LET  PROSECUTORS  SERVE  JUSTICE,  NOT  THE  JUSTICE  DEPT. 


Attorney  General 
Barr:  His 
appointment  of  a 
special  prosecutor 
amounts  to  a 
halfway  measure 
— the  prosecutor 
won't  be  immune 
to  interference 


As  President  Bush  staggers  into 
the  final  days  of  the  campaign, 
an  expanding  scandal  in  his  Ad- 
ministration is  the  last  thing  he  needs. 
But  that's  just  what  he's  getting  with 
a  stream  of  revelations  about  the  mis- 
handled prosecution  of  an  Atlanta 
bank  official  charged  with  illegally 
making  loans  to  Iraq.  Both  the  Central 
Intelligence  Agency  and  the  Justice 
Dept.  admit  they  have  provided  mis- 
leading accounts. 

With  political  pres- 
sure on  Bush  grow- 
ing, Attorney  General 
William  P.  Barr  tried 
to  stanch  the  bleeding 
on  Oct.  16  by  naming 
a  special  prosecutor  to 
untangle  the  mess. 
But  Barr's  appoint- 
ment of  former  Feder- 
al District  Judge 
Frederick  B.  Lacey  is 
little  more  than  pre- 
election damage  con- 
trol. The  Attorney 
General  stopped  short 
of  asking  for  a  court- 
appointed  independent 
counsel  under  the 
1978  Ethics  in  Govern- 
ment Act.  He  opted 
instead  for  a  special 
prosecutor  under  Jus- 
tice Dept.  regulations. 
That's  no  better  than 
a  halfway  measure. 

Lacey  may  carry 
out  his  duties  with  in- 
tegrity. But  as  a  spe- 
cial prosecutor,  he'll 
have  to  report  to  Jus- 
tice. Independent  counsels  report  only 
to  the  court  that  names  them.  What's 
more,  the  court  can  review  the  firing 
of  an  independent  counsel  by  the  At- 
torney General,  but  not  the  firing  of  a 
special  prosecutor. 

FALL  GUY.  Although  it's  unlikely,  Barr 
could  still  reverse  a  decision  made  in 
August  and  go  for  an  independent 
counsel.  And  a  Clinton  Administration 
might  favor  appointing  one  if  possible. 
Meanwhile,  though,  the  law  authoriz- 
ing independent  counsels  is  set  to  ex- 
pire on  Dec.  15,  and  Congress,  under 
pressure  from  the  Administration  and 
Republican  senators,  has  failed  to  ex- 
tend it.  Congress  should  correct  its 


mistake  when  it  returns  in  January. 
Lawmakers  should  revive  independent 
counsels — but  they  also  should  fix 
some  problems  in  the  law  that  the 
Iraqgate  mess  highlights. 

One  of  the  most  glaring  defects  of 
the  current  law  is  the  Attorney  Gener- 
al's broad  discretion  in  deciding  wheth- 
er to  appoint  an  independent  counsel. 
That  can  become  a  problem  in  cases 
where  the  Attorney  General's  own  im- 
partiality is  in  question.  Consider  what 


happened  in  Iraqgate.  The  Atlanta 
branch  of  Banca  Nazionale  del  Lavoro, 
a  bank  controlled  by  the  Italian  gov- 
ernment, extended  Iraq  at  least  $4  bil- 
lion in  commodity  loans,  some  guaran- 
teed by  the  U.  S.  But  some  members  of 
Congress  suspect  that  Saddam  Hus- 
sein diverted  the  funds  to  the  Iraqi  war 
machine  rather  than  use  them  to  buy 
American  farm  products. 

When  the  head  of  the  Atlanta 
branch  pleaded  guilty  to  fraud  in  June, 
Acting  U.  S.  Attorney  Gerrilyn  G.  Brill 
chalked  up  full  responsibility  for  the 
crime  to  one  errant  bank  employee. 
And  the  CIA  insisted  that  it  had  no  new 
information.  But  in  recent  weeks,  the 


CIA  has  admitted  that  it  had  evidem 
that  the  Italian  government  knew 
the  loans.  The  agency  says  it  withhe 
the  information  at  Justice's  request- 
charge  the  department  hotly  denies. 

The  result:  In  Iraqgate,  the  Justi 
Dept.'s  special  prosecutor  will  be  inve 
tigating  his  own  employer.  "There's  s 
the  more  reason  to  put  the  investig 
tion  as  far  from  the  Justice  Dept.  i 
possible,  because  the  department  itse 
is  charged  with  wrongdoing,"  saj 
University  of  Virgin 
Law  Professor  Di( 
Howard. 

Congress  ought 
consider  a  check 
the  Justice  Dept.  Tl 
U.  S.  Supreme  Cou 
has  made  it  clear  th; 
the  Constitution 
quires  that  the  exec 
five  branch  have  son 
say  in  the  appoin 
ment  of  a  prosecuto 
But  lawmakers  shou 
give  the  courts  powi 
to  review  an  Attorn( 
General's  decision. 

While  Democra 
complain  that  indepe 
dent  counsels  lac 
real  independence,  R 
publicans  have  bee 
arguing  for  years  th; 
they're  all  too  ind 
pendent  and  lackir 
in  accountability.  Tl 
Iran-con  t  ra  prol 
took  five  years,  ca 
taxpayers  $32  millio 
and  produced  few  su 
cessful  prosecution 
To  deal  with  Republicans'  concern 
Congress  could  adopt  proposals  th; 
would  require  independent  counsels 
appear  more  regularly  in  court  to  jus' 
fy  their  expenses  and  to  report  on  the 
progress.  The  law  also  could  mal 
clear  that  prosecutors  can't  go  aft 
misdemeanors. 

Voters  venting  their  spleen  again 
privileged  Washington  insiders  shou 
remember  that  the  independent  cou 
sel  law  is  a  good  way  to  keep  the' 
from  abusing  power.  The  Constitutic 
has  checks  on  each  branch  of  gover 
ment.  But  the  Iraqi  loan  mess  su 
gests  that  the  public  needs  the  exti 
protection  of  an  independent  counsel 


Saddam:  The  CIA 
now  admits  that 
at  Justice's 
request  it 
withheld 

information  about 
$4  billion  in  loans 
to  an  Iraq  gearing 
up  for  war 


36  BUSINESS  WEEK/NOVEMBER  2,  1992 


Getting  to  gate  87 

Anyone  who  travels  on  business  knows  how 
'''  hard  it  can  be.  Which  is  why  we've  made 

getting  AT&T  so  easy  Even  at  public  phones 

two  minutes  isn't  always 


that  aren't  automatically  connected  to  AT&T. 
If  you're  calling  long  distance  and  you  don't 
hear  "AT&T"  after  the  bong,  simpiv  hang  up. 

Getting  mr  is. 

Dial  10+ATT+U  (it's  right  on  the  back  of  your 
AT&T  Card).  You'll  be  assured  of  the  service 
you  depend  on,  at  the  prices  vou  expect. 

Dial  10  ATT- 0 

plus  the  area  code  anel  number 


^^TfiJ-  lii 


^'""ersar 


or  more  information  call 
800  66T066l,Ext.  55\5. 


ENTERTAINMENT  I 


HOME  ALONE  2: 
LOST  IN  NEW  YORK 


Some  flicks  likely  to  make  the  holiday  season's  fop  five: 

BR  AM  STOKER'S 
DRACULA 

Disney 
$28  million 
Nov.  25 


A  fEW  GOOD  MEN 

Columbia 
$41  million 
Dec.  1  1 
Tom  Cruise, 


Columbia 
$40  million 
Nov  13 
Gory  Oldman, 
Winona  Ryder 


HOffA 

Fox 

$45  million 
Dec.  25 

Jack  Nicholson 
Danny  DeVito 


DATA;8W 


YULE  LAUGH, 
YULE  CRY 


Will  Hollywood's  Christmas  stocking  be  chock-full  of  moviegoers? 


ark  Canton  was  a  late  arrival 
for  Columbia  Pictures  Enter- 
itainment  Inc.'s  Christmas  party 
last  year.  After  joining  the  Sony  Corp. 
studio  from  Warner  Bi-others  Inc.  in  Oc- 
tober, 1991,  the  Columbia  chairman  only 
had  time  to  make  some  last-minute  mar- 
keting changes  to  the  studio's  two  holi- 
day hits.  My  Girl  and  The  Prince  of 
Tides.  But  within  weeks,  Canton  had  al- 
ready bought  his  Christmas  gift  for 
1992,  plunking  down  $40  million  for  di- 
rector Francis  Ford  Coppola  to  update 
Bram  Stoker's  classic  horror  tale,  Dra- 
cula,  into  a  contemporary  erotic  tale  of 
blood  and  romance. 

Thanks  to  Canton's  early  shopping 
trip,  Columbia  is  in  position  to  win  the 
all-important  rush  for  box-office  dollars 
during  the  lucrative  Thanksgiving  to 
New  Year's  period.  In  addition  to  Bram 
Stoker's  Draciila,  Canton's  studio  will 
also  release  A  Few 
Good  Men,  director  Rob 
Reiner's  adaptation  of 
the  Broadway  drama 
about  a  U.  S.  Marine 
Corps,  court-martial, 
starring  Tom  Cruise 
and  Jack  Nicholson. 

The  two  Columbia 
flicks  will  fight  for  the 
box-office'  title  against 
Home  Alone  2:  Lost  in 
New  York,  the  sequel 
to  Twentieth  Centurv- 
Fox  Film  Corp.'s  1990 
smash.  The  original, 
which  pulled  in  some 
$285  million,   was  the 


third-highest-grossing  film  in  history. 
The  sequel  reprises  roles  for  12-year-old 
Macaulay  Culkin  and  Joe  Pesci. 

There's  more  on  Hollywood's  holiday 
plate.  Walt  Disney  Co.,  will  follow  The 
Little  Mermaid  and  Beauty  and  the 
Beast  with  Aladdin,  another  animated 
feature.  Warner  Brothers  will  release 
films  featuring  two  bankable  stars,  Ke- 
vin Costner  in  The  Bodyguard  and  Mel 
Gibson  in  Forever  Young. 

As  many  as  three  of  the  films  could 
end  up  as  $100  million  blockbusters  this 
year,  say  industry  experts,  thanks  as 
much  to  their  star  power  as  to  the  lack 
of  competing  product.  With  studios  such 
as  Orion  Pictures  Corp.  and  MGM/UA 
Communications  Co.  in  the  midst  of  fi- 
nancial problems,  Hollywood  this  season 
is  releasing  just  17  films,  down  from  20 
last  year,  says  box-office  analyst  Exhibi- 
tor  Relations   Co.   Still,   the  unusual 
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strength  of  the  new  films,  which  ; 
include  Toys  with  Robin  Williams  j 
Fox,  could  boost  overall  ticket  salesj 
57f  over  last  year's  robust  $1.1  billj 
says  John  Krier,  Exhibitor's  presidei.i 
FULL  TILT,  With  as  much  as  257'  of  j 
annual  box  office  at  stake  during  i 
six-week  holiday  season,  the  studios  i 
scrambling  to  get  noticed.  As  Columbi 
Canton  observes:  "This  is  not  a  timd 
lay  back."  To  prove  it.  Canton  moved! 
his  release  date  for  A  Few  Good  Ik 
from  Dec.  18  to  Dec.  11 — the  same  nii 
that  Fox  had  planned  to  open  anoti 
Nicholson  film,  Hoffa.  Fox  backed  do| 
Hoffa  now  will  open  on  Dec.  25.  '"S 
way  we  look  at  it,  if  A  Few  Good  Me\ 
as  strong  as  v/e  think  it'll  be,  we'll  gi 
lot  of  publicity  for  our  own  very  g: 
Jack  Nicholson  film,"  says  Fox  E\i 
five  Vice-President  Tom  Sherak. 

One  film  that  could  get  lost  in 
crush  could  also  be  one  of  the  \>' 
most  controversial:   Malcolm  A. 
Spike  Lee  film  for  Warner  Brothers 
ceeded  its  $28  million  budget  by  s,", 
lion.  Lee  also  had  to  settle  a  ' 
brought  by  photographer  George  H 
day,  paying  him  an  estimated  $lHn 
for  the  use  of  his  Rodney  King  ^  ii 
tape.  The  film,  finished  with  funi: 
from  Bill  Cosby,  I )]  i 
Winfrey,  and  otii 
has  won  mixed  early 
views.  "The  quesii(. 
says  Krier,  "is  wheif 
it  will   cross  oviti 
white  audiences." 

If  not,  Malcolm . 
will  fall  into  that  ; 
Hollywood  categ'ir; 
potential  and  lilt  I' 
office.  It's  a  \\i 
stocked  graveyard,  ^t 
more  than  its  shanc 
ghosts  of  Christm;f 
past. 

By  Ronald  Grm  i , 
Los  Angeles 


lOOK  TO  THE  EUROPEAN  BANK 
THAT'S  LOOKING  LONG-TERM  IN  AMERICA. 

After  twenty  years  in  the  U.S.,  we've  grown  to  be  one 
of  the  largest  foreign  banks,  with  a  reputation  for  excellence, 
and  one  of  the  most  often  chosen  as  agent  or  co-agent. 

More  than  a  demonstration  of  our  technical  skills, 
we  believe  it  shows  our  willingness  to  build  strong  ties. 
To  us,  successful  deals  are  the  result  of  successful  partnerships. 
The  relationships  we've  formed  with  major  U.S.  corporations 
and  businesses  prove  it.  We'd  like  to  prove  it  to  you. 

THE  EUROPEAN  BANK  FOR  AMERICAN  BUSINESS 


CL 


CREDIT  LYONNAIS 

NEW  YORK  •  CHICAGO  •  LOS  ANGELES  •  HOUSTON  •  SAN  FRANCISCO  •  ATLANTA  •  MIAMI  •  DALLAS  •  BOSTON 


IhE  Compaq  DESKPRO/i.  S 
A  Limited  Price  Leaj 


The  built-in  COMPAQ 
QVision  1024  Graphics 


The  company  most  qualified  to  advance  the  state  of 
the  desktop  computer  announces  four  systems  that 
represent  a  breakthrough  in  R&D.  At  prices  that 
won't  ruin  your  P&L.  Reflecting  the  level  of  thinking 
and  quality  that  you've  come  to  expect  from  Compaq. 

At  Compaq,  there's  a        enhance  productivity, 
fundamental  belief  held 
bv  all  of  us  that  when 
you  set  extraordinary 
goals,  extraordinary  peo- 
ple will  meet  them. 

Recently,  tor  exam- 
pie,  vou  made  it  clear  to 
us  that  you  wanted  new 
PCs,  with  eyerything; 
from  advanced  graphics 
to  audio  capability  to 
attordablc  prices.  Our 
response:  the  COMPAQ 
DESKPRO/i  Family  of 
PCs.    Four  new  systems 


n 


times  faster  than  m 
popular  video  gr.i[) 
subsystems.  SoquiekK 
a  matter  of  fact,  vou 
hnd  your  computer  v\ 
ing  for  \ou.  Instead  of 
other  wav  around. 

Its  unique  proces 
upgrade   path  ensu 


Controller,  for  example,       that  your  PC  wont 


allows  vou  tcj  scroll,  re- 
size windows  and 


pul 


swept  into  obsolesi  ri 
Simple  chip  up^r^ 


loaded  with  features  to       down  menus  up  to  ten        bilitv  and  a  64  KRrai 

•T^is  serMcc-  is  provided  h^  lontractfd  SiTMvt-  Prtnidvrs  anil  ma\  not  be  avaiUblf  in  Lertain  giographu  lo.  alions  L'-nlai  l  the  Lompa<]  Luvt'-mcr  Support  Center  d-r 
details   <'  ]<S92  Compaq  Computer  Corporation  All  Rights  ReMT%<-d  Printed  inihe  U  S  A  COMPAQ  DESKPRO  Registered  U  S  Patent  and  Trademark  OfTicc.  Q. 


UCH  FORltlE  iDEAlkAT 
)  LiMITEDltllNKING. 


mory  module  option 
ividc  quantum  leaps 
)erformancc.  Without 


tel  386/25,  386/33, 486SX/25, 
16/33  <•  Ql'ision  accelerated 
aphics  <'  Chip  upgradahihly 
Integrated  business  audio  <'  4 
8  RyiM  (expandable  to  32  MB) 
Cache  memory  standard  <"  3 
i  expansion  slots  <"  3  drive  bays 
S4-MB  to  510-MB  hard  drive 
Hons  <"  Multi-level  security 
]tures  <•  Microsoft  MS-DOS 
0  as  published  by  Compaq 


>ilar  outlays  ot  cash, 
rhc  fully  integrated 
lie  system  brings  an 
Jrecedcnted,  yet  not 


unfamiliar  dimension  to 
mainstream  business  com- 
puting: your  voice.  The 
result  of  a  collaboration 
between   Compaq  and 
Microsoft,  it  allows  vou, 
among  cjther  things,  to 
actuallv  paste  voice  mes- 
sages into  spreadsheets 
and  documents.  Either  as 
notes  to  yourself  or  as 
voice-mail  across  your 
entire  network. 

And  weve  engmeerefl 
this  breadth  of  technol- 
ogy right  onto  the  PC's 
system  bcjard,  preserv- 
ing the  small  footprint, 
large   storage  capacity 
and  expansion  of  the 
COMPAQ  DESKPRO/i. 

Not  to  mention  vour 
financial  integrity. 


Add  CompaqCarc,  a 
new  service  and  support 
program  with  our  free, 
one-year,  on-site*  lim- 
ited warrantv.  An  Asset 
Management  Provision 
that  gives  you  and  your 
network  administrator  a 
snapshot  of  vour  PC's 
configuration.  And  you 
have  nothing  short  of  a 
system  that  breaks  a  lot 
of  new  ground.  Without 
breaking  the  bank. 

For  more  detailed  in- 
formation, just  call  us 
at  1-800-B45-1518,  ext. 
210  in  the  U.S.,  or  call 
us  at  1-800-263-5868, 
ext.  210  in  Canada. 

We  bet  vou' 11  be  as  ex- 
cited about  the  COMPAQ 
DESKPRO/i  as  we  are. 


In  scrolling,  umdou  resizing  and 
accessing  menus,  our  ncn  QJ  ision 
accelerated  graphics  heal  the  com- 
petition hv  as  much  ds  /()  to  I. 


)ou  can  paste  voice  messages  into 
Mnrosoft  Windows  3.1  business 
documents  and  spreadsheets  Htth  our 
integrated  business  audio  si  stem 


aqCarc  arc  trademarks  til  Cwmpat]  Computer  Corpdralioi 
ltd  Inside  logo  is  a  trademark  of  Intel  Corporation. 
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TIME  ENOUGH 
fOR  SIEEP 

Oct.  25  at  2  a.m.  is  the  moment' 
America  switches  from  daylight 
saving  to  standard  time.  What 
to  do  with  an  extra  hour?  TAG 
Heuer,  a  Swiss  watchmciker, 
hired  a  polling  group  to  find 
out.  It  asked  1,994  men  and 
women  how  they  would  spend 
the  25th  hour  in  a  day.  Here  are 
their  most  common  responses: 


RESTING 

20% 'v. 

READING 

14%  , 

EXERCISING 

11%  - 

WORKING  2% 

WATCHING  TV 

GM'S  STEMPEL  SELLS 
A  SLICE  OF  HIS  STAKE 


►  When  the  going  gets  tough, 
do  the  tough  sell  stock?  Gen- 
eral Motors  is  set  to  report  a 
third-cjuarter  loss  near  $845 
million,  and  its  board  wants 
Chairman  Robert  Stempel  to 
speed  up  the  restructuring. 

The  stress  may  be  showing: 
In  October,  Stempel  was  hos- 
pitalized for  high  blood  pres- 
sure. And  here  may  be  anoth- 
er straw  in  the  wind:  Stempel 
has  unloaded  some  of  his 
stock.  In  August,  he  sold 
6,000  of  his  15,000  Class-E 
shares,  which  reflect  the  per- 
formance of  ?:ds,  GM's  com- 
puter-services unit.  Stempel 
still  holds  about  49,000  shares 
of  GM  common. 


IS  ANYONE  KICKING 
LAMBORGHINI'S  TIRES? 


►  Down  the  road  at  Chrysler, 
Lamborghini  may  be  back  on 
the  block.  At  the  recent  Paris 
auto  show.  Chairman  Lee  la- 


cocca  said  three  buyers  have 
expressed  interest  in  the 
unit — two  from  Italy  and  one 
in  the  U.S.,  says  WarcVs 
Automotive  Reports. 

But  with  sales  of  exotic 
cars,  such  as  the  $200,000 
Lamborghini  Diablo,  on  the 
skids,  it's  unclear  who  would 
cough  up  Lamborghini's  $40 
million  estimated  value. 
Chrysler,  which  paid  $25  mil- 
lion for  the  sports-car  maker 
in  1987,  says  it  ended  its 
search  for  a  buyer  a  year  ago 
because  of  the  slump. 


BAD  REVIEWS 

FOR  MERCK'S  PROSCAR 


►  Prospects  for  Merck's  pros- 
tate-shrinking drug,  Proscar, 
may  be  shrinking.  The  drug, 
used  to  treat  enlarged  pros- 
tates, is  often  less  effective 
and  more  costly  than  surgery, 
according  to  a  urologist's  edi- 
torial in  the  Oct.  22  New  En- 
gland Journal  of  Medicine. 

Tlie  editorial  was  based  on 
data  contained  in  the  journal's 
cover  article,  in  which  Merck 
scientists  reported  on  the  suc- 
cessful results  of  their  clinical 
trials  of  the  drug.  Dr.  Paul 
Lange  of  the  University  of 
Washington,  who  was  cited  in 
a  BUSIXESS  WEEK  article  last 
July  questioning  the  drug's 
effectiveness,  remains  uncon- 
vinced. He  also  warned  that 
using  Proscar  can  hamper 
prostate-cancer  detection. 

In  any  case,  prescriptions 


THE  JOE  SIX-PACK  CHAIR  IN  TACKLING? 


Talk  about  well-endowed  ath- 
letes. At  the  University  of 
Southern  California,  alumni 
aren't  limited  to  shelling  out  the 
cash  for  boring  endowments 
such  as  chairs  in  history  or  pro- 
fessorships in  science.  Not  when 
the  Trojan  football  team  needs 
money.  That's  why  the  school 
has  set  up  an  endowment  pro- 
gram for  athletic  positions. 
Here's  how  it  works:  Donors 
choose  a  team  position,  then  fund  the  slot  with  a  $250,000  jji 
use  invests  the  money  and  pays  out  a  percentage  of  the  inec 
as  a  scholarship  for  the  student  who  plays  the  position. 

So  far,  the  school  has  endowed  its  entire  first-string  fimtl 
team  and  is  working  on  the  second  string.  Recently,  li 
Leyton,  a  former  mayor  of  Brea,  Calif.,  endowed  the  cer; 
position  on  the  men's  basketball  squad.  All  told,  nearly 
use's  athletes  are  endowed.  That's  just  a  tad  behind  the  11?! 
faculty  whose  spots  are  endowed.  Next:  tenure  for  jocks? 


for  Proscar  are  running  below 
expectations.  Consultant  He- 
mant  Shah  now  expects  annu- 
al Proscar  sales  to  peak  at 
$500  million  by  the  late  1990s. 
New  prescriptions  in  Septem- 
ber totaled  26,000,  up  just 
4,000  from  August,  and  a 
fraction  of  what  analysts  had 
at  first  expected. 


LENNAR  ON  LAWSUITS: 
OUR  HOMES  ARE  SOUND 


►  Stung  by  post-Hurricane 
Andrew  criticism  that  its 
homes  were  poorly  construct- 
ed, Lennar  has  struck  back. 
On  Oct.  20,  the  company  an- 


nounced that  its  own  sti 
shows  that  Lennar-bi 
homes  fared  no  worse — am 
some  cases  better — tl 
homes  in  nearby  communit 
"We  have  not  found  one 
stance  where  construction 
fects  have  led  to  damage 
any  of  our  homes,"  s; 
Chairman  Leonard  Miller. 

Florida's  largest  hoi 
builder  faces  two  lawsuits 
leging  construction  defe* 
One  was  filed  in  May,  \{ 
the  other  in  early  Septeml 
"It  appears  to  me  they 
the  inspections  done  by 
same  people  they  had  prioi 
the  hurricane,"  says  Lc 
Robles,  one  of  the  attorn 
who  filed  suit. 


BLOCKBUSTER  GOES 
MULTIMEDIA 


►  Blockbuster  Entertainm 
is  branching  out  of  the  vie 
rental  business.  On  Oct. 
the  Fort  Lauderdale  (F 
company  agreed  to  buy  Soi 
Warehouse  and  Music  Plus 
a  deal  valued  at  $185  mil 
in  stock  and  cash.  The  mi 
retailers  operate  236  store 
35  markets. 

The  move  is  part  of  Bk 
buster's  plan  to  diversify 
"home  entertainment,"  v 
stores  carrying  a  broad  ar 
of  entertainment  products, 
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Yovive  heard  what  the  political  candidates 
have  to  say  about  health  care  reform. 
Now  perhaps  you'd  like  to 
hear  from  America's  doctors. 


Health  care  reform  is  high  on  our  nation's  agenda. 

In  recent  months,  several  health  care  bills  have 
been  put  before  Congress.  Proposals  range  from  mild 
reform  to  radical  overhaul. 

There's  little  question  that  the  American  people 
are  asking  for  change. 

Millions  of  full-time  employees  and  their  families 
are  now  living  without  health  insurance  because  of 
its  cost. 

Those  who  have  insurance  often  lose  their  coverage 
when  they  change  jobs,  simply  because  of  a  prior  illness. 


Aiid  Medicaid,  the  public  health  care  program  that 
was  created  to  help  the  poor,  currently  excludes  more 
than  half  of  those  desperately  needing  care. 

The  300,000  member  physicians  of  the 
American  Medical  Association  think  this  is  wrong. 
We  believe  our  system  )nust  be  impiwed.  And  we  have 
a  proposal,  called  Health  Access  ^nerica,  that  will 
provide  affordable  health  insurance  to  all  Americans, 
while  containing  costs  and  presemng  individual 
freedom  of  choice. 

Most  people  in  this  countiy  do  receive  high  quality 
medical  care.  But  35  million  Americans  are  falling 
through  the  cracks  in  the  system.  Shouldn't  they  be 
included, too? 

If  you  would  like  to  learn  more  about  Health  Access 
America,  wi'ite  Dr.  Jim  Todd,  Dept.  4or>,  American 
Medical  Association,  515  North  State  Street,  Chicago, 
IL  60610.  Or  call  us  today  at  800  621-8335. 

American  Medical  Association  //^^^x 


Buick  Regal  Sedan 
and  Buick  Century: 
parked  in  the  top  10  for 

Initial  Quality. 


The  new  J.  D.  Power 
and  Associates 
Initial  Qualit\-  Stud}-'  ranks  Buick 
Regal  Sedan  and  Buick  Century 
among  the  top  10  models. 


If  you  want  a  car  which  ranked 
among  the  top  10  models  in  Initial 
Qualit}-,  consider  one  of  these 
beautiful  Buicks.  We  design  our  cars  to 
avoid  the  problems  you  might 
experience.  It's  our  way  of  giving  \"ou 
a  car  that  is  reliable,  durable  and 
safery-tested. 


A  car  like  the  roomy,  stylish  Regal 
Sedan.  The  car  that's  attracting  a  lot  of 
attention  from  import  owners.  Or 
perhaps  you  might  prefer  the  Centur\-. 
It's  equipped  to  give  you  more  car  for 
your  mone\'. 

For  more  details  on  either  car.  call 
1-800-4A-BLICK.  Or  take  a  test  drive 
at  your  nearest  Buick  dealer.  But 
you'd  better  hurty: 
these  cars  won't 
be  parked  there 
for  ver\-  long. 

BUICK 

The  New  S\"mboi  ror  Quality 
In  America. 


Centun. 


Regal  Seda 


1992  GM  Corp-  All  nghts  reserved  Regai  and  Centura 
are  regisered  trademarks  of  GM  Corp 

Buckle  Lip  Amencal 


■J.D.Power  and  .Assoaales  1992  Initial  Qualit>-  Stud>-.* 
based  on  33.573  consumer  responses  indicating  owner-reported 
problems  during  the  first  90  days  of  ownership 
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HE  HANDS  CLUTCHING 
T  CLINTON'S  COATTAILS 


^  halk  up  yet  another  i)olitical  ti-adition  that  has  fallen  by 
the  wayside.  Democratic  congressional  candidates  used 
■  to  spend  the  closing  weeks  of  a  Presidential  campaign 
[Timing  as  far  as  possible  from  the  standard-l)earer"s  sink- 
ship,  lest  they  be  dragged  down  in  the  undertow. 
Jut  on  a  recent  visit  to  the  Italian  market  in  South  Phila- 
)hia,  Bill  Clinton  found  himself  mobbed  l)y  Democratic 
efuls  clutching  at  his  coattails.  The  first  to  dash  to  Clinton's 
!  was  Marjorie  Margolies  Mezvinsky,  who  is  seeking  a 
lublican-held  House  seat  on  the  ritzy  Main  Line.  Close 
ind  were  Lynn  Yeakel,  who  narrowly  trails  Repul)lican 
ator  Arlen  Specter,  and  Represen- 
ve  Peter  P.  Kostmayer,  who  is 
ting  to  survive  in  a  heavily  Repub- 
n  suburban  district  that  nonethe- 
leans  toward  Clinton.  "In  the  past, 
auldn't  even  go  to  a  rally  like  that," 
tmayer  admits.  "But  this  year,  it's 
srent." 

•  RARTY.  How  much  can  Clinton  hel;) 
iv  Democrats  if  his  big  lead  holds 
Separate  estimates  by  pollsters 
bourne  Darden  and  G.  Terry  Ma- 
na  found  that  Democrats  down  the 
ot  may  pick  up  three  to  five  per- 
tage  points.  That  could  be  a  big 
)  to  beleaguered  Democratic  incum- 
ts,  many  of  whom  are  polling  about  10  [xiints 
)  victory  margins. 

spublican  officeholders  may  be  more  likely  to  Ijecome  the 
ims  of  the  anti-incumbent  fervor  they  helped  to  stir  up. 
e  public,"  says  San  Francisco  pollster  Mervin  Field,  "has 
ght  Bush's  argument  that  divided  government  leads  to 
llock.  And  they're  saying:  'Let's  give  one  party  a  try.' " 
Jot  surprisingly,  the  Republican  candidates  who  cozied  u]) 
Jush  four  years  ago  are  running  away  now.  Three  incum- 
t  Republican  Senators— Dan  Coats  of  Indiana.  Charles  E. 
ssley  of  Iowa,  and  Robert  W.  Kasten  -Jr.  of  Wisconsin— are 


airing  TV  spots  critical  of  the  "Washington  Estal  )iishment"— in- 
cluding pictures  of  Budget  Director  Richard  Cj.  Darman  aiul 
former  White  House  Chief  of  Staff  John  H.  Sununu.  In  the 
most  extreme  case.  Specter's  ads  note  his  areas  of  agree- 
ment with  Clinton,  while  blasting  Yeakel  as  too  liberal.  "These 
candidates  can  smell  a  loser  a  mile  away,"  says  Darden.  "Very 
few  people  intentionally  hook  their  wagon  to  a  losei-." 

Barring  a  last-minute  collapse  of  the  Clinton  juggernaut,  coP 
strategists  are  resigned  to  a  gain  of  only  about  10  House 
seats,  down  from  earlier  estimates  of  40.  Clinton's  pull  appears 
to  be  strongest  in  such  liattleground  states  as  California, 
Florida,  Georgia,  and  Michigan,  whei'e 
redistricting  held  out  the  prospect  of 
big  Republican  gains.  In  Senate  races. 
Democrats  hope  that  Clinton's  strength 
will  allow  them  to  unseat  incumlients  in 
Oregon  and  Pennsylvania  and  snag 
open  seats  in  California  and  Washing- 
ton. And  Clinton's  coattails  could  save 
embattled  Democrats  .John  Glenn  of 
Ohio  and  Terry  Sanforfl  of  North  Caro- 
lina. "We're  expecting  a  close  race," 
says  Sanford  aide  Anna  Dri\  er.  "It  def- 
initely could  hel))." 

The  Reput)lican  discomfort  is  sweet 
revenge  ff)r  Democratic  strategists.  In 
1984,  top  Clinton  adviser  Paul  E.  Bega- 
unsuccessful  Texas  Senate  candidate  Lloyd 
nothing  to  do  with  noiuinei'  Waltei' 
national  ticket  like  a 


t  worked  tor 
Doggett,  who  would  have 
Mondale.  "We  were  running  from  the 
devil  runs  from  holy  water,"  he  recal 
crats  are  V)egging  for  Clinton  to  aT>pea 
Clinton  senior  strategist  James  Car\'ille: 
this,  we'll  proi)ai)ly  have  Repulilicans  running  to  jf)in  us  on  the 
stage."  It  might  be  a  tad  early  for  such  cockiness.  But  after 
three  straight  Presidential  catastrophes.  Democrats  can  be  for- 
given for  basking  in  the  glow  from  the  lop  of  the  ticket. 

B//  Ricliiii  d  S.  DnnlKiiii 


This  year.  Demo- 
r  with  them.  Cackles 
"If  it  keeps  going  like 


PITALWRAPUPI 


ITERS 


i|rorn  MTV  to  debates  to  syndicated 
talk  shows,  the  1992  campaign  has 
en  the  most  media-intensive  in  histo- 
.  But  all  the  exposure  doesn't  seem 
have  increased  voters'  political  I.  Q. 
ry  much.  A  survey  of  600  registered 
ters  by  Michael  J.  Morgan  of  the 
liversity  of  Massachusetts  found  that 
%  knew  President  Bush  had  a  dog 
med  Millie,  but  fewer  than  15%  real- 
d  both  Bush  and  Clinton  supported  a 
ath  penalty.  Asked  whether  welfare, 
'eign  aid,  or  defense  accounted  for 
e  biggest  share  of  the  budget,  46% 
ose  foreign  aid,  32%.  picked  welfare, 
it  only  23%  correctly  selected  de- 


fense. Says  Morgan:  "This  study  paints 
a  picture  of  an  electorate  that  knows 
little  about  the  candidates  and  even 
less  al)out  the  issues.  Most  voters  have 
absolutely  no  idea  how  their  tax  dollars 
are  spent." 

LEGAL  REFORM  

The  idea  may  not  come  up  until  Dan 
Quayle's  1996  campaign  for  the 
White  House,  but  the  Vice-President's 
aides  have  finally  found  a  tax  they 
like:  As  part  of  the  crusade  to  reduce 
litigation,  they're  exploring  a  windfall- 
damages  tax.  Proceeds  from  the  sur- 
charge on  punitive-damage  awards  in 
product-liability  and  malpractice  cases 
would  go  to  compensate  victims. 


MONEY  POLITICS 


The  folks  who  rim  $7  billion  wcjrth  of 
institutional-investment  portfolios 
expect  Clinton  to  win,  are  unhappy  at 
the  prospect,  but  don't  plan  to  change 
their  behavior  significantly.  That's  the 
conclusion  of  a  survey  of  the  world's 
100  leading  institutional  investors  by 
the  proxy-solicitation  firm  of  D.  F.  King 
Co.  Participants  favor  Bush  over 
Clinton  46%  to  25%,  but  62%  think 
Clinton  will  prevail.  Still,  74%  say  the 
outcome  of  the  election  will  have  no  ef- 
fect on  their  near-term  global  allocation 
of  assets.  And  only  14%  say  they  ex- 
pect to  reduce  exposure  in  U.  S.  mar- 
kets if  Clinton  wins. 


NGTON  OUTLOOK 
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II 

nternational 

Business 

SWEDEN  Fl 
FROM  THE 

GHTS  TO  COME  IN 
COLD 

Faced  with  an  economic  winter,  the  Swedes  are  dismantling  the  welfare  state  in  order  to  compete 


In  the  background,  floor-to-ceiling 
windows  offer  spectacular  views  of 
Stockholm's  harbor.  Inside,  scores  of 
people  sit  at  rows  of  desks  and  com])ut- 
ers  that  stretch  back  the  length  of  a 
football  field.  The  nerve  center  of  some 
Swedish  corporate  titan?  Quite  the  con- 
trary. It's  a  job-retraining  center,  where 
laid-off  white-collar  workers  take  busi- 
ness courses.  And  even  this  busy  com- 
plex will  soon  fall  victim  to  Sweden's 
economic  woes  and  be  sharply  cut  back. 

Not  long  ago,  Sweden  thrived  as  one 
of  the  West's  most  generous  nations, 
where  human  welfare  mattered  at  least 
as  much  as  the  bottom  line.  But  today, 
unemployment — virtually  unknown  in 
postwar  Sweden — is  soaring,  while  out- 
put is  sinking.  Stockholm's  real  estate 
market  shows  plenty  of  vacant,  dusty 
shops  and  empty  office  buildings.  Un- 
usually early  snows  in  October  herald  a 
bitter  winter  ahead.  Says  Jacob  Palm- 
stierna,  chairman  of  Nordbanken,  a 
state-owned  bank:  "This  is  symptomatic 
of  the  economic  climate  we  have." 
HARD-PRESSED.  It's  certainly  cold  out 
there  for  such  Swedish  multinationals  as 
carmaker  Volvo,  telecommunications  in- 
novator Ericsson,  and  appliance  maker 
Electrolux.  For  a  nation  of  only  8.6  mil- 
lion, the  worldwide  reach  of  these  giants 
has  long  been  crucial  to  its  prosjjerity. 
But  now,  nearly  all  of  them  are  in  the 
midst  of  wide-ranging  cutbacks  and  are 
being  forced  to  make  major  reassess- 
ments of  their  strategies,  if  not  their 
identities  as  Swedish  companies.  To 
draw  back  the  multinationals  and  lure  in 
new  investors,  the  conservative  govern- 
ment is  embarking  on  a  bold  gamble  to 
cut  taxes  and  social  benefits. 

Yet,  with  domestic  conditions  so  de- 
pressed, there's  uncertainty  over  wheth- 
er some  of  the  proud  old  corporate 
names  can  go  it  alone.  Volvo,  for  exam- 
ple, has  seen  the  Swedish  market  for 
cars  shrink  from  350,000  to  160,000  over 
the  past  four  years.  Now,  it  may  shutter 
two  modern  Swedish  plants  at  Kalmar 
and  Uddevalla,  which  operate  at  just 
60'/'  of  capacity.  Volvo's  leaders  have 
concluded  that  its  salvation  as  an  auto 


maker  depends  on  deeper  ties  with 
France's  Renault.  Loss-ridden  Saab 
Automobile,  which  on  Oct.  20  announced 
production  cuts  at  three  Swedish  plants, 
lias  already  sold  a  50'/  stake  to  General 
Motors  Corp. 

Another  shining  star  may  be  too  small 
to  stay  independent.  Ericsson  has  grown 


into  a  world  leader  in  digital  mob: 
phones  and  public-telephone  switchii 
and  is  pumping  a  hefty  207<  of  sales  in 
research  and  development.  But  with  k( 
markets  slowing  and  competition  stiffe 
ing,  it  will  be  hard-pressed  to  keep  i 
the  pace.  Profits  were  down  837^  in  t 
first  half.  "My  strategy  is  to  try  to  go 


SWEDEN'S  ECONOMY 

STUMBIES 

GROWTH  HAS 
TURNED  NEGATIVE. 


CHANGE  IN  GROSS 
DOMESTIC  PRODUa 


'89  '90  9]  '92  '93 
▲  PERCENT  —  EST.  — 

...UNEMPIOYMENT 

HASRIS» 


'92  '93 
—  EST.  — 


...AND  DISPOSABLE 
INCOME  IS  ERODING 


'89  '90  '91  '92  '93 
A  PERCEKT  CHANGE  — EST — 

DATA:  SVENSKA  HAHDEISBANKEN,  BW 
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INTERNATIONAL  BUSI? 


le,"  says  CEO  Lars  Ramqvist,  who  ad- 
5  he's  up  against  "some  of  the  most 
ipetent  companies  in  the  world." 
he  government  liopes  that  its  grand 
eriment  to  send  the  economy  along 
free-marl<et  path  of  the  U.  S.  and 
:ain  will  make  Sweden  more  com])eti- 
.  Individual  and  corporate  taxes  have 
n  sharply  reduced,  to  among  the  low- 
in  Europe,  while  the  public  sector, 
ch  accounts  for  37''^  of  all  jobs,  will 
iramatically  shrunk.  The  goal:  build  a 
e-open  economy  that's  prepared  to 
!r  the  European  Community  in  1995. 
he  architect  of  the  makeover  is  a 
ight-talking  author  of  three  books  on 
ope  and  free  markets,  43-year-old 
ne  Minister  Carl  Bildt.  In  office  just 
3ar,  Bildt  has  fought  off  an  assault 
;he  krona,  engineering  an  incredible 
in  short-term  rates — to  500'a — to 
;  back  speculators.  In  late  Septem- 
he  achieved  a  stunning  political 
promise  with  the  opposition  Social 
nocratic  Party  on  a  sweeping  eco- 
nomic-crisis package  that 
cuts  sick  pay,  days  off,  and 
pensions. 

Centi'al  to  Bildt's  strate- 
gy is  reversing  nearly  20 
years  of  eroding  industrial 
competitiveness,  which  has 
included  a  steady  flow  of 
investment  into  Europe  and 
the  U.  S.  Some  claim,  for 
example,  that  Sweden's  so- 
cial security  puts  it  at  a 
107(  cost  disadvantage  to 
key  European  competitors. 
For  the  most  part,  polls 
show  that  Bildt  enjoys 
broad  popular  support. 
Business  executives  say 
this  signals  a  decisive  turn. 
"This  is  becoming  an  inter- 
esting place  in  which  to  in- 
vest, "  says  Erik  Belfrage, 
a  senior  adviser  in  the  gi- 
ant Wallenberg  group. 

In  the  short  run,  certain- 
ly, the  adjustment  will  be 
painful.  Interest  rates  are 
now  a  lofty  14.59'  in  the  af- 
termath of  a  campaign  that 
has  beaten  inflation  from 
9.3%  in  1991  down  to  just 
2%  today — the  lowest  in 
Europe.  Real  estate  values 
have  plummeted  by  50%  in 
Stockholm  since  1990. 
DELAYS.  The  consequences 
for  the  banks — and  the 
government — could  be  dire. 
Bad  bank  loans  totaled 
nearly  $6.4  billion  last  year 
and  are  likely  to  be  up  two- 
thirds  in  1992.  The  govern- 
ment has  already  taken  full 
control  of  No.  3  Nordban- 
ken  and  the  parent  of  No.  4 


AY 
(NTS 


CARL  BILDT:  A  NEW  SWEDEN 
FOR  A  NEW  EUROPE 


Swedeii's  reputation  as 
the  welfare  state  that 
ii'orLs  lias  been  tarnished 
bij  a  severe  eeonomie 
downturn.  Europe's  eur- 
reney,  as  well  as  political, 
u n ee rta inly  eo m po u n ds 
the  problems.  To  find  out 
how  Sweden  can  trans- 
form itself  BW  London 
Bureau  Manager  Richard 
A.  Melcher  interviewed 
Prime  Minister  Carl 
Bildt,  IjJ.  in  Bildt's  sleek, 
blond-wood  office.  Here 
are  some  e.rcerpts: 

Q  Ho IV  have  Europe's  jit- 
ters affected  you  f 

A  What  was  not  foreseen 
was  the  amount  of  insta- 
bility we  had  in  the  entire 
European  system.  That 
caught  us,  to  a  certain  ex- 
tent, by  surprise. 


Q  117//  //  be  ha)rl  to  persuade  Swedes 
to  join  the  Eu>vpean  Community^ 

A  Yes.  The  dominant  mood  is  of  uncer- 
tainty. We  will  have  a  major  debate 
that  is  going  to  run  for  a  year. 

Q  Will  Swedes  go  along  with  your 
tough  market  ronedies? 

A  I  think  most  people  understand  that 
we  can't  go  on  living  as  we  have  been 
doing. . . .  We  have  increased  the  pen- 
sion age,  and  we  have  trimmed  down 
the  sickness  insurance  benefits  and  a 
lot  of  other  things.  We  have  proved 
that  if  there  are  sacred  cows,  this  isn't 
India,  this  is  Sweden,  and  we're  capable 
of  national  decision-making  in  a  critical 
period. 


Gota  Bank.  With  markets  down  25%  this 
year,  Bildt  has  been  forced  to  shelve 
temporarily  his  plan  to  raise  $26  billion 
by  privatizing  some  35  state  industries. 

The  key  question:  When  will  all  the 
pain  start  yielding  a  new  competitive  ad- 
vantage? There  are  some  positive  signs 
on  the  horizon.  After  years  of  productiv- 
ity gains  that  lagged  behind  others  in 
Europe,  Sweden  is  likely  to  be  among 
the  leaders  for  the  next  two  years.  Com- 
bine the  improving  labor  market,  lower 
social  costs,  and  a  drop  in  personal  and 
corporate  taxes,  and  suddenly  Sweden 
becomes  a  far  more  attractive  place  to 
invest.  Take  Electrolux,  the  world's 


Q  How  will  such  stei-n  steps  affect 
Sweden 's  competifi veuess^ 

A  The  good  news  is  that  we  are  im- 
proving the  competitive  position  of  the 
economy.  Private  industry  is  getting  a 
radical  improvement  of  its  position  by 
cuts  in  taxation  and  by  the  fact  that 
inflation  is  now  virtually  out  of  the  sys- 
tem. There  is  no  way  in  which  Sweden 
can  survive  as  a  rich  and  prosperous 
nation  if  we  are  not  competitive  in  the 
new  Europe.  And  we  have  lost  a  lot  of 
our  competitiveness  during  the  70s  and 
80s  because  of  our  political  mistakes. 

Q  Is  Swedcu.  thcu.  uo  longer  a  cariug 
society^ 

A  You  can  only  be  a  caring  society  if 
you've  got  a  strong  economy. 


No.  3  appliance  maker,  which  like  most 
Swedish  multinationals  has  been  shifting 
investment  abroad  for  years.  Now,  Elec- 
trolux will  be  doing  all  its  refrigerator 
production  for  Northern  Europe  and 
much  of  its  vacuum  production  for  the 
Continent  at  two  sites  in  Sweden. 

In  the  meantime,  Bildt  can  do  little 
more  than  hope  for  a  boost  that  a  world- 
wide recovery  would  bring — perhaps  in 
a  year.  Still,  Sweden's  competitors  are 
hardly  standing  pat.  Economists  are 
worried  about  a  spate  of  bad  export 
numbers.  Such  pressures  are  certain  to 
force  even  more  change. 

By  Richard  A.  Melcher  in  Stockholm 
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CHINA  I 


FOR  BEIJING'S  BRAT  PACK, 

THERE'S  PLENTY  OF  ROOM  AT  THE  TOP 


The  privileged,  market-minded  children  of  China's  rulers  have  key  posts  in  government  and  busini 


When  Deng  Xiaoping  makes  a 
rare  public  appearance,  he  is 
sure  to  bring  along  his  most 
trusted  aides:  his  kids.  On  the  last  day 
of  the  14th  Party  Congress  of  China's 
Communist  Party,  the  88-year-old,  his 
left  hand  trembling  uncontrollably,  was 
supported  by  Deng  Rong,  his  daughter 
and  personal  assistant.  During  his  high- 
ly symbolic  visit  to  freewheeling  Guang- 
dong province  earlier  this  year,  he  was 
aided  by  another  daughter,  Deng  Nan. 
"Deng's  daughters  now  interpret  what 
he  says,  since  no  one  can  understand 
him,"  .says  a  Western  diplomat  in  Bei- 
jing. "It's  difficult  to  know  whether  they 
are  relaying  their  father's  words,  wheth- 
er other  people  are  leaning  on  them,  or 
whether  they  are  setting  the  agenda." 

What  is  clear  is  that  as  China's  lead- 
ers age,  their  children  are  playing  in- 
creasingly important  roles.  Whether  as 
budding  political  stars,  provincial  lead- 
ers, or  business  kingpins,  this  brat  pack 
is  becoming  a  major  force  behind  mar- 
ket-oriented reforms. 
Deng's  children  hold  a  wide 
variety  of  important  posts 
(table).  Overall,  by  one  ac- 
count, some  3,100  of  these 
taizi,  or  princelings,  as 
they  are  called  in  China,  al- 
ready hold  top  positions 


within  the  party,  while  many  more  are 
key  players  in  business.  In  Hong  Kong 
alone,  there  are  thousands,  if  not  tens  of 
thousands,  who  are  learning  to  make 
money  in  the  capitalist  big  leagues. 

One  obstacle  to  the  brat  pack's  rise  is 
the  widespread  resentment  they  evoke 
among  ordinary  citizens.  Some  complain 
that  the  taizi  are  reminiscent  of  the 
privileged  offspring  of  the  emperors. 
The  creeping  power  of  the  taizi  was  a 
prime  target  of  the  ill-fated  student  pro- 
tests in  Tiananmen  Square  in  June,  1989. 
Fear  of  rekindling  such  feelings  may  be 
one  reason  only  a  few  of  them  were 
elevated  to  the  Central  Committee  dur- 
ing the  October  congress. 
SILVER  SPOONS.  But  the  scripted  an- 
nouncements from  the  congress  don't 
tell  the  whole  story.  For  instance,  the 
leaders'  children  are  increasingly  found 
in  key  positions  in  China's  provinces, 
where  market  reforms  are  roaring 
ahead.  The  party  secretaries  of  such  key 
cities  as  Fuzhou,  Chongqing,  and  Da- 


( 


WHAT  DENG'S 
FAMILY  DOES 
FOR  A  LIVING 

DENG  LIN 

DAUGHTER 

(  -  President,  Eastern 
Art  Exchange  Assn. 

DENG  PUFANG 

SON 

Chairmari,;China  Welfare 
Fund  for  Hiindicapped 


tong  are  all  related  to  powerful  p 
bosses. 

Given  their  privileged  upbring 
with  access  to  drivers,  maids,  Wes 
goods,  and  excellent  educations,  it' 
wonder  the  taizi  have  little  use  for 
old.  Spartan  communist  way.  Take  ( 
Yuan,  the  son  of  old-timer  Chen  Yi 
proponent  of  central  planning. 
Yuan   graduated   from  prestig 
Qinghua  University,  the  MIT  of  CI 
and  now  regularly  attends  World 
meetings.  Westerners  who  have  met 
say  he  is  articulate  and  competent 
nowhere  near  as  hard-line  as  his  fa 
The  brat  pack's  outlook  has  also 
influenced  by  their  having  broader 
zons  than  other  Chinese.  Deng 
ping's  son,  Deng  Zhifang,  who  sti 
physics  at  the  University  of  Roche 
now  works  as  assistant  general  man 
for  China  International  Trust  &  In 
ment  Corp.  (CITIC),  Beijing's  main  in 
ment  arm.  And  even  Communist  I 
head  Jiang  Zemin  has  a  son,  Mian  I 
Jiang,  who  received  a 
torate  in  electrical  ( 
neering  from  Drexel 
versify  in  Philadelphi 
1991.  "They  have  expc 
to  policymaking,  and 
living  abroad,  they 
greater  sophisticati 


DENG  NAN 

DAUGHTER 
Vice-choirman,  State 
Commission  of  Science 
&  Technology 


DENG  RONG 

DAUGHTER 
Deng's  personal 
secretary 


'    DENG  ZHIFANG 

SON 

Assistant  general  manager, 
China  International 
Trust  &  Investment  Corp. 
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ZHANG  HONG 

SON-IN-LAW 
Bureau  director, 
Chinese  Academy 
of  Sciences 

WU  JIANCHANG 

SON-IN-LAW 
Vice-president,  China 
National  Nonferrous, 
Metals  Industry  Corp. 

HE  PING 

SON-IN-LAW 
Deputy  director. 
Armaments  Dept., 
Chinese  army  ^* 


INTERNATIOn-- 


Oflicial  Overseas 
Ballot  Box. 


WORLDWIDE  EXPRESS 


I 


^^he  Democratic  and  Republican  Parties  have  selected  DHL  as  the  official  overseas  air  express  carrier 
of  absentee  ballots  for  Americans  abroad.  ■  This  election  year,  DHL  Worldwide  Express  will  pick  up 
ballots  from  204  foreign  couiitries,  free  of  charge.  ■  After  all,  both  ^ 


wonLDwioE  Expness 

FASTER  TO  MORE  OF  THE  WORLD 

political  parties  want  someone  they  can  count  on  to  deliver  the  vote.     1-8  oo    call  dhl 


01992  DHL  AIRWAYS,  INC 
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says  a  European  diplomat  in  Beijing. 

Business  may  be  where  the  toizi  have 
the  greatest  influence.  Now  that  the  pai'- 
ty  has  put  its  collective  stamp  of  approv- 
al on  getting  I'ich,  many  of  the  brat 
packers  ai'e  eager  to  do  so.  Bo  Xicheng, 
son  of  Bo  Yibo,  a  conservative  party 
elder,  is  a  former  director  of  Beijing's 
state  tourist  bureau.  Now,  he  plans  to 
form  a  hotel-management  group  with 
three  friends.  "With  his  connections," 
says  one  Western  official,  "if  Bo  Xi- 
cheng came  to  Hong  Kong  and  offered 
to  open  doors,  he  could  raise  $50  million 
overnight." 

TAINTED  BY  CORRUPTION.  As  it  becomes 
clear  that  the  party  is  less  and  less  the 
road  to  advancement,  others  are  follow- 
ing in  Bo's  footsteps.  No  doubt  many 
would  like  to  emulate  the  success  of 
Larry  Yung.  His  father,  Rong  Yiren, 
known  as  the  Red  Capitalist,  helped  es- 
tablish ciTIc.  In  1987,  Yung  took  charge 
of  CITIC  Hong  Kong  (Holdings)  Ltd., 
where  he  has  built  assets  to  nearly  $4 
billion.  He  has  also  raised  a  few  eye- 
brows. In  August,  Yung  was  fined  $646 
after  police  spotted  his  Acura  weaving 
in  traffic.  But  that  didn't  stop  Hong 
Kong  Governor  Christopher  Patten  from 
naming  Yung  to  his  new  Business  Coun- 
cil, an  advisory  board.  Another  heavy- 
weight at  CITIC  Hong  Kong  is  the  chair- 
man, Wang  Jun,  son  of  Wang  Zhen,  the 
former  vice-president  of  the  Nati(.)iial 
People's  Congress. 

The  princeling  class  is  suspected  of 
using  guttnxi — connections — to  cut 
deals.  For  example,  some  run  companies 
that  sell  arms  for  the  People's  Libera- 
tion Army  (PL.\).  Two  such  companies, 
state-owned  China  North  Industries 
Corp.  and  Polytechnologies  Inc.,  are 
known  for  hiring  officials'  kids.  To  make 
foreign  sales,  these  employees  can  go 
straight  to  the  top  for  approval.  In  the 
late  198()s,  Western  officials  suspected 
that  Deng  Xiaoping's  son-in-law.  He 
Ping,  a  deputy  director  of  the  PLA's  Ar- 
maments Dept.  also  arranged  some 
arms  sales,  including  Silkworm  missiles 
to  Iraq. 

No  matter  how  savvy  they  are,  the 
taizi  are  often  tainted  by  corruption. 
Even  Deng's  wheelchair-bound  son, 
Deng  Pufang,  who  was  crippled  after 
Red  Guards  threw  him  out  of  a  window 
during  the  Cultural  Revolution,  was  in- 
volved in  a  scandal.  Although  he  denies 
any  wrongdoing,  a  trading  company  he 
ran  was  shut  down  for  misusing  funds. 
Now,  he  heads  China  Welfare  Fund  for 
the  Handicapped. 

Even  without  controversy,  the  taizi 
are  a  force  to  be  reckoned  with  in  the 
future.  Their  parents  are  making  sure  of 
it. 

Bi/  Joi/ce  Bonnitlian  in  Bcijitig 


JAPAN  I 


AND  YOU  THOUGHT  JAPAN 
COULDNT  LEARN  FROM  DETROIT 


Slow  sales  have  carmakers  and  dealers  trying  new  ways  to  snare  buy 


'LESS  INTIMIDATINC":  TOYOTA  HAS  A  TOKYO  SHOWROOM  STAFFED  ENTIRELY  BY  WOMEN 


asako  Hyodo,  a  35-year-old  re- 
search assistant  in  Tokyo,  got  a 
[pleasant  surprise  when  she 
went  shopping  to  replace  her  three-year- 
old  Integra:  The  economic  slowdown  is 
giving  Japanese  car  buyers  a  lot  more 
room  to  wheel  and  deal.  A  Toyota  Motor 
Corp.  dealer  offered  to  knock  30'a  off  a 
Celica  sticker,  and  showrooms  stayed 
open  late  to  suit  her  schedule.  In  the 
end,  she  snagged  a  silver  Honda  Prelude 
for  $16,600,  after  a  trade-in  and  a  $1,250 
discount. 

Tough  times  have  Japan's  carmakers 
and  dealers  looking  for  new  ways  to 
snare  buyers.  After  several  years  of  8'/' 
growth,  auto  sales  in  Japan  slid  3.9'A  in 
1991  and  are  off  5.77'  so  far  this  year. 
Operating  profit  margins  at  Japan's 
2,000  dealers  average  a  mere  0.67,  com- 
pared with  1.57  in  the  U.  S.  A  third  of 
them  are  losing  money. 

The  squeeze  is  prompting  creative 
marketing.  Dealers  are  lining  up  parking 
[)laces — a  scarce  commodity  that  buyers 
must  have  before  they  can  legally  get  a 
car.  They  are  jazzing  up  showrooms 
with  Halloween  parties  and  other 
events.  Toyota  Tokyo  Corolla  Co.  has  a 
new  showroom  that's  predominantly  lav- 
ender and  staffed  by  women.  "We  are 
less  intimidating  to  customers,"  says 
manager  Toshiko  Suzuki. 

To  help  draw  bigger  crowds,  dealers 
are  breaking  a  major  taboo  by  joining 


forces  with  rivals  to  create  U.  S.-s 
auto  parks  with  competing  models  ur 
one  roof.  Three  are  in  operation  r 
and  more  are  likely.  ""We  study 
American  case  because  sooner  or  \i 
it  ends  up  in  Japan,"  says  Kazun 
Goto,  executive  vice-president  for  Ja 
Automobile  Dealers  Assn.  (,JADA). 
FEAR  OF  FINANCING.  So  far,  consumei 
bates  are  unheard  of  in  Japan.  Ther 
some  low-cost  dealer  financing  availa 
but  it  hasn't  grabbed  Japanese  cons 
ers.  Typically,  they  pay  cash,  using 
ther  their  biannual  bonuses  or  bank 
rowings.  Now,  .JADA  is  encourag 
dealers  to  promote  financing  in  the 
that  it  will  become  a  new  profit  cen 

Auto  makers  have  launched  a  s]iat 
specials,  too.  For  an  October  sale,  Mt 
Motor  Corp.  rolled  out  just  300  of  a 
seat,  black-only  version  of  its  RX-7— 
sold  them  all.  Honda  Motor  Co.  is  sel 
Integras  with  an  option  package  tha 
eludes  air  conditioning,  a  cassette  p 
er,  and  other  goodies  for  just  $ 
Priced  separately,  those  options  wi 
add  up  to  $2,100". 

To  be  different,  one  Nissan  Motor 
outlet  throws  a  monthly  party,  invi 
anyone  with  a  birthday  that  month  ir 
cake.  "We  do  whatever  it  takes  to 
them  to  know  us,"  says  sales  man; 
Shoji  Senba.  In  this  business  climat 
gimmick  may  go  a  long  way. 

By  Karen  Lowry  Miller  in  Ti 
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^  lie  ouaraian  Lite  Insurance  Company  of  America 


fORTUNE'  magazine  rates 
The  Guardian,  for  tiie  second 


ANKED 

# 


)RTUNE  ""1500 

0  LARGEST  LIFE  INSURANCE  COMPANIES 


LIFE  INSURANCE  COMPANY 


GUARDIAN  LIFE  OF  AMERICA 


NET  INCOME 
AS  %  OF  ASSETS 


2.7 


 v»i  every  oiner 

major  insurance  company  in 
an  important  category. 

First  it  was  Financial  World  magazine  that  gave 

.1  .?^f  o'^'^"      ^""oi's  as  the  #1  insurer  of 
the  42  U.S.-based  life  and  health  insurance 
companies  with  assets  of  $5  billion  or  more 
Now  FORTUNE  magazine,  in  a  recentTticle 
has  recognized  The  Guardian  again  as  the  #1  ' 
insurance  company  of  the  50  largest  in  America 
based  on  net  mcome  as  a  percent  of  assets.  And 
that  s  a  major  factor  in  determining  an  insurer's 
fmancial  strength. 

Yesterday 

The  Guardian  has  built  its  reputation  of  strength 
and  stability  one  day  at  a  time  since  1860  That's 
over  a  century  of  delivering  quality  products 
and  service  to  individuals,  groups  and  corporate 
policyholders.  And  over  a  century  of  making 
sure  our  fiscal  house  is  in  order. 

Today 

Yesterday's  attention  to  quality  is  continuing  to 
pay  off  for  The  Guardian  today. 

The  Interest  Adjusted  Cost  Index,  an  industry 
standard  for  use  in  comparing  product  perform- 
ance, shows  just  how  strong  The  Guardian 
really  is.  Last  year.  The  Guardian  ranked  first 
industry-wide  on  the  basis  of  20-year  Interest 

25,  35,  and  45.  And 
our  1992  dividend  payment  is  the  132nd 
consecutive  in  The  Guardian's  history  This 
tinancial  strength  translates  to  real  benefits 
for  Guardian  policyholders. 

Today,  The  Guardian  is  one  of  only  a  handful 
ot  insurance  companies  that  have  earned  the 
highest  ratings  possible  from  each  of  the  three 
major  independent  financial  rating  services. 
AAA  from  Standard  &  Poor's.  Aaa  from 
Moody's.  A  +  +  from  A.M.  Best. 

Tomorrow 

We'll  be  here  for  you  tomorrow  just  as  we  were 
here  for  you  yesterday.  Because  at  The  Guardian 
our  policyholders  are  #1.  "'uid", 

Find  out  more  about  the  financial  strength  of 
1  he  Guardian.  And  more  about  our  superior 
products  and  services  for  Life  Insurance 
Group  Insurance,  Reinsurance,  Disability 
Income  Protection,  Equity  Products  or 
Asset  Management*. 

Call  1-800-662-1006. 


^  TheGuardi^ 

The  Intelligent  Choice" 


ler"virp''Jr'^""'  Guardian  Investor 

Services  Corporation*  a  wholly-owned  subsidiary  of 
Guardian  Insurance  and  Annuity  Company 

-1992  The  Guardian  Life  Insurance  Company  of  Americ 
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ver  80%  of  the  most 
prominent  figures  in  banking 
count  on  our  computer  solutions 


Throughout  the  world,  bankers 
who  speak  dollars  and  bankers  who 
speak  yen  and  bankers  who  speak 
pounds,  pesos,  Deutsche  marks,  and 
francs,  all  speak  to  Unisys  for  answers 
to  their  mission-critical  needs. 

Forty-one  of  the  world's  50 
largest  banks  rely  on  Unisys  informa- 
tion systems.  And  half  the  world's 
checks-40  billion  annually-are  pro- 
cessed on  Unisys  computers.  But  the 
buck  hardly  stops  there. 

Over  3.000  financial  institu- 
tions depend  on  our  systems  for 
funds  transfer.  We've  put  our  banking 
customers  a  year  ahead  of  the  com- 
petition in  check  imaging  solutions. 
We  offer  unequaled  capability  in  the 
revenue-generating  area  of  branch 
automation.  And  we  rank  first  in 
customer  satisfaction  surveys  of  mar- 
kets as  demanding  as  Japan. 

So  it's  hardly  surprising  that 
ten  of  Japan's  top  ten  banks,  ten  of 
Europe's  top  ten.  nine  of  .America's 


top  ten.  seven  of  twelve  U.S.  Federal 
Reserve  banks,  and  60.000  other 
distinguished  customers  recognize 

U\iSYS 

We  make  it  happen. 


Unisys  as  a  world  leader  in  missi 
critical  information  systems. 

A  few  more  prominent  figur 
1-800-448-1424,  ext.  170.  Ask  how 
can  put  the  advanced  technology  a 
dedicated  people  of  Unisys  to  work 
vour  account. 
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EDITED  BY  STANLEY  REED 


RITAIN'S  MAJOR  IS  STUMBLING 
DWARD  A  FALL 


1  politics,  it  is  often  said,  it  is  better  to  be  kicky  than  ck^v- 
jr.  With  Britain  staring  economic  disaster  in  the  face, 
ind  Prime  Minister  John  Major's  j^overnment  driftinji, 
puncHts  ai)pear  to  be  rit^ht.  Not  only  has  Major's  kick  run 
but  now  it  seems  as  thouyk  all  his  political  cunning'  has 
:zed  away. 

iajor,  like  most  other  heads  of  state,  is 
ggling  to  cope  with  a  deepening  recession 
ely  beyond  his  control.  Btit  lately,  his  gov- 
nent  has  been  on  the  ropes,  and  much  of 
damage  is  self-inflicted.  Chancellor  of  the 
hequer  Norman  Lamont  was  widely  dis- 
iited  after  Britain's  ignominious  exit  from 
European  Exchange  Rate  Mechanism.  An- 
r  top  Cabinet  minister,  Michael  Heseltine. 
lost  a  gi-eat  deal  of  respect  since  he  tried 
ick  two-thirds  of  the  nation's  miners  in  the 
!;t  of  the  longest  recession  in  50  years. 
NG  HIS  WORDS.  Now,  after  a  series  of  em- 
•assing  policy  flip-flops,  Major's  credibil- 
is  sapped.  It  couldn't  come  at  a  worse 
).  Soon,  he  will  ask  Parliament  to  approve 
Maastricht  Ti'eaty  on  economic  and  mone- 

union,  the  centerpiece  of  his  administra- 

But  there  are  serious  doul>ts  that  he  will 
'ail. 

xst  six  months  ago.  Major  looked  untouch- 
after  his  Conservative  Party  won  a  re- 
iding  reelection  victory  with  a  vision  of  a 
le,  low-inflation  economy  and  closer  ties  to  Europe.  But 
1  Britain's  recession  looking  more  and  more  like  a  de- 
sion.  Major  has  been  forced  into  retreat  as  one  gloomy  ec- 
nic  event  after  another  overwhelms  liim. 
rst  came  the  mid-September  currency  crisis,  when  the 
kets  forced  Major  to  eat  his  rei)eated  pledges  not  to  deval- 
iir  withdraw  from  the  European  Monetary  System.  Since 
:.  16,  Lamont  has  raised  and  lowered  interest  rates  five 
!S,  creating  the  impression  that  things  are  out  of  control. 


"This  is  serious,"  says  Howaixl  Davies,  director  of  the  Confed- 
eration of  British  Industry.  "A  lack  of  confidence  in  the  direc- 
tion of  the  economy  lies  at  the  heart  of  our  difficulties." 

But  the  p:km  deliacle  pales  next  to  the  ham-handed  way  Ma- 
jor dealt  with  the  coal  mines,  a  dying  industry  but  one  dear  to 
British  hearts.  The  anntmncement  that  .'31  coal  mines  and 
30,000  miners  would  be  lopped  off  came  on 
the  same  day  that  new  unemployment  figures 
showed  40,000  workers  had  been  laid  off  in  the 
last  month.  Heseltine  marshaled  lots  of  eco- 
nomic reasons  for  closing  the  pits,  but  none 
could  overcome  the  seeming  heartlessness  of 
the  ruling.  Some  of  the  loudest  cries  of  {.n'otest 
came  from  Tory  backbenchers,  whose  threats 
to  stand  against  Major  in  a  House  of  Com- 
mons vote  forced  him  into  his  second  big  re- 
versal. Now,  only  10  mines  will  l)e  shut  down, 
and  then  only  after  a  90-day  review. 

Major  is  still  sending  out  confusing  signals. 
After  putting  the  British  economy  through 
the  wringer  in  an  effort  to  remain  in  the  Eu- 
ropean Monetary  System,  he  has  just  present- 
ed an  opposite  plan  to  stimulate  the  economy 
through  increased  government  spending  on 
capital  projects  and  job  training.  While  luisi- 
ness  leaders  and  economists  welcome  the  new 
plan,  they  are  mystified  by  what  they  see  as 
Whitehall's  incoherence.  "They  don't  know 
what  they're  doing,"  declares  UBS  Phillips  & 
Drew  economist  Bill  Martin. 

With  the  usually  supportive  press  aliandoning  him,  the  re- 
maining four  years  in  office  are  likely  to  be  bumpy  ones  for 
Major.  The  rebellion  in  his  Conservative  Party  means  he  is  go- 
ing to  have  to  horse-trade  to  get  anything  done.  Indeed,  the 
whole  nation  is  asking  the  question  the  tabloid  paper  The 
Sini  recently  screamed  in  a  full-page  headline:  "Is  Major  A 
Cionei'?" 

Ill/  Piiidu  Dii\i/er  in  Londini 


>BALWRAPUPI 


SSiA 


Vestern  companies  are  beginning 
to  fall  victim  to  scattered  vio- 
ce  in  Russia.  A  grenade  thrown  at  a 
ice  station  next  to  the  popular  Mc- 
nald's  hamburger  restaurant  in  cen- 
1  Moscow  injured  several  passers- 
and  customers  on  Oct.  19.  That 
iowed  a  series  of  bombings  of  Marl- 
'0  kiosks  owned  by  Philip  Morris 
3.  in  St.  Petersburg.  While  few  ex- 
itives  fear  widespread  attacks  on 
JStern  businesses,  such  establish- 
:nts  are  resented  by  some  Russians, 
0  see  them  as  symbols  of  the  free 
.rket,  which  they  associate  with  a 
'sher  life.  A  handful  of  protesters 


opposing  capitalism  recently  rallied  out- 
side McDonald's.  The  onslaught  of  win- 
ter could  heighten  the  tension. 

ISRAEL 

The  government  is  edging  closer  to 
privatizing  the  phone  monopoly, 
Beze(i.  Finance  Ministry  officials  say 
they  ai-e  sttidying  a  proposal  by  South- 
western Bell  Corp.  for  a  one-third 
stake  with  voting  control.  While  South- 
western denies  it  has  made  an  offer,  it 
already  has  an  interest  in  Aurec  Za- 
hav,  publishei-  of  Israel's  white  and 
yellow  pages.  Israel  wants  to  sell  a 
14%  share  of  Bezeq  to  an  international 
phone  company.  But  these  comi^anies 
mav  not  agree  without  more  control. 


JAPAN 


In  another  sign  that  .Japan's  economy 
is  faltering,  the  country's  broadest 
measure  of  money-supply  growth  fell 
by  0.4%  in  Septemlier  fi'om  a  year  ago. 
It  was  the  first  such  decline  since  the 
Bank  of  Japan  started  recording  the 
data  in  1967.  Prime  Minister  Kiichi 
Miyazawa  has  already  proposed  an  $87 
billion  government  spending  program 
to  perk  up  the  sagging  economy,  but 
many  economists  say  that's  not 
enough.  With  the  money  supply  now 
falling  and  consumer  spending  waning, 
the  Bank  of  Japan  may  have  to  make 
more  interest-rate  cuts  to  get  the  econ- 
omv  moving  again. 


MIONAL  OUTLOOK 
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Advanced  Matsushita  researchi 
in  thie  U.S.  today  will  create  opportunities 
across  America  tomorrow 


Every  day  around  the  world  more  than 
15,500  Matsushita  scientists  and  engineers 
start  their  day  by  asking,  "What  if. . And 
so  begins  a  quest  that  knows  no  boundaries 
and  is  only  limited  by  one's  imagination. 
The  quest  is  to  create  products  and 
technologies  that  make  life  easier,  safer 
and  more  enjoyable. 

Eight  U.S.  research  facilities  are  a 
cornerstone  in  this  global  research  effort. 
Today,  they  are  working  on  a  vast  an"ay 
of  new  technologies  including  Avionics, 
Speech  Therapy  Systems,  Speech 
Recognition  and  Synthesis  Systems, 
Advanced  Television  Research  and 
Information  Systems. 

When  these  technologies  are  translated 
into  new  products,  there  are  Matsushita 
group  factories  across  America  capable  of 
producing  them.  In  fact,  today  there  are 
15  factories  and  150  business  locations  in 
the  U.S.  employing  more  than  10,000 
Americans,  all  part  of  the  Matsushita 
family.  As  these  operations  in  the  U.S. 
expand,  they  create  new  technologies  along 
with  new  opportunities  for  all  Americans. 


MATSUSHITA  ELECTRIC 


PANASONIC  TECHNICS  QUASAR 


I 


ndustries 


TRANSPORTATION! 


THE  GREAT  TRAIN 
TURNAROUND 


Newly  savvy,  rails  are  no  longer  getting  run  off  the  road  by  trucks 


When  the  economy  loses  steam, 
goes  the  conventional  wisdom, 
railroads  suffer.  So  freight 
carriers  must  be  in  sorry  shape.  Not  so 
fast.  Although  airlines  and  shipping  con- 
cerns are  in  trouble,  railroads  are  power- 
ing along.  After  a  very  strong  first  half, 
shipments  began  slowing  in  August.  But 
tlianks  to  dramatic  cuts  in  the  size  of 
freight  crews,  the  paring  away  of  un- 
profitable track,  and  more  efficient  use 
of  equipment,  1992  may  still  be  the  best 
year  in  decades  for  many  of  the  nation's 
railroads. 

That  hopeful  news  is  only  the  first 
chapter  in  the  railroads'  comeback.  Hav- 
ing cut  costs  about  as  much  as  they  can, 
freight  companies  are  now  making 
moves  to  boost  revenues  and  win  back 
some  of  the  business  lost  to  truckers 
over  the  last  two  decades.  The  focus  is 
on  customer  service,  efficiency,  new 
technologies,  and  innovative  marketing. 
Many  railroads  are  building  special  facil- 
ities for  customers  to  ensure  easy  and 
smooth  passage  of  goods.  Many  are  also 
custom-designing  cars  to  transport  prod- 
ucts from  autos  to  lumber.  And  "inter- 
modal"  shipments  are  booming.  By  link- 
ing up  with  trucks  for  door-to-door 
deliveries,  trains  are  tapping  new  busi- 
ness that  had  once  belonged  to  trucks. 
STACKING.  Timeliness  has  won  new  re- 
spect, too.  Where  railroads  once  prom- 
ised delivery  on  a  given  day,  or  there- 
abouts, many  trains  can  now  time 
arrivals  to  within  an  hour.  New  equip- 
ment and  technologies  are  bolstering 
profits.  In  many  regions,  railroads  are 
taking  advantage  of  new  car  designs 
that  allow  shippers  to  stack  containers 
on  top  of  one  another,  doubling  revenue. 
New  computer  systems  are  being  used 
to  better  coordinate  scheduling  and  oper- 
ations. And  sophisticated  equipment  can 
now  keep  track  of  customers'  goods  to 
provide  just-in-time  shipments. 

Trains  have  already  halted  their  de- 
cline against  trucks.  Now  they're  deter- 
mined to  raise  their  share,  transporting 
more  premium  goods,  such  as  electron- 
ics, that  provide  higher  revenues  than 
coal  or  grain.  Then  again,  if  the  economy 


picks  up,  even  without  new  market 
share,  railroads  can  expect  a  jump  of 
more  than  SQ7o  in  increased  rev'^hues 
over  five  years,  say  experts.  Here's  how 
three  carriers  are  preparing: 


SantaFe 


SANTA  FE  PACIFIC 


STRATEGY:  Investing  heavily 
in  new  technologies  and 
computer  systems.  Linking 
v/\\h  trucker  J.  B.  Hunt 
Transport  to  offer  customers 
door-to-door  service 


Five  years  ago  it  was  hard  to  say 
what  Santa  Fe  Pacific  Corp.  even 
was.  A  railroad?  A  real  estate  venture'? 
A  mining  company'.'  The  asset-rich  com- 
pany certainly  didn't  go  unnoticed.  Ac- 
quisitors,  including  Hen- 
ley Group  Inc.'s  Michael 
D.  Dingman,  staged  take- 
over plays,  hoping  to 
reap  a  fortune  selling 
some  of  its  disparate 
[jarts. 

Today  there's  no  ques- 
tion that  Santa  Fe  is  a 
railroad — and  an  innova- 
tive one  at  that.  Chair- 
man Robert  D.  Krebs,  a 
lifelong  railroad  man, 
sent  pursuers  packing 
with  a  $5  billion  recapital- 
ization in  1988.  He  put 
noncore  assets  on  the 
block  to  chop  down  debt. 
And  he  began  building  a 
lean,  mean  operation  in 
the  freight  business. 
Krebs  cut  train  crews  in 
half  and  eliminated  three 
layers  of  management. 
He  also  shed  some  3,200 
miles  of  track,  keeping 
the  8,000  miles  that  fol- 
low Santa  Fe's  most  prof- 
itable routes. 

Cutting  would  get  San- 
ta Fe  only  halfway  home, 
though.   "We   needed  a 


product  to  sell,"  says  Krebs.  So  backi 
1990,  Krebs  struck  a  deal  with  a] 
Hunt  Transport  Inc.,  a  Lowell  i  \ 
trucking  company.  Together  the_\'  ■  n; 
ed  a  novel  use  of  intermoda!  trans|)M 
Hunt  hauls  trailers  to  Santa  Fe,  wl  I 
carries  them  cross-country.  Hui 
truckers  then  meet  the  train  and  m, 
the  delivery.  Santa  Fe  overcame  hm 
resistance  to  the  concept  by  proving  i 
the  two  combined  could  deliver  sen 
faster  and  cheaper  than  either  ale 
Others,  including  Burlington  North 
and  Union  Pacific,  have  since  copied 
idea,  but  Santa  Fe's  relationship  w 
Hunt  remains  unique.  The  companies 
market  their  product  and  split  proi 
while  other  railroads  charge  the  true 
a  fixed  amount.  Santa  Fe  now  ha 
1,800  trailers  a  week  for  Hunt. 
AUTO  CARRIER.  Santa  Fe  has  also  sp 
heavily  to  improve  its  product.  Over 
last  three  years,  it  has  invested  $75  i 
lion  in  three  computer  systems  that 
everything  from  scheduling  trains 
controlling  operations.  Krebs  says  t 
has  improved  on-time  performance,  c 
cial  to  keeping  Hunt  as  a  partner.  ' 
company  is  also  replacing  some  259' 
its  aging  locomotive  fleet  to  slash  i 
costs  and  increase  reliability. 

Krebs  hasn't  spared  a  penny  to  atti 
new  business,  either.  To  win  over  Uni 
Parcel  Service  Inc.,  which  uses  trains 
ship  many  packages  across  the  U 
Santa  Fe  built  a  $70  million  intermo 
yard  outside  Chicago  to  serve  the  C( 
pany.  It  also  won  General  Mot 
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j.'s  heart,  and  $100  million  a  year  in 
ness,  by  designing  a  system  that  can 
'er  auto  parts  on  a  just-in-time  basis. 
,a  Fe  has  also  developed  a  new  carri- 
hat  can  transport  up  to  18  automo- 
,,  while  a  truck-hauler  can  manage 
about  a  dozen. 

16  moves  are  paying  off.  The  compa- 
on  Oct.  20  announced  a  special 
ge  of  $320.4  million,  but  without 

Santa  Fe  this  year  will  earn  $149 
on,  up  from  $96  million  last  year, 
icts  Susan  Chapman,  an  analyst  at 

York-based  Forbes,  Walsh,  Kelly  & 
>ioi  bad  for  a  company  that  a  short 

ago  couldn't  even  decide  what  it 
ted  to  be. 


CONRAIL 


STRATEGY:  Changing 
hierarchical  culture  to  de- 
centralize decision-making. 
Investing  to  raise  tunnel 
and  bridge  clearances 
for  double-stacking 


few  years  ago,  managers  at  Her- 
ishey  Foods  Corp.  would  have 
'ed  at  the  idea  of  moving  fresh  liq- 
Aocolate  on  rail  lines  between  the 
)any's  factories  in  Hershey,  Pa. 
trucks  could  be  counted  on  for  reli- 
service.  But  by  mid-1993,  Consoli- 
d  Rail  Corp.  will  be  moving  tempera- 
-controlled  cars  the  2.4  miles 
een  the  two  plants.  Says  Scott  E. 


ON  SCHEDULE: 


SANTA  FE'S 


KREBS  CUT  DEBT, 
CREWS,  AND 


NONCORE 


ASSETS.  HE  WON 


OVER  GM  AND 


UPS  WITH 


CUSTOM-BUILT 


FACILITIES 


Buesking,  a  transportation  manager  for 
Hershey:  "I'm  going  to  lay  my  reputa- 
tion on  the  line  and  say  we  can  do  it  with 
rail  as  good,  if  not  better,  than  with 
trucks." 

That's  a  phrase  Conrail  Chief  Execu- 
tive James  A.  Hagen  has  long  ached  to 
hear.  Until  recently,  any  plaudits  have 
been  more  in  connection  with  cost-cut- 
ting efforts.  Although  Conrail's  reve- 
nues have  tripped  downward  since 
1981's  $3.6  billion  high,  to  $3.25  billion 
last  year,  operating  income  has  gradual- 
ly edged  up  as  the  carrier  cut  some 
36,000  jobs.  Analysts  forecast  a  respect- 
able $257  million  in  net  earnings  for 
1992,  against  a  loss  of  $207  million  in 
1991.  To  keep  that  line  moving  north, 
Hagen  is  focusing  on  improved  service 
and  facilities.  "We've  got  to  prbdu'ce  a 
better  product,"  he  says. 

By  many  measures,  the  Philadelphia- 
based  carrier  is  already  doing  that.  Rail- 
roads have  long  been  intensely  hierarchi- 
cal— even  militaristic — but  Hagen  has 
loosened  up  the  culture,  allowing  for 
more  independent  decision-making.  In 
June,  when  the  two-day  national  rail 
strike  disrupted  U.  S.  Postal  Service 
shipments  on  Conrail,  field  managers 
chartered  trucks  to  keep  the  mail  mov- 
ing— not  telling  Hagen  until  later.  The 
speedy  action  put  the  carrier  in  such 
good  graces  with  the  postal  service  that 
it  was  spared  having  to  rebid  its  con- 
tract for  1993. 

Next,  Hagen  hopes  literally  to  move 
mountains.  With  double-stacked  contain- 
er shipments  growing 
ever  more  popular,  he's 
working  with  Pennsylva- 
nia legislators  to  raise 
the  clearances  on  about 
100  bridges  and  tunnels 
across  the  state  by  1995. 
To  ensure  action,  Conrail 
has  promised  to  shoulder 
nearly  half  the  $88  mil- 
lion cost.  Hagen  says  the 
profit  will  come  in  more 
intermodal  traffic. 

Such  moves  may  well 
position  Conrail  for  big 
gains.  Hagen  will  contin- 
ue to  count  on  the  coal 
business,  which  contrib- 
utes 17.6%  of  revenues. 
But  he  predicts  a  rise  in 
far  more  lucrative  auto 
shipments,  which  account 
for  13.2'X  of  revenues  yet 
produce  twice  the  cash 
per  car  that  coal  does. 
Even  Hershey  may  chip 
in.  The  candymaker  says 
improved  timeliness  may 
lead  it  to  choose  Conrail 
for  intermodal  shipments 
to  retailers — for  Hagen, 
a  truly  savory  thought. 


BURLINGTON  NORTHERN 


STRATEGY:  On-site  service 
coordinators  at  key 
customer  locations.  Using 
barges  to  get  faster  service 
to  Mexico.  Emphasis  on 
timeliness 


In  1988,  Burlington  Northern  Inc.  spun 
off  its  energy  and  real  estate  opera- 
tions as  part  of  a  plan  to  maximize 
shareholder  value.  Burlington  was  the 
country's  biggest  railroad,  but  "every- 
one joked  that  Burlington  Resources  got 
the  gold  and  we  got  the  shaft,"  says  the 
railroad's  CEO  Gerald  Grinstein. 

Grinstein  believes  he  will  prove  them 
wrong.  He  used  refinancings  and  a  pub- 
lic offering  to  reduce  the  company's 
debt.  Difficulty  in  negotiating  crew  re- 
ductions for  the  northern  third  of  its 
business  will  put  a  drag  on  profits  in 
1992.  But  Burlington's  CEO,  the  former 
head  of  Western  Air  Lines  Inc.,  is  doing 
much  to  prepare  for  future  gains. 
PRECISION.  For  Burlington,  too,  timeli- 
ness has  become  a  paramount  concern. 
It  won  high  marks  from  shippers  last 
year  for  on-time  performance.  Still,  its 
63%  on-time  record  doesn't  match  the 
90%  rating  enjoyed  by  the  top  three 
trucking  companies.  So  Grinstein  has  in- 
troduced "Precision  Execution"  to  set 
new  standards  in  consistency.  The  rail- 
road strives  to  deliver  cars  to  its  custom- 
ers' shipping  or  receiving  docks  within 
30  minutes  of  the  promised  time. 

Burlington  has  many  other  efforts  un- 
der way.  Its  "network  control  center," 
open  since  August,  monitors  real-time 
information  about  traffic  and  weather 
patterns  in  its  Northern,  Central,  and 
Southern  corridors  at  its  Fort  Worth 
headquarters.  That  helps  managers  an- 
ticipate problems  up  to  24  hours  in  ad- 
vance. Earlier  this  year,  Burlington  also 
became  the  first  rail  carrier  to  place  an 
on-site  service  coordinator  at  customer 
locations,  including  Coors  Brewing  Co. 
and  ConAgra  Inc. 

And  Grinstein  is  looking  down  the 
track  for  new  developments.  Anticipat- 
ing greater  trade  between  the  U.  S.  and 
Mexico,  Burlington's  CEO  recently  en- 
tered into  a  venture  with  Mexican  barge 
company  Grupo  Protexa  S.  A.  de  C.  V.  to 
have  rail  shipments  moved  by  barge 
from  Galveston,  Tex.,  to  three  ports  in 
eastern  Mexico.  The  new  routes — to 
open  in  early  1993 — will  cut  travel  times 
by  as  much  as  a  week  and  allow  ship- 
ments to  preclear  customs.  It's  all  part 
of  Grinstein's  plan  to  "substantially 
change  the  way  we  run  this  railroad." 

By  Joseph  Weber  in  Philadelphia,  Seth 
Payne  in  Washington.  Kevin  Kelly  in 
Chicago,  and  Stephanie  Anderson  Forest 
iti  Fort  Worth 
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PATIENT  RAFFIN  WORRIES 


WON'T  BE  ABLE  TO  CALL  ON  THE  SERVICES  I  NEED" 


HOME  INFUSION  COULD  USE 
A  SHOT  IN  THE  ARM 


Legal  and  financial  problems  are  dogging  the  industry 


Considering  the  runaway  cost  of 
medical  care,  any  company  that 
promises  to  save  up  to  507'  of  hos- 
pital charges  should  be  wildly  success- 
ful, right? 

For  a  while,  that  was  true  of  the  nu- 
merous home  infusion  providers  that 
sprang  up  during  the  1980s.  Intravenous 
drug  infusions  used  to  be  confined  to 
hospitals.  But  development  of  smaller, 
more  sophisticated  drug  pumps  has  al- 
lowed companies  to  offer  IV  injections  of 
everything  from  antibiotics  to  .MIis  treat- 
ments in  a  patient's  lK)me.  Providers 
supply  drugs,  train  patients  to  adminis- 
ter them,  and  often  arrange  for  nursing 
care.  Without  high  overheads,  they  could 
undercut  hospital  costs  while  enjoying 
healthy  margins.  The  industry's  sales 
have  tripled  since  1988,  to  an  estimated 
$3.7  billion,  and  by  early  this  year  inves- 
tors had  bid  up  the  shares  of  leading 
players  to  astronomical  levels. 
PLUNGING  STOCKS.  But  now,  the  bubble 
has  burst.  Worried  about  spiraling  costs, 
insurers  'have  been  aggressively  de- 
manding big  discounts  in  recent  months. 
The  No.  2  infusion  player.  Medical  Care 
America  Inc.,  shocked  investors  on  Sept. 
25  by  warning  that  its  third-quarter 
earnings,  due  out  in  late  October,  will  be 
flat.  The  industry  has  also  been  rocked 
by  investigations  of  the  common  practice 


of  paying  doctors  for  referrals.  Stock 
prices  have  plunged  (chart),  and  a  shake- 
out  looms.  "I  foresee  a  period  of  abso- 
lute chaos  and  a  lot  of  consolidation,' 


about  157f  on  average,  vs.  57  at  hos 
tals — have  attracted  hundreds  of 
operators.  Now,  the  crowded  field  1- 
given  insurers  the  upper  hand.  "Sir 
January,  the  larger  companies  ha 
been  very  aggressive  in  offering  us 
tractive  rates,"  says  Lawrence  Goelmi 
CEO  of  Cost  Care  Inc.,  of  Newpi 
Beach,  Calif.  The  company  helps  ins 
ers  contain  costs. 

GOUGING.  Home  infusion  also  has  coi 
under  fire  for  price  gouging.  "We' 
seen  companies  charging  $82  for  a  3 
injecting  device  and  $15  for  hydrog 
peroxide  you  could  buy  at  a  drugstc 
for  89(1;,"  says  Jacqueline  Lewis,  a  reg 
tered  nurse  who  helps  set  home  infusi 
reimbursement  policy  at  Prudential 
surance  Co.  Lawrence  A.  Ross,  assists 
vice-president  for  institutional  provi( 
relations  at  Blue  Cross  &  Blue  Shield 
rUiode  Island,  adds  that  his  company  1 
sometimes  been  billed  "$8,000  to  $10,( 
a  week  [for  a  patient],  as  much  as 
hospital  stay  might  cost."  To  cut 
penses,  the  company  set  up  a  so-cal 
managed-care  network  last  Janua 
Bidding  among  providers  for  the  sei 
slots  in  the  network  led  to  257  to  3 
savings,  Ross  estimates. 

Infusion  company  e.xecutives  conU 
that  their  prices  are  reasonable,  gii 
the  24-hour  coverage  and  high  level 
nursing  care  many  patients  need.  Tl 
also  warn  that  too  much  cost-cutt 
could  hurt  the  quality  of  care.  "As  pri 
come  down,  some  companies  will  ci 
promise,"  says  Donald  R.  Kiepert,  ( 
of  Chartwell  Home  Therapies  in  W 


says  Patrick  S.  Smith,  Medical  Care's  H       ham,   Mass.   "Saving  $15 

r»r»o  1  v«wi n  11      ''T^no    liffl/ii    rrnirc"  '         r:!_L!rv  f      wTrwlr      it  i-n^zi 


chairman.  "The  little  guys 
will  get  beaten  to  death, 
and  three  or  four  big  play- 
ers will  emerge  at  the 
end." 

Even  the  biggest  play- 
ers are  getting  walloped. 
Take  Baxter  Internation- 
al Inc.,  which  plans  a 
November  spin-off  to 
shareholders  of  its  Care- 
mark International  Inc. 
unit,  the  industry  lead- 
er. Baxter  announced 
the  spin-off  in  April, 
when  the  industry's 
price-earnings  ratios  av- 
eraged more  than  25.  A  Caremark 
spokesman  insists  that  the  deal  is  still 
on.  But  analyst  Neal  C.  Bradsher  of 
Alex.  Brown  &  Sons  Inc.  figures  that 
the  unit  could  now  achieve  a  p-e  of 
about  15,  valuing  it  at  about  $1  billion. 
Baxter  bought  Caremark  for  55  times 
earnings  in  1987. 

In  ])art,  home  infusion  is  a 
victim  of  its  own  success.  Its 
fat   operating   margins — 
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oesn't  work  if  the  pati 
ends  up  being  reho 
talized  at  $.500  a  da 
Such  talk  worries 
tients.  Steven  Raf 
37,   a  graphic  ar 
j  from  Somerville,  Ms 
'  has  been  receiving 
viral  IV  treatment  at 
apartment  since  ei 
this  year.  Then,  a 
weeks  ago,  his  insi 
cut  costs  by  switching 
a  managed-care  netw 
and  Raffin  had  to  ch( 
a  new  IV  provider.  It 
been  generally  fine, 
says,  but  it  is  under  pressure  to  I 
costs  down.  So,  his  nurse  from  the 
iting  Nurse  Association  of  Boston 
is  now  limited  to  one  visit  a  week,  i 
er  than  coming  whenever  he  reqi 
help.  Raffin  worries  that  if  his  c( 
tion  worsens,  "I  won't  be  able  to 
on  the  services  I  need. 

insist  that  home  infu 
companies  can  still  asi 
good  quality.  But  the  squ 


No  other  plain  paper  fax  can 
deliver  this  message. 


'or  the  past  three  years,  Canon  has  been  #1  in 
plain  paper  fax. 

One  reason  is  the  complete  Hne  of  advanced 
facsimiles  you  can  choose 
from.  Like  the  worlds  smallest 
desktop  digital  unit,  the  FAX- 
L3300.  It  can  transmit  a  page 
in  just  three  seconds.  Or,  there 
)ur  full-featured  Laser  Class™  700  series  and  the 
V  FAX-B200,  our  most  economical  plain  paper 
:  ever.  All  incorporate  Canons  exclusive  image 


=4 


processing  technology  for  sending  and  receiving 
with  better  depth  and  clarity. 

Canon  also  makes  it  easy  to  choose  your  fax. 
Call  us  for  a  Fax  Decision  Makers  Kit  and  the 
name  of  your  nearest  Canon  authorized  dealer  at 
1-800-OK-CANON.  Or,  let  us  fax  you  product 
information.  What's  more,  there  are  no  finance 
charges  until  May  22, 1993,  when  you  purchase  a 
Canon  Plain  Paper  FAX  with  the  Canon  Credit  Cardf 

Clearly,  people  are  getting  the  message.  For 
plain  paper  fax,  Canon  delivers. 


A\-B200 


•f^—  

FAX-A501 


FAX-L700 


a Enjoy  easy  extended  payments  with  the  Canon  Credit  Card  Ask  (or  details 
at  participating  Canon  dealers  Available  only  m  U  S 
expires  12/31/92  and  is  available  at  participating  authorized  Canon  FAX  dealers  Subject  to  credit  approval, 
ing  May  23.  1993,  (or  all  qualitying  purchases  made  on  your  Canon  Credit  Card  Rnanc*  Charges  v^ill 
■11  the  Annual  Percantag*  Rate  o(  up  to  1788%  with  a  minimum  monthly  Hnanca  Charge  o(  50  cents 
month  in  which  a  Finance  Charge  is  due  Minimum  Monthly  Payments  are  required 


FAX-L775 


tAX-ir^Ht 


FAX-l  ?  1(1(1 


Canon 


IF  YOU  THINK  HIGH  TECHNOLOGY  REQUIRES  INNOVATION 
IMAGINE  INSURING  IT.  Advanced  scientific  disciplines  like  solar  cell  technology  and  genet 
engineering  are  exploding  with  possibilities.  And  fraught  with  hidden  risks.  The  professionals  at  AIG  Companies  wf 
underwrite  these  and  other  specialty  risks  possess  a  much-sought-after  talent:  the  ability  to  evaluate  the  unknown  an 


sess  businesses  on  the  cutting  edge  of  technology.  Over  the  years  we've  developed  the  necessary  rational  skills  and 
uitive  talents  to  a  degree  most  others  have  not.  It's  part  of  why  AIG  is  a  global  organization  known  for  its  innovative 
<urance  solutions.  Particularly  when  dealing  with  endeavors  as  complex  as  capturing  the  energy  of  the  sun. 

WORLO  LKAOERS  IN  INSURAN  iRVieES. 

American  International  Group,  Inc.,  Dept  A.  7()  l^ine  Stifct.  New  York.  N\'  10270. 


Peninsula 

CROUP 


Service 
as   smooth  as 
silk 


THE  PALACE  HC^iTEL 


SH4«/       Tut      £   \  P  t  R  I  I    \  (_ 


Tollfree  |800|  223  6800 


Tollfree  18OO1  323  7500 


Tollfree  (8001  223  5652 


SAUE 


"Yolt  know.  Gwcn.  the  time  to  buy  straw  hats  is  in 
the  fall  when  people  are  almost  f^ivini;  them  awa\!" 

The  same  is  true  of  the  market  with  its  peaks  and  valleys  (resting  periods). 
The  prudent  investor  buys  during  those  resting  periods  and,  with  patience,  is 
there  when  stock  valuations  take  off. 

Anyone  who  studies  the  charts  knows  that  the  no-load  Berger  100  Fund 
and  the  Berger  101  Fund  have  achieved  an  impressive  record.  More 
important  is  the  investment  philosophy  behind  these  numbers.  Please  call  for 
a  prospectus  and  study  it  carefully  before  investing. 

Berger  Associates,  Inc.  •  (303)  329-0200  /  (800)  333-1001 
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ndustries 


has  come  very  swiftly  for  some.  In  Ju 
Atlanta-based  Home  Nutritional  S' 
vices  Inc.,  a  68'! -owned  subsidiary 
Healthdyne  Inc..  reported  a  16''  decli 
in  second-quarter  earnings,  to  $2.3  n 
lion.  It  blames  the  dip  on  its  decision  1; 
last  year  to  aggressively  seek  discou 
ed,  managed-care  business.  And  a  shal 
out  is  starting  among  smaller  operate 
Medical  Care's  Smith  says  15  to  20  sm 
companies  have  called  him  in  rect 
months,  seeking  a  buyer. 

Into  this  maelstrom  add  the  imi)act 
the  investigations  into  fees  for  doct( 
who  refer  patients.   Many  compan: 
have  used  such  fees  as  marketing  to( 
arguing  that  doctors  are  paid  when 
tients  are  in  the  hospital,  but  not  wl 
they  are  treated  at  home.  Trouble 
various  state  and  federal  laws  limit 
prohibit  such  practices  in  order  to  av 
conflicts  of  interest  in  referrals. 
INVESTIGATION.  Baxter's  Caremark  v 
is  tile  target  of  a  federal  probe  seek 
to  determine  if  it  violated  laws  prohi 
ing  referral  fees  for  medicare  and  me<" 
aid  patients.  Baxter  says  it  revised  i 
practices  for  those  patients  in  Octot 
1991,  and  a  spokesman  says  "we've 
ways  operated  within  the  law."  Still, 
company  could  face  a  hefty  fine. 

Another  major  player,  T-  Medical 
of  Alpharetta,  Ga.,  disclosed  in  June  t 
it  was  the  subject  of  a  federal  gri 
jury  investigation.  T-  indicated  in  an 
filing  that  the  secret  probe  may  invc 
the  controversial  strategy  that 
helped  fuel  T-'s  growth  since  1987.  T 
cally,  T-  helps  a  group  of  doctors  set 
a  home  infusion  practice,  manages  it 
a  fee,  then  buys  the  practice  mainly  v 
stock  once  it  is  generating  suffic 
income.  A  source  involved  in  the  pr 
says  the  government  is  investiga' 
whether  T-'s  tactics  are  illegal: 
can't  offer  anything  in  cash  or  kin( 
get  referrals.  That's  the  law."  T-'s  j 
eral  counsel  Jeffrey  S.  Muir  coun 
that  "we  are  totally  in  compliance  \ 
all  the  laws."  Even  so,  the  compai 
stock  plunged  on  the  disclosure  of 
investigation  to  19  now,  vs.  a  higlj 
67%  in  January. 

Despite  such  travails,  home  inful 
has  a  bright  future — for  some  cor 
nies.  The  market  seems  sure  to  1 
growing,  as  cost  pressures  force  n 
AIDS  and  other  patients  to  rely  on  h 
care.  And  some  companies  are  kee; 
earnings  up  by  adding  new  serv 
such  as  home  care  for  bone-mar 
transplant  patients  and  premature 
fants.  Providers  that  continue  such  i 
vations  will  prosper.  But  many  ot 
will  fail — or  become  low-margin  1 
nesses.  Just  as  hospitals  are. 

By  Mark  Maremont   in  Boston, 
Chuck  Hawkins  i?/  Atlanta 
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Mini  WAN1S  YOU  10  KNOW 
MGGER  mn  AIWAYS  BETnit 

aometimes  big  companies  only  come  up  with  big  solutions,  not  smart  ones.  So  call  WilTel®  Communications  Systems. 
We  offer  small  and  medium  size  businesses  the  feature-filled  Norstar  digital  key  system,  smartly  designed 
Northern  Telecom.  Plus  personal,  semce-oriented  support  that's  making  the  big  phone  company  nen'ous. 

^  From  voice  processing  systems  to  full-scale  outsourcing,  we're  one  of  the  nation's 

leading  independent  PBX  suppliers.  So  call  WilTel  at  1-800-324-0608.  For  solutions 


that  are  big  on  smarts. 


x^'^^  Norstar  digital  key  system. 


,\      Norstar  is  a  registered  trademark  of  Northern  Telecom.  TURNS  UP  TECHNOLOGY 

'''/// 1  / 1) )  I  *  Wii/Tfe/  is  an  authorized  Northern  Telecom  distributor  ©  1992  WilTel 
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YO  U     KN  OW  WHAT 


GOES  INTO 


Every  Investment 


DECISION 


we  Make. 


Experience.  Tears  of  U.  every  member  of  our  INVESTMENT  TEAM  brings  something  EXTRA  to 
the  TABLE.  The  NET  RESULT  is  that  NOT  ONLY  do  you  get  INPUT  from  some  of  the  industry's  MOST 
OUTSTANDING  research  ANALYSTS,  portfolio  MANAGERS  and  senior  investment  STRATEGISTS,  you  ALSO 
get  the  SUM  TOTAL  of  their  EXPERIENCE  poured  into  every  FACET  of  an  INVESTMENT.  So  from  EQUITY 
to  FIXED  INCOME,  from  BOSTON  to  TOKYO  to  LONDON,  every  DECISION  we  make  is  BACKED  by  years 
and  years  and  years  of  EXPERIENCE. 


Putnam 


A     TIME-HONORED  TRADITION 
IN     MONEY  MANAGEMENT 


The   Putnam  Companies      One  Post  Office  Square,    Boston    MA  02109. 
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IIUSIC  RAP:  THE  CASE 
iGAINST  ALLEN  GRUBMAN 


Uy  Joel  is  suing  his  superlawyer  and  exposing  a  tangled  industry 


n  1982,  Allen  J.  (Jrubman  was  still  a 
little-known  music  lawyer  when  he 
landed  one  of  his  biggest  clients: 
uce  Springsteen.  The  rocker's  long- 
16  manager,  Jon  Landau,  recalls  that 
e  of  the  reasons  he  hired  Grubman 
s  "the  word  on  the  street  was  that 
ubman's  firm  had  done  such  a  fan- 
;tic  job  for  Billy  Joel." 
These  days,  Grubman,  49,  is  consid- 
id  the  most  powerful 
/yer  in  the  music  busi- 
3S,  but  Joel  is  no  longer 
ging  his  praises.  He  is 
ng  Grubman  for  $90  mil- 
n,  alleging  fraud  and 
Ipractice.  Grubman  re- 
;es  to  discuss  the  case, 
t  in  court  papers,  the 
/yer  blasts  the  suit  as 
'contrived  and  libelous 
empt"  to  "smear"  his 
Tfi,  Grubman,  Indursky. 
lindler  &  Goldstein. 
ALL  WORLD.  The  case  is 
gely  aliout  conflict  of 
erest  in  the  music  busi- 
3S,  where  everybody 
,0  is  anybody  knows 
srybody  else.  A  clique 
lawyers  handles  most  of 
;  deals— often  while  on 
ainer  to  both  artists  anrl 
iir  labels.  In  Grubman's 
ie,  the  suit  alleges  that, 
hough  Joel's  recording 
itract  was  with  CBS 
cords,  neither  Grul)man 
•  his  firm  ever  "fully  ad- 
ed"  Joel  of  its  representation  of  CBs 
asked  him  to  sigTi  a  conflict-of-interest 
iver.  "Isn't  there  a  risk  a  lawyer  isn't 
ng  to  be  as  aggressive  for  the  artist- 
mt  because  he  doesn't  want  to  offend 
'  record  company  which  is  hiring  him 
do  other  work?"  says  Joel's  lawyer, 
Dnard  M.  Marks.  Grubman  claims  the 
Ti  didn't  represent  CBS  Records  until 
)rtly  before  Joel  fired  him. 
[s  there  a  conflict  inherent  in  what 
Libman  does?  "Of  course  there's  a  con- 
t  of  interest  there— that's  why  people 
nt  Allen  for  theii-  attorney,"  industry 
Jcutive  Irving  Azoff  says  l)luntly.  "Al- 
knows  everyone  in  the  industry,  so 


he  knows  who  has  the  money  and  who 
doesn't."  Grubman  represented  MCA  acts 
when  Azoff  headed  MCA  Records  Inc.  a 
few  years  ago,  but  that  didn't  stop  Azoff 
from  hiring  Grubman  to  represent  MCA 
in  various  deals. 

Grubman,  whose  record  at  Brooklyn 
Law  School  was  undistinguished,  recog- 
nizes that  clients  aren't  buying  his  legal 
mind.  Rather,  he  is  I'enowned  as  a  re- 


lentless bargainer  who  make.s  good  use 
of  his  connections.  "The  relationships 
we've  created  allow  us  to  do  great 
things,"  says  Grubman.  He  negotiated 
Michael  Jackson's  estimated  $30  million 
deal  with  Sony  Music  and  orchestrated 
Madonna's  $60  million  package  with 
Time  Warner  Inc.  His  clients  include 
superstars  plus  lop  record  companies 
and  their  executives,  such  as  Sony  Music 
President  Tommy  Mottola.  "He  makes 
you  want  to  be  in  luisiness  with  him," 
says  megaproducer  David  Geffen. 

Grubman  started  out  as  a  performer. 
While  growing  up  in  Brooklyn,  he  sang 
regularlv  on  a  television  show  in  Man- 


hattan. Eventually,  GiMibman  dt^cided  on 
a  more  pi-aclical  career  in  entertainment 
law.  The  law  student  worked  in  the 
mailroom  at  William  Morris  Agency  and 
as  a  CBS  page.  After  graduating  in  19()7, 
lie  landed  a  job  in  a  music  law  firm. 

In  1909,  Grul)man  struck  out  on  his 
own.  His  firm  got  lucky  in  the  1970s 
by  signing  obscure  disco  artists  who  got 
hot.  Soon  it  was  signing  heavyweights. 

Grubman  credits  his  rise  in  part  to  his 
forming  relationships  with  "people  who 
became  very  important."  The  short  list: 
Mottola,  former  CBS  Records  President 
Walter  R.  Yetnikoff,  and  Geffen. 
SUCCESS  STORY.  Crrubman's  relationship 
with  (ieffen  shows  how  the  lawyer  nur- 
tures such  ties  while  promoting  his  own 
interests.  The  two  met  12  years  ago, 
when  Geffen  was  negotiating  a  deal  for 
Grubman's  client.  Hall  &  Gates,  to  join 
Geffen  Records.  Soon,  Geffen  wanted 
out  of  the  deal.  He  asked 
Grubman  to  shop  it  to  an- 
other label  but  agreed  to 
honor  the  commitment  if 
need  be.  Grubman  signed 
the  group  with  Arista 
Records,  getting  a  lietter 
deal  for  the  singers  and 
himself.  A  year  later,  Gef- 
fen hired  Grul)man  as  his 
personal  attorney. 

If  the  Joel  suit  stands 
up,  it  could  scare  away  cli- 
ents for  Grubman.  A  key 
claim  is  that  Grubman 
"cast  his  allegiance"  not 
with  Joel,  but  with  his  for- 
mer manager  and  brother- 
in-law,  Frank  Wel)er.  Ac- 
coriling  to  the  suit,  in 
about  19S8,  Yetnikoff 
warned  Grubman  "some- 
thing was  wi'ong"  with 
Joel's  finances  because,  de- 
spite the  millions  CBS  had 
l)aid  him,  Joel  needed  to 
sell  his  Manhattan  apart- 
ment so  he  and  his  wife, 
model  Christie  Brinkley, 
could  build  a  beachfront  home,  (irub- 
man  allegedly  refused  to  hire  an  investi- 
gator because  he  feai'e(l  Weber  would 
fire  him.  In  court  papers,  CJrubman 
claims  the  conversation  never  took  place. 

Yetnikoff  is  exiiected  to  testify  about 
Grubman  and  the  music  business  itself. 
But  Yetnikoff  may  have  an  ax  to  grind: 
There  are  recurring  rumors  that  Grub- 
man helped  do  him  in  at  CB.s  Records. 
Even  so.  until  the  Joel  case  is  resolved, 
Grubman  will  be  haunted  by  some  of 
the  same  people  who  helped  make  him 
an  extraordinary'  success. 

Bi/  Miclick  (Jalcii  in  Neir  Yurk,  irith 
Ronald  Giorer  in  Los  Ain/eles 
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statistics  show  they  cc 


-drivingjt 


People  who  buy  a  Mercedes  Benz 
expect  to  keep  it  longer  than  other  cars. 
And  for  good  reason. 

The  body  is  formed  of  different 
steels,  with  galvanized  steel  used  for 
parts  that  are  prone  to  corrosion. 

Twenty-one  pounds  of  weather- 
resi.stant  sealant  is  sprayed  on  the  under- 
body  And  the  body  itself  is  protected 
with  as  many  as  8  coatings  and  finishes. 

Little  wonder  that  97%  of  all 
Mercedes-Benz  cars  registered  over 
the  last  15  years  are  still  in  operation* 
(that's  more  than  any  luxury  car  make 
sold  throughout  that  time  period). 

So  buy  your  budding  young  driver 
a  new  Mercedes,  and  drive  it  yourself 
until  he's  ready. 

For  additional  information  on 
Mercedes-Benz  call  1-800-747-8635. 


SMnflcoothing. 

"  ■  »'"n(u,/p,  A,/,,  Member  of  the  Dmmler-Benz  (.roui,. 


SPECIAL  ADVERTISING  SECTION 


There's  no  doubt  iibout  it.  New 
cars  and  trucks  are  safer  than 
they've  ever  been  since  the  auto 
age  dawned  more  than  80  years 
ago.  The  same  goes  for  the 
nation's  streets  and  highways. 

The  statistics  prove  it.  hi  1950, 
an  average  of  7.6  people  died  in 
motor  vehicles  for  every  100 
million  miles  driven.  Now  the 
rate  is  about  2.0  —  a  record  low. 
Experts  say  safety  innovations 
could  slash  today's  rate  in  half 
within  a  decade. 

Is  there  more  to  be  done? 
Certainly.  Even  last  year's  low 
fatality  rate  claimed  nearly 
43,500  lives  in  the  United  States. 
Besides,  those  rates  vary  dramati- 
cally according  to  who's  driving 
what,  and  where.  According  to 
research  by  General  Motors 
Corp.,  an  intoxicated  teenager 
driving  a  light-weight  car  is  near- 
ly 1,300  times  more  likely  to  be 


killed  than  a  40-year-old  belted 
driver  in  a  heavy  car  on  the 
freeway. 

Recent  federal  legislation  is 
pushing  the  standard  adoption 
of  more  safety  features,  such  as 
air  bags,  in  all  cars  and  trucks 
within  six  years.  Some  good 
news:  The  United  States  already 
leads  the  entire  world  in  auto 
safety  requirements. 

Safety  isn't  entirely  up  to  the 
vehicle,  of  course.  The  driver  is 
the  most  important  safety  fea- 
ture in  any  car.  You  can  reduce 
your  chances  of  trouble  just  by 
being  more  cautious  and  by  pay- 
ing closer  attention  when  you 
drive.  Try  tuning  up  your  road 
skills  —  and  getting  rid  of  some 
bad  habits  —  by  attending  a 
high-performance  driving  school 
that  teaches  accident  avoidance 
techniques. 

The  driving  environment. 


from  road  design  to  weather 
conditions,  also  figures  into  thejj 
safety  equation.  Use  of  such  |i 
innovations  as  improved  guard! 
rails  and  breakaway  light  poles  I 
can  make  roads  less  dangerous. 
Under  the  best  of  circumstance;] 
though,  there  are  so  many  vari-' 
ables  affecting  the  driving  envi-j 
ronment  that  drivers  still  must 
take  the  streets  as  they  come. 

Or  do  they?  Global  research 
on  "smart"  highways  will  equip 
tomorrow's  drivers  with  much 
more  information  about  the  ro£ 
ahead.  Eventually,  your  car  and 
the  highway  will  literally  talk  tc 
each  other  to  make  driving  safe 
and  less  congested. 

Still,  the  bulk  of  the  safety 
burden  falls  upon  the  vehicle 
itself.  Today's  cars  and  trucks  ai 
expected  to  make  up  for  drivinj 
errors  and  the  perils  of  streets 
and  roadways.  Fortunately,  the: 
capability  of  the  vehicle  to  oblij 
is  growing  dramatically. 

Much  is  due  to  quantum  leajj 
in  computing  power  available  tj 
automotive  designers  and  engi-l 
neers.  Supercomputers  permit 


Education  is  the  key  to  safe  driving.  Th 
means  understanding  Vie  safety  featui 
that  help  avoid  accidents.  It  means  dri 
ving  safely  in  all  types  of  situations. 
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Vision  Technology  Application  (VITA) 
(Hinderniserkennung/Kpllislonsvermeidung) 


Auto  makers  such  as  Mercedes-Benz  use  laboratory  computers  to  simulate  the  dynamic  behavior  of  their  vehicles  and 
the  people  in  them  during  crashes.  These  simulations  reduce  cost,  speed  up  design  work,  ami  permit  safety  engineers 
to  evaluate  options  more  quickly  and  put  them  into  production  faster. 


nufacturers  to  simulate  the 
lavior  of  components  and 
n  entire  vehicles  in  a  crash. 
1  they  can  do  it  well  before 
'  parts  are  actually  built. 
!>omputer  simulations  aren't 
accurate  enough  to  eliminate 
need  for  crash  testing  with 
1  cars.  Even  then,  sophisti- 
?d  crash  dummies  hooked  up 
:omputers  help  engineers  sim- 
te  the  size  and  type  of  impact 
human  passengers.  This 
nputer-aided  testing  gives 
;ineers  the  ability  to  evaluate 
ional  designs  quicker,  so 
re  crashworthy  cars  reach  the 
rketplace  faster. 
3n-board  electronics  are  also 
itributing  to  safety.  Modern 
i  already  carry  about  $1,000 
electronic  devices.  Experts  say 
level  could  double  by  2000, 
/en  heavily  by  the  electronic 
uirements  of  such  safety  fea- 
2S  as  air  bags,  anti-lock  brakes 
1  traction  control. 
\s  the  cost  of  computing 
itinues  to  drop,  more  exotic 


safety  features  will  come  into 
general  use.  Among  them  are 
devices  to  enhance  driver  vision 
at  night  or  in  fog,  microwave 
collision  avoidance  systems,  and 
highways  smart  enough  to  guide 
drivers  around  trouble  spots. 
Laboratory  versions  of  these  sys- 
tems are  being  tested  now. 

This  special  section  considers 
all  these  safety  angles  as  it  ex- 
plores the  1990s  —  America's 
decade  of  the  safe  car. 

WHY  IS  SAFETY 
SO  POPULAR? 

Maybe  it  seems  like  second 
nature  to  check  the  safety  fea- 
tures of  the  new  car  you're  think- 
ing of  buying.  Indeed,  a  survey 
by  the  Insurance  Institute  for 
Highway  Safety  says  consumers 
rank  safety  second  only  to  quali- 
ty among  the  things  they  want 
in  a  new  car  or  van. 

But  America's  passion  for 
safety  wasn't  always  so  strong. 

Consider  Ford  Motor  Co.'s 


experience  in  the  mid-1950s. 
It  proudly  offered  seat  belts, 
padded  dashes,  deep-dish  steer- 
ing wheels  and  other  safety  items 
in  its  cars  in  1956  —  and 
watched  sales  falter  as  General 
Motors  pushed  the  styling  and 
performance  of  its  models.  Ford 
marketers  concluded  that  con- 
sumers didn't  want  to  be 
reminded  about  the  dangers  of 
driving.  Most  auto  makers  de- 
cided that  "safety  doesn't  sell." 

Making  Personal  Choices 

Manufacturers  began  to  wonder 
if  they  were  wrong  after  Ralph 
Nader  published  Unsafe  At  Any 
Speed  in  1965.  The  blistering  cri- 
tique of  the  Chevrolet  Corvair 
came  just  as  consumers  were 
starting  to  question  their 
assumption  that  American  insti- 
tutions would  always  take  care  of 
them.  "People,"  suggests  Ronald 
S.  Zarowitz,  manager  of  car  and 
truck  safety  at  Chrysler  Corp., 
"began  to  realize  they  had  to 
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Jeep  Grand  Cherokee  Limit' 

It  would  be  difficult,  if  r 
impossible,  to  write  an  ad  ab( 
Jeep  Grand  Cherokee  Limit( 
without  discussing  its  remark, 
strength  and  capability. 

After  all,  Grand  Cherokee 
has  an  available  5.2  litre  220  h( 
power  V8  and  an  advanced  Qua 
Trac  four-wheel  drive  systen 


y4x4MthAS#Spot, 


besides,  this  is  a  Jeep, 

1  talking  about. 

So,  rather  than  belabor 
)vious  benefits,  we'd  like 
11  your  attention  instead  to 
id  Cherokee's  one  and  only 
;pot:  a  driver's  side  air  bag. 
j  ^  At  Jeep,  we  believe  that 
%  safety  is  just  as  important 

2  as  brute  strength  and 


durability.  That's  why  we  made 
Grand  Cherokee  the  only  sport 
utility  in  the  world  with  a  stan- 
dard driver's  side  air  bag.  And 
why  four-wheel  anti -lock  brakes 
are  also  standard. 

And  because  safety  includes 
peace  of  mind.  Grand  Cherokee 
comes  with  Chrysler's  Owner's 
Choice  Protection  Plan? 


For  further  information  or 
to  locate  a  dealer  near  you,  call 
1-800-JEEP-EAGLE. 

Jeep  Grand  Cherokee  Limited. 
It's  tough  when  you  want  it  to  be. 
And  soft  when  you  least  expect  it . 


There's  Only  One  Jeep...  Jeep. 

A  Division  of  the  Chrysler  Corporation, 


nited  warranties,  restrictions,  and  details  at  dealer.  Jeep  is  a  registered  trademark  of  Chrysler  Corporation. 


Buckle  up  for  safety. 
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make  their  own  choices." 

Nader's  book  eventually 
forced  the  Corvair  out  of  produc- 
tion. It  also  helped  galvanize  the 
public  —  and  Congress  —  into 
action.  Until  then,  auto  makers 
couldn't  meet  federal  safety  stan- 
dards because  there  were  none  to 
meet.  The  only  guidelines  they 
had  were  suggested  performance 
levels  for  various  components 
from  the  Society  of  Automotive 
Engineers. 

Then  came  the  Motor  Vehicle 
Safety  Act  of  1966.  The  sweeping 
law  continues  as  the  backbone 
for  automotive  safety  today.  Its 
sections  cover  everything  from 
headlamp  brightness  and  power 
windows  to  crash  performance 
and  infant  restraints. 

Still,  Americans  didn't  em- 
brace automotive  safety 


over-night.  GM  proved  it  in 
the  mid-1970s.  It  offered  air  bags 
as  an  option  for  $235  to  $325 
in  several  of  its  large  models 
between  1974  and  1976.  Sales  — 
about  12,000  overall  —  were 
abysmal. 

Critics  say  GM  didn't  market 
air  bags  well.  The  public  didn't 
yet  understand  what  the  devices 
were.  Some  observers  say  it 
also  took  longer  than  expected 
for  buyers  to  warm  up  to  a  safety 
device  designed  literally  to 
e.xplode  in  their  faces. 

Whatever  the  reason,  behav- 
iorists  suspected  consumers  like 
having  safety  features  as  long  as 
they  didn't  have  to  think  about 
them  much.  "When  confronted 
with  a  decision  to  buy  optional 
safety,  people  aren't  as  comfort- 
able," suggests  Chrysler's 


Zarowitz.  "But  if  it's  built  in, 
they'll  praise  the  car. 

The  Baby  Boom  Factor 

What  has  made  America  emb 
auto  safety  so  strongly?  Expei 
attribute  it  to  aging  baby 
boomers,  people  born  betwee 
1946  and  1964.  This  huge  grc 
of  76  million  consumers  —  o : 
third  of  the  entire  populatior- 
is  moving  through  middle  ag 
now. 

Observers  say  family  respo- 
sibilities  and  the  recognition  i 
aging  are  stoking  demand  tor 
safer  vehicles  among  this  gro 
The  same  interests,  they  say, 
explain  the  nation's  growing 
preoccupation  with  health, 
nutrition  and  fitness. 

No  one  expects  our  interesi 
safer  vehicles  to  fade.  On  the 
contrary.  It  may  grow  as  agin 
baby  boomers  produce  drama 
shifts  in  the  character  of  the 
American  population.  Accord 
to  the  U.S.  Census  Bureau,  al  ^ 
one-seventh  of  the  American 
population  will  be  over  age  6  i 
the  year  2000. 

"This  generation  of  elders. 


H  Safety  Fir: 


Occupant  protection  features  such  i 
crush  zones  and  pillar/roof  reinfora 
ment  are  part  of  the  Nissan  Altima  'i 
innovative  design. 


AQUATRED"  TRACTION: 
AVEKf  SECURE  INVESTMENT 

ONLY  FROM  GOODYEAR. 


The  deep-groove  Goodyear  Aquatred  radial  delivers  improved 
-weather  steering,  braking  traction  and  accelerating  traction. 
It  is  a  design  so  unique,  it  has  already  ^^7^^i^>^^^ 
n  engineering  awards  from  Popular 
mce.  Popular  Mechanics,  Business 
ek  and  Discover  magazines. 
It  is  an  investment  so  secure, 
backed  by  a  60,000-mile 
idlife  warranty.''" 
Like  anti-lock  brakes, 
oint  seat  belts  and  air 
S,  the  Goodyear  Aquatred 
1  enhance  your  peace 
nind  in  a  variety  of 
ather  conditions. 
Goodyear  Aquatred. 
eally  makes  a  difference 
vet-weather  driving. 

lited  warranty.  ExlUiskhis  apply, 
dealer  for  details. 


Aquatrcd's  decp-grooiv  "aqua- 
chamicl"  directs  water  aiuay  iis  you 
drive,  which  helps  keep  more  of 
the  tire  m  contact  with  the  road. 


GOODYEAR 


THE  BEST  TIRES  IN  THE  WORLD  HAVE 
GOODYEAR  WRITTEN  ALL  OVER  THEM. 
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writes  Ken  Dychtwald  in 
Age  Wave,  a  book  on  the 
aging  of  America,  "is  bold- 
er, more  powerful,  more 
savvy  in  the  marketplace, 
more  socially  outspoken, 
and  more  politically  force- 
ful than  any  previous  gen- 
eration of  elders  on  Earth.  " 


Auto  Safety  Here 
&  Abroad 


Today  consumer  interest  in 
safer  cars  is  at  an  all  time  high. 
W  hich,  auto  makers  agree,  is 
helping  dri\-e  the  pace  of  safety 
innovation  throughout  their 
industry-  worldwide.  "Without 
consumer  demand,  we  wouldn't 
see  the  level  of  [safety]  products 
available,"  says  Zarowitz.  "Regu- 
lations aren't  enough.  The  mar- 
ket has  to  want  it." 

Market  push  has  propelled 
America  into  the  forefront  of 
safety  worldwide.  Of  course  all 
manufacturers  who  sell  cars  in 
the  United  States  must  meet  U.S. 
safety  standards. 

But  it's  a  different  stor\"  in 
other  world  markets.  "What 
you're  seeing  in  Japan  and 
Europe,"  observes  Sherman  E. 
Henson,  manager  of  side  impact 
and  safety  planning  at  Ford,  "is 
some  catch-up  activities." 

For  20  years  the  U.S.  market 
has  required  cars  to  have  protec- 
tive beams  built  into  their  doors 
to  help  protect  against  side 


A  graphk  depiction  of  ibe 
risUHSfy  offend  by  the  cab- 
fontsud  desigii  of  Cbiyslof's 


impacts.  These  devices  are  still 
not  required  in  Europe  or  Japan. 
The  same  goes  for  passive 
restraints  such  as  air  bags. 

Foreign  governments  are 
beginning  to  jump  on  the  safety 
bandwagon.  Now,  says  Ford's 
Henson,  a  big  issue  for  manufac- 
turers is  coordinating  standards 
around  the  globe.  Europe  has 
already  developed  its  own  test 
for  side  impacts,  using  different 
measurements  of  compliance.  It 
specifies  different  test  dummies, 
too. 

The  short-term  effect  is  to 
make  it  tougher  for  manufactur- 
ers trying  to  sell  their  vehicles 
in  several  markets.  One  encour- 
aging scenario:  The  global  trend 
to  safer  cars  and  trucks  may  en- 
courage internationally-minded 


manufacturers  to  engin 
their  vehicles  to  meet  tl 
world's  toughest  safety 
laws  —  no  matter  whos 
standards  they  are. 

DESIGNING 
SAFETY 

Perhaps  the  best  way  to 
make  cars  and  trucks  sa 
is  to  start  with  a  "safe' 
design.  That  means  a  v( 
cle  whose  structure  absorbs  tl 
energ\^  of  a  crash  smoothly.  1 
interior  is  fashioned  to  minin 
injury  if  an  occupant  strikes 
of  its  surfaces.  And  its  tires, 
brakes,  lights  and  other  equi 
ment  at  least  meet  certain  mi 
mal  safety  standards. 

The  federal  government  sp 
out  its  definition  of  safe  vehii 
in  the  Motor  Vehicle  Safety  A 
The  law  set  up  the  National 
Highway  Traffic  Safety  Admii 
istration  (XHTS.A)  and  directe 
to  set  and  enforce  safety  stan 
dards.  XHTS.A  has  50  motor  \ 
cle  safety  standards  covering 
hundreds  of  performance 
requirements.  All  vehicles  mi 
meet  the  federal  standards  th 
apply  to  them  to  be  sold  in  tl 
United  States. 


Dealing  With  Energy 

Tap  another  car  in  a  parking 
and  your  bumper  soaks  up  th 
energ}'  of  impact.  Strike  some 
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continue 


Several  years  ago, 

we  set  out  to 
build  an  entirely 

different  kind 
of  luxury  car.  The 
objective  was  to 
create  a  driver's 
sedan  that  could 
compete  on  every 

level  with  some. 

of  the  finest 
automobiles  ever 

assembled— at 
a  price  point  that 

has  never  been 

achieved  before. 
That  was  the  goal. 

This  is  the  result. 


If  \  (Hi  u  ild  someone 

caj"s— \  ou'd  probablx 

of  .in  engineering  mas- 

feasible price  tag. 

and  engine  noise 

Id  make  a  caj"  that  had 

be  esconed  out  of  the 

terpiece.  E\  er\  last  de- 

The thrust  of  the 

Its  liighh  ach-ai 

more  mei^ng  power 

room  b\  men  in  little 

tail  of  the  car  lias  been 

car  ctimes  fTom  a  150- 

suspension  consis 

tlian  a  Mercedes  19(  iE 

w  hiie  suits. 

closeh  scrutinized. 

horsepo\ver  DOHC. 

of  MacPhersoi^.  sr 

2.3.  die  ;igilir\  to  oui- 

But  thai  is  preci.<eh 

refined  and  re-refined 

16-\"al\  e  engine  that 

with  optimize 

slalom  a  Lexiis  ES 

w  liat  tlie  ingenious  en- 

o\ er  a  four-\  ear  period. 

rests  on  liquid-filled 

di\  e  anti-lift  ^ 

,^id  tJie  stopping  pow  er 

gineers  at  Xissan  ha\  e 

.•\nd  as  a  result,  tlie 

engine  mounts.  Tliese 

in  the  ft"ont  anti  ij 

to  out-brake  a  B>r\\" 

just  accomplished. 

.Mtima  is  unlike  an\  auic  v 

mt>unt5  act  as  "shock 

tiple  links  in  the  i| 

323i  — ft »r  about  half 

Tlie  ne\v  \man 

mobile  e\  er  to  come 

absorbers— significant- 

that  further  ir 

the  price  of  an\  of  these 

Altiim^h  notiiingshon 

\-dih  an  economicalh 

1\  reducing  \ibration 

drivercontrr. 

SKsari  .\]ouTT  Qrrpirrtmm  m  l        Sman people  alwcrts  read  ihr  fin/  prml.  Aivi  thn  alwav.  -uicfiT  thar  seal  hdis.  *Bavd  m  mdepmdml  U'SL'.  amdwlfid  k\AM(. 
S'lssan  .Mtima  XL  (rrSEimyus  1992  ampetitnit  -iiehiclfx  Mervrng  pcram  based  m  trmt  and  disiaim  Te^parfd  to  acjCfUraU  from  20-55  mph.  Shlcnr,  ampanscm  - 


i 


the  front 
ir  suspensions 
;en"soft  mount- 
inti-vibration 
mes. 

ranslate,  this 


smooth  and  quiet,  hi 
fact,  at  55  mph,  the 
Nissan  Altima  SEs 
cabin  is  actually  qui- 
eter than  the  cabin 
of  a  BMW  325i  or  a 
ilogy  makes  the      Mercedes  190E  2.3! 
incredibly  pow-         Speaking  of  tlie 
nd  agile.  Not  to      cabin,  die  inside  of  tlie 
)n  remarkably        Altima  is  graced  vvitli 


all  the  luxury  and  com- 
f<  )i  t  that  die  ( )utside 
suggests.  Contoured, 
reclining  seats  have 
been  meticulously  tai- 
lored to  fit  your  form. 
Large,  easy-to-read 
analog  gauges  adorn 
the  dash.  Buttons  for 
die  power  windows 


and  door  locks**  have 
been  precisely  placed 
in  the  armrest  for  easy 
access.  And  over  forty 
standard  safety  fea- 
tures have  been  incor- 
porated, including  a 
drivers  side  air  bag, 
for  your  protection. 
If  you'd  like  more 


luxury  a  variety  of  trim 
levels  are  available  .so 
you  can  choose  from 
such  amenities  as  a 
custom  six-speaker  CD 
system,  an  automatic 
cabin  temperature  con- 
trol system,  sunroof 


tmm 


and  an  optional  leadier 
trim  interior— to  name 
just  a  few. 

C:all  us  at  1-800- 
NISSAN3,and  we'll 
gladly  tell  you  more 
about  the  new  Altima. 
Or  visit  your  nearest 
Nissan  Dealer  where 
four  years  of  rigorous 
work  can  be  summed 
up  in  one  simple  ten 
minute  test-drive. 


Tfie  new  Nissan 

Altima 

Starting  at  $13,000?* 

It's  time  to  expect 
more  from  a  car." 


mplflum  time.  Braking  based  on  slopping  distance  from  51) -U  mph  on  a  wet  road  smjaee.  Interior  quielrwss  haseii  on  decibel  lend.  **Stanciard  except  on  XE  models. 
R.P  for  Altima  XK  cxciiuhng  taxes,  title,  licemc.  destnuition  cfuirges.  uirally  required  equifmu'iit  and  ofitions.  .Y/*,'  model  siurun  with  optiinud  alliry  wheels. 


Finall);  proof 
in  advertising. 


Car  companies  iiiakt  otv 
of  claims  about  their  ii  s 
"It's  faster."  "It  s  bigg-.' 
"It's  sexier."  At  Nissan 
don't  just  make  claims  ^ 
the  Nissan  Altimd"-  \\v- 
proof.  The  proof  is  I 
Call  1-800-NISSAN'-:! 
receive  the  Luxiu  y  S( 
Road  Report.  It  contaii 
siu'])rising  results  ol 
independent  study  v\  1 
shows  the  Altima  goi, 
head-lo-head  in  emei  g 
and  performance  road 
against  cars  like  the  B 
325i,  the  Acura  Legcn 
sedan,  and  the  Mer(  c 
Benz,  19()E  2.3.  Think  oH 
the  study  that  demonsti 
that  luxui  y  and  aifordai 
are  not  mutually  ex(  In  v 
For  your  free  Luxur\  S> 
Road  Report  call: 

1-800-NISSAn! 

ext.  303  I 


I  he  New  Nissan 

Altima 


NISSAN 


It  's  time  to  expect 
more  from  a  car." 


will  i>.  1 0 


SPECIAL  ADVERTISING  SECTION 


g  at  a  slightly  faster  speed, 
your  bumper  won't  be 
igh.  Why  not?  It's  a  matter 
echanical  energy, 
ly  moving  object  has 
lanical  energy.  To  stop  the 
:t,  you  have  to  get  rid  of  its 
jy.  According  to  the  laws  of 
/day  physics,  you  can't  get 
f  energy.  Your  only  options 
3  transform  or  transfer  it. 
use  both  methods, 
t  the  brakes  and  you're 
I  friction  to  transform  the 
lanical  energy  of  your  mov- 
ar  into  heat.  Crash  into 
her  car  and  you  transfer 
lanical  energy  from  your  car 
e  one  you  hit.  Your  vehicle 
:onverts  some  of  that  ener- 
to  heat  as  its -body  buckles 
3ends. 

*o  factors  —  weight  and 
1  —  determine  how  much 
lanical  energy  a  moving  car 
Is  up. 

le  weight  connection  is  easy 
iderstand  because  it's  direct, 
e  car  weighs  twice  as  much 
other,  it  has  twice  as  much 
lanical  energy.  At  least 
5  true  when  both  vehicles 


are  traveling  the  same  speed. 

Change  speeds,  however,  and 
surprising  things  happen.  In 
scientific  terms,  energy  goes  up 
with  the  square  of  speed.  In 
plain  English,  a  car  going  10 
mph  has  four  times  as  much 
mechanical  energy  as  it  did 
going  5  mph.  And  at  50,  its 
mechanical  energy  is  100  times 
what  it  was  at  5  mph.  No  wonder 
bumpers  alone  can't  handle 
higher  speed  impacts. 

Stopping  Slower 

The  problem  in  a  crash  is  getting 
rid  of  all  that  energy  in  a  hurry. 
The  answer  from  a  safety  stand- 
point is  to  prolong  the  decelera- 
tion rate  as  much  as  possible. 
That  reduces  injury  by  easing  the 
stress  of  a  crash  on  the  human 
body. 

Everyone  has  experienced  the 
difference  between  fast  and  slow 
deceleration.  Bang  your  head  on 
a  concrete  wall  and  you  end  up 
with  a  bruise.  Plop  your  head 
into  a  pillow  and  you  feel  no  dis- 
comfort at  all.  The  difference: 
Your  head  stops  instantly  when 


it  hits  the  wall,  but  slows  down 
more  gradually  when  it  encoun- 
ters the  pillow.  The  pillow  also 
spreads  out  the  force  of  impact 
over  more  of  your  head. 

Engineers  keep  the  same  prin- 
ciple in  mind  when  they  design 
cars  and  trucks.  No  matter  what 
they  do,  however,  there  isn't 
much  time  to  soften  the  jolt  of 
a  crash. 

At  30  miles  per  hour,  the  pas- 
senger compartment  of  a  car 
comes  to  a  halt  in  about  one- 
tenth  of  a  second  —  less  than  an 
eyeblink.  If  a  vehicle's  structure 
is  to  absorb  the  force  of  impact, 
it  must  do  so  within  that  split 
second.  There's  even  less  time  at 
higher  speeds. 

A  Safer  Body 

It  takes  only  a  few  seconds  of 
braking  to  bring  a  speeding  car 
to  a  halt  by  safely  transforming 
its  mechanical  energy  into  heat. 
In  a  crash,  there's  no  such  luxu- 
ry. The  same  amount  of  mechan- 
ical energy  must  be  processed  in 
a  fraction  of  a  second. 

The  job  is  performed  by  the 


Chrysler  hired 
professional  drivers  for 
this  low  speed  test  of  the 
effectiveness  of  seat  belts 
and  air  bags. 
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Structure  beneath  a  car's  skin.  It 
is  engineered  specifically  to  soak 
up  huge  amounts  of  energy  by 
bending  and  crumpling  in  a  con- 
trolled way. 

Engineers  can  calculate  the 
crunch  with  computers.  That 
speeds  up  the  design  process, 
but,  "it's  not  perfect,"  admits 
Randy  Edwards,  manager  of  safe- 
ty, security  and  noise  regulations 
at  Chrysler.  And  even  supercom- 
puters need  hours  to  figure  out 
each  crash  scenario.  To  speed  up 
the  calculation  time,  he  says, 
manufacturers  usually  analyze 
their  designs  one  structural  com- 
ponent at  a  time. 

What  those  components  are, 
and  how  they  behave  in  a  crash, 
depends  on  how  a  car  or  truck 
is  built. 

Until  a  few  decades  ago,  most 
every  car  consisted  of  a  body  sit- 
ting on  a  ladder-shaped  frame. 
The  frame  served  as  a  rigid  place 
to  mount  the  engine,  transmis- 
sion and  suspension  system.  The 
body  needed  to  be  just  strong 
enough  to  support  itself,  includ- 
ing the  doors  and  roof. 

This  "body-on-frame"  con- 
struction was  popular  because  it 
helped  isolate  road  bumps  from 
the  passenger  compartment, 
resulting  in  a  smoother  ride. 
Many  big  luxury  cars  are  still 
built  this  way.  Trucks  use  the 
same  construction,  but  for  a  dif- 
ferent reason:  The  sturdy  frame 
is  well  suited  for  carrying  big 


loads,  and  for  pushing  or  pulling 
heavy  weights. 

Modern  cars  rarely  have  sepa- 
rate frames.  Instead,  the  frame 
and  body  are  combined  into  one 
"unitized"  sheet  metal  structure. 
This  integrated  approach  weighs 
less  than  body-on-frame  con- 
struction, so  it  helps  improve 
fuel  economy. 

In  a  crash,  the  heavy  frame 
of  a  body-on-frame  vehicle  does 
most  of  the  work  of  absorbing 
the  energy  of  impact.  For  uni- 
tized vehicles,  the  entire  struc- 
ture can  come  into  play  by  crum- 
pling in  a  controlled  manner. 

"Cages"  For  Passengers 

Designing  a  car's  structure  to 
crush  is  a  hne  way  to  absorb 


energy  in  a  crash.  But  no  oni 
wants  to  ride  in  a  car  whose 
senger  compartment  might  l 
lapse  along  with  the  rest  o\  t 
vehicle  in  a  crash.  Today's  |)i 
ing  challenge  automotive  iik 
facturers  must  overcome  is  t( 
confine  most  of  the  crush  Iul; 
fenders,  hoods,  engine  compr 
ments  and  trunks. 

Mercedes-Benz  invented  ti; 
idea  of  a  rigid  steel  "cage"  su 
rounding  the  passenger  com)! 
ment,  complete  with  energy- 
absorbing  front  and  rear  cruif 
zones,  in  195  T  The  German  ,j 
maker  shares  this  survival  eel 
concept,  along  with  other  salt 
patents,  at  no  charge  with  ott 
auto  manufacturers. 

It's  extremely  difficult  to 
shield  occupants  against  inju, 


The  Infiniti  J30  has  some  of  today's  most  advanced  safety  features  including  foam-fi 
reinforced  roof  columns  and  structured  weld-bonding  in  passenger  cage  area. 
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latter  what  happens  in  an 
lent.  Engineers  say  the  huge 
ber  of  variables  at  work  — 
1,  crash  angle  and  vehicle 
ht,  to  name  a  few  primary 
—  make  no  two  accidents 
:ical. 

lus  it's  all  but  impossible 
larantee  the  behavior  of  a 
y  feature  in  every  conceiv- 
situation.  A  car  designed  to 
perfectly  in  a  head-on  crash 
not  be  quite  so  effective 
1  the  impact  is  oblique.  It's 
tricky  protecting  occupants 
ist  side  impacts  because 
:'s  less  space  between  the 
■nger  and  outside  surface 
e  vehicle. 

&  Safety 

e  is  no  inherent  advantage 
)dy-on  frame  or  unitized 
construction.  Too  many 
r  factors  contribute  to  over- 
fety.  One  of  the  biggest  is 
ht.  All  things  being  equal,  a 
ier  vehicle  will  fare  better  in 
sh  than  a  light  one,  regard- 
)f  its  construction, 
s  that  matter  of  mechanical 
jy  again.  A  new  study  of 
il  two-car  accidents  by  the 
?ral  Motors  Research  Labora- 
s  confirms  the  unpleasant 
itics.  If  two  cars  collide  and 
weighs  half  as  much  as  the 
r,  the  driver  in  the  lighter 
i  10  times  as  likely  to  be 
i  as  the  driver  in  the  heavier 
iccording  to  GM's  analysis, 
danger  is  about  twice  as  high 
when  the  bigger  car  is  only 
heavier. 

le  Insurance  Institute  for 


Highway  Safety  (IIHS)  puts  it 
another  way  in  its  free  booklet, 
"Shopping  for  a  Safer  Car."  The 
guide  points  out  that  the  fatality 
rate  for  a  small  car  is  roughly 
twice  that  of  a  midsize  car,  and 
three  times  as  high  as  a  big  car's. 
The  non-profit  institute  notes 
that  insurance  claims  for  injuries 
are  also  higher  for  small  cars 
than  for  big  ones. 

Yet  weight  alone  is  no  guaran- 
tee of  superior  safety.  That's  why 
small  cars  sometimes  outperform 
bigger  models  in  the  crash  tests 
conducted  by  NHTSA. 

NHTSA  standards  require 
all  cars  to  control  the  energy  of 
a  head-on,  30  mph  crash  well 
enough  to  deliver  "survivable" 
deceleration  loads  on  their  front- 
seat  occupants.  Compliance  is 
determined  by  checking  read- 
outs from  actual  crashes  using 
instrumented  dummies. 

NHTSA  also  conducts  crash 
tests  on  a  few  dozen  vehicles  at 
35  mph  under  its  New  Car 
Assessment  Program.  The  idea  is 
to  find  how  much  margin  of 
safety  exists  in  cars  beyond  the 
federal  crash  requirements. 

Crashing  a  car  only  5  mph 
above  the  federal  standard  may 
not  sound  like  much  of  a  test. 
But  recall  that  the  mechanical 
force  of  a  moving  vehicle  varies 
with  the  square  of  its  speed.  A 
car  that  crashes  at  35  mph 
instead  of  30  mph  must  dissipate 
36'K)  more  energy. 

The  NHTSA  tests  show  relative 
crashworthiness  of  various  cars. 
But  comparisons  are  valid  only 
among  vehicles  weighing  within 
about  500  pounds  of  each  other. 


General  Motors  has  developed  a 
deformable  barrier  that  can  be  crashed 
into  a  stationary  car  at  33  mph. 


Instead  of  selling  these  models  GM  crashed 
them  at  its  Milford,  Mich,  proving  grounds 
as  part  of  its  development  of  inflatable 
restraints. 
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Results  cannot  be  used  to  com- 
pare light  and  heavy  cars  —  a 
limitation  frequently  overlooked 
when  the  tests  are  reported  in 
newspapers  and  magazines. 

SAFETY 
EQUIPMENT 

Coming  up  with  a  good  struc- 
tural design  is  basic  to  building  a 
safe  car.  The  next  step  is  to  equip 
it  with  an  interior  that  mini- 
mizes injury  if  an  occupant  is 
thrown  against  anything  during 
an  accident. 

The  basic  ground  rules  are 
spelled  out  in  NHTSA's  200 
series  standards  regarding  crash 
protection.  They  include  such 
requirements  as  sun  visor 
padding,  head  restraints,  strong 
seat  anchors,  and  steering 
columns  that  collapse  in  a  crash. 

Safety  experts  divide  safety 
items  into  two  broad  categories. 
Passive  features  work  automati- 
cally and  require  no  action  by 
occupants.  This  category 
includes  such  items  as  vehicle 
structure,  interior  design  and  air 
bags.  Passive  safety  systems  usu- 
ally come  into  play  only  when 
an  accident  occurs. 

Active  safety  features  are 
those  that  contribute  when  they 
are  deliberately  chosen  by  drivers 
or  passengers.  This  category  in- 
cludes everything  from  anti-lock 
brakes  and  seat  belts  to  wind- 
shield wipers  and  window  defog- 


gers.  Active  safety  items  are  gen- 
erally intended  to  help  drivers 
avoid  an  accident  in  the  first 
place. 

How  much  safety  should  be 
automatic?  That's  a  point  experts 
have  debated  for  years.  Some  say 
safety  is  mostly  up  to  the  driver. 
Others  contend  the  primary 


The  adjustable  D  ring  on  Ford's  Crown 
Victoria  maltes  seat  belts  more  comfort- 
able hence  more  likely  to  be  used. 


responsibility  lies  with  the  vehi- 
cle itself. 

Certainly  there's  ample  room 
for  improvement  on  both  fronts. 
But  most  safety  activities  focus 
on  the  car's  ability  to  protect 
occupants  automatically. 

Safety  Belts 

If  there's  one  thing  safety  experts 
agree  upon,  it's  that  lap  and 
shoulder  belts  are  the  single 
most  important  piece  of  safety 


equipment  in  a  car  or  truck. 

Belts  keep  occupants  in  th 
seats  and  away  from  potenti< 
impact  with  the  interior  of  tl 
vehicles.  They're  effective  in 
frontal,  rear,  side,  rollover  an 
combination  crashes. 

Belts  only  work  when  occ 
pants  elect  to  buckle  up.  Tod 
only  59%  of  the  population 
so,  according  to  NHTSA.  Thei 
agency  is  part  of  a  massive 
nationwide  effort  to  reach  a 
belt  usage  rate. 

Even  59%  is  a  big  improve 
ment  over  the  early  1970s  w 
belts  were  first  mandated  by 
government.  In  those  days  h 
and  shoulder  belts  often  use( 
separate  latches.  Since  most 
didn't  have  retractors,  you  h 
to  cinch  them  up  manually  ^ 
time  you  used  them.  Simplei 
three-point  belts  with  inertia 
reels  have  been  federally-ma 
dated  equipment  since  1973 
More  recent  rulings  have 
spawned  a  variety  of  motori: 
and  passive  belt  systems. 

There  isn't  much  excuse  f( 
ignoring  safety  belts  today.  1 
still  don't  fit  everyone  perfec 
but  enormous  strides  are  bei: 
made  in  comfort  and  conve- 
nience. Adjustable  shoulder 
height  is  available  on  many  < 
now.  Some  manufacturers  ai 
even  building  belts  into  the  : 
themselves,  so  they  always  fi|l 
same  no  matter  how  you  mcj^ 
the  seat. 


I 
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The  Boom  in  Air  Bags 

No  matter  how  convenient 
safety  belts  are,  some  people  just 
won't  use  them.  So  safety  propo- 
nents have  pushed  hard  for 
automatic  air  bags  since  the  first 
experimental  units  were  rolled 
out  for  cars  more  than  20  years 
ago. 

Installation  rates  for  air  bags 
has  soared  in  the  past  few  years. 
During  the  1992  model  year,  just 
over  half  of  all  cars  sold  in  the 
United  States  came  with  driver- 
side  air  bags.  In  a  recent  survey 
for  Woman's  Day  magazine,  84% 
of  women  contacted  said  air  bags 
were  their  most-wanted  safety 
feature.  Other  consumer  research 
shows  similar  results.  And  manu- 
facturers report  that  the  optional 
passenger  side  air  bags  they  offer 


on  many  models  are  frequently 
sold  out. 

Consumers  are  clamoring  for 
air  bags  so  much,  in  fact,  that 
auto  makers  may  finish  offering 
them  in  their  vehicles  ahead  of 
the  federal  government's  man- 
dated schedule.  Last  year's 
Intermodal  Surface  Transpor- 
tation Efficiency  Act  included  a 
provision  requiring  NHTSA  to 
specifically  require  air  bags  in  all 
cars,  vans,  pickups  and  sport  util- 
ity vehicles  by  1998.  Until  then, 
NHTSA  only  specified  "passive 
restraints,"  a  category  which 
includes  motorized  and  door- 
mounted  belt  systems. 

The  new  air  bag  regulations 
call  for  95%  of  all  passenger  cars 
built  after  Sept.  1,  1996  to  come 
with  both  driver  and  front  pas- 
senger air  bags.  Compliance 


must  reach  100%  a  year  later. 
Dual  air  bags  will  be  required 
80%  of  new  light-duty  trucks, 
vans  and  sport  utility  vehicles 
built  after  Sept.  1,  1997,  and  i 
all  such  vehicles  a  year  later. 

The  cost  of  switching  to  air 
bags  should  be  reduced  by  a 
cheaper  inflator  system  devel- 
oped by  Allied-Signal's  Bendi? 
Safety  Restraints  Group.  The 
unit  relies  on  inert  argon  gas  i 
deploy  the  bag,  rather  than  th 
all-solid  sodium-azide  propellA 
used  presently.  Bendix  says  th 
new  inflator  will  begin  to  appi 
in  new  domestic  and  foreign  o 
in  1994. 

How  Do  Air  Bags  Work? 

The  idea  behind  air  bags  is  sin 
pie  enough.  They're  built  to  ta 


Air  bags  work  best  in  conjunction  with  safety  belts.  They  automatia 
inflate  in  a  crash  to  form  a  cushion  between  occupants  and  a  vehic^= 
interior.  Then  they  instantly  deflate  so  the  driver  can  maintain  cont(i 
and  continue  to  steer  if  necessary. 
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>hion  between  you  and  the 
le  of  your  car  before  you  hit 
hing.  In  practice,  that  means 
ning-fast  action, 
gets  back  to  physics  again, 
ng  a  crash,  your  car  stops 
/ou  keep  moving  forward 
1  you  hit  sometiiing.  Since 
aolence  of  a  crash  is  over  in 
It  one-tenth  of  a  second, 
;  isn't  much  time  for  an  air 
[Q  pop  into  place.  Current 
ms  do  so  in  about  l/25th  of 
end. 

etting  ready  for  your  arrival 
ily  half  an  air  bag's  job, 
igh.  If  the  bag  stayed  fully 
ted,  you'd  bounc^e  off.  To 
rb  the  energy  of  your 
ict,  the  bag  deflates  as  you 
e  it.  In  a  typical  crash,  the 
e  process  of  deployment 
deflation  takes  about  half  a 
nd. 

iture  air  bag  systems  will  be 
:ter.  They'll  match  their 
tion  speed  to  your  size  and 
ht.  And  if  no  one  is  sitting 


in  the  passenger  seat,  they'll 
know  not  to  inflate  at  all. 


The  Propellant  Question 

When  air  bags  first  came  into 
widespread  use  a  few  years  ago, 
some  people  wondered  if  the 
propellants  that  inflate  them 
were  dangerous  to  passengers. 

Not  so,  says  the  U.S. 
Department  of  Transportation. 
Air  bags  are  inflated  with  nitro- 
gen, the  same  gas  that  makes  up 
78%  of  the  air  we  breathe. 

True,  the  nitrogen  is  created 
by  burning  a  small  amount  of 
sodium  azide,  a  toxic  but  non- 
explosive  chemical.  But  the 
chemical  is  sealed  inside  a  cap- 
sule within  the  air  bag  module. 
Once  installed,  it  is  considered 
less  dangerous  to  occupants  than 
the  gasoline  in  a  vehicle's  fuel 
tank. 

When  an  airbag  is  deployed,  a 
filter  system  is  designed  to  cap- 
ture any  combustion  byproducts. 


Bags  &  Belts 

If  you  think  air  bags  mean  you 
can  forget  about  buckling  up, 
think  again.  Air  bags  alone  are 
no  safety  cure-all,  even  if  they're 
built  into  every  vehicle  on  the 
road. 

For  one  thing,  air  bags  aren't 
effective  in  side,  rear  or  rollover 
accidents.  Auto  makers  are  study- 
ing a  new  breed  of  air  bags  that 
would  deploy  between  the  doors 
and  passengers  in  a  crash. 
Engineering  such  cushions  is 
especially  difficult,  however. 
There's  less  room  between  an 
occupant  and  the  door,  so  the 
bags  would  have  to  inflate  faster. 
Yet  the  system  should  somehow 
avoid  injuring  a  passenger  who 
might  be  leaning  against  the 
door  itself  at  the  moment  of 
impact. 

Even  with  air  bags  all  around, 
you  can't  get  the  maximum  safe- 
ty benefit  unless  you  buckle  up 
anyway.  Seat  belts  keep  you  in 
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Left:  In  conjunction  with  tite  safety  belt 
system,  Cadillac's  Fleetwood  has  air  bags 
that  provide  additional  protection  for  up  to 
three  front-seat  passengers.  Right:  Infiniti's 
sophisticated  emergency  pre-tensioner 
system  automatically  tightens  both  front  seat 
belts  at  a  specified  level  of  impact  energy  for 
added  p9ssenger  safety. 


FORD  TAURUS 


There  are  imitators.  And  then 
there's  the  original.  Ford  Taurus. 
From  the  start,  its  been  a  step 
ahead  of  its  competition.  And 
that's  just  where  it's  stayed, 
thanks  to  the  more  than  200 


improvements  we've  made 
since  it  was  introduced.  Like 
its  sleeker  design  and  smoot 
handling.  And  for  safety's  sa 
we've  given  Taurus  available 
anti-lock  brakes.  Plus  the 


r 


ity  of  a  standard  driver 
>ptional  right-front 
nger  air  bag  supplemental 
lint  system.  Air  bags,  in 
inction  with  properly 
safety  belts,  are  one  of 


the  most  effective  restraint 
systems  available. 

Ford  Taurus.  There  simply 
is  no  substitute. 

Buckle  up -together  we  can  save  lives. 


HAVE  YOU  DRIVEN 
A  FORD  LATELY? 


scrambling  around 
loose  in  a  car,  they  may 
be  out  of  position  when 
an  air  bag  is  deployed. 

At  best,  they'll  get 
only  part  of  the  protec- 
tion provided  by  the 
system.  At  worst,  the 
air  bag  could  do  as 
much  harm  as  good  by 


proper  position  so  you'll  gain 
the  most  cushioning  from 
the  bags  in  a  crash.  Studies  b\' 
GM  estimate  that  properly 
worn  lap  and  shoulder  belts 
are  twice  as  effective  as  air  bags 
used  without  the  belt  system. 

Belts  also  help  protect  you 
in  a  multiple  collision,  since  I 
air  bags  can  inflate  only  once. 
Such  manufacturers  as  Acura, 
Audi,  BMW,  Infiniti,  Le.xus, 
Mercedes-Benz,  Saab  and  Volvo 
use  crash  sensors  to  trigger  a 
mechanism  that  cinches  lap  and 
shoulder  belts  tighter  in  a  crash. 
These  devices  can  take  in  up  to 
four  inches  of  slack  in  only  one 
one-hundredths  of  a  second. 

Child  Safety 

Children  present  a  special  chal- 
lenge for  safety  engineers.  Air 
bags  can  protect  them  as  well  as 
adults.  But  if  small  children  are 


Occupant  safety  was  paramount  through  every 
stage  of  Chrysler's  LH  devehpmeat,  from  the 
crash  worthiness  of  the  vehkle  body  to  the 
industry's  first  car  integrated  child  seat 


suddenly  pushing  a  child  away 
from  the  dashboard.  Cfiildren 
can  be  buckled  into  forward-fac- 
ing child  seats  in  front  of  an  air 
bag  system.  But  infants  in  rear- 
facing  safety  seats  should  be 
buckled  into  the  back  seat. 

No,  you  can't  protect  a  baby 
by  holding  it  in  your  arms  in  the 
car.  During  a  crash  at  just  25 
mph,  a  12-lb.  baby  becomes  a 
240-lb.  force,  according  to 
General  Motors.  GM  was  an  early 
innovator  in  child  safety  seat 
design. 

Last  fall  Chrysler  Corp.  scored 


a  safety  marketing  coup  by  ofj 
ing  built-in  child  seats  in  its  p 
ular  minivans.  The  award-win 
ning  design  folds  out  of  a  con 
ventional  rear  seat  back  when 
needed,  and  vanishes  back  int 
the  seat  to  accommodate  adul 
passengers. 

More  than  25%  of  all  Chry: 
minivans  sold  are  being  order 
with  the  twin  safety  seat  opti( 
Starting  in  November,  Chrysl 
customers  can  also  get  the  ch: 
seat  in  a  car.  Chrysler  is  offeri 
a  single  built-in  child  seat  as 
optional  equipment  in  its  ne\ 
line  of  "LH"  family  sedans. 

Car  rental  firms,  which  noi 
mally  keep  a  supply  of  child  s 
for  use  on  an  as-needed  basis, 
particularly  interested.  Lastyt 
Avis  and  Budget  ordered  the 
child  seats  in  their  entire  fleei 
Chrysler  minivans. 

Chrysler  predicts  at  least  1; 
of  Chn-'sler  Concorde,  Dodge 
Intrepid  and  Eagle  Vision  buj 
will  opt  for  the  seat  (price:  ab 
SlOO).  The  single  seat  will 
replace  a  center-mounted  am 
rest  in  the  middle  position  of 
rear  seat.  The  child  seat  may  . 
appear  in  other  Chrysler  vehi 
in  the  future. 

DOT'S  Safety  Car  Project 

What  would  happen  if  you  ci 
bined  every  possible  crash  pr 
tection  feature  in  one  car?  W 
the  U.S.  Dept.  of  Transportat 
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I  the  question  22  years  ago 
led  up  with  a  handful  of 
-safe  —  but  not  very  practi- 
■  cars  that  cost  more  than 
illion  each  to  develop. 
)T  specified  that  the  vehi- 
neet  several  tough  safety 
.  Perhaps  the  most  dra- 
::  protecting  unbelted  pas- 
'Ts  in  a  barrier  crash  at  50 
Bumpers  were  to  absorb 
nergy  of  a  barrier  crash  up 
mph  without  damaging  the 
le.  And  the  interiors  of  the 
ars  had  to  be  safe  enough  to 
nt  serious  injury  to  occu- 
.  in  various  crashes  up  to  30 
—  without  deploying  its  air 
Only  at  higher  speeds 
i  the  air  cushions  be  used, 
e  resulting  test  cars  con- 
d  a  num- 
f  safety 
/ations. 
ig  them 
then- 
imental 
igs,  anti- 
Draking 
ligh- 
ited  stop 
s.  GM's 

le  includ-  •/ 
leavily 
ed  "cre- 
1"  for  rear 
)assengers 
ite  up  pas- 
T  space 
rovided 
derable 


cushioning  in  a  crash.  Another 
contractor  experimented  with 
foam-filled  body  panels  to  help 
soak  up  impact  energy.  The  test 
vehicles  used  both  front-  and 
rear-engine  designs. 

The  safety  cars  proved  that 
safer  vehicles  were  possible.  They 
also  generated  a  wealth  of  data 
about  safety  equipment  and 
crash  performance.  But  the  pro- 
ject demonstrated  the  difficulties 
involved  in  balancing  safety 
with  comfort  and  cost.  The  cars 
weighed  at  least  two  tons,  pro- 
vided poor  fuel  economy,  and 
didn't  meet  today's  emission 
standards. 

DOT  specified  a  number  of 
limits  for  crash  loads  to  dummies 
in  the  test  cars.  It  said  force  to  a 


GM's  newly  designed  test  dummy  more  adequately  simulates  a  passenger's  response  to 
side-impact  crashes. 


passenger's  head  could  reach  80 
g's  (80  times  the  normal  weight 
of  the  head),  and  up  to  100  g's  to 
the  chest  and  pelvis  for  no  more 
than  3  thousandths  of  a  second. 

All  contractors  had  trouble 
meeting  those  goals.  More 
importantly,  no  one  knew  for 
certain  how  closely  those  limits 
related  to  actual  human  injury. 
Still,  the  project  was  an  impor- 
tant impetus  in  the  automotive 
safety  effort. 

Safety  Versus  Convenience 

The  DOT  safety  car  project  also 
left  unanswered  the  question  of 
how  much  inconvenience  con- 
sumers would  accept  for  the  sake 
of  safety.  The  consensus  today: 
not  much. 

Just  look  at  a 
modern  Indy- 
style  race  car. 
It's  so  safe  that 
a  driver  can 
expect  to  walk 
away  from  a 
crash  at  more 
than  150  mph 
without  serious 
injury.  But  its 
safety  features 
are  hardly  fea- 
sible for  the 
family  sedan. 

For  one 
thing,  race  dri- 
vers are  virtual- 
ly immobilized 
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Introducing  The 
Family  T^re 


X  belts  that  can  only  be 
erly  fastened  with  the  aid  of 
per.  Racers  are  also  shoe- 
led  into  a  form-fitting, 
r-strong  seat  in  a  cockpit 
for  one.  They're  surrounded 
safety  cage  built  solely  to 
;ct  them,  with  little  regard 
ow  difficult  it  becomes  to 
into  and  out  of  the  car. 
vo  more  differences:  Race 
;rs  are  in  top  physical  condi- 
And  they  always  wear  crash 
lets  —  a  highly  effective 
y  item  that  most  consumers 
't  yet  ready  to  adopt. 


Left:  This 
dummy  has  a 
"defomable" 
face  to 
measure  the 
results  of 
impact  with  a 
car's  interior. 
Right:  A  dia- 
gram of  the 
sophisticated 
anti-locif 
bralfing  sys- 
tem used 
by  Mercedes- 
Benz. 


ord  About  Dummies 

e  aren't  many  volunteers 
utomotive  crash  testing.  So 
ufacturers  must  rely  on 
iinies  to  let  them  know  what 
3ens  in  an  accident, 
unately,  crash  dummies  are 
ng  better  at  it. 
;veral  dummy  designs  were 
lable  when  Washington 
in  mandating  automotive 
y  in  1966.  All  had  shortcom- 
.  General  Motors  was  an 
f  leader  in  combining  the 
features  of  several  into  a 
dard  dummy  that  the  whole 
)  industry  could  use  to  mea- 
its  progress, 
newly  created  industry 
ip  for  the  Big  Three  domestic 
>  makers,  the  Occupant 


Safety  Research  Consortium,  is 
trying  to  sort  out  a  variety  of 
safety  issues,  including  design 
standards  for  next  generation 
crash  dummies.  Debate  contin- 
ues over  design  criteria.  "In  the 
end,"  says  Henson  at  Ford,  "the 
dummies  can't  be  very  different 
if  they  accurately  simulate 
human  beings." 

Today's  test  dummies  can  be 
wired  with  dozens  of  channels  to 
check  acceleration  and  decelera- 
tion rates  in  various  parts  of  their 
bodies.  Some  are  also  equipped 
with  a  special  "skin"  that  helps 
designers  reduce  injuries  caused 
by  a  vehicle's  interior  surfaces. 

Prices  for  a  base  model  crash 
dummy  start  at  around  $35,000 
these  days.  But  fully  loaded  mod- 
els can  run  as  much  as  $80,000. 
Even  the  most  sophisticated 
crash  dummies  still  cannot 
mimic  the  behavior  of  the 
human  body  perfectly.  But  their 
performance  continues  to 
improve  as  auto  makers  increase 
their  levels  of  testing. 


GETTING 
ACTIVE 

Auto  safety  isn't  limited  to 
systems  useful  only  after  it's  too 
late  to  avoid  a  crash,  of  course. 
Plenty  of  features  are  coming 
into  widespread  use  that  help 
motorists  sidestep  accidents 
before  they  occur.  That's  impor- 
tant. According  to  GM  research, 
drivers  use  crash  avoidance  sys- 
tems 99  times  as  often  as  crash 
protection  systems. 

Crash  avoidance  technology 
is  getting  a  big  boost  from  elec- 
tronics. As  the  cost  of  on-board 
computing  power  drops,  manu- 
facturers can  economically  equip 
cars  with  all  sorts  of  electronic 
safety  systems  that  would  have 
cost  thousands  of  dollars  a 
decade  ago. 

Anti-lock  Brakes 

Jam  on  the  brakes  of  a  conven- 
tional car  on  a  slippery  road  and 
you're  headed  for  trouble.  Once 
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J  want  a  car  that  feels 
like  a  reinforced  steel 


security  blanket 


99 


Is  there  such  a  thing  as  a  safe  carl  After  all,  accidents 
will  happen.  Our  theory:  They  should  happen  less  often. 
They  should  cause  fewer  injuries.  To  that  end,  we  offer  the 
accident-avoidance  benefits  of  anti-lock  brakes  on  more  cars 
and  trucks  than  anyone.  The  added  protection  of  driver- 
side  air  bags  on  more  vehicles  than  anyone.  We  surround 
our  drivers  and  passengers  with  steel  roof  supports,  steel 
door  beams  and  other  energy-absorbing  surfaces.  It's  a 
design  philosophy  based  on  a  Total  Safety  System™  of  crash 
protection,  accident  avoidance  and  enhanced  driver  control. 

Are  you  looking  for  a  safer  car  or  truck?  The  kind 
parents  would  almost  not  v^orry  about  their  children  driving? 

Come  see  the  changes  we Ve  made. 

Qeneral  ]\^otors 
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the  front  wheels  lock  up,  you 
can't  steer  them.  Your  vehicle 
plows  straight  for  the  object  you 
were  trying  to  avoid  no  matter 
how  much  \  ou  twist  the  steering 
wheel.  That  wouldn't  happen  if 
vour  car  was  equipped  with  an 
anti-lock  brake  system  (ABS). 
About  30%  of  new  cars  sold  in 
the  I'nited  States  come  with  this 
valuable  system. 

ABS  prevents  your  wheels 
from  locking  up  during  hea\y 
braking,  even  if  two  are  on  ice 
and  t^vo  are  on  drv  pavement. 
You  get  ma.ximum  possible  stop- 
ping power.  .At  the  same  time,  all 
wheels  keep  rolling  enough  to 
give  you  the  control  to  steer 
around  trouble. 

Safe  drivers  kno\v  the\-  can 
"pump"  their  brakes  on  a  slip- 
pery road  to  slow  down  without 
skidding.  ABS  does  the  same 
thing,  but  much  faster.  It  also 
ivorks  on  each  wheel  indepen- 
dently to  help  reduce  stopping 
distances. 

The  system  includes  a  high- 
speed computer  and  sensors  at 
each  wheel.  If  one  wheel  stops 
too  soon  during  braking,  the 
computer  quickly  eases  off  just 
enough  brake  pressure  to  that 
wheel  to  allow  it  to  roll  again. 
Then  it  reapplies  more  pressure 
and  checks  wheel  rotation  again. 
The  cycle  may  be  repeated  up  to 
200  times  per  second  —  much 
j  faster  than  a  human  foot  could 
!  move. 

I  
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Above:  MutNock  brakes  aKow  drivers  to 
steer  even  whea  they  brake  hard. 
Bekur.  The  CadObc  JUbute  '  bas  a 
traction  coirtrol  system  that  helps 
IHrma  wheel  spmdmmgaccelentkm. 
The  system  reduces  engme  power  and 

can  erem  apply  brMugH  itecessanf- 
Traction  control  works  with  the  ABS 
system  to  monitor  wheel  speed  every  tern 
to  fifteen  uMsvcoods 


ABS  isn't  required  by  the  ft 
eral  government  as  standard 
equipment  in  cars.  It  may  no 
need  to  be.  Installation  rates 
already  soaring  now  that  5\  st 
costs  are  dropping. 

Just  a  few  years  ago,  .ABS 
an  option  costing  51,200  or 
more.  GM's  new  ABS-VI  syste 
costs  only  a  few  hundred  dol 
thanks  to  simpler  componen 
GM  offered  ABS  in  49  of  its  5 
car  and  light-dutv  truck  lines 
during  the  1992  model  year. 
Chrysler  is  already  making  A 
available  on  85%  of  its  vehic;, 
Ford  reports  similar  rates. 


Traction  Control 

ABS  looks  for  wheels  that  are 
turning  too  slowly  during  br; 
ing.  Traction  control  checks 
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Looking  Down  The  Road  Toward 

CREASED  SaFEIY,  YOU'ii  BE  SEEING  A  LOT  Of  US. 


I  Electionics  Steering  Wheel  Mounted  Accessory 
i  cilow  you  to  keep  your  hands  on  the  wheel  while 
Ijust  the  radio:  on/off,  stotion  seek  and  volume. 
Some  versions  also  let  you  adjust  the 
heating  ond  air  conditioning. 


Used  with  safety  belts, 
air  bags  are  helping 
save  lives.  And  Deico 
Electronics  makes  the 
sophisticated  electronics 
designed  to  check  out 
the  air  bog  system  every 
time  you  start  your  car 
and  constantly  monitor 
various  system  functions 
OS  you  drive. 


Some  insurance 
companies  offer 
premium  discounts 
on  cors  equipped  with 
safety  features  like  anti- 
lock  brakes  and  air  bogs. 
Check  with  your  insurer 
to  see  if  your  policy 
offers  such  discounts. 


eico  Electronics  Heod-Up  Display 
entation,  your  speed,  turn  signals 
/orning  indicotors  are  projected 
n  front  of  you.  So  that  whatever 
riving  conditions,  you  con  keep 
)ur  eyes  safely  on  the  rood. 


Anti-lock  brakes  showed  the  world  how  much  of  o  contribu-         We  make  the  Electronic  Controllers  that  are  the  "brains"  behind 

electronics  could  make  to  automotive  safety,  and  that  was  just  anti-lock  brakes.  And  we  play  a  leading  role  in  bringing  you  the  other 

beginning.  Looking  further  down  the  road,  we  see  advanced  features  shown.  With  all  these  options  and  more,  we're  doing  our  best 

ty-related  and  ease-of-driving  features  becoming  a  clear  priority  to  bring  you  driving  comfort  and  peace  of  mind, 
ing  new-car  buyers.  DeIco  Electronics:  driving  the  world  in  automotive  technology. 


DelGitElecfroniii^ 

WORLD  LEADER  IN  AUTOMOTIVE  ELECTRONICS"' 

Subsidiary  of  Grvl  Hughes  Electronics 


©1992  DeIco  Electronics  Corporotion.  All  Rights  Reserved. 
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drive  wheels  that  are  turning  too 
fast  during  acceleration.  Both 
systems  work  well  in  tandem, 
since  they  can  share  the  same 
wheel  sensors.  Each  uses  its  own 
comr  ■  '  however. 

So:.. :  '.  i  .tion  control  systems 
reduce  wheel  spin  by  applying 
braking  force  to  the  offending 
whe^:       •   's  reduce  engine 
powt:       ...-ottling  back  the 
engine,  altering  the  ignition  tim- 
ing or  even  cutting  out  a  few 
cy  linders  momentarily.  Still  oth- 
ers combine  both  approaches. 
Whatever  the  method,  traction 
control  prevents  you  from  spin- 
ning your  wheels  —  even  if  you 
floor  it  on  a  sno^s-\-  road. 


Traction  control  systems  are 
showing  up  first  on  luxury 
models  such  as  Cadillac  .Allante', 
Lexus  SC400  and  Crown 
Victoria.  But  as  .\BS  becomes 
more  common,  experts  say  trac- 
tion control  will  soon  follow. 
Some  observ  ers  expect  both  sys- 
tems to  be  standard  in  virtually 
all  new  cars  and  light-duty  trucks 
sold  in  the  United  States  by  the 
>  ear  2000. 

Tires 

Perhaps  you  don't  think  of  tires 
as  a  safety  item,  but  they  are. 
They  are,  after  all,  your  car's  only 
contact  with  the  ground.  Your 


III 


abilit}'  to  sian,  stop  and  tun 
depends  directly  upon  those 
hand-sized  areas  where  the  i 
ber  meets  the  road. 

The  question  is,  how  r 
rubber?  You  could  increa 
car's  grip  by  shodding  it 
wider,  no-tread  tires.  Adc  a  t 
rain,  though,  and  those  "slii 
tires  would  soon  be  riding 
slipper.'  film  of  water  —  aaii 
planing  —  instead  of  bit;;  _ 
through  to  the  pavement.  Y 
slip  like  you  were  on  ice. 

Putting  treads  on  tires  ad 
es  that  problem.  The  charm 
give  water  and  snow  a  place 
go  so  the  rest  of  the  tire  :  ■  ' 
the  road. 

Goodyear  has  taken  th 
channel  concept  to  a  ne-. 
with  its  new  all-season  .Aqu, 
tire.  The  unusual  design  loo 
like  tvvo  motorc^/cle  tires  pl< 
wall-to-wall  and  partially  m 
together.  Goodyear  says  '  ■ 
resulting  large  center  gro 
delivers  superior  wet-wea: 
traction  without  reducing  g| 
under  dr\-  conditions. 

Designing  a  tire  that  \- 


for  tire  makers.  Several  have 
ned  "run-flat"  tires,  but 
all  require  a  special  rim.  The 
:,  Bridgestone,  is  making  its 
•performance  Run-Flat  tire 
illy  available  only  on  a 
al  version  of  the  Corvette 
s  car. 

,e  Bridgestone  wheel,  tire 
ovv-pressure  sensing  system 
)ected  to  cost  about  S 5,000. 
lyear  says  it  will  begin  mar- 
g  a  considerably  cheaper 
lat  tire  that  fits  a  normal 
a  1994. 

n-flat  tires  have  built-in 
?r  supports  on  the  side- 
to  stabilize  the  tire  and 
:e  overheating.  Such 
ns  are  most  successful  in 
ijuat,  low  profile  tires 
i  on  sports  cars. 

acle  Detection 

I're  a  parent,  you  may 
come  close  to  backing 
imily  car  over 
child's  tricycle 

dn't  be  such  a  ^ 
d  if  your  car 
quipped  with 
sort  of  obsta- 
^tection  device, 
al  companies 
cperimenting 
such  systems. 
'Ico  Electronics 
.  is  developing  a  detector 
:hool  buses,  based  on  tech- 
?y  developed  for  the  mi li- 
5y  Hughes  Aircraft  Co.  The 
Tiatic  system,  called  FORE- 
N,  uses  up  to  four  micro- 
sensors  to  check  for  mov- 


ing objects  in  front  of,  to  the 
side  and  under  a  bus  when  it  is 
stopped.  It  flashes  a  warning 
light  and  beeps  when  an  object  is 
detected. 

"We  picked  microwave  tech- 
nology because  of  its  ability  to 
operate  in  all  climate  extremes, 
and  because  we  can  definitely 
make  it  affordable,"  says  Jerry 
Jackson,  chief  engineer  at  Delco 
Electronics'  Body  &  Chassis  Unit. 
"There  are  a  lot  of  commercial 
applications." 

Another  likely  application  is 
as  a  lane-changing  aid.  The 
technolog}'  could  help  fill  in  a 


object  is  present.  The  demonstra- 
tion unit  could  help  drivers  par-  i 
allel  park,  since  it  indicates  how  | 
far  away  objects  are  from  the  rear 
bumper. 

Building  Safer  Trucks 

Car  safety  isn't  limited  to  cars 
anymore.  Nearly  half  the  new 
vehicles  sold  are  vans  and  light- 
duty  pickups.  And  most  of  those 
vehicles  are  being  used  just  like 
cars  are.  But  trucks  aren't  yet 
required  to  meet  auto  safety 
standards. 

Does  that  make  pickups  and 
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TOP-DOWN  VIEW 


Deko  Bectmnks  is  devehpii^  a  detector  for  school  buses 
called  FOREWARN  to  alert  the  driver  to  moriag  obfects  near 
thebus. 


car  or 
truck's 
■'blind 
spot" so 
you  don't 

accidentally  sideswipe  another 
car  on  the  freeway. 

Delco  Electronics  has  also 
demonstrated  an  obstacle  detec- 
tion system  for  passenger  vans.  It 
switches  on  when  the  vehicle 
backs  up  to  warn  the  driver  if  an 


vans  less  safe  than  cars?  Not 
according  to  the  statistics.  Barry 
Felrice,  NHTS.A's  associate 
administrator  for  rulemaking, 
points  out  that  the  fatality  rate 
for  occupants  in  light-duty 
trucks  and  vans  is  identical  to 
that  of  cars. 

"Trucks  tend  to  be  bigger  and 
heavier,  and  higher  off  the 
ground,"  says  Felrice.  "Those 
things  all  add  to  their  safety. 
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understands  the  benefits  of  power  more  than  a  truck  company.  An  attitude  capably  put  into 
in  our  Safari  XT  -  a  midsize  van  endowed  with  the  most  powerful  standard  engine  in  its  class, 
I  you  to  comfortably  tow  up  to  5.500  pounds,  the  best  in  its  class* 

c  strengths  further  refined  with  the  technology  of  standard  4-wheel  anti-lock  braking  safety.  And 
/eather  security  of  available  all-wheel  drive.  Why  not  call  1-800-GMC-TRUCK  (1-800-462-8782) 
;  advantages  of  our  90  years  of  experience.  It  could  be  your  first  step  to  bigger  and  better  things. 

'i'lipped  including  trailer  passengers,  cargo  and  equipment.  ei902GMC     AllR  ht  R  erved  '  \r^^^^ 

id  Safari  are  rtgistt-red  trademarks  of  GeneralMotorsCorp-  Buck£  up.  America!  L~-l»ta?!-^^.         THE  STRENGTH  OF  EXPERIENCE 
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Insurance  data  show  injury 
claims  are  lowest  for  passenger 
vans  than  any  other  type  of 
vehicle." 

Still,  NHTSA  has  acted  recent- 
ly to  close  the  gap  between  car 
and  truck  standards.  Thus  light- 
duty  trucks  will  be  required  to 
meet  the  same  roof  crush  stan- 
dards as  cars  (most  do  already), 
carry  the  now-familiar  center 
mount  stop  lamp  found  on  new 
cars,  and  build  side  impact 
beams  into  their  doors.  Air  bags 
are  also  being  phased  in. 

Applying  car  safety  standards 
to  trucks  is  tougher  than  it  may 
seem.  Manufacturers  have  com- 
plained that  side  impact  beams 
in  truck  doors  will  be  too  high  to 
do  much  good  in  crashes,  since 
trucks  sit  higher  than  cars  do. 
Other  truck  makers  question  the 
value  of  high-mounted  stop 
lamps  for  the  same  reason. 

Engineering  an  automotive  air 
bag  to  work  in  a  truck  is  another 
challenge.  Cars  are  deliberately 
designed  to  crumple  in  a  crash. 
Trucks  must  be  much  more  rigid 
so  they  can  push,  pull  and  carry 
heavy  loads. 

But  the  stiffer  construction 
of  a  truck  translates  into  more 
abrupt  deceleration  in  a  crash. 
Engineers  at  CMC  Truck  say  air 
bags  in  trucks  must  deploy  about 
30%  faster  than  they  do  in  cars 
to  provide  the  proper  protection 
for  occupants. 

On  the  other  hand,  air  bags 


for  trucks  must  be  insensitive  to 
what  manufacturers  call  the 
"snow  plow"  problem.  They 
must  respond  to  a  crash  instant- 
ly. Yet  they  must  not  go  off  acci- 
dentally when  a  truck  equipped 
with  a  plow  rams  into  a  snow 
bank.  Likewise,  air  bags  for  off- 
road  trucks  must  be  able  to  tell 
the  difference  between  a  crash 
and  the  jolts  of  a  boulder-strewn 
trail. 

Overcoming  such  problems 
isn't  impossible,  just  tricky. 
Chrysler  rolled  out  the  first  off- 
road  vehicle  equipped  with  an 
air  bag,  its  Jeep  Grand  Cherokee, 
in  April. 

Crusading  for  Better  Drivers 

In  an  ideal  world,  we'd  all  drive 
so  perfectly  that  most  accidents 
wouldn't  happen.  As  is,  human 


error  —  usually  inattention  - 
responsible  for  triggering  nio 
accident  situations.  Even  the 
we  could  avoid  many  crashes 
our  driving  skills  were  sharpe 

To  put  it  another  way,  safe 
driving  is  partly  a  state  of  mill. 
Now,  that  state  is  improvmg. 
Safety  experts  point  out  that 
drunk  driving,  generally  consi- 
ered  a  factor  in  half  of  all  tral: 
accidents,  is  far  less  socially 
acceptable  than  it  was  a  dec 
ago.  Groups  such  as  Mothers 
Against  Drunk  Driving  (MAD) 
are  working  hard  to  raise  the 
recognition  level  about  the  tr 
dangers  of  drunk  driving.  I  ht 
efforts  aim  not  just  at  drivers  i 
at  the  judicial  system  as  well. 

Employers  have  their  own 
compelling  reasons  to  promo 
safer  driving.  For  one  thing, 
accidents  are  a  huge  drain  on 


A  driver  side  air  bag  is  standard  in  Ford's  1993  Aerostar  van  (sitownl,  Econoline  Van 
Ciub  Wagon.  Driver  side  air  bags  will  be  available  in  all  Ford  light  trucks  by  1994. 
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Business  WhtK  Novemuir  1' 


Auto-mounted 
reception  antenna 


)any  productivity, 
s  the  primary  mes- 
of  a  group  in 
lington,  DC,  called 
ork  of  Employers 
raffic  Safety,  or 
i.  The  coalition  is 
g  to  promote  safer 
ig  with  various 
place  initiatives. 
TS  offers  compel- 
.tatistics  to  con- 
!  wary  employers, 
s  motor  vehicle 
ents  cost  business 
[  billion  in  lost 
time  annually.  The 
ge  workers  compensation 
)r  each  on-the-job  motor 
ie-related  fatality  is 
,500.  The  average  bill  for 
injury  in  a  vehicle  accident 
400. 

tting  employees  to  buckle 
n  have  a  big  impact.  NETS, 
e  members  include  several 
ance  companies,  says  the 
ge  hospital  bill  for  someone 
wasn't  wearing  a  safety  belt 
:rash  is  nearly  $2,500.  For 
d  accident  victims,  the  cost 
i  than  $800. 

Sex  &  Driving 

j're  a  parent  of  teenagers, 
nay  be  worried  about 
driving.  You  should  be. 
rding  to  the  Insurance 
ute  for  Highway  Safety 
),  a  16-year-old  is  10  times 
ely  as  you  are  to  be 
ved  in  a  traffic  accident. 
>k  is  also  high  among  elder- 
ivers  —  motorists  aged  75  or 
.  They  drive  sparingly  so 


TRAFFIC  INFORMATION  BEACON  SYSTEM 


Car  equipped 
with  beacon 
reception  system 
and  information 
display 


Nissan  has  just  developed  an  improved  version  of  tlieir  navigation 
system  wliicli  is  capable  of  indicating  on  a  color  video  monitor 
actual  vehicle  location  within  15  feet. 


their  accident  rate  per  capita  is 
lowest  for  any  age  group.  But 
they  also  have  the  highest  fatali- 
ty rate  among  all  drivers. 

Safety  experts  are  studying 
trends  in  older  drivers  very  close- 
ly, since  baby  boomers  are  now 
moving  through  middle  age.  By 
2000,  more  than  35  million 
Americans  —  one  in  seven  — 
will  be  over  the  age  of  65.  As  the 
proportion  of  older  drives  sky- 
rockets, experts  predict  huge 
changes  in  everything  from  the 
size  of  instrument  panel  displays 
to  the  brightness  of  street  lights. 

And  what  about  the  age-old 
argument  about  men  and 
women  drivers?  There's  good 
news  and  bad  news  for  both 
sides.  IIHS  says  women  are  more 
likely  than  men  to  be  involved 
in  an  accident,  including  injury 
accidents.  But  men  are 
more  likely  than  women  to  be 
involved  in  fatal  accidents. 
Teenaged  boys  are  twice  as  likely 
as  teen  girls  to  be  involved  in  a 
fatal  crash. 


SAFE  STREETS 

Not  all  work  in  auto 
safety  focuses  on  vehi- 
cles and  their  drivers. 
Engineers  are  busy 
cooking  up  dramatic 
new  ways  to  make 
streets  and  highways 
safer,  too. 

Just  keeping  people 
on  the  road  would  help. 
While  rear-end  colli- 
sions and  vehicles 
leaving  the  roadway 
each  account  for  about 
25'X)  of  all  accidents, 
roadway  departures 
cause  nearly  eight  times  as  many 
fatalities. 

Making  it  easier  for  drivers, 
particularly  older  ones,  to  see 
clearly  at  night  would  also  help. 
As  is,  the  rate  of  fatal  crashes  at 
night  is  five  times  the  daytime 
rate.  Such  highway  hazards 

could  be 
reduced  if 
cars  could 
warn  dri- 
vers when 
they  stray 
off  the 

pavement.  Or  offer  military 
night  vision  technology  to  help 
motorists  peer  more  clearly 
through  the  gloom. 

Smarter  Higliways 

Such  devices  are  part  of  what 
researchers  call  intelligent  vehi- 
cle highway  systems  —  IVHS  for 
short.  These  sophisticated  sys- 
tems link  cars  with  each  other 
and  the  roads  they  drive.  They 
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Utilize  a  network  of  roadway  sen- 
sors, vehicle-to-vehicle  radar, 
electronic  warning  signs,  "smart" 
traffic  lights  and  even  satellites. 

"It's  been  happening  in 
Europe  sooner  than  here  because 
they  have  more  congestion  than 
we  do,"  says  Sherman  Henson, 
Ford's  safety  expert.  Europe's 
effort,  which  stretches  across 
national  boundaries  and  involves 
many  vehicle  and  component 
manufacturers,  is  called 
Prometheus. 

In  the  United  States,  IVHS 
efforts  are  being  coordinated  by 
Washington  (DC)-based  IVHS 
America.  Congress  has  directed 
DOT  to  develop  a  prototype  for 
an  automated  highway  system 
by  1997.  Included  would  be  stan- 


dards that  set  the  protocols  by 
which  vehicles  and  the  roadway 
communicate  with  each  other. 

The  primary  objective  of  IVHS 
is  to  relieve  traffic  congestion. 
In  the  process,  these  systems 
promise  big  reductions  in  such 
highway  problems  as  spinouts, 
multiple-car  pileups  and  fender 
bender  accidents.  NHTSA  is 
spending  some  SI 7  million  on 
IVHS  between  1991  and  1993, 
including  research  on  crash- 
avoidance  technology. 

If  you  live  in  a  rural  area,  you 
may  not  consider  congestion  a 
big  problem.  Yet  chances  are 
you've  noticed  traffic  is  getting 
heavier  no  matter  where  you 
roam.  The  U.S.  Department  of 
Transportation  estimates  average 


Head-up  display  provides  a  digital  readout  on  Vie  windsliield  allowii^  the  driver  to  monitor 
speed  witiuMit  loss  of  visual  contact  mth  the  road. 


traffic  volume  in  America  will; 
double  by  2020.  Unless  traffic 
flows  smoother  by  then,  DOT 
estimates,  it  could  take  up  to  t 
times  as  long  to  drive  a  famili. 
stretch  of  freeway. 

New  technology  could  ease 
the  problem.  An  on-board  na\ 
gation  device  that  alerts  you  t 
traffic  snarls  —  and  suggests  a 
alternate  route  —  could  help  }i 
skip  the  perils  of  bumper-to- 
bumper  driving,  for  example, 
would  "smart  '  road  signs.  An( 
electronic  sensors  at  intersec- 
tions could  let  you  know  whe 
cross  traffic  is  approaching. 

Electronic  "Halos" 

Electronics  experts  envision  tl 
cars  of  tomorrow  surrounded 
a  microwave  "halo"  used  to 
sense  the  environment  nearb) 
Drivers  could  monitor  the  inp 
with  the  help  of  a  large  "head 
up"  display  that  makes  readoi 
seem  to  hover  in  front  of  the 
hood. 

Small  head-up  displays  for 
such  information  as  speed  are 
already  on  the  market.  Promo 
say  the  devices  improve  safet) 
allowing  drivers  to  get  inform 
tion  without  taking  their  eyes 
the  road. 

Your  car's  halo  would  mon 
the  locations  and  behavior  of 
nearby  vehicles.  Problems  coi 
be  displayed  on  your  windshi 
and  a  warning  buzzer  sounde 
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isary  when  eva- 
iction  was  needed 
dy. 

le  halo  would 
lie  more  mundane 
:ions  as  well.  Why 
to  pay  a  toll  when 
car  can  take  care 
e  billing  automati- 
as  you  drive  past 
ectronic  toll  col- 
r  system? 
day's  drivers  can 
certain  value  in 
electronic  mar- 
But  taking  IVHS 
)  further  —  to 
ms  that  actually  take  over 
"ol  of  cars  under  certain  cir- 
itances  —  is  a  bigger  stretch. 

matic  Pilots? 

we  ever  let  our  cars  drive 
iselves?  According  to  IVHS 
rts,  we  may.  But  it  won't 
en  till  well  into  the  next 
iry. 

terstate  highway  travel  is 
[lost  likely  arena  for  cars  on 
pilot.  If  vehicles  "talked"  to 
other  and  the  roadway, 
could  automatically  main- 
proper  vehicle  spacing  for 
r  and  safer  travel. 
HS  researchers  call  the  result 
ooning."  Groups  of  vehicles 
1  move  bumper-to-bumper 
gh  speeds  along  interstate 
;ssways,  separated  by  only  a 
nches.  These  smart  cars 
d  be  in  constant  electronic 
nunication  with  one  anoth- 
)  if  the  front  car  braked,  all 
rs  in  the  group  would  follow 
;imultaneously. 


Autonomous  Intelligent  Cruise  Control 

(Abstandsregel-Tempomat) 


Daimler  •  Benz  is  developing  a  high-performance  infrared  sensor 
capable  of  measuring  the  distance  to  objects  in  front  of  the  vehicle. 


Sound  a  little  scary?  You're 
not  alone.  IVHS  researchers  con- 
cede such  systems  won't  come 
into  general  use  anytime  soon. 
But  they  also  point  out  that  con- 
sumers were  just  as  jittery  at  first 
about  cruise  control. 

"We  need  to  make  the  driver 
feel  more  comfortable  about  the 
technology,"  says  Kunihiko 
Kurami,  principal  engineer  for 
IVHS  at  Nissan  Research  and 
Development  Inc.  He  figures  it 
will  take  30  years  for  fully  auto- 
mated IVHS  technology  to  be 
accepted. 

Easing  Into  IVHS 

Kurami  sees  three  phases  for  the 
introduction  of  IVHS  technolo- 
gy. We're  in  the  first  one  now. 
Through  this  decade,  he  says, 
on-board  navigation  aids  for 
drivers,  including  those  that  pro- 
vide traffic  information  systems, 
will  become  commonplace. 
At  the  beginning  of  the  21st  cen- 
tury, drivers  will  begin  to  adopt 


systems  that  are  half 
automated  and  half 
under  human  control. 
One  example:  The 
obstacle  warning  sys- 
tem that  alerts  you 
when  you're  following 
another  car  too  closely 
will  slow  you  down 
automatically  if  you 
don't  back  off. 

Kuramis  says  pla- 
tooning  and  other 
exotic  technologies  are 
unlikely  before  2020. 
That's  optimistic  to 
some  experts.  One 
survey  by  the  University  of 
Michigan  predicts  IVHS  technol- 
ogy won't  be  widespread  for 
another  50  years. 

"The  technology  is  secondary 
to  human  factors,"  agrees  Ralph 
Wilhelm,  director  of  advanced 
development  at  Delco  Elec- 
tronics. He  says  cheap  computer 
memory  makes  almost  any  imag- 
inable IVHS  system  feasible  right 
now. 

IVHS  experiments  are  under 
way  all  over  the  world.  About  a 
dozen  systems  are  expected  to  be 
ready  for  evaluation  before  the 
end  of  the  decade.  The  potential 
market?  Siemens  Automotive 
estimates  demand  for  IVHS 
equipment  in  the  United  States 
at  $5  billion  by  2000. 


Williiii)}  /.  Htiiupto)!  is  based  in  Detroit 
iuul  hits  written  on  the  auto  industry  for 
luunerous  puhlicatiotis  sitjce  1971. 

Art  direction  and  design  by  W^. 
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ADOPTED  WORLDWIDE  AS  A  REFERENCE 
WHEN  MEASURING  CAR  SAFETY. 
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At  BMW  we  believe  the  more  you  can  trust  a  car, 
the  more  you'll  enjoy  it. 

Which  is  why  we  go  out  of  our 
way  to  ensure,  through  innovative 
engineering  and  comprehensive 
testing,  that  BMW  provides  a  stand- 
ard of  safety  to  which  the  whole 
industry  can  refer. 

Each  and  every  BMW  is  equipped  with  ad- 
vanced safety  features  designed  not  only  to  help 
the  car  better  sustain  a  frontal  impact,  but  more  im 
portantly,  to  help  drivers  avoid  accidents  altogether. 


Preventing  collisions  is  the  idea  behinc 
number  of  "active  safety"  systems. 

These  include  suspension 
tems  engineered  for  greater  stab 
and  handling  in  emergency  situs 
Anti-lock  braking  systems.  Ergor 
ically  designed  seats  to  keep  yoi 
fortable  and  alert  at  all  times.  Am 
instrument  panel  that's  clearly  arranged  an< 
within  easy  reach. 

In  case  of  an  unavoidable  frontal  impact 
cident,  however,  a  BMW  is  ready  with  a  varie 


NO  WONDER. 


ive  safety"  systems  to  minimise  damage 
njury. 

extremely  rigid  passenger  compartment 
IS  a  protective  safety  cell.  Carefully  engineered 
iple  zones;'  including  hydraulic  bumpers  and 
tubes,  provide  controlled  deformation.  There's 
1  driver's  side  airbag,  and  upon  impact  the 
;  automatically  unlock  to  assist  occupants  in 
)e  or  rescue. 

\ll  of  which  is  designed  not  only  to  protect 
Dut  to  inspire  you.  Because  inherent  in  the 
driving  is  the  joy  of  feeling  secure. 


And  in  the  final  analysis,  the  pleasure  you 
derive  from  a  car  is  perhaps  the  most  important 
measure  of  all. 


THE  ULTIMATE  DRIVING  MACHINE. 


DRIVING  DOWN 
ACCIDENT  STATISTICS 

Who's  the  most  responsible  for 
America's  safer  cars?  Credit  the  26- 
year-old  National  Highway  Traffic 
Safety  Administration  in  Washington 
DC.  NHTSA  sets  and  enforces  hun- 
dreds of  safety  requirements  for  cars 
and  trucks. 

There's  no  question  that  NHTSA 
has  vastly  improved  the  safety  of 
today's  vehicles.  But  the  administra- 
tion is  shy  about  claiming  too  much  of 
the  credit  for  its  efforts. 

"Travel  is  definitely  getting  safer, 
but  there  are  a  lot  of  factors 
involved,"  cautions  Barry  Felrice, 
NHTSA's  associate  adminstrator  for 
rulemaking.  Safer  roads  and  higher 
seat  belt  usage  rates  help  reduce 
fatalities,  for  instance.  But  higher 
speed  limits  on  interstate  highways 
and  an  ever-increasing  number  of  cars 
on  the  road  work  the  opposite  way. 

Felrice  also  worries  about  the  acci- 
dent statistics.  Yes,  the  fatality  rate  is 
dropping  steadily.  But  the  rate  "cor- 
rects" for  the  fact  that  more  people 
are  driving  more  cars  farther  than 
ever.  Ignore  that  trend  and  the  actual 
number  of  highway  deaths  per  year 
has  been  stuck  between  43,500  and 
53,000  for  nearly  a  decade.  Says 
Felrice,  "We  not  only  want  to  get  the 
rate  down,  we  want  to  get  the  actual 
numbers  down." 

It  won't  be  easy.  Consider  air  bags, 
perhaps  the  biggest  safety  innovation 
on  the  road  today.  Even  if  every  vehi- 
cle on  the  road  was  equipped  with  air 
bags,  NHTSA  estimates,  there'd  still 
be  10,000  fatalities  annually.  Some 
deaths  would  come  because  crash 
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Configuration  of  laser  radar 


Nissan  Motor  Corp.  has  developed  two  laser  radar  systems  that  warn  drivers  of  th 
pressence  of  other  vehicles.  One  system  checks  for  traffic  in  a  driver's  "blind  spoti 
another  (shown)  alerts  drivers  when  a  vehicle  is  being  approached  too  quickly. 


speeds  were  too  high  even  for  air  bags 
to  handle.  Others  would  reflect  the 
fact  that  air  bags  aren't  effective  in 
every  type  of  accident. 

Felrice  agrees  that  such  innova- 
tions as  anti-lock  brakes,  traction  con- 
trol, night  vision  devices  and  collision 
avoidance  systems  will  help  make  dri- 
ving safer.  He  also  predicts  many  such 
devices  will  come  into  widespread  use 
even  if  NHTSA  doesn't  require  them, 
thanks  to  strong  consumer  demand 
for  safer  vehicles. 

Not  that  NHTSA  won't  issue  more 
safety  standards  in  the  future.  The 
administration  is  considering  requiring 
more  padding  for  roof  and  door  pillars 
to  reduce  head  injuries,  for  example. 
It  may  also  come  up  with  more  rigor- 
ous tests  for  side  impact  performance 
of  light-duty  trucks. 


Can  cars  be  made  too  safe? 
Surprisingly,  Felrice  notes,  the  m 
may  be  "yes."  Researchers  callh 
phenomenon  "risk  compensatio/ 
says  that  some  motorists  may  os 
the  benefit  of  an  accident-avoidt{ 
feature  such  as  anti-lock  brakeb 
driving  more  aggressively.  (Thea 
view  says  consumers  who  buy  rir 
fuel-efficient  cars  may  end  up  li 
them  further  —  and  thus  burn  u 
much  fuel  as  before.)  I 

Risk  compensation  may  wor! 
against  safety  devices.  Felrice  }i 
that  crashworthiness  features  ii 
air  bags  make  people  drive  reci< 
Even  if  they  do,  further  safety  ii| 
ments  are  still  important.  Comt 
Felrice,  "These  improvements  r 
societal  benefits  even  if  they  d| 
help  every  individual." 
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FE-DRIVING  TIPS 
IM  AN  EXPERT 

I're  looking  for  an  easy  way  to 
)ve  your  driving,  just  concentrate 
I  you're  driving,  that  is. 
says  Bob  Bondurant,  former 
driver  and  head  of  the  Bob 


"You'll  feel  the  difference  when  you 
change  lanes,"  he  says. 

Wear  Your  Seatbelts.  Belts  help  pre- 
vent injury  in  a  crash.  They  also  hold 
you  in  place  as  you  drive  so  you  can 
maintain  control  in  sharp  maneuvers 
or  during  an  accident. 


urant  School  of  High  Perfor- 
e  Driving  in  Phoenix, 
urant's  school  teaches  racing 
liQues.  But,  like  most  other  high 
rmance  driving  schools,  it  also 
>  short  courses  on  safe-driving 
liques  for  everyday  driving 
tions. 

/lost  people  aren't  paying  atten- 
'  says  Bondurant.  "They're  not 
r  in  an  emergency."  He  provides 
!  tips  to  improve  your  driving: 

r  Your  Tires.  Your  car's  only  con- 
ivith  the  road  is  through  the  four 
•sized  patches  where  your  tires 
1  the  ground.  The  size  of  each 
1  —  and  thus  its  adhesion  — 
ges  as  you  accelerate,  stop  and 
Hit  the  brakes,  for  example,  and 
car's  weight  shifts  forward,  giving 
ront  tires  more  grip  but  leaving 
ears  with  less.  Accelerate  and  the 
site  occurs. 

orrectly.  Move  the  seat  close 
igh  so  you  can  push  the  brake 
il  to  the  floor  if  necessary  and  still 
a  slight  bend  in  your  knee.  Don't 
ch:  Sitting  more  upright  than 
re  probably  used  to  improves  your 
and  increases  your  feel  for  what 
:ar  is  doing.  Move  up  enough  so 
can  touch  the  top  of  the  steering 
i\  with  your  wrist. 

the  Wheel  Properly.  Most  of  us 
'■  taught  to  keep  our  hands  at  the 
'clock  and  2  o'clock  positions  on 
vheel.  Bondurant  says  you'll  get 
Br  control  if  you  always  grip  the 
i\  at  3  o'clock  and  9  o'clock. 


Look  Ahead.  Anticipate  accidents 
before  they  happen.  Check  traffic  up 
to  15  car  lengths  ahead  on  the  high- 
way. Use  your  mirrors  to  monitor  traf- 
fic around  you.  Leave  yourself  room  to 
maneuver  around  a  potentially  haz- 
ardous situation.  And  observe  what 
the  driver  ahead  is  doing.  "If  he's  not 
paying  attention,"  suggests 
Bondurant,  "get  away  from  him!" 

Tread  Lightly.  Push  the  throttle  pedal 
like  you  were  squeezing  water  out  of  a 
big  sponge.  That  eliminates  herky- 
jerky  acceleration  which  can  create  a 
skid,  especially  on  slippery  roadways. 


The  next  time  you  go  shopping  for  a 
new  set  of  wheels,  you'll  undoubtedly 
wonder  about  safety.  But  how  can  you 
make  an  informed  purchase?  Here  are 
some  points  to  consider: 

Big  vs  Small.  In  general,  biggers  cars 
are  safer  than  smaller  ones.  It's  a 
simple  case  of  physics.  The  Insurance 


Institute  for  Highway  Safety  says  15  of 
the  17  two-  and  four-door  cars  with 
the  highest  injury  claims  are  small.  On 
a  per-car  basis,  small  cars  account  for 
more  than  twice  as  many  fatalities  as 
large  cars. 

Belts.  Safety  belts  are  a  car's  most 
important  safety  feature,  so  get  ones 
that  are  comfortable  to  use.  Three- 
point  belts  that  you  buckle  yourself 
are  best  —  if  you  use  them. 
Adjustable  upper  belt  anchors  can 
improve  comfort.  Make  sure  seat 
buckles  are  low  so  the  lap  belt  fits 
snug  across  your  pelvis,  not  your 
stomach.  Also  look  for  dual-mode 
cinching  front  lap  belts  that  secure  a 
child  seat.  If  you're  forgetful,  motor- 
ized belts  are  convenient.  But  you  still 
must  buckle  the  lap  belt  manually  for 
proper  protection.  Door-mounted  belts 
are  generally  inconvenient  in  their 
automatic  mode. 

Air  Bags.  They're  already  available  in 
more  than  half  of  all  new  cars  on  the 
market.  By  1998  they'll  be  standard 
equipment  in  all  cars,  vans  and  light- 
duty  pickup  trucks.  These  automatic 
cushions  can  avoid  many  injuries  that 
belts  alone  can't  prevent.  That's 
because  belts  are  designed  to  stretch 
as  they  slow  you  down.  In  a  severe 
crash,  you  can  still  hit  the  steering 
wheel  or  windshield  even  when  belted 
properly.  Air  bags  pop  out  to  form 
a  barrier  between  you  and  these 
hazards.  Then  they  instantly  deflate. 

Head  Restraints.  Head  restraints  help 
prevent  whiplash  if  your  car  is  struck 
from  behind.  Look  for  models  that  pro- 
vide restraints  for  rear  passengers, 
too.  Fixed  restraints  are  best  because 
they're  ready  to  protect  whether  you 
adjust  them  properly  or  not.  Avoid 
small  adjustable  restraints  that  must 
be  raised  to  do  any  good  for  all  but 
short  people. 


Brake  Easy.  Don't  just  slam  on  the 
brakes  in  an  emergency.  Use  firm 
pressure,  but  back  off  if  the  wheels 
lock  up.  (If  your  car  has  anti-lock 
brakes,  the  system  will  automatically 
take  care  of  this  for  you.) 

Be  Polite.  Courtesy  and  patience  are 
important  to  safe  driving,  no  matter 
how  hurried  you  are. 


HOW  TO  BUY  A 
SAFER  CAR 


>  Week  November  2,  1992 


Safety  First  43 


Composite  halogen 
headlamps  . 


4-wheel  anti-lock 
brakes  u 


Power  rack-and- 
pinion  steering 


Energy-absorbing 
steering  column  . 


Automatic  transmission/ 
brake,  shift  lock 


Tken      Designed  In  All  Tke  ^^ys  To  Avoid  It. 

Corsica's  driver  s-side  air  tag*  is  designed  to  deploy  in  a  moderate  to  severe  frontal 
collision.  Wliick  is  wliy  every  driver  and  fleet  administrator  kopes  to  never  see  it. 

ewolet,  we  feel  tke  same  way.  And  at  GM'sh  lO- 
medical  researck  lali,  more  Pk.D.s  and  M.D.s  are  involved 
in  automotive  safety  researck  tkan  at  any  otker  car 
company  in  tke  world.  GM  engineers  eack  air  Lag  system 
for  tke  vekicle  in  wkick  it  is  installed.  Tkese  driver  s-side 
air  Lags  are  standard  on  1993  Caprice,  Corsica,  Ckevy 
Beretta  and  Corvette. 
And  dual  air  Lags  will  he 
standard  on  tke  1993 
Camaro.  Similarly,  GM 

developetl  an  award  winning  anti-lock  Lrake  system  tkat  ist 
standard  on  many  1993  Ck  evrolets,  including  Corsica. 
And  of  course,  at  tke  world's  largest  proving  grounds,  GM 
puts  tkousands  of  kours  of  researck  and  testing  into 
developing  responsive,  predictable  kandling  and  Lraking 
systems  to  kelp  drivers  maintain  control,  even  dui'ing 


emergencies.  And  keep  tlie  air  Lag  safely  packed  awav,  wkere  it  Lelongs.  For 
more  in  formation,  call  Fleet  Operations  at  1  -800-248-2897. 


fiH  *Al\vay^  wear  safety  llelts,  even  wilK  air  Kags.  Clle\'ri)let,  tlle  Clievrolet  Eniljlem.  CamarD,  Capriee,  C>rr 
HjBJ    registereil  Irademarks  and  Cllew  is  a  IratJemarL'  of  the  GM  C.rp.   ©  UW2  CM  Corp.  All  Riglits  Reser 


ca  an,l  C.MVellrare 

e,l    nuA.L  up,  Amer,.-a' 


Ckevrolet.  Tke  HeartLeat  Of  Am 


enca 


STRATEGIES  I 


WHY  MORRISON  KNUDSEN  IS 
RIDING  THE  RAILS 


It  sees  a  train  renaissance,  and  aims  to  supply  the  rolling  stock 


In  south  Chicago's  decaying  industrial 
belt,  amid  abandoned  buildings  and 
three-foot-tall  weeds,  a  long-idle  80- 
year-old  factory  is  slowly  coming  back  to 
life.  Inside,  a  skeleton  crew  of  50  people 
is  stripping  down  commuter  railcars,  re- 
building them,  and  planning  an  ambi- 
tious move  into  production  of  all-new 
transit  cars.  The  reopened  factory,  once 
operated  by  Pullman  Co. — that  hallowed 
name  of  the  rails — represents  the  first 
attempt  l)y  a  U.  S.  company  to  jump 
back  into  rail  passenger-car  manufactur- 
ing, a  business  abandoned  by  American 
producers  in  1987. 

The  manufacturer  is  an  unlikely  play- 
er: Morrison  Knudsen  Corp.,  a  Boise 
(Idaho)  'company  better  known  for  con- 
struction and  engineering  services.  But 
with  its  77-year  history  of  building  more 
than  20,000  miles  of  rails,  MK  now  wants 
to  become  a  leader  in  making  the  loco- 
motives and  passenger  cars  that  ride 
them.  It  has  already  won  nearly  $1  bil- 
lion in  passenger-car  contracts  (table). 


and  it's  planning  to  bid  on  an  additional 
$1.8  billion  by  next  January.  In  Septem- 
ber, it  delivered  its  first  all-new  railcar, 
to  the  Chicago  Transit  Authority. 

It's  a  bold  and  risky  strategy  for  Wil- 
liam J.  Agee,  mk's  chairman  and  CEO. 
Morrison  Knudsen  has  10  years'  experi- 
ence rebuilding  transit  cars,  including 
substantial  overhauls  of  about  half  of 
New  York's  subway  fleet.  But  it  has  no 
track  record  in  manufacturing  from 
scratch.  After  cjuickly  amassing  a  $1  bil- 
lion backlog  of  railcar  orders,  MK  may 
find  that  delivering  quality  cars  on  time 
is  a  challenge.  And  with  the  low  bids  to 
win  those  orders,  it  could  find  making 
good  money  on  them  even  harder. 
MISSIONARY  ZEAL.  Still,  Agee  is  con- 
vinced he's  on  track.  He's  betting  that 
the  U.  S.  has  embarked  on  a  rail  renais- 
sance, with  cities  investing  heavily  in 
transit  to  relieve  road  congestion  and 
ease  air  pollution.  Rather  than  the  tired 
old  industry  of  the  past,  Agee  sees  rail 
as  a  preferred  transport  mode  for  the 


future.  It's  a  vision  he  promnt. - 
missionary  zeal:  He  foresees  rmi 
high-speed  rail  between  cities  Im 
commuter  transit  in  every  mnyv 
metropolitan  area.  "We  can't  gd  m 
ing  over  America  and  calling  it 
ress,"  he  says. 

The  market  could  indeed  be  Im  !' 
cago,  Los  Angeles,  and  San  1 
have  already  levied  new  taxes  • 
bonds  to  fund  rail  projects.  A  si . 
of  about  a  dozen  cities,  includiiiL:  1 
St.  Louis,  and  Seattle,  is  acti\'  ' 
ning  for  commuter  rail  operatic' 
much-discussed  high-speed-ra  \ 
proceeds  in  Texas,  MK  woulil 
prime  contractor.  There  are  owr-i 
portunities  as  well:  Taipei  is  takm; 
for  its  new  subway  cars,  and  othc 
gested  Asian  cities  may  follow. 

Agee  badly  needs  a  winner.  K\  • ! 
he  took  the  helm  at  MK  in  19s  ■ 
tried  to  rebuild  his  business  r< 
As  chairman  and  CEO  of  Bendix  <  ' 
1980,  he  attracted  criticism  becai 
his  relationship  with  a  young  pi" 
Mary  Cunningham,  whom  he  iat'  i 
ried.  Then,  in  1982,  he  launched  a  1 
bid  to  take  over  Martin  Marieua 


which  fought  back  by  buying 
shares  in  a  "Pac-Man  defense 
Allied  Corp.  stepped  in  as  a  whit' 
and  absorbed  Bendix,  Agee  lost  I 
mk's  board  called  Agee  to  hi- 
town  of  Boise  in  1988  to  rescue 
deep  debt  and  heavy  losses.  H- 
payroll,  stopped  bidding  for  sma 
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^Z^o  reasons  to  choose  the  Quiet  Company. 


1.  ^ur  spouse. 
2.  The  superior  financial  strength  of 
Northwestern  Mutual  Life. 

iVorthwestem  Mutual  Life  has  always 
received  the  highest  possible  ratings  for 
financial  strength  from  Moody's,  Standard 
&  Poors,  A.M.  Best  and  Duff  &  Phelps. 
It  has  also  been  consistently  ranked  "the 
most  financially  sound  life  insurance  com- 
pany" in  an  annual  Fortune^ rm^^azme  study. 

The  more  reasons  you  have  for  wanting 
the  most  secure  life  insurance,  the  better 
the  Quiet  Company  sounds. 

Nprthvyestern 
MutualLite* 

The  Quiet  Company® 


©  1992  The  Northwestern  Mutual  Life  Insurance  Company.  Milwaukee.  Wisconsin.  Reprinted  by  permission  of  Moody  s,  Standard  &'  Poor's,  A.M.  Best,  Duff&  Phelps  and  Fortune. 


e  Corooration 


LE  GRAND 

Lifetime  Mechanical  Warranty 

Available  at 
or  calJ  1-800-556-7354 


eels,  and  rebuilt  the  company's  interna- 
tional business.  He  made  .MK's  transpor- 
tation-construction business  No.  1  in  the 
U.  S.,  although  MK  lags  behind  in  its 
three  other  main  lines:  designing  and 
building  facilities  for  power,  industrial 
processes,  and  hazardous  waste.  Agee 
also  strengthened  .MK's  balance  sheet, 
cutting  debt  from  S300  million  to  near 
zero  and  piling  up  SlOO  million  in  cash. 

But  the  profit  turnaround  he  promised 
proved  elusive:  Earnings  in  his  first 
three  years  got  stuck  in  the  range  of  S33 
million  to  S36  million.  In  1991.  the  com- 
pany earned  just  S35  million  on  sales  of 
Sl.98  billion.  This  year  looked  even 
weaker.  Then,  in  late  September,  Agee 
dropped  a  bombshell:  Write-offs  of 
about  S2T  million  for  accounting 
changes,  recall  of 
some  debt,  and  loss  of 
a  key  ■  rapid-transit 
project  in  Honolulu 
will  likely  mean  a  loss 
this  year.  On  Oct.  20, 
MK  announced  a  net 
loss  of  Sll  million  in 
the  third  quarter. 

The  write-off  news 
hit  hard  on  Wall 
Street,  where  analysts 
are  leeiy  of  Agee's 
promises.  "Just  when 
it  looks  like  their  prob- 
lems are  behind  them, 
ka-boom!  Three  more 
problems  crop  up.  and 
it's  off  to  the  races." 
says  Byron  K.  Callan. 
an  analyst  with  Pru- 
dential Securities  Inc.  in  New  York. 

With  many  of  MK's  other  businesses 
mired  in  recession,  Agee  is  leading  the 
charge  into  railcar  manufacturing.  On 
the  way  from  Honolulu  to  San  Francisco 
for  a  Bay  Area  Rapid  Transit  (B.arti  bid 
last  February.  Agee  spent  five  hours  in 
MK's  jet  reviewing  the  bid  with  his  top 
rail-systems  executives.  His  last-minute 
decision  to  shave  the  price  by  more  than 
$10  million  brought  MK  in  under  its  clos- 
est rival  by  .S700.000. 
BAD  TIMING.  Sometimes,  though.  Agee's 
involvement  has  backfired.  In  January, 
after  MK  lost  out  to  Sumitomo  Corp.  for 
a  S115  million  railcar  contract  in  Los  An- 
geles County — even  though  MK's  bid 
was  lower — he  flew  down  to  protest.  Be- 
cause of  the  timing,  just  after  President 
Bush's  ill-fated  visit  to  Japan.  Agee  end- 
ed iip  fanning  the  flames  of  anti-Japan. 
buy-American  sentiments,  which  forced 
the  county  to  rescind  the  contract. 

That  made  Agee  some  enemies.  "He 
seemed  to  be  shooting  from  the  hip,  and 
I  don't  think  he  served  his  company 
well,"  says  Jacki  Bacharach,  a  member 
of  the  Los  Angeles  County  Transporta- 


tion Commission.  "These  are  issu 
had  been  discussing  for  years,  anc 
got  lost  in  a  political  hailstorm,"  In 
October,  the  city  awarded  an  init 
car  contract  to  Sumitomo.  MK  did  r 
on  the  deal,  saying  it  was  too  snr 
will  bid.  though,  on  a  S250  million, 
follow-on  contract,  but  its  chances 
feating  Sumitomo  seem  slim. 

Since  losing  out  in  Los  Angelt 
has  won  every  major  railcar  cont: 
has  bid  on.  But  critics  say  the  coi 
is  getting  in  over  its  head.  After  M 
out  Montreal's  Bombardier  Inc. 
huge  S380  million  Chicago  Metn 
tract  in  January,  the  United  Auto 
ers  protested.  Bombardier  was  to 
used  a  law  facility,  whereas  .MK  h; 
committed  to  a  union.  "Not  onlv  d^ 


MIUBOOSTEK  AGEE:  "WE  CANT 
GO  OM  PAVING  OVEK  AMERICA" 


GETTING  ON  TRACK 

How  Morrison  Knudsen  built  a  $  1  biili 
book  of  new  railcar  orders 

CHICAGO  TRANSIT  AUTHORITY  256  < 

cars,  with  option  for  1  18  more.  Price: 
$209  million.  Won:  September,  199C 

NEW  YORK'S  METRO-NORTH 
COMMUTER  RAILROAD  48  new  cars 

option  for  18  more.  Price  $101  millio 
Won:  October,  1990 

METRA  CHICAGO'S  COMMUTER  LINE 

new  cars,  rehabilitation  of  1 40,  with  ( 
tion  for  178  additional  new  cars.  Pric 
$380  million.  Won:  January,  1992 

CALTRANS  CALIFORNIA  TRANSPORTAT  J 
DEPT.  88  new  cars,  with  potential  fort 
more.  Price:  $155  million.  Won:  Febr 
ary,  1992  

BART  SAN  FRANCISCO'S  BAY  AREA  RAr 
TRANSIT  50  to  80  new  cars,  with  opfi 
for  250  total.  Price:  $140  million.  W< 
March,  1992  

DATA:  COMPANY  REPORTS 


114  BUSINESS  WEEK  NOVEMBER  2  1992 


THE 


'As  we  enter  the  21st  century,  I  believe  that 
globalization  will  progress  to  a  point  much 
further  than  any  of  us  can  foresee." 

^  Jong-Hyon  Chey 

Hk|^  Chairman  ^the  Sunkyong  Group 


With  annual  revenues  of  more  than  $13  bilHon  and  over  22,000  employees  on  five 
continents,  Sunkyong  is  dedicated  to  globalization.  Leadership  in  the  fields  of 
energy,  international  trade,  petrochemical  products  and  engineering  &  construction 
places  Sunkyong  in  the  top  five  business  groups  in  Korea.  We  have  growing 
commitments  in  fine  and  specialty  chemicals,  engineering  plastics  and  pharmaceuticals 
as  well  as  telecommunications,  distribution  and  fmancial  services. 

The  result  in  the  United  States  -  Sunkyong  generates  close  to  $1  bilHon  in  annual 
revenues  working  with  hundreds  of  American  companies,  and  it  has  strategic 
alliances  with  such  giants  as  Polaroid  and  the  Fleming  Companies. 

These  alliances  reflect  the  focused  application  of  time,  energy  and  resources 
required  for  a  shared  understanding  of  objectives  -  a  shared  vision  oi  economic 
globalization.  A  vision  we  at  Sunkyong  are  dedicated  to  making  a  reality. 

To  find  out  how  Sunkyong  can  help  make  your  vision  a  reality,  contact  John  Rich, 
Sunkyong  US.A.,  Inc.,  110  East  55th  Street,  New  York,  N.Y.  10022  Fax  (212)  906-8137. 

FOR    SUCCESS    WORLDWIDE,    SAY  SUNMfON# 


Sunkyong  Limited   Sunkyong  Industries   SKC   Sunkyong  Engineering  and  Construction    Yukong  Limited 


UNCONVENTIONAL  WISDOM 

Tlie>  're  Tlie  McLaughlin  Group.  Each  with  a  \iev\  that's  contentious 
and  contagious.  ( clockwise  from  left )  Jack  Germond.  Clarence  Page. 
Jolin  Mckiughlin.  Eleanor  Clift.  Morton  Kondracke  and  Fred  Barnes. 
Made  possible  b\'  a  grant  from  GE. 

The  McLaughlin  Group 

Qieck  \our  IcKal  listing  for  station  and  time. 

We  bring  good  things  to  life. 


PLANT  A  TREE  WITH  DISTINGUISHED  ROOTS 

Imagine  having  a  noble  red  maple  in  \  our  yard  descended  from  one  planted  at 
George  Washington's  Mount  Vernon.  Or  the  offspring  of  a  tree  growing  beside 
Henr>'  David  Tlioreau's  Walden  Pond. 

Now.  through  one  of  .America's  leading  conser\  ation  groups,  you  can  enjoy  the 
shade  and  beauty  of  trees  authentically  associated  with  some  of  America's  most 
famous  historical  figures  and  sites. 

Seeds  from  trees  at  the  homes  of  American  presidents,  inventors  and  literar>'  fig- 
ures, and  at  Revolutionary  and  Civil  War  battlefields,  have  been  collected  and 
germinated  for  planting  at  .America's  Historic  Forest  and  in  Historic  Groves 
throughout  the  nation.  A  limited  number  of  these  trees  are  now  available  to  individ- 
uals, as  well. 

Each  Famous  &  Historic  Tree  comes  with  a  photodegradable  growing  tube, 
planting  instructions  and  personalized  Certificate  of  .Authenticity  describing  its  his- 
toric lineage.  Saplings  are  well-established,  averaging  27"  in  height,  and 
replacement  is  guaranteed  if  they  fail  to  grow.  Individual  trees  are  priced  at  only 
S35  or  less,  plus  shipping. 

Famous  &  Historic  Trees  is  a  project  of  .American  Forests,  the  nation's  oldest 
nonprofit  citizens'  conserv  ation  group.  More  than  one  third  of  each  dollar  from  the 
sale  of  these  trees  goes  to  support  Global  ReLeaf.  tree  planting  and  education  pro- 
jects and  to  preser\  e  the  historic  homes  and  lands  from  which  the  seeds  came. 

To  order,  write  Famous  &  Historic  Trees. 
P.O.  Bo.x  7040.  Jacksonville.  Florida.  32238-7040 
or  call  904-765-0727. 

.A  project  of  American  Forests.  America's  oldest  nonprofit  citizens'consen  ation  organization. 
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ncredibly  Credit  Suisse. 


For  incomparable  global  clout,  rely  on  Credit  Suisse  U.S.A. 
We're  a  recognized  leader  in  the  world's  financial  markets,  combining 
vast  resources  with  the  discreet,  reliable  and  committed  service 
that  is  the  hallmark  of  our  Swiss  heritage.  Let  our  worldwide  presence  and  highly 
rated  financial  strength  be  your  passport  to  stronger  global  finance. 


CREDIT  SUISSE 
CS 


Atlania  ■  Chicago  ■  Houston  ■  Los  Angeles  ■  Miami  ■  New  York  -  San  Fiancisco 


ocial  Issues 


PHILANTHROPY  I 


CORPORATE  GENEROSITY 
IS  GREATLY  DEPRECIATED 


Hard  times  have  business  limiting  gifts,  demanding  accountability 


f  attered  by  sour  real  estate  invest- 
.ments,  Aetna  Life  &  Casualty  Co. 
is  experiencing  a  very  public,  very 
painful  retrenching:  dropping  money-los- 
ing subsidiaries,  slicing  its  work  force  by 
107'.  No  less  drastic,  but  far  less  visible, 
is  the  effect  on  its  philanthropic  founda- 
tion. With  the  annual  budget  down  21'/' 
since  1990,  to  $11.2  million  this  year,  Ex- 
ecutive Director  Sanford  Cloud  Jr.  and 
his  staff  have  had  to 
reassess  radically  how 
and  why  they  donate  U> 
charities. 

Once  a  smorgasbord  of 
worthy  causes,  the  founda- 
tion's agenda  has  nar- 
rowed to  two:  health-care 
programs  for  disadvan- 
taged kids  and  projects  to 
help  minority  kids  succeed 
in  college.  Gone  are  contri- 
butions promoting  youth 
employment,  civil-justice 
reform,  social  services  for 
AIDS  patients,  and  neigh- 
borhood renewal.  Never- 
theless, Cloud  asserts:  "By 
reducing  the  number  of  ar- 
eas, we  have  a  greater 
chance  of  impacting  some 
important  societal  issues." 
FEWER  CAUSES.  Many  of 
America's  biggest  corpo- 
rate donors  are  following 
Aetna's  example.  As  com- 
panies restructure,  down- 
size, and  otherwise  change 
how  they  do  business,  so 
too  are  they  overhauling 


"Spreading  money  around  like  the  good 
fairy  didn't  seem  like  a  wise  use." 

At  Prudential,  Honeywell,  and  Ameri- 
can Express,  foundation  executives  are 
acting  a  lot  more  like  portfolio  managers 
than  pin-striped  fairy  godmothers  these 
days.  Describing  their  donations  as  "so- 
cial investments"  that  they  expect  will 
deliver  "strong  returns,"  they  are  de- 
manding greater  accountability,  measur- 


how  they  give.  Some  companies  still  sim- 
ply write  checks  to  the  United  Way  and 
the  local  art  museum.  But  a  growing 
number  of  givers  are  abandoning  their 
traditional  passive,  scattershot  approach- 
es and  consolidating  a  hefty  portion  of 
their  donations  in  a  few  causes.  A  recent 
study  of  the  100  largest  corporate  dona- 
tion programs  by  Vienna  (Va.)  philan- 
thropy consultant  John  Coy  found  more 
than  half  have  developed  such  strategic 
plans,  38  of  which  have  been  in  place  for 
less  than  two  years.  Says  Jane  J.  Pran- 
can,  executive  director  of  US  West  Foun- 
dation, which  recast  its  giving  in  1988: 


able  results,  and  higher  visibility  for 
their  bucks.  This  shift  into  "strategic 
giving"  affects  not  only  the  givers  but 
the  recipients — and  not  always  for  the 
better.  Still,  it's  crucial  in  these  lean 
times,  observes  Eugene  R.  Wilson,  presi- 
dent of  the  Arco  Foundation.  "If  we're 
perceived  as  people  who  just  give  away 
shareholders'  money,  we're  not  going  to 
last  very  long." 

Wilson  has  seen  his  budget  plummet 
from  $37  million  in  1983  to  $11  million  in 
1987,  then  bounce  back  to  $19.6  million 
this  year — the  result  of  huge  fluctua- 
tions in  the  oil  company's  profits.  That 


has  forced  a  new  discipline  into  its 
dation's  giving.  These  days,  much  i 
funds  are  geared  to  education:  proj 
to  provide  better  teachers  in  the 
cities  or  link  social  services  for  1 
come  families  to  school  systems. 

To  justify  their  giving,  many  c 
nies  now  also  target  areas  more  di 
related  to  their  operations.  Kraft  ( 
al  Foods  Inc.,  which  knows  somi 
about  distributing  food,  donates 
$10  million  in  foodstuffs  annual 
food  banks.  It  has  also  devoted  mi 
its  foundation's  $16.4  million  budj 
eradicating  childhood  hunger:  It  j 
advocacy  programs  to  increase! 
food-bank  use  and  runs  its  own  hi; 
Westchester  County,  N.  Y.,  whe 
General  Foods  unit  is  based.  Kra 
ures  its  scientists  and  executivi 
bring  some  expertise  to  bear  (in 
sues  of  health  and  hunger.  Of  cou 
does  not  hurt  to 
Kraft's  name  assoi 
with  good  nutritio 
ther — "enlightened  m 
terest,"  as  Vice-Prr 
Michael  Mudd  calis  i 

PUNCHED  BOWLS.  Ill 

cases,  corporate  (. 
may  cross  the  line 
self-interest  to  .sfl 
ing.  In  recent  years, 
college  football  bowl 
accepted  gifts  from  ' 
rate  sponsors,  often 
change  for  renamii 
tournaments  ("the 
Cotton  Bowl").  Xo> 
Internal  Revenue 
has  hit  18  bowls  wi 
million  over  fi\e  ' 
saying  the  nonpnif'i 
naments  are  reall\'  : 
advertising,  which 
the   gifts  taxalile 
bowls  have  refused 
Because  they  w:iii 
tions  to  make  a  ; 
splash,  companies  m 
fer  to  contribute  t 
groups  directly.  Tlia 
umbrella  groups  such  as  the  N 
Community  .AIDS  Partnership,  wh 
had  donations  from  Prudential, 
and  Gannett  dwindle  or  disapiiea 
result,  fund-raising  is  lagging  $1 
behind  its  pace  last  year,  sa>s 
Development  Officer  Peter  Scliei 
The  new  approach  to  givin;.' 
part  been  thrust  on  companie,- 
nonprofits,  which  have  deluge': 
with  demands  as  government  ! 
shrinks.  But  the  sad  truth  is,  ci.i 
can't  begin  to  fill  the  gap.  Ce 
donations,  usually        to  27''  el 
domestic  income,  have  been  I 
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SO- 


Come  home  with  us  to  Europe 

and  we'll  show  you  the  neighborhood. 


p  O  U  t-~^  'C? 


/e    c/  3 


HT/Peter  Yuill 


A  passion  for  perfection 


® 


/  A 

Home  base  for  Lufthansa  is  Germany,  whicfi 
puts  all  of  Europe  in  our  backyard.  It's  no  wonder 
that,  year  after  year,  so  many  people  choose  to 
fly  there  with  us.  After  all,  we  can  fly  you  to  more 
European  destinations  than  all  U.S  airlines 
combined.  In  fact,  Lufthansa  offers  flights  to 
somewhere  in  the  neighborhood  of  100 
European  cities.  Now  that's  some  neighborhood. 

Lufthansa 


For  reservalions  or  inlormation  call  1-800-645-3880  or  see 
your  Travel  Agent  Lulthansa  is  a  participant  in  the  mileage 
programs  ol  United.  Delta  and  USAir 


ocial  Issues 


weak  financial  perfor- 
mance. Total  corporate 
giving  has  staved  flat 
at  $6.1  billion  since  1990 
(chart).  "There's  tre- 
mendous pressure  on 
nonprofits."  says  John 
E.  Riggan.  partner  of 
Conservation  Co.,  a 
Philadelphia  philanthro- 
py consultant.  "A 
shakeout  is  under 
way." 

DUE  CREDIT.  Some  chari- 
ties have  had  to  cut 
staff  and  programs 
(box).  Others  are  run- 
ning short  of  unrestricted  funds  to  cover 
basic  operating  expenses,  with  donors 
earmarking  contributions  to  projects 
bearing  their  names.  "Paying  to  keep 
the  lights  on  is  not  glitzy,"  says  Fran- 
cine  Friedman,  director  of  development 
for  The  Lambs  Inc.  As  a  result,  the  Li- 
bertyville  (111.)  nonprofit,  which  runs 
nine  businesses  staffed  by  the  mentally 
retarded,  is  trying  to  build  overhead 
costs  into  projects. 

Some  changes  have  improved  nonprof- 
its, however.  Megan  Cooper,  executive 


WHO  GIVES 
THE  MOHEY... 


...AHD  WHERE 
IT  GOES 


CORPORATIONS 


FOUNDATIONS 


CIVIC  AND 
COMMUNITY 


BEQUESTS 


1991  TOTAL  GIFTS 

S124.8  BILLION 


DATA:  CONFERENCE  BOARD,  AMERICAN  ASSOCIATION  OF  FUND-RAISING  COUNSEL 


director  of  Executive  Service  Corps  of 
Southern  California,  actually  appreciates 
her  donors'  emphasis  on  quantifying  re- 
sults: "We  have  tightened  our  evaluation 
procedures.  We're  really  the  better  for 
it."  But  demands  for  documentation  can 
be  a  burden,  too:  "At  some  nonprofits,  a 
Xerox  machine  is  a  luxury,"  notes  con- 
sultant James  X.  Alexander. 

Many  strategic  givers  have  become 
enamored  with  developing  a  model  that 
will  provoke  systemic  change  in,  say, 
public  education.  Trouble  is.  everybody 


wants  the  glory  of 
ating  a  model,  bui 
one  wishes  to  reproi 
one:  "Company  A 
die  before  it  pickt 
the  model  Compan 
develops,"  says  Va 
Lies,  president  of 
nors  Forum,  which 
resents  Chicago  coi 
nies.  "  "Not  invei 
here'  is  surely  arj 
sue,"   concedes  A 
Wilson.  "You  get 
the  sticky  busines 
coalition-building 
power-sharing." 
Companies  insist  strategic  giving 
ultimately  result  in  greater  social  g 
But  some  charities  are  skeptical.  "' 
want  special  projects,  they're  askinj 
more  paperwork,  they're  tying 
hands,"  laments  Deborah  Strauss, 
utive  director  of  Chicago's  Inform 
Technology  Resource  Center.  Still, 
their  own  budgets  shrinking,  corp< 
foundations  see  strategic  giving  a; 
best — if  not  the  only — way  to  get 
bang  for  the  donated  buck. 

Bi/  Lois  Therrien  in  Ch 


A  BIG  CHILL  IN  THE  WINDY  CITY 


In  1990,  WBEZ  General  Manager  Car- 
ole Xolan  faced  a  daunting  task: 
turning  a  newly  spun-off  unit  of 
the  Chicago  Board  of  Education  into  an 
independent  public  radio  station.  So, 
Nolan  turned  to  the  Executive  Service 
Corps  of  Chicago,  a  nonprofit  organiza- 
tion that  provides  retired  executives  as 
consultants  to  other  nonprofits.  After 
paying  a  S4,500  membership  fee,  Xolan 
called  on  the  former  president  of  agen- 
cy giant  Leo  Burnett  Co.  to  craft  an  ad 
campaign.  The  former  head  of  Allstate 
Insurance  Cos.'  human-resources  de- 
partment helped  her  fashion  a  salarj- 
plan.  And  she  relied  on  the  advice  of  a 
former  executive  vice-president  of 
Turner  Construction  Co.  when  the  sta- 
tion built  a  new  facility.  Man.'els  No- 
lan: "This  kind  of  expertise  is  hard  to 
buy  at  any  price." 

Unfortunately  for  young  ventures 
such  as  WBEZ.  the  price  for  this  talent 
is  going  to  increase.  That's  because 
Chicago's  Executive  Service  Corps, 
part  of  a  national,  34-member  network, 
is  facing  tough  times.  The  Chicago  af- 
filiate, which  relies  on  companies  to 
fund  43'7c  of  its  $1.2  million  annual  bud- 
get, has  seen  donations  fall  lO^i-  in  the 
past  year  as  companies  reduce  or  redi- 
rect their  donations  due  to  strategic 


giving  plans.  Explains  E.SC  President 
Dennis  Zavac:  "We  rely  heavily  on  un- 
restricted funding,  and  those  dollars 
are  becoming  scarcer  and  scarcer." 

Result:  a  major  retrenching.  The  ESC 
staff  has  shrunk  to  16  since  Zavac  laid 
off  five  employees.  ESC  also  has  halted 
publication  of  a  quarterly  newsletter 
for  its  400  volunteer 
executives  and  elimi- 
nated its  annual  mem- 
bership meeting.  Now. 
the  nonprofit  is  hunt- 
ing for  office  space 
that  will  allow  it  to 
halve  its  rent. 
•SMARTER.'  The  orga- 
nization also  is  mull- 
ing an  increase  in  it 
rates  for  services.  Cli- 
ent fees  currently 
make  up  16^f  of  its 
budget,  a  percentage 
that  has  doubled  since 
1987.  Even  so,  they 
don't  even  begin  to  cover  costs:  They 
cover  the  equivalent  of  S3.56  an  hour 
for  the  semces  it  actually  costs  ESC 
820  an  hour  to  deliver.  While  higher 
fees  may  cause  hardship  for  some  of 
ESC's  300  clients,  the  service  "will  still 
look  like  a  bargain"  compared  with  hir- 


WITH  GIFTS  DOWN  10%, 
A  NONPROFIT  GROUP 
OF  RETIRED  CHICAGO 
EXECS  MUST  RETRENCH 


ing  consultants  at  market  rates, 
John  D.  Connelly,  executive  directo 
Jobs  for  Youth,  an  organization 
places  low-income  17-to-21-year-old 
jobs.  It  has  used  ESC  consultants 
everything  from  developing  a  plai 
recruit  employers  to  setting  up  a  fi 
cial  record-keeping  svstem. 

Not  all  of 
changes  induced 
the  crunch  have  I 
for  the  worse, 
have  found  ec 
mies,''  says  Za 
"and  we  have  bee 
a  lot  smarter 
using  volunteers.' 
ter  a  six-m( 
search,  an  ESC  b 
committee  foun 
health-care  plan 
cut  premiums  12 
year  but  mainta 
the  same  level  of 

 !  erage.  Other  vc 

teers  are  researching  possible 
markets  for  ESC's  services,  such  as 
leges.  Indeed,  with  the  new  directii 
corporate  philanthropy.  Executive 
vice  Corps  will  need  all  the  volui 
help  it  can  get. 

By  Lois  Therrien  in  Ch 
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Can  Your  Copier  do  This? 


Can  It  send  out  its  own  distress  signal?  Summon 
aintenance  personnel?  Provide  constant  updates  and  an 
curate  diagnosis  of  Doth  actual  and  impending  trouble? 

Above  all.  can  it  keep  you  from  being  left  stranded? 

Ours  can.  TnanKs  to  a  revolutionary  bit  of  technology 
lied  the  Minolta  S.M.A.R.T.  System. 

This  system  links  your  copier  (provided  it  s  a  Minolta) 
ectly  to  a  PC  in  your  dealer  s  maintenance  department. 

So  they're  instantly  alerted  to  any  copier  problem-from 
Imple  paper  jam  to  a  major  snafu.  And  better  equipped  to 
.e  swift,  appropriate  action.  Whether  that  means  sending 


out  the  right  tools  and  parts,  or  automatically  scheduling 
preventive  maintenance. 

You'll  find  in  terms  of  convenience,  efficiency  and 
economy,  the  Minolta  S.M.A.R.T.  System  can  De  a  real 
iifesaver.  To  find  out  more  about  it.  call  i -800-9-MlNOLTA. 


COPIERS  AND  FAX  MACHINES 

ONLY  FROM  THE  MIND  Of  MINOLTA 


MINOLTA 


Before  you  ckoose  a  dental  plan  tliat  promises 
managed  care,  make  sure  it  s  managed  well. 


hilc  nianv  compaiiius'  niana£;eJ  Jciital  care  pnitlrains  proinisL'  cust  containment 
leatures,  all  tcxi  often  tliev  consist  of  notfiing  more  tlian  Jiscoimtint;  anJ  sliifting  costs  to 
employees.  EH  But  Delta  Dental  is  clilferent.  Since  l'-)54,  we  liave  offeree!  managed  care  as 
part  of  a  total  process  tliat  Jeliv'ers  real  \  alue  to  our  siiliscriliers.  Cj  Our  contracts  witli 
tliousanils  of  participating  dentists  nationwide  form  tlie  Lasis  of  a  system  of  ongoing 
quality  assurance  tliat  includes  pre-treatment  atid  post-treatment  reviews.  1  Inis  ensures 
care  tfiat  meets  tlie  detital  profession's  standards  wliile  limiting  out-of-poclcet  expenses  ft 
employees  and  jirox'iding  true  cost  management  for  companies.  □  That  s  wliv  Delta  DentI 
lias  a  QS'Yii  customer  retention  rate,  co\'ers  more  tlian  22  million  people  in  more  tfian 
.28,000  groups  and  pavs  more  tlian  ^^.2  liillion  a  year  for  dental  care.  D  lo  learn  more  aLoi 
liow  your  group  can  lienefit  frinn  tlie  specialists  who  pioneered  and  perlected  tin-  managefS 
care  concept  m  dental  plans,  call  1-800-441-3434  today.  ^  DoltS  DOntll 

America's  Leader  in  DenUii  'Healtl 


veiopments  to  Watc 


r  WILLIAM  D  MARBACH 


HIGH  COST  OF  SCANNING  X-RAYS 
;  BY  THE  BOARDS 


Until  now,  physicians 
have  had  two  main 
choices  for  reading  X- 
rays.  Either  hang  the 
film  on  a  light  box  or 
scan  it  into  a  computer 
workstation.  Doctors 
prefer  the  latter,  be- 
cause they  can  manipu- 
late the  image's  contrast 
and  gray  scale,  and  be- 
cause the  digitized  ver- 
sions are  easier  to  store 
and  transmit.  To  get  im- 
ages approaching  the 
)n  of  film,  however,  they  need  workstations  that  run 
and  up. 

'  Newport  Beach  (Calif.)  company  thinks  it  has  a  better 
.  RunTime  Technologies  has  come  up  with  a  pair  of 
loards  that  slide  into  off-the-shelf  personal  computers, 
es  the  PC  beefed-up  processing  power;  the  other,  the 
,0  display  ultrahigh-resolution  images.  The  pair  costs 
bringing  the  price  of  a  PC-based  system  to  around 
RunTime  also  sees  another  market — the  military, 
ses  such  systems  to  analyze  aerial  photos. 


riNG  OUT  VIRUSES 
.E  BOOTING  UP  THE  PC 


i'are  antidotes  for  computer  viruses  can  be  very  effec- 
.  Trouble  is,  each  new  virus  may  require  yet  another 
to  antivirus  programs.  Computer  consultant  Richard 
resident  of  Philadelphia's  Levin  &  Associates,  has  long- 
ed a  permanent  cure — making  the  hardware  virus- 
ind  his  ideas  are  finally  catching  on. 
ptember,  Atlanta-based  American  Megatrends  Inc.  un- 
.  so-called  BIOS  that  it  claims  prevents  viruses  from 
?  a  favorite  target,  the  critical  "boot"  section  of  hard 
stands  for  "basic  input/output  system"  and  is  the 
:side  information  a  microprocessor  loads  into  its  memo- 
tal  Enterprises,  a  Gaithersburg  (Md.)  startup,  recently 
;ed  a  plug-in  card  for  IBM-compatible  personal  comput- 
:  intercepts  a  virus'  attempt  to  infect  a  hard  drive.  If 
ippliers  want  to  jump  into  this  market.  Levin  says  he 
glad  to  prescribe  such  remedies  for  free.  "I  want  the 
I  to  end  once  and  for  all,"  he  says. 


iR  TREES  MEAN  GIOBAL  WARMING 
IT  SO  DO  MORE  TREES 


tists  know  that  rain  forests  play  a  role  in  setting  the 
h's  temperature.  Cutting  them  down  can  cause  global 
i-  But  jungles  aren't  the  only  forests  that  affect  cli- 
1  a  study  in  the  Oct.  22  issue  of  Nature,  climatologist 
B.  Bonan  and  colleagues  at  the  National  Center  for 
heric  Research  report  that  the  vast  boreal  forests 
ig  around  the  northern  part  of  the  world  can  boost — 
rd  it  right — global  warming. 

oreal  evergreen  blanket  absorbs  up  to  three  times  as 
lar  radiation  as  snow-covered  tundra,  Bonan  found.  As 


a  result,  his  computer  model  shows  that  winter  temperatures 
are  21F  higher  in  the  Arctic — and  3F  higher  at  the  equator — 
than  they  would  be  without  the  trees. 

This  phenomenon  helped  the  earth  warm  up  from  the  last 
ice  age.  But  if  the  globe  gets  warmer  because  of  rising  levels 
of  CO2  and  other  greenhouse  gases,  as  many  scientists  expect, 
the  boreal  forests  will  respond  by  expanding  north.  "That 
geographic  change  in  tree  line  could  cause  an  additional  cli- 
mate warming,"  says  Bonan.  The  results  also  mean  that  cut- 
ting down  the  boreal  forests  would  be  a  sure,  if  ecologically 
disastrous,  way  to  help  cool  off  the  earth. 


PLAYING  REALPOLITIK  AT  THE 
REAL-WORLD  COMPUTING  PROJECT 


After  months  of  negotiations,  the  U.  S.  and  Japan  have 
hammered  out  a  framework  for  cooperation  in  Japan's 
$600  million,  10-year  Real-World  Computing  Project,  which 
spans  everything  from  brain-like  neural  network  systems  to 
massively  parallel  computers.  Non-Japanese  companies  are 
welcome  to  participate  in  most  areas.  But  for  one  sensitive 
arena — optical  computing — Japan's  Ministry  of  International 
Trade  &  Industry  and  the  U.  S.  Office  of  Science  &  Technol- 
ogy Policy  agreed  to  a  more  restricted  set  of  ground  rules. 

The  goal  of  the  optical  computing  work  is  to  design  very 
high-speed  machines  that  use  light  pulses  rather  than  electron- 
ic signals.  The  U.  S.  and  Japanese  researchers  will  develop 
standardized  devices  such  as  lenses  and  switches  for  optical 
computers.  Besides  exchanging  data,  the  teams  will  be  free  to 
swap  components  that  can't  be  supplied  locally. 

Optical  computing  could  be  the  next  wave  in  information 
processing,  and  standardized  hardware  will  serve  everyone's 
interests.  But  neither  side  is  comfortable  sharing  its  secrets. 
The  joint  framework  allows  each  to  keep  an  eye  on  the  other 
while  guaranteeing  a  degree  of  hardware  compatibility.  If  all 
goes  well,  the  accord  should  be  signed  by  the  end  of  the  year. 


WHAT'S  THAT  TV  SET  DOING 
ON  YOUR  SURGEON'S  HEAD? 


If  you  feel  alarmed 
that  your  surgeon  is 
running  around  with  a 
bicycle  helmet  on,  relax. 
Battelle  Memorial  Insti- 
tute has  attached  a 
small  video  monitor  to 
the  front  of  a  helmet, 
counterweighted  at  the 
back,  to  help  endoscopic 
surgeons  view  their 
work  without  having  to 
look  at  a  display  across 
the  operating  room.  In 
endoscopic  procedures — 
such  as  operations  to  remove  the  gall  bladder — surgeons  in- 
sert a  tube  through  a  small  incision  and  rely  on  a  tiny  video 
camera  to  view  the  area  they  are  working  on. 

More  than  100  of  those  attending  a  recent  meeting  of  the 
American  College  of  Surgeons  in  New  Orleans  tried  on  the 
helmet,  which  has  been  successfully  tested  at  U.  S.  Health 
Corp.'s  Grant  Hospital  in  Battelle's  home  town  of  Columbus, 
Ohio.  The  2-pound  video  helmet  still  needs  to  be  a  little  lighter, 
says  Laura  Eichenlaub,  marketing  manager  for  Battelle's 
medical  product  development  group,  but  half  a  dozen  compa- 
nies have  expressed  interest  in  making  it. 


ECHNOLOGV 
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MEDICINE  I 


IS  THERE  A  FAMILY  DOCTOR 
IN  THE  HOUSE?  

More  GPs  mav  be  the  answer  to  America's  crisis 


ealth  care  is  one  of  the 
most  hotly  contested  is- 
sues  in  the  Presidential 


campaign,  yet  on  one  point 
there's  wide  agreement:  The 
cheapest  way  to  keep  Americans 
healthy  is  with  good  primaiy 
care.  Family  doctors,  general 
practitioners,  internists,  pediatri- 
cians— all  promote  clean  living, 
try  to  nip  disease  in  the  bud,  and 
increasingly,  are  the  frontline  sol- 
diers in  the  battle  to  hold  down 
soaring  health-care  costs.  '"EveiT- 
one  needs  a  generalist  for  basic 
health  care,"  says  Dr.  Robert  G. 
Harmon,  director  of  the  federal 
government's  Health  Resources 
&  Services  Administration. 

The  problem  is.  there  aren't 
enough  GPs  to  go  around.  In  the 
early  1960s,  the  mix  of  general- 
ists  to  specialists  was  about  50-50. 
But  then  high-tech  medicine  took 
off,  fewer  med  students  chose 
primarv  care,  and  the  ratio 
changed.  By  1990,  it  was  30-70 
among  America's  500.000  doctors 
(chart).  The  upshot  is  that  1  of 
every  8  Americans  has  no  access 
to  a  family  doctor.  In  rural  re- 
gions, where  25''  of  the  popula- 
tion lives,  nearly  one-third  of  resi- 
dents are  without  adequate 
primary  care.  A  1987  study  by  re- 
searchers at  the  University  of 
Wisconsin  in  Madison  found  a 
45''  drop  over  25  years  in  the 
number  of  GPs  in  10  major  inner 
cities.  And  the  problem  isn't  con- 
fined to  the  poor  and  uninsured. 
Even  in  well-off  communities,  in- 
surers that  run  so-called  managed-care 
networks  say  a  shortage  of  generalists 
is  a  big  problem. 

LOW  PRESTIGE.  The  underlying  reason 
for  the  shortfall  is  the  shift  in  medical 
schools  and  teaching  hospitals  toward 
research  and  specialty  medicine.  The 
trend  has  been  hastened  by  an  explosion 
in  technology — advanced  imaging  gear, 
new  surgical  procedures,  and  machinery 
that  keeps  2-pound  babies  alive. 

Doing  good  with  this  equipment  is  ex- 


PRAIRIE  HEALTH 
COMPANIONS: 
HOOK  AND 
VIRNIG  IN 
MINNESOTA 


citing,  and  it's  where  the  money  is.  For 
students  facing  an  average  855,000  debt 
after  medical  school,  the  S193.000  income 
of  an  orthopedist  is  a  lot  more  attractive 
than  the  887,000  for  an  average  family 
practitioner.  Prestige  is  also  an  issue. 
The  American  Board  of  Medical  Special- 
ties anointed  family  practice  in  1969,  but 
many  medical  schools  still  don't  have  de- 
partments of  family  medicine.  Future 
family  doctors  often  attract  derision,  and 
75^^  of  first-year  primaiy-care  students 


change  their  minds  before  gradi 
Now,  medical  schools  are  revising 
curriculums,  offering  free  tuitioj 
radically  changing  residency  prcl 
to  channel  doctors  into  primary  cl 
Take  the  University  of  Minn 
Rural  Physician  Associate  Pr 
(RP.AP).  The  longest-running  such 
in  the  nation,  it  was  launched  i 
after  the  state  threatened  to  wi 
the  school's  funding  unless  it  inn 
access  to  care  in  Minnesota's  vas 
regions.  The  school  sends 
30  of  its  200  or  so  third-ye 
dents  to  outlying  communi 
nine-month  clerkships,  in 
that  they'll  be  more  likely 
up  practices  there.  This  si 
worked  with  Arden  Virnig 
wife,  Patti  Hook,  who  hav 
out  their  shingles  in  Onan 
miles  north  of  Minneapol 
outback  experience  also 
for  better  education.  At  t( 
hospitals,  students  tend  to 
U'f  of  patients  who  have  tl 
serious — but  least  typici 
ments.   So  most  new 
haven't  had  "real  training 
mary-care  problems,"  sa; 
Walter  M.  Swentko.  interir 
tor  of  RPXP. 

After  two  decades,  RP. 
success.  At  1  to  1,213,  M 
la's  rural  ratio  of  prima 
loctors  to  population  is  t 
m  the  nation.  And  the  pro{ 
now  a  model  for  other  scl 
STACKED  ODDS.  The  State 
-ity  of  New  York  at  Bu: 
)ne  convert.  Five  teaching 
als  in  the  area  are  pooli: 
iiillion  in  insurance  reir 
aents  to  promote  prima 
ducation  at  the  medical 
The  money  is  paying  for  t 
ites  in  urban  and  rural  p 
are  clinics,  for  more  fac 
-eneral  medicine,  and  : 
search  in  that  field.  Tb 
says   Dr.   F.   Bruder  Sti 
chairman  of  pediatrics 
school  and  a  director  of  t 
gram,  is  to  increase  the  : 
of  doctors  graduating  in  \ 
care  from  35/'  to  at  least  50'f  b; 

Programs  such  as  SUXY  Bi 
help.  But  the  odds  are  still 
against  primaiy  care.  In  1990.  ap) 
tions  under  the  Health  Professio: 
cational  Assistance  Act — whicli 
hospitals  money  to  help  support 
practice  residents — were  cut  to  t 
est  level  in  the  program's  18-yea 
ry.  And  medicare,  which  can  pr 
substantial  portion  of  a  resident's 
doesn't  pay  for  many  ser\'ices  t 
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d  outside  of  hospitals.  That  dis- 
is  teaching  hospitals  from  offer- 
iduate  education  in  outpatient 
where  residents  would  interact 
more  typical  patient  population. 
'  medical  schools  and  teaching 
s  grapple  with  these  problems, 
some  sentiment  for  leg- 
a  more  equal  distribu- 
physicians,  says  Paul  B. 
■g,  director  of  the  Physi- 
yment  Review  Commis- 
•oup  set  up  by  Congress 
y  issues  such  as  medi- 
yments  and  the  supply 
irs.  There  is  talk  in  Con- 
f  limiting  "the  number 
>  in  residency  special- 
federally  funded  teach- 
;pitals,  Ginsburg  adds, 
itries  such  as  Britain 
lada,  where  the  mix  of 
ists  to  specialists  is  50- 
letter,  such  rules  have 
funnel  doctors  into  pri- 
ire. 

government  is  also  trying  to 
rimary  care  pay  better.  Under  a 
,-ised  by  Ginsburg's  group,  medi- 
yments  to  GPs  will  rise  by  307' 
'e  years  above  the  increase  ap- 
all  doctors'  fees.  The  effect  will 
ted  somewhat  by  cost-cutting 
;s  that  are  being  imposed  at  the 
me.  "The  administration  kind  of 
umber  on  us,"  says  Dr.  Robert 
,  executive  vice-president  of  the 
m  Academy  of  Family  Physi- 
till,  he  adds,  the  new  fee  struc- 
a  step  forward. 


So  is  the  surge  of  women  into  medi- 
cal school.  Over  the  past  two  decades, 
the  share  of  women  among  med  stu- 
dents has  risen  from  9%  to  38%.  And 
women  tend  to  go  into  specialties  clus- 
tered around  primary  care.  For  instance, 
657'  of  pediatric  residents  are  women, 


A  DEARTH  OF 
PRIMARY-CARE 
DOCTORS 


The  percent  of  doctors 
v/ho  are  generalists 
providing  basic  care 


vs.  only  4''   of  surgical  residents. 

As  this  trend  spreads,  primary  care 
seems  sure  to  get  even  more  attention 
from  politicians.  That's  because  it  saves 
money.  For  the  rural  and  urban  poor, 
lack  of  access  to  a  family  doctor — and 
the  resulting  failure  to  get  checkups 
and  shots — means  that  care  is  often  ob- 
tained in  an  emergency  room  when  the 
patient  is  seriously  ill,  a  much  costlier 
alternative. 

Beyond  that,  insurers  are  making  GPs 
the  gatekeepers  in  managed-care  net- 
works, giving  them  an  unprecedented 


role  in  controlling  health-care  costs.  Gra- 
ham says  family  doctors  are  less  tech- 
nology-oriented than  specialists.  And 
over  the  years,  GPs  compile  lengthy  his- 
tories of  patients,  so  each  new  ailment 
doesn't  lead  to  a  battery  of  tests.  Spe- 
cialists, by  contrast,  may  be  eager  to  try 
out  high-tech  treatments  they 
have  learned  during  seven 
years  of  training.  "When  your 
only  tool  is  a  hammer,  you  tend 
to  relate  to  all  problems  as 
nails,"  says  Graham.  "You're 
going  to  use  technology  any 
chance  you  get." 
MINOR  MEDICAL.  Recent  studies 
prove  his  point.  In  March,  re- 
searchers at  New  England 
Medical  Center  in  Boston  found 
that  family  doctors  hospitalize 
patients  less  often  and  give 
them  fewer  drugs  and  tests 
than  do  specialists  such  as  car- 
diologists. Such  facts  are  spur- 
ring the  drive  to  turn  out  more 
primary-care  doctors. 
This  doesn't  mean  rejecting  the  life- 
saving  gains  made  in  medicine  over  the 
past  few  decades.  Instead,  it  reflects  an 
awareness  that  the  majority  of  ills  don't 
require  a  CT  scan  or  heart  surgery.  As 
was  the  case  50  years  ago,  most  people 
can  be  kept  healthy  by  a  doctor  who 
cultures  sore  throats,  gives  vaccinations, 
and  urges  patients  to  stop  smoking  or 
eat  less  fat.  The  twist  is  that  today  this 
folk  hero  can  also  hold  down  the  nation's 
health-care  bill. 

By  Gwendolyn  Kelly  in  Atlanta  and 
Naomi  Freundlich  in  New  York 


WHY  THIS  MED  STUDENT  IS  STICKING  WITH  PRIMARY  CARE 


r  as  long  as  I  can  remember, 
Ve  had  a  vague  wish  to  be  a 
octor.  In  college,  at  Johns  Hop- 
was  pre-med.  But  I  graduated  in 
aring  '80s.  I  went  to  New  York, 
an  investment  bank,  worked 
•and  made  good  money. 
1  I  began  volunteering  at  an 
vard  at  New  York  Hospital.  I 
leave  on  those  nights  frustrated 
igry  that  a  decade  after  the  virus 
scovered  it  was  still  killing  peo- 
y  dreams  of  becoming  a  doctor 
ed.  And  in  1991,  I  entered  medi- 
lool  at  Emory  University  in  At- 
with  what,  in  20/20  hindsight, 
great  deal  of  naivete. 
1  this  romantic  image  of  hanging 
;hingle  and  fighting  disease.  Pri- 
;are  was  my  first  choice — either 
practice  or  obstetrics  and  gyne- 
.  I  wanted  to  establish  relation- 
with  patients.  To  me,  that's 
the  challenge  of  medicine  lies. 


KELLY:  PEERS  MAY  BELITTLE  FAMILY  PRACTICE 


I  haven't  changed  my  mind  about 
that,  but  there  are  obstacles  I  didn't 
foresee.  First,  primary  care  isn't  the 
best  choice  financially:  I'll  be  $80,000  in 
debt  at  graduation.  Though  no  doctor 
truly  suffers  for  money,  that's  a  heavy 
burden  to  bear  for  the  lowest-paid  phy- 
sician. Those  among  my  colleagues 
who  choose  cardiology  can  expect 
$400,000  salaries  in  a  few  years. 


There  are  also  times  when  I  feel  a 
little  self-conscious  about  my  choice. 
The  word  among  students  is  that  if 
you've  got  any  brains,  "tertiary"  medi- 
cine— which  involves  complex  diagnos- 
tic procedures  and  comprehensive 
care — is  where  it's  at.  Instructors  of- 
ten refer  to  the  best  students  as  "fu- 
ture surgeons"  and  belittle  the  family- 
practice  specialty.  These  attitudes 
trickle  down.  I've  heard  my  peers  say 
the  reason  so  many  women  choose  pe- 
diatrics is  that  "they  want  to  be  mom- 
mies." And  students  who  take  a  family 
practice  residency  may  be  maligned  by 
colleagues  who  say  the  choice  is  a  sign 
of  subpar  academic  credentials. 

I'll  probably  struggle  with  the  issues 
of  prestige  and  income  for  a  while.  But 
I  also  know  that  doing  what  is  person- 
ally satisfying  is  a  good  part  of  what 
makes  life  meaningful.  To  me,  the 
meaning  is  in  primary  care. 

By  Gwendolyn  Kelly  iyi  Atlanta 


ECHNOLOGY 
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We're  putting  $100,000 
on  the  line  to  prove  Astra  SP 
will  improve 
your  bottom  line. 


Purchase  an  Astra  SP 
and  if  your  bottom  line 
doesn't  improve,  we'll 
give  you  $100,000. 

We're  so  convinced  that 
the  new  Astra  SP  is  the 
right  business  machine  for 
your  business  that  we  are 
willing  to  make  you  this 
offer.  Why  are  we  so  con- 
fident? Because  in  today's 
business  environment 
where  operating  expenses  \ 
continue  to  be  a  critical 
factor  in  achieving  "bottom  \ 
line"  objectives,  Astra 
engineers  designed  the  Astra 
SP  for  you.  It's  an  aircraft 
that  "N* 


I 


delivers^jgpiF^  %r 

speed, 

range  and      short-field  perfor- 
mance at  an  operating  cost  that's  so 
competitive  it  will  even  make  your 
Chief  Financial  Officer  smile.  So,  to 
prove  our  point,  if  your  bottom  line 
has  not  improved  after  the  first  full 
fiscal  year  from  the  time  you  take 
delivery  of  a  new  Astra  SP  from  us. 
we'll  give  you  $100.000(U.S.). 
Delivered  in  a  nice  leather  briefcase. 


Your  global 
office  in  the  sky 

In  this  rapidly  changing  world  of 
global  business,  you  also  need  to  con- 
sider a  business  jet  that  can  give  you 
access  to  worldwide  marketplaces. 
Once  again.  Astra  SP  is  the  right 
choice.  Its  unequalled  performance 
and  range  is  a  triumph  of  design 
finesse  over  brute  power.  And  Astra  is 
soaerodynamicallyefficient.it 
offers  the  highest  operating 
speeds  in  its  class.  In  fact.  ^^|H 
Astra  '  wmiFf^' 

already  has  ^^BBBP 
33  world  speed  ^^^^m 
records  to  its  ^^V^^ 
credit. 

So.  when  you're      '  ~  V 
considering  the  pur-  r 
chase  of  a  new  business  jet  ® 
here's  a  key  fact  to  remember: 


you'll  have  to  spend  at  i^ 
least  $7  million  more  to 
match  thfe  performance 
and  versatility  of  an  ^ 
Astra  SP  ' 

It  all  comes  down 
to  the  bottom  line 

.  Astra  SP  is  the  best  k( 
secret  in  the  industry.  An 
|Hb  with  good  reason.  Becau 
EbH  Astra  gives  you  a  level  of 

■ high-speed,  long-range  ar 
short-field  performance 
-  that  the  competition 
never  wants  to  talk  abou 
A  level  of  performance  that  will 
improve  your  bottom  line,  and 
we're  willing  to  put  up  $100,000 
to  prove  it  Now.  that's  an  offer 
you  can't  refuse. 

For  the  details  and  effective 
dates  of  our  $100,000  offer  wri 
or  call  our  President  j 
Roy  E.  Bergstrom.  1 
at  609-987-1125   i  or  fax  us 


^t-  ■  ^   your  business 
letterhead  at 
609-987-0118  and  we'll  be 
pleased  to  send  you  the  details. 


Leadership...by  design 


e 


ATEURSI 


lY  RICH  MELMAN 
REALLY  COOKING 


d  the  restaurateur  is  a  cadre  of  happy,  loyal  employees 


loon  at  Scoozi's,  his  popular  Ital- 
eatery  in  Chicago,  and  Richard 
man  is  scribbling  circles  and 
ines  on  the  sheet  of  white  butch- 
ler  draped  across  his  table.  Hud- 
ih  six  others  over  the  blueprint 
nirmet  fast-food  court  at  Chica- 
ly  Water  Tower  Place  shopping 
elman  is  trying  to  illustrate  his 
r  a  Chinese  takeout  joint  his  col- 
want  to  call  Need  Some  Dim 
16  circles,  he  explains,  are  woks. 
58  represent  a  '"ook- 
face  tiered  so  that 
:omers  can  view  the 
ir-fi-ying  theii'  oi'ders. 
illy,  Melman  doesn't 
Iraw  the  chefs  them- 
So  far,  his  sketch 
lore  like  a  ball  of 
,han  a  place  to  Iniy 

lan,  50,  is  no  Rem- 
but  he  is  an  artist 
;.  Chicago's  preemi- 
staurateur  has  deni- 
ed an  ability  to  spin 
idy  City  hot  spots  al- 
will.  His  concept-la- 
npany.  Lettuce  En- 
You  Enterprises  Inc., 
eloped  32  restaurants 
nnual  revenues  of 
110  million.  Mostly  in 
but  also  in  Arizona. 
)rk,  and  Minnesota, 
uisines  range  from 
to  Italian,  Greek  to  Siianish.  De- 
as  19.50s  kitsch  at  Ed  Del)evic's 
)  crystal  and  white  tablecloths 
elegant  Ambria.  "Rich  Melman 
.ndrew  Lloyd  Webber  of  the  res- 
industry,"  says  food-industry  con- 
Ronald  N.  Paul  of  Technomic 
3  doesn't  just  pi'oduce  food,  he 
s  theater." 

G  DRAWERS.  Largely  unnoticed, 
'•,  is  what  happens  backstage  at 
.'s  organization.  It's  as  tightly 
i  as  McDonald's  Corp.,  but  with- 
stultifying  standardization.  Mel- 
i  created  a  string  of  discrete  res- 
s  that  thrive  on  individuality, 
stakes,  employee  training,  rich 
,  and  expanding  opportunities 


have  kept  the  comijany  devoutly  entre- 
preneurial while  developing  employee 
loyalty  that  is  unusual  in  a  business  no- 
torious for  high  turnover.  The  result  is  a 
company  with  the  resoui'ces  and  staying 
power  of  a  chain  and  the  spirit  of  a  cor- 
ner bistro.  Most  of  Melman's  restau- 
rants are  perceived  as  hip.  The  cookie- 
cutter  Houlihan's  at  your  local  shopping 
center  is  not. 

At  the  center  of  it  all  is  Melman.  His 
ideas  drive  expansion,  and  he  takes  an 


man  now  has  2.']  jjailners  in  his  rcsiau- 
I'ants,  an  eclectic  mix  of  administrative 
and  operational  people,  including  sever- 
al chefs  who  helped  develop  successful 
restaurants.  Susan  Southgate-Fox,  vice- 
I)resident  for  human  resources,  worked 
her  way  up  from  waiting  tables  at 
Bones,  a  chicken-and-ribs  joint.  Now,  she 
owns  shares  in  several  restaurants— the 
first  mother  to  make  partnin-. 
TEAMWORK.  Melman  trusts  his  workers 
to  be  partners  largely  because  Lettuce 
has  trained  them.  Nol)ody  is  {)romoted 
unless  he  or  she  has  preiiared  a  replace- 
ment, and  many  people  started  at  the 
bottom  and  rose  thi'ough  management. 
Luis  Garcia  started  at  Tucci  Benucch  in 
1987  as  a  dishwasher  who  spoke  no  Eng- 
lish. Lettuce  adjusted  his  work  scheflule 
so  he  could  take  English  classes  and 
promoted  him  through  a  series  of  jobs. 
Now,  lie's  a  manager  at  Tucci.  Says  Gar- 
cia: "If  you  want  to  l)econie  someone. 
Lettuce  opens  the  dooi-  for  you." 


NOVEL  CONCEPT   You  don'f 
just  open  an  Italian  restau- 
rant, you  open  one  with  a 
bakery  attached  to  it  or  with 
a  portion  of  the  menu  devot- 
ed to  vegetarian  offerings' 


DETAILS  Executing  down  to 
the  smallest  details — even  mi- 
nutiae such  as  lighting  and 
aromas — makes  a  concept 
come  to  life 


PEOPLE  Training  programs, 
operations  manuals,  and 
thoroughly  thought-out  re- 
cipes translate  into  employees 
who  do  the  right  thing 


active  role  in  designing  each  of  the  res- 
taurants. But  he's  also  careful  to  let  oth- 
ers in  on  the  action.  Each  restaurant  is  a 
creation  unto  itself,  with  a  team  of  chefs, 
managers,  designers,  and  artists  who 
concoct  a  "history"  of  the  new  eatery 
to  keep  the  group  focused.  So,  Tucci  Be- 
nucch resembles  an  outdoor  Italian  vil- 
lage cafe,  complete  with  a  pair  of  men's 
drawei's  hanging  from  a  line  overhead, 
while  Tucci  Milan  has  the  sophisticated 
look  of  a  big-city  trattoria. 

Each  restaurant  also  has  its  own  set 
of  partners— often  longtime  Lettuce  em- 
ployees rewarded  with  the  opportunity 
of  ownership.  Partners  share  profits  and 
enjoy  an  internal  market  for  their  shares 
in  case  any  of  them  leaves  or  dies.  Mel- 


For  Melman,  treating  emijloyees  well 
is  simi)ly  good  business.  "If  people  are 
happy  and  able  to  make  a  decent  liv- 
ing, you  can  have  teamwork,"  he  says. 
"That  falls  apart  when  individuals  are 
unha])py."  Perhaps  that  credo  emanates 
from  Melman's  disgruntlement  with  his 
first  boss:  his  father.  Morrie  Melman 
ran  a  populai'  deli-style  restaiu'ant  in 
the  Chicago  suburb  of  Skokie.  As  a  teen- 
ager. Rich  heli)e(l  out  on  weekends  and 
after  school.  He  attended  and  dropi)ed 
out  of  three  colleges,  before  joining  his 
father  full-time.  But  a  few  years  later, 
when  dad  wouldn't  make  him  a  j^artner, 
Melman  struck  out  on  his  own. 

He  got  his  big  break  when  he  teamed 
up  with  local  i-eal  estate  agent  Jerry 
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Orzoff  to  open  R.J.  Grunts  in  lltTl. 
(jrunts,  a  l)urger-and-chili  place,  remains 
Melman's  favorite  restaurant,  in  part 
because  he  met  his  wife  there.  Orzoff, 
who  l)ecame  Melman's  mentor,  died  of  a 
heart  attack  in  1981— but  not  before  the 
pair  started  several  restauriuits  with 
such  names  as  Fritz  That's  It  and  Law- 
I'ence  of  Oregano.  In  1976,  they  bought 
Chicago's  famous  Pump  Room  restau- 
rant, much  to  the  chagrin  of  Chicagoans 
who  thought  it  would  fall  victim  to  an- 
other Melman  theme.  It  didn't.  Melman 
hired  a  renowned  Eur'opean  chef  to  im- 
prove the  menu,  while  keeping  the 
Pump  Room's  classic  ambience  intact. 
Since  then,  his  restaurants  have  run  the 
gamut  fi'om  elegant  to  goofy. 
TOUCHY-FEELY.  Melman  has  had  his  stum- 
bles. He  outright  failed  when  Playboy 
Enterprises  Inc.  hired  him  in  198t)  to 
turn  around  the  ailing  Playboy  Clut)s, 
which  have  since  folded.  Ditto  for  an 
attempt  to  revive  a  bar  and  restaurant 
owned  by  former  Chicago  Bears  quarter- 
back Jim  McMahon.  There's  also  some 
question  as  to  how  well  his  ideas  travel. 
By  1991,  he  had  pushed  Ed  Dei)evic's 
into  six  U.  S.  cities,  inclufling  New  York, 
and  sold  the  restaurants  as  a  package  to 
a  group  of  investors.  Burdened  by  too 
much  debt  and  sagging  interest  in  the 
restaurants'  '50s  decor,  the  minichain 
has  filed  for  bankruptcy. 

Melman's  success  seems  to  come  h'om 
sticking  to  his  basic  formula:  defining 
an  idea  and  as.seml)ling  a  team  to  imple- 
ment it.  And  as  Lettuce  has  grown,  he 
has  done  his  best  to  avoid  the  l)ig-com- 
paiiy  syndrome.  He  doesn't  like  offices 
and  regularly  conducts  business  in  the 
restaurants.  Ai'ound  Chicago,  where  his 
fame  inspired  a  short-lived  TV  sitcom 
called  Jitck  iiiirl  Mike,  Melman  is  known 
for  his  accessibility.  A  high  school  base- 
ball standout,  he's  in  love  with  softball. 
He  both  coaches  and  plays  tin  the  Let- 
tuce softball  team,  which  won  the  1992 
national  Iti-inch  softball  championshi]). 

Melman's  populist  management  phi- 
losophy often  extends  to  the  touchy- 
feely.  He  firmly  believes,  for  instance, 
that  i)sychological  counseling  helps  him 
manage  lietter.  He  has  betni  seeing  a 
jisychotherapist  every  few  months  for 
moi-e  than  25  years,  and,  he  says,  "most 
of  our  key  executives  have  been  in  ther- 
apy." Indeed,  any  of  the  more  than  4,000 
Lettuce  employees  are  entitled  lo  two 
free  therajjy  sessions  if  they  get  di- 
vorced, and  there's  a  fund  employees 
can  apply  to  for  more  extensive  counsel- 
ing In  the  event  insurance  doesn't  cover 
their  needs.  "He's  experimenting.  He 
runs  the  corporation  with  the  same  crea- 
tivity he  puts  in  his  restaurants,"  notes 
Michael  Weinstein,  jiresident  of  New 
York's  Ark  fiestaurants  Corp.  Now.  if 
he  can  only  learn  to  dr'aw. 

Btj  Lois  Thvnkii  in  Cliic(ii/<i 
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A  MITSUKOSHI  BOUTIQUE:  A  BIG  TIFFANY'S  RECOVERY  WILL  DEPEND  ON  A  PICKUP  INii 


WHO  SAID 

DIAMONDS  ARE  FOREVER? 


In  Japan,  Tiffany's  is  hitting  a  far  worse  slowdown  than  it  expc 


At  the  Mitsukoshi  department 
store  in  Tokyo's  Ginza  district, 
working  women  are  apjireciative- 
ly  ogling  the  wares  in  the  Tiffany  bou- 
ti<|ue.  Eri  Nomizu,  a  cosmetics  company 
employee,  owns  a  modest,  silvei-  Tiffany 
bookmark,  but  is  working  on  gi'aduating 
to  a  diamond  ring.  "I  like  the  design  of 
Tiffany's  goods,"  she  says.  Junko  Yama- 
da,  a  27-year-old  employee  at  an  import- 
goods  com])any,  already  has  her  Tiffany 
diamond.  Inspired  by  the  jiopularity  of 
Tiffany  &  Co.  in  .lapan,  she  iiaifl  4()(),000 
yen,  or  S;],:500,  foi-  her  ring  at  a  Tiffany's 
while  in  Los  Angeles.  Says  Yamada:  "No 
other  jewelry  brand  is  as  accepted  by  so 
many  people." 

With  fans  Hke  these,  you'd  expect 
Tiffany's  to  be  booming  in  Japan.  Think 
again:  After  a  glittering  performance 
through  much  of  Jajum's  go-go  19S0s, 
the  tony  U.  S.  jeweler's  Japanese  pros- 
pects suddenly  seem  to  have  turned  into 
paste.  Investors  anticipated  some  slow- 
down as  Ja])anese  consumers  jiulled  back 
on  their  sjiending.  But  Wall  .Sti'eet 
wasn't  prepared  lor  the  news  it  got  late 
in  September:  Tiffany's  announced  that 
sales  to  Mitsukoshi  Ltd.,  which  accounts 
for  \'ii'tually  all  of  the  jeweler's  Japa- 


nese ljusiness,  would  drop  35'  -  i 
to  some  $73  millicm  (chart  i.  i 
shares  slid  two  points,  to  2 ! 
news,  aftei'  peaking  at  58  in  !' 
CAUGHT.  It's  been  a  painful  iw 
Tiffany's  chaii'man,  William  K. 
Tiffany's  has  been  selling  piM'lii 
1972  to  Mitsukoshi,  an  upscali' 
ment-store  chain  with  some  s'; 
in  total  sales.  But  it  was  afu  -' 
led  a  buyout  of  Tiffany's  ii^ 
Products  "inc.  in  1984  that  tli- 
signature  blue  boxes  became 
miliar  sight  to  affluent  Jaiian-. 
l)ers.  Sales  to  Mitsukoshi  rockn 
roughly  S3  niillion  in  1984 
mated  sll;5  million  in  1991.  . 
Tiffany's  total  revenues.  Ann 
who  traveled  to  the  U.  S.  slvn 
ily  at  Tiffany's,  accounting  ! 
the  jeweler's  $45  million  in  i 

So  what  went  wrong?  .Mi 
which  owns  14%  of  Tiffany's,  \\i 
ment,  except  to  say  that  Tili  n 
nets  still  draw  cu.stomers  an' 
well.  But  Chaney,  Tiffany"- 
year-old  chief,  says  a  drop  ,i 
caught  Mitsukoshi  with  moi'i  fi 
inventory  than  it  wanted.  "Tin-' 
like  the  devil,  and  when  saic 
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X'l  wasn't  luriied  off  K>'ii<lually 
"  he  says.  Mitsukoshi  is  facing 
IS  of  its  own.  The  chain  recently 
1  its  first  loss  since  1984. 
impact  of  Mitsukoshi's  decision 
matic.  Slandar-d  &  Poor's  imme- 
changed  its  outlook— to  a  nega- 
e— on  Tiffany's  $100  million  in 
nalysts  (juickly  revised  estimates 
rd.  The  hit  from  Mitsukoshi  will 

a  42%  drop  in  Tiffany's  19<t2 
3,  to  $18  million  on  sales  of  $.502 

says  Amy  Ryan,  an  analyst  at 
:ial  Securities  Inc.  One  encour- 
ign:  Despite  a  deep  recession 
jewelry  retailers,  sales  at  the  14 
ares  should  gi'ow  by  around  9% 
I,  after  falling  1%  last  year, 
s  program  of  opening  new  stores 
irging  old  ones 
improve  U.  S. 
'en  more  next 
3  will  plans  to 
further  in  such 
s  as  Korea  and 

rUFF?  Still,  the 
h  of  Tiffany's 
y  will  depend 

part  on  Japan. 

Seto,  a  retail 

at  the  Nikko 
;h  Center,  be- 
that  Tiffany's 
as  may  run 
than  the  glitcli 

by  a  tempo 
iventory  glut, 
ther  Westei'n 
items  imi)orted 
m  during  the 
riffany's  goods 
napped  up  by 
ly  consumers 
le  name  lost 
)f  its  cachet, 
to.  "Even  teen- 
to  Tiffany's 
t's  become  like 
brand." 

ey  dismisses  all 
overexposure 
n,  noting  that 
's  has  less  than  1%  of  the  S2() 
jewelry  market  there.  Still,  he 
or  as  much  as  3%.  "The  jewelry 
3  there  is  as  big  as  in  the  U.  S., 
have  a  fantastic  name,"  he  says. 
'  jewelers  such  as  Cartier  Inc. 
m  Asprey  are  making  inroads, 
f  are  hurting,  too.  "Our  ljusiness 
en  off  25%  in  Japan,"  says  Ed- 
"•een,  president  of  Asprey  U.  S. 
te  hard  times,  Chaney  is  pushing 
ase  Tiffany's  presence  in  Japan, 
ve  that  will  lessen  the  company's 
mce  on  Mitsukoshi,  he  expects 
new  boutiques  in  hotels,  as  well 
00-to-10,000-sciuare-foot  store  in 
1  1994.  How  that  will  affect  rela- 


CHANIY 
STILL  WANTS 
TO  IXPAND 
IN  JAPAN 


tions  with  Mitsukoshi  is  unclear,  but 
Chaney  says  the  retailer  will  play  some 
role  in  setting  u])  the  stores. , 

I!ack  in  the  IJ.  S.,  Chaney  has  to  .staiv 
down  the  challenge  posed  by  bargain- 
loving  consumers.  Part  of  his  approach  is 
to  dispr-ove  the  notion  that  Tiffany's  only 
l)i-ovides  bibelots  foi'  the  rich.  He  is 
(piick  to  i)oint  out  that  the  average 
Tiffany's  transaction  is  under  $200.  To 
get  the  word  ovit,  he  has  increased 
Tiffany's  adverlising  l)udget  from  $fi  mil- 
lion in  1986  to  $18  million  this  year, 
about  3.5%  of  sales.  Chaney  plans  to  in- 
cr'ease  ad  spending  further  to  as  much 
as  4%^  of  sales. 

BYE^YE  GLITZ.  The  new  campaign  stress- 
es that  a  Tiffany  diamond  solitaii'e  en- 
gagement ring  starts  at  a  mere  $850. 

Says  one  tag  line: 
"For  less  than  you 
may  have  l)elieved,  a 
Tiffany  diamond  is 
more  than  you  ever 
imagined."  The  compa- 
ny is  also  publicizing 
its  free  Tiffany-blue 
booklet  entitled  How 
to  Buy  a  Diamond. 
The  result:  Chaney 
says  sales  of  diamond 
engagement  rings 
have  increased  more 
than  30%  this  year. 

Tiffany's  annual  re- 
port also  reflects  the 
good-bye-to-glitz  tone 
it  wants  to  adopt. 
While  the  cover  of  the 
1990  report  depicted  a 
dazzling  diamond-and- 
gold  necklace,  the  1991 
report  shf)ws  a  solier 
gray-and-white  ijhoto 
of  the  entrance  to 
Tiffany's  Palm  Beach 
store.  Apart  from  two 
blurry  photos  of  a 
ring  and  necklace  in- 
sifle,  you'd  never 
know  Tiffany's  was  in 
the  bijoux  laisiness. 
Of  course,  that's 
still  Tiffany's  trade.  Even  in  an  age  of 
consumer  retrenchment,  Chaney  pre- 
dicts Tiffany's  sales  will  increase  by  15% 
and  profits  will  jump  by  20%  in  1993. 
And  some  investors  agree  that  the 
Tiffany's  name  carries  enough  cachet  to 
produce  the  sterling  results  he  hopes 
for.  Sure,  Tiffany's  has  its  problems, 
says  Jeff  Cardon,  a  partner  at  Utah- 
based  Wasatch  Advisors,  which  owns 
110,000  shares  of  Tiffany  stock.  "But 
that  doesn't  mean  something  is  funda- 
mentally wrong.  If  someone  gets  a 
Tiffany's  l)ox,  they're  not  going  to  say, 
'This  is  the  Nineties.  I  don't  want  this." " 
Bii  Laura  Zinn  in  New  York  and  Hiro- 
ini  IJchida  i)i  Tokyo 


EOF  THE 
BIGGEST  BUSINESS 
DEALS  IN  AMERICA^ 
WERE  CLOSED  At 
THE  WALDORF 


THIS  MORNING. 

In  The  Metropolis  Of 
Capitalism.  On  The  Street 
Of  Dreams,  Big  Deals  Are 
Made  On  A  Daily  Basis.  Big 
Because  They're  Your  Deals. 
And  Because  Nobody  Does 
Business  Like  The  Waldorf 


301  PARK  AVENUE,  NEW  YORK,  NY  10022 
(212)  355-3000 


attractive  corporate  rates  available 

FOR  reservations  AND  INFORMATION, 
call  your  professional  TRAVEL  AGENT 
OR  1-800-HILTONS. 

O®  Monlblonc®  Meisterstiitk® 
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The  first  computer  to  understand  you  don  t  just  have  a  joh.  You  have  i 


Something  tundaiiiontal  has  chaiiirrd  in  Anier- 
ica.  Now  its  not  just  tlic  hvinj^  you  make,  its  tlio 
hte  you  make.  You  want  to  enjoy  the  things  youVe 
supposedly  working  for.  \our  family.  Your  liome. 
\burself. 

At  IBM,  we  know  balaneino;  your  joh  with  the 
rest  of  your  hfe  isn't  easy.  I  liats  why  we  created  the 
IBM  PS/i.  A  line  of  computers  designed  to  help  you 
do  office  work  at  home  or  run  a  small  business,  so 
you  can  be  with  the  people  you  care  about  most.  And 
if  (hos<"  people  are  kids,  the  PS/1  can  help  with  their 
homework,  too. 

We  also  know  you'd  like  to  improye  the  quality 
of  your  life  without  compromising  on  the  quality 
of  your  computer.  So  while  our  new  PS/ Is  are 


j)riced  to  compete  with  the  most  affordable 
computers  around,  they  offer  a  lot  more.  Like  In 
IBM  compatibility.  More  power  than  many  of  lii 
computers,  with  room  to  expand.  Built-in 
soltware — including  Windows'"  or  OS/2' — and 
the  ability  to  run  other  popular  business  and  <  i 
cational  software.  Not  to  mention  IBM  reliabih 
support  and  service.  And  no  computers  easier 
up  and  use. 

You  may  need  more  than  a  perfectly  bai. 
computer  to  find  your  own  perfect  balance.  l>i 
knows?  You  might  just  do  your  best  work  with  - 
one  looking  oyer  your  shoulder.       —        —  : 

For  a  PS/I  retailer  near  you,  Z  :* 
call  I  800  IBM- 3377.  ======' 


IBM,  PS/1  and  OS/2  are  registered  trademarks  of  International  Business  Machines  Corporation  Windows  is  a  trademark  ot  Microsoft  Corporation  c;  1992  IBM  Corp 


rocKET 

SCIENCE 

WELCOME  TO  THE  FUTURE  OF  FINANCE 


eural  networks.  Genetic  algorithms. 
L  I  Chaos  theory.  Fractals.  Expert  systems. 
I  Mention  those  terms  to  Wall 
^1  Streeters,  and  most  will  likely 
^  think  you're  talking 
it  some  high-tech  initial  public 
-ings.  In  fact,  they  are  new 
juter  tools  that  could  have  a 
anging  impact  on  the  Street 
finance  generally, 
le  computer  is  no  stranger  to 
ice,  of  course.  For  at  least  a  software  a  cfo 
de,  so-called  rocket  scientists  Page  132 
quants  have  greatly  influenced  trading,  corpo- 
finance,  investment  management,  and  securities 
ysis.  Yet  for  the  most  part,  their  work  has  con- 
sisted of  raw  number-crunching 
that  vastly  sped  up  existing 
\  /l^n  methods  of  analysis. 
'  f '  '  Jr  What  might  be  termed  the 

New  Rocket  Science  is  a  quan- 
tum leap  forward.  Although  its 
jargon  may  seem  abstract,  the 
New  Rocket  Science  is  much 
more  grounded  in  the  real 
world — that  is,  in  the  way  people 
generally  think  and  the  way  the 
natural  world  looks  and  func- 
tions. Expert  systems,  neural 
networks,  and  genetic  algo- 
rithms seek  to  embody  human 
rtise  and  to  mimic  human  thought  processes. 
IS  theory  and  fractals  help  explain  configu- 
ns  such  as  clouds,  coastlines,  and  securities  mar- 
all  phenomena  that  rocket  scientists  have 
ed  "nonlinear." 


IE  NEURAL 
rORKS  ARE 
AT  WORK 

136 


The  New  Rocket  Science  got  its  start 
with  the  artificial-intelligence  craze 
of  the  early  1980s.  Yet  grandiose 
promises  of  a  problem-solving  "ex- 
pert in  a  box"  proved  illusory. 
Now,  AI  is  coming  back  in  new 
guises.  To  operate  effectively, 
AI  proponents  have  learned, 
programs  require  complex  and 
subtle  interactions  between 
machine  and  humans,  with  each 
teaching  and  learning  from  the 
other. 

Expert  systems  using  AI  are  now  quietly  but 
swiftly  proliferating  throughout  the  financial  world, 
and  they  are  being  increasingly  used  for  such  activi- 
ties as  forecasting,  credit  evaluation,  and  market 
analysis.  Expert  systems,  say  users,  permit  faster, 
more  systematic,  more  informed  decision-making. 
Chaos  theory  is  more  on  the  fringes,  more  talked 
about  than  used.  But  proponents  of  the  theory  insist 
that  through  its  radically  different  view  of  the  mar- 
kets it  could  eventually  overhaul  the  conventional 
wisdom  of  investment 
management. 

A  generous  dollop  of 
skepticism  is  advisable, 
of  course.  The  boundary 
between  rocket  science 
and  science  fiction  is  not 
always  clear.  What  is 
clear,  however,  is  that 
the  days  of  the  Hewlett- 
Packard  calculator  and 
the  simple  spreadsheet 
are  gone  forever. 


CHAOS  HITS  WALL  STREET 
—THE  THEORY,  THAT  IS 

Page  138 


■RT 
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SOFTWARE  EVEN 
A  CFO  COULD  lOVE 


'SMART'  COMPUTERS 
ARE  STARTING  TO 
HELP  EXECUTIVES 
PLOT  STRATEGY 


The  computer,  that  brilliant  fool  of 
modern  times,  is  gaining  a  mea- 
sure of  street  savvy — and  that's 
sparking  fresh  interest  among  high-level 
corporate  finance  types.  Chief  financial 
officers  long  relegated  the  computer  to 
the  back  office,  where  it  mindlessly 
crunched  numbers  for  routine  matters 
such  as  customer  billing.  But  now  it  can 
function  as  a  strategic  planning  tool  and 
all-round  financial  adviser,  making  it 
suddenly  welcome  in  the  corporate  suite. 
There  is  new  software  available  that 
permits  the  computer  to  mimic  human 
reasoning — and  in  a  user-friendly  fash- 
ion acceptable  to  even  the  most  hard- 
ened Luddite  in  the  front  office. 

CFOs  are  increasingly  benefiting  from 
the  computer's  ability  to  offer  predic- 
tions, spot  trends  and  trouble  spots,  and 
present  options.  Want  to  know  the 
cheapest  way  to  ship  goods — this  week 
and  next  June?  Or  where  the  waste  is 
that  keeps  cash  flow  subpar?  Or  what 
capital  spending  makes  sense  strategi- 
cally? Or  what's  the  best  employee 
stock-ownership  plan? 
'GREAT  SHORTCUT.'  While  only  a  handful 
of  companies  are  currently  taking  ad- 
vantage of  the  software,  the  list  is  grow- 
ing. "You're  seeing  this  intelligence  be- 
ginning to  creep  into  all  kinds  of 
applications  in  the  financial  area,"  says 
Charles  A.  Christy,  senior  consultant 
with  Arthur  D.  Little  Inc.,  a  Boston  con- 


sulting firm.  Most  users  are  large  corpo- 
rations that  need  to  track  vast  revenue 
flows  and  international  currency  fluctua- 
tions, such  as  AT&T,  Du  Pont,  Lockheed, 
Sears,  and  Xerox.  Other,  smaller  users, 
such  as  Mrs.  Fields  Cookies  Inc.,  find 
getting  into  this  realm  easy  because 
it's  not  expensive.  The  cost  to  set 
up  a  system  at  a  small  outfit  is 
about  $200,000. 

True,  a  machine  isn't  about  to 
replace  the  CFO.  And  no  one  is 
suggesting  that  a  cybernetic  brain 
will  be  making  any  final  decisions 
for  people.  The  day  when  a  com- 
puter will  actually  think,  like  the 
nefarious  Skynet  in  the  Termina- 
tor movies,  is  far  off.  Today's  "ar- 
tificial intelligence"  has  several 
more  modest  variants  that  differ 
by  degree  of  sophistication  (table). 
Each  promises  quick  and  accurate 
sifting  of  data  to  find  patterns 
that  CFOs  can  act  on,  saving  them 
time  and  headaches.  "This  is  a 
great  shortcut,"  says  Randall  K. 
Fields,  until  recently  Mrs.  Fields's 
CFO  and  now  the  cookie  retailer's 
computer  honcho. 

Building  bona  fide  wisdom  into 
an  electronic  box  is  quite  an  ad- 
vance, first  commercialized  in  the 
early  1980s  with  methods  devel- 
oped at  Stanford,  Carnegie-Mel- 
lon, and  Massachusetts  Institute 
of  Technology.  Until  then,  the 
only  strategic  role  for  computers 
was  rapidly  calculating  numbers, 
retrieving  information,  and  sort- 
ing and  ranking  data.  Although 
that  spadework  was  helpful — an 
army  of  clerks  would  need  weeks 
to  do  it — executives  still  had  to 
figure  out  what  all  the  facts 
meant  and  how  to  use  them.  Says 


A  NEW  AGE 
GLOSSARY 


ARTIFICIAL 
INTELLIGENCE 

Software  systems  that  at- 
tempt to  replicate  aspects 
of  human  intelligence. 
Term  has  fallen  into  disuse 
because  early  Al  systems 
did  not  live  up  to  their 
promise 


EXPERT  SYSTEM 

A  computerized  decision- 
making technique  that 
embodies  knowledge 
gleaned  from  experts.  It 
helps  users  sort  out  a  blur 
of  factors  and  choose  the 
right  option.  Examples: 
forecasting,  valuation 
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I  D.  Mclnvale,  CFO  of  New  Or- 
)ased  Entergy  Corp.,  an  electric- 
holdinjj  company:  "One  of  the 
igs  of  the  Information  Age  is  that 
ive  a  lot  of  data.  One  of  the  curse.s 
:  you  have  a  lot  of  data." 
new  software  gives  the  computer 
ent.  In  Corporate  America,  the 
)opular  and  user-friendly  artificial- 
^ence  technique  is  the  "expert  sys- 
which  injects  the  experience  of 


seasoned  experts — rules  of  thumb  and 
tricks  of  the  trade  as  well  as  knowl- 
edge— into  the  soulless  circuits.  This 
technology  winnows  out  irrelevant  fac- 
tors and  arrives  at  practical  alternatives. 
Says  Patrick  Perez,  chairman  of  soft- 
ware maker  Neuron  Data  Inc.  in  Palo 
Alto,  Calif.:  "Without  expert-system 
help,  you  cannot  filter  out  the  complex- 
ity." Using  the  past  as  a  guide,  such 
programs  can  deal  with  the  avalanche  of 
minor  decisions  that  exec- 
utives make  daily.  More 
advanced  systems,  such 
as  neural  networks,  can 
earn  by  themselves  from 
their  mistakes.  When 
the  computer  projects 
a  10'''  |)rofit  gain  and 
the  results  come  in  at 
5'a  because  of  an  un- 
foreseen slump  in 
product  demand,  the 
computer  learns 
from  that  and  re- 
members next  time. 

These  smart  pro- 
grams behave  like  a 
patient  and  polite  aide.  "They  don't 
respond  with:  'Here's  the  answer, 
and  the  answer's  no,'  "  says  Arthur 
D.  Little's  Christy.  The  computer, 
he  says,  "will  tell  you  what  it  .saw, 
suggest  how  to  solve  a  problem, 
and  i)oint  out  the  reasons  it  is  sug- 
gesting this." 

BROKEN  PROMISES.  Artificial  intelli- 
gence, however,  has  suffered  a 
rocky  beginning  during  its  almost 
10  years  of  commercial  availability. 
Many  of  the  early  AI  software 
houses  went  out  of  business,  about 
20  of  them  around  Boston  alone.  In 
fact,  the  term  "artificial  intelli- 
gence"— an  umbrella  expression  for 
exj)ert  systems,  neural  nets,  and 
other  techniques — has  fallen  into 
disrepute  and  is  seldom  heard  any- 
more. Early  users  found  that  the 
software  was  overly  expensive  and, 
worse,  often  promised  to  deliver  far 
more  than  it  really  did. 

What's  more,  the  technology 
scared  a  lot  of  CFOs,  who  are  accus- 
tomed to  having  information 
brought  to  them,  not  calling  it  up 


The  systems  first 
won  converts 
among  financial 
companies  that 
grapple 

with  mammoth 
transaction 
volumes 


themselves — a  problem  that  persists,  de- 
spite more  accessible  formats.  Says  Nan- 
cy Martin,  a  Coopers  &  Lybrand  part- 
ner: "Walk  into  the  office  of  a  typical 
CFO,  and  you  won't  see  a  com|)uter  any- 
where." This  has  a  political  dimension, 
too:  The  CFO,  who  usually  prides  himself 
on  knowing  everything  that's  going  on, 
has  a  tough  time  working  with  the  com- 
puter jocks  who  oversee  the  system. 
They  "sit  in  his  office,  using  terms  that 
he  doesn't  understand, 
and  make  him  feel  stu- 
pid," says  one  corporate 
financial  official. 

The  systems  won  their 
first  converts  among 
financial  companies — 
banks,  insurers,  broker- 
ages— which  must  grap- 
ple with  mammoth  trans- 
action volumes.  They 
focus  more  on  the  front- 
line operations  than  high- 
level  strategizing.  They 
are  employed  by  banks  to 
evaluate  loans,  insurance 
companies  to  underwrite 
policies,  and  brokerages  to  plan  clients' 
portfolios  and  trade  issues. 

American  Express  Co.,  for  instance, 
has  installed  expert  systems  to  help  its 
legions  of  credit  authorizers,  who  sit  at 
computer  terminals  and  decide  whether 
to  0.  K.  a  charge.  That's  a  crucial  func- 
tion at  AmEx,  which  has  no  credit  limits 
on  its  cards.  Before  the  new  technology 
kicked  in,  an  authorizer  would  look  at  as 
many  as  16  screens  of  data  per  custom- 
er. The  company  felt  this  was  cumber- 
some and  that  too  many  bad  calls  were 
made.  So  AmEx  distilled  the  knowledge 
of  its  best  authorizers  into  a  program 
that  speeds  up  and  sharpens  the  process. 
SIMPLE  SOFTWARE.  While  nonfinancial 
companies  are  taking  longer  to  appreci- 
ate the  virtues  of  .AI,  they  are  coming 
around.  A  big  obstacle  has  been  that 
programmers  had  a  rough  time  writing 
good  software  for  corporate  finance. 
Reason:  Different  industries  and  even 
individual  companies  have  unique  cir- 
cumstances. A  bank  loan  applicant  can 
be  judged  by  a  fixed  set  of  variables;  a 
corporate  income  forecast,  on  the  other 
hand,  has  far  more  unknowns  to  contend 


NEURAL  NETWORK 

A  more  sophisticated  sys- 
tem that  tries  to  mimic  hu- 
man brain  processes  and 
learns  from  mistakes  it 
mokes.  Used  for  predict- 
ing such  things  as  market 
price  movement  and  lend- 
ing risk 


CHAOS  THEORY 

Holds  that  seemingly  ran- 
dom events,  such  as  stock 
prices,  actually  have  pat- 
terns that  canny  computer 
programs  con  detect. 
Used  to  analyze  the  be- 
havior of  securities 
markets 


GENETIC  ALGORITHM 

A  problem-solving  tech- 
nique useful  in  identifying 
and  handling  anomalies. 
Bowing  to  Charles  Dar- 
win, outcomes  judged  un- 
fit do  not  survive  to  re- 
main in  program 
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with,  such  as  the  strengtli  of  fivals'  mar- 
keting drives. 

Lately,  thuugh,  a  myriad  of  software 
is  on  the  market  to  handle  the  entire 
spectrum  of  business.  Digital  Equipment 
Corp.,  for  example,  has  a  special  system 
that  follows  the  23  steps  of  selling  a 
machine,  from  accepting  an  order  to  re- 
ceiving customer  pay- 
ment. Before  DEC  had 
to  wait  a  while  between 
shipping  the  product  and 
recognizing  the  revenue. 
Late  payers  and  non- 
payers  always  made 
booking  revenue  tricky. 
These  days,  liF.c  knows  in 
a  flash  what  its  actual 
likely  receipts  will  be. 

The  growing  power 
and  user-friendliness  of 
PCs  nowadays  is  allowing 
the  technologically  be- 
nighted to  partake  of 
their  wonders.  Software 
is  much  less  intimidating  and,  unlike  ear- 
ly M,  doesn't  flaunt  its  expertise.  Pro- 
grams now  can  walk  executives  through 
many  complex  operations  that  formerly 
recjuired  all  sorts  of  abstruse  commands. 
"The  program  does  most  of  the  work," 
says  David  Fein,  vice-president  of  San 
Diego's  ValuSource  Inc.  software  com- 
pany. The  labor-saving  aspect  of  comput- 
ers shines  brighter  in  the  present  era  of 
corporate  downsizing,  when  fewer  peo- 
ple are  on  hand  in  headquarters  to  ana- 


Programs  now 
can  walk 
executives 
through  complex 
operations  that 
had  required  all 
sorts  of  abstruse 
commands 


lyze  data.  Says  Jim  Garnard,  ceo  of 
Trinsic  Corp.,  a  software  producer: 
"They  have  to  do  more  with  less." 

Changes  in  corporate  structure  have 
made  Ai  more  acceptable  as  well.  The 
steadily  growing  presence  of  computers 
has  forced  many  companies  to  name 
chief  information  officers,  who  often  ai'e 
on  the  same  level  as 
CFOs.  This  brings  com- 
puters "out  from  under 
a  very  conservative 
drudge,"  like  the  often 
tech-loathing  CFO,  says 
Arthur  D.  Little's  Chris- 
ty. Plus,  computerized 
consulting  firms  have 
arisen  to  help  out  corpo- 
rate clients,  such  as  Dal- 
las' Cost  Containment 
Marketing  Group  Inc., 
which  assays  values  of 
closely  held  companies  up 
for  sale.  ValuSource  soft- 
ware, says  Cost  Contain- 
Doug  E.  Childress,  helps 
a  report  on  a  company  by 
"automatically  pulling  out  numbers  and 
then  throwing  them  into  the  text." 

Companies  that  do  the  job  themselves 
find  that  the  saving  in  time  and  money 
is  the  most  immediate  payoff.  "You 
can't  wait  two  weeks  to  say  we'll  figure 
out  how  to  do  something,"  says  Eliza- 
beth Jennings,  CFO  of  Kerr  Steamship 
Co.  in  Cranford,  N.J.  "If  we  didn't  have 
the  system,  we  would  have  to  triple  our 


ment 
churn 


CPO 

out 


'One  of  the 
blessings  of  the 
Information  Age 
is  that  you  have  a 
lot  of  data.  And 
one  of  the  curses 
is  that  you  have  a 
lot  of  data' 

GERALD  D.  MclNVALE 

Entergy  Corp. 


staff."  One  way  Kerr  uses  exp' 
tems  is  to  discover  the  cheape.^' 
of  transporting  inland  cargo.  R;ii 
routes  are  built  into  the  compulrr 
calculates  the  best  itinerary,  mii'' 
telephone  network  with  automai 
ing.  Rail  rates  get  updated  daily. 
Kerr  staffers  had  to  spend 
amounts  of  time  hunched  over  m 
calculators  in  hand. 

Freed  of  this  deadeinn 
work,   managers  can  nui 
best  use  of  their  minds,  d 
at  a  glance  what  to  do  ii' 
trict  managers   for  Mr- 
used  to  take  4'/2  hours 
gather  all  the  numbers  f)"! 
gle  cookie  outlet.  With  10  si 
a  typical  district,  that  irn 
hours  each  week.  Now,  tln' 
ny's  central  office  gather^ 
data,  and  district  manage 
spend  more  time  at  thr 
"The  highest  and  best  use  > 
nology  is  to  get  people 
with  people,"  says  Randall 
"We're  trying  to  get  all  tli' 
functions  obliterated." 
FARSiGHTED.  The  expert 
helps  Park  City  (Utah)-ba- 
Fields  cut  down  on  ernu'- 
800  stores,  the  company  ha- 
challenge  keeping  track  ol 
leidoscope  of  ever  changini: 
expenses.  Not  only  are  lea 
piring  all  the  time,  but  out  I' 
ther  complicate  the  picti 
renting  extra  storage  spaci 
by.  The  potential  for  bai 
could  drive  an  accountant 
the  software  weren't  then 
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'You  can't  wait 
two  weeks  to  say 
we'll  figure  out 
how  to  do 
something.  If  we 
didn't  have  the 
system,  we  would 
have  to  triple  our 
stalf 


ELIZABETH  C.  JENNINGS 

Kerr  Steamship  Co. 


p.  When  someone  enters  the 
lumber  for  a  store,  the  computer 
t  the  mistake.  "The  expert  sys- 
1  check  each  lease,"  says  Fields, 
uters  make  financial  planning 
lore  flexible  than  before.  Take 
Horp.  Until  two  years  ago,  the 
giant's  seven-member  sales- 
;ing  team  used  a  hodgepodge  of 
5  to  do  their  work,  ranging  from 
and  paper  to  computer 
heets.  They  started  on  the 
recast  in  mid-1990.  Now, 
using  an  expert  system, 
^ave  them  the  luxury  of 
until  October  to  start  on 
3  plan.  "V/e're  trading  in- 
Dn  electronically,  instead  of 
around  pieces  of  graph  pa- 
.ys  Thomas  F.  Applebee,  a 
;  team  member, 
lew  system  lets  Xerox  pro- 
■ee  years  out;  previously, 
)cast  team  could  only  man- 
'  next  12  months.  And  it 
tly  analyzes  actual  results 
the  forecast,  updating  it. 
,  the  time  saved  allows  the 
earn  to  consider  how  fac- 
tside  their  own  company 
ffect  it,  such  as  inflation  or 
erformances.  Elsewhere  in 
pany,  expert  systems  give 
on  marketing:  how  new 
!  move  vs.  older  ones,  how 
luctions  will  impact  sales, 
mpensation  changes  can 
lotivate  salespeople, 
ig  these  programs  is  far 
■sy.  Xerox  has  spent  the 
r  working  on  one  aimed  at 


giving  local  sales  man- 
agers a  profit  analysis 
for  each  deal.  Since  the 
deals  can  be  as  individ- 
ualized as  snowflakes — 
depending  on  service 
contracts,  purchase  fi- 
nancings, supplies,  and 
the  like — a  manager  in 
the  field  might  not  know 
at  once  just  how  much 
he  is  reaping  on  one. 
'LESS  FUSS.'  Widespread 
computerization  cuts  in 
two  directions.  The  head 
office  knows  much  fast- 
er what's  happening  in 
the  field.  But  the  field 
also  can  quickly  find  out 
the  hot  skinny  company- 
wide.  Mrs.  Fields's 
Fields  muses  that  this 
has  cost  top  executives 
some  power.  As  CFO,  he 
says,  time  was  when  he 
could  tell  a  subordinate 
in  another  state:  "I 
know  things  about  the  business  that  you 
couldn't  possibly  know."  Nevertheless, 
Fields  applauds  the  power  shift  because 
the  rank  and  file  now  can  respond  in  an 
instant.  If  a  problem  crops  up,  he  says, 
"they're  probably  in  motion  about  the 
same  time  as  I'm  finding  out."  Freedom 
from  daily  minutiae,  he  adds,  could 
change  the  role  of  the  CFO,  making  it 
less  tactical  and  more  strategic. 


Although  the  computer  may  empower 
subordinates,  that  doesn't  mean  that 
they  are  free  to  run  amok.  Lockheed 
Corp.  has  a  program  that  ensures  that 
company  procurement  procedures  are 
followed  to  the  letter.  Scientists  at  Lock- 
heed's research  and  development  facility 
in  Palo  Alto  don't  have  to  submit  forms 
through  the  bureaucracy  to  order  mate- 
rial for  their  experiments;  they  can  do 
this  right  on  their  computer  screens.  But 
the  program  has  a  safeguard:  It  assists 
the  scientists  in  filling  out  orders,  walk- 
ing them  through  all  the  different  cod- 
ing so  they  don't  charge,  say,  industrial 
coolant  to  the  wrong  account.  Good 
thing.  "We've  got  lots  of  projects  going 
at  any  one  time,"  says  Harold  D.  Leis- 
ter, head  of  material  services  at  the  Palo 
Alto  facility. 

Computer  enthusiasts  see  limitless 
possibilities  for  Entergy  employs 
computers  to  monitor  cash  flow  and 
oversee  travel  and  expense  accounts. 
Next,  the  utility  concern's  Mclnvale 
says,  Entergy  will  install  programs  for 
maintenance  scheduling  on  its  nuclear 
plants  and  for  authorizing  capital  spJ:' t- 
ing.  Ending  the  mind-numbing  complex- 
ity that  goes  with  those  tasks,  he  says, 
will  "let  employees  do  their  jobs  better 
with  a  little  less  fuss."  Artificial  intelli- 
gence, built  in  the  image  of  its  creator, 
is  a  worthy  servant  indeed. 

By  Larry  Light,  ivith  Chris  Welles, 
Suzanne  Woolley.  and  Leah  Nathans  Spiro 
in  New  York 


'The  highest  and 
best  use  of 
technology  is  to 
get  people 
dealing  with 
people.  We're 
trying  to  get  all 
the  paper 
functions 
obliterated' 

RANDALL  K.  FIELDS 

Mrs.  Fields  Cookies  Inc. 
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WHERE  NEURAL  NETWORKS 
ARE  ALREADY  AT  WORK 


PUTTING  AI  TO 
WORK  IN  THE 
MARKETS 


I)}  the  world  of  fhioncc,  anything  that 
provides  even  a  slight  edge  over  rivals 
can  mean  millions  in  extra  profits.  So 
investment  pros  are  turning  to  gurus 
offering  exotic  computer  technologies 
such  as  neural  networks  and  genetic 
algorith)ns.  The  following  stories  show 
hoir  some  big  Wall  Street  firms  and 
smalt-time  investors  are  exploring  and 
sotnetimes  adopting  cutting-edge  arti- 
ficial-intelligence techniques,  many  of 
which  have  proven  their  mettle  in  such 
fields  as  aerospace  and  gambling. 


FROM  AEROSPACE 
TO  ROCKET  SCIENCE 


ThrouKli  niuch  of  the  1980s,  Troy 
Nolen  helped  create  top-secret 
military  software.  Hired  by  a  ma- 
jor defense  contractor,  he  worked  on  Air 
Force  programs  for  guiding  the  flight 
and  battle  patterns  of  the  YF-22  fighter. 
The  software,  running  on  five  on-board 


computers,  had  to  make  split-second  de- 
cisions based  on  data  from  ground  sta- 
tions, radar,  and  other  sources.  Plus  it 
had  to  jiredict  what  the  enemy  planes 
would  do,  guiding  the  jet's  actions 
accordingly. 

These  days,  Nolen,  48,  applies  what  he 
did  for  the  military  to  the  world  of  fi- 
nance. The  head  of  his  own  consulting 
firm.  New  Hampshire-based  Norad  Inc., 
he  spends  weekdays  commuting  from  a 
houseboat  in  New  Jersey  to  the  Wall 
Street  offices  of  Merrill  Lynch  &  Co.  His 
assignment:  Develop  a  system  to  accu- 
rately set  daily  prices  for  more  than 
1  million  corporate  bonds.  Merrill  needs 
to  determine  current  trading  values  for 
all  of  those  bonds  every  business  day 
between  4  p.m.  and  o  p.m.  Like  the 
YF-22's  software,  the  bond-pricing 
system  must  sift  through  reams  of 
data  from  many  sources  and  make 
swift  judgments.  "It's  the  same  type 
of  problem,"  Nolen  says.  "Only  in- 
stead of  pilots,  we  have  bond  traders." 
Software  has  long 
played  a  big  role  on 
Wall  Street.  Until  re- 
cently, however,  com- 
puters were  used 
mainly  to  crunch  num- 
liers.  At  the  big  bro- 
kerage houses,  the 
chief  technologists, 
known  as  rocket  scien- 
tists or  quants,  are 
crack  mathematicians. 
They  know  how  to  de- 
rive equations  for  set- 
ting bond  prices  or 
predicting  market  per- 
formance. But  using 
those  techniques  in 
isolation  is  "the  old 
way,"  says  Tom  Mur- 
phy, the  Merrill  vice- 
president  who  hired 
Nolen.  A  new  breed  of 
rocket  scientists  is 
adding  artificial-intelli- 
gence methods  for 
much  smarter  and 
more  precise  ways  of 
predicting  the  market. 

Perhaps  the  most 
accepted  of  these  new 
techniques  is  so-called 
neural  networks.  No- 
len is  building  a  neu- 


ral net  that  runs  on  a  parallel-)  o 
computer — one  that  uses  may 
processor  "brains"  to  attack  a' 
Modeled  after  the  complex  pai 
the  human  nervous  system, 
search  for  patterns  in  vast  si 
data.  For  instance,  the  siifi 
comb  through  information  on  I 
tain  bond  has  performed  In 
then  take  a  look  at  economir 
plus  the  fluctuations  of  bar(iin( 
such  as  U.  S.  Treasury  bills.  ( 
it  learns  how  different  combin;j 
likely  to  affect  each  bond's  va  > 
SURVIVAL.  Nolen  is  most  excu. 
technique  called  genetic  algor  ; 
in  a  Darwinian  universe  where  ) 
fit  survive,  such  software  pnn  i : 
ject  formulas  that  don't  woi  l 
the  .system  in  the  right  direcu 
used  in  bond-pricing  models,  ,\ 
pares  such  algorithms  to  survii 
anisms  in  the  body.  "Only  the  j)i 
live,"  he  says.  Merrill's  Murphyi 
ing  on  Nolen  to  add  this  technidi 


Much  as  the  human  body's  survival 
mechanism  lets  'only  the  good  cells  liv 
technique  known  as  genetic  algorithn 
rejects  formulas  that  don't  work 


TROY  NOLEN 

Norad  Inc. 
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net.  "If  you  (lon'L  use  all  these 
ues  together,"  he  says,  "you 
et  the  right  answers." 
ill  is  not  alone.  Shearson  Lehman 
rs  Inc.  has  been  training  its  own 
net  to  help  its  traders  forecast 
patterns.  A  decade's  worth  of 
!al  data  was  used  in  the  software, 
[•ee  years  now,  the  program  has 
lanaging  its  own  small  portfolio, 
he  software  can  "learn"  from  its 
js,  it  gets  better  over  time:  The 
2ar,  it  lost  money,  but  it  broke 
the  second  and  turned  a  profit  in 
•d,  says  Stephen  P.  Gott,  Leh- 
ihief  technology  officer, 
next  challenge  at  Lehman  is  to 
s  to  understand  not  just  numbers 
3  the  significance  of  news  stories, 
an  English-language-recognition 
,  neural  nets  are  being  trained  to 
nancial  news  stories  and  decide 
ley  affect  different  investments. 
;tance,  if  the  President  makes  a 
jnt  on  the  budget  deficit  or  the 
ts  interest  rates,  what  will  that 
0  the  price  of  IBM?  "We  haven't 
■t  licked  yet,"  Gott  admits, 
ct,  these  software  techniques  are 
perimental.  At  Merrill,  the  new 
'icing  system  isn't  scheduled  to 
until  November.  The  only  telltale 
at  any  of  this  software  is  begin- 
)  rake  in  big  money  will  come 
;he  people  creating  and  using  it 
p.  It's  kind  of  like  military  se- 
^olen  says.  "People  who  are  hav- 
icess  don't  want  anyone  else  to 
,bout  it." 


M  0TB  TO  OTC, 
INNING  RECORD 


■  urray  Ruggiero  claims  to  have 
put  himself  through  college  by 
.  betting  the  horses.  As  a  student 
;hern  Connecticut  State  Universi- 
put  his  money  down  at  off-track 
parlors  four  nights  a  week.  His 
as  not  to  win  big  on  long  shots 
devise  ways  to  consistently  spot 
ts  that  would  provide  modest  re- 
His  all-time  favorite:   a  horse 
Doc  Fella,  which  ran  in  the  mon- 
50  races  in  a  row.  Instead  of 
to  win,  Ruggiero  would  bet  the 
0  show.  For  a  year,  it  was  close 
"e  thing,  and  Ruggiero  would  col- 
)ut  $L20  for  every  dollar  he  wa- 
fer a  return  of  20%. 

computer  science  major,  Rug- 
ised  what  he  was  learning  in 
.0  figure  out  how  to  improve  his 
winning.  He  developed  a  crude 
;ystem  program  that  ruled  out 
that  couldn't  win,  based  on  past 
lance  and  other  data.  The  pro- 
icluded  rules  such  as:  "If  a  trot- 
^th  less  than  $20,000  doesn't  race 


in  more  than  a  month,  it  cannot  win." 
Later  on,  he  devised  a  neural  network 
program  called  Dr.  Trot  that  was  able  to 
predict  winners  in  389^  of  races,  he 
claims,  as  compared  with  307'  for  most 
professional  handicappers. 
BLOODHOUND.  In  1988,  Ruggiero  co- 
i'i)Uii(l('(l  a  New  Haven  software  compa- 
ny called  Promised  Land  Technologies 
Inc.  With  his  days  at  the  races  behind 
him,  the  ambitious  29-year-old's  tiny 
startup  is  now  focusing  on  more  upscale 
forms  of  gambling:  futures,  options, 
bonds,  and  commodities  trading.  The 
five-employee  compa- 
ny's first  commercial 
program,  called  Brain- 
cel, has  been  pur- 
chased by  about  1,000 
people,  many  of  them 
small-time  investors 
who  like  the  fact  that 
the  $249  software 
works  along  with  pop- 
ular spreadsheet  pro- 
grams including  Mi- 
crosoft Excel  and 
Lotus  1-2-3. 

While  Braincel  may 
be  relatively  simple  to 
learn,  it  won't  accom- 
plish much — until  it  is 
trained.  Like  a  blood- 
hound, it  must  be 
shown  what  to  look 
for.  As  it  is  fed  data, 
it  spots  patterns.  "It 
can  find  subtle  rela- 
tionships in  data," 
says  Dan  Williams,  a 
spreadsheet  product 
manager  at  Microsoft 
who  reviewed  the 
product. 

Braincel,  for  in- 
stance, endeavors  to 
predict  when  the  Stan- 


The  trick,  says  Ruggiero,  is  that  the 
neural  net  knows  how  to  "filter  out  the 
noise."  In  other  words,  it  can  learn  when 
a  drop  in  the  market  is  just  a  random 
blip — mere  "noise" — or  whether  it  sig- 
nals a  real  downward  trend.  Many  inves- 
tors rely  on  the  market's  moving  aver- 
ages to  filter  out  the  noise.  But  five-day 
averages,  for  instance,  are  misleading. 
If  you  are  looking  at  the  week's  average 
on  Friday  afternoon,  your  freshest  data 
point — Friday's  closing  point — is  diluted 
by  the  older  data  in  the  average.  Brain- 
cel, Ruggiero  says,  can  help  eliminate 


The  software  isn't  a  crystal  ball:  'If  anyone 
really  had  something  that 
could  predict  the  S&P  a  month  from  today, 
they  wouldn't  be  selling  it' 

MURRAY  RUGGIERO 

Promised  Land  Technologies  Inc. 


dard  &  Poor's  500-stock  index  is  about  to 
reach  a  weekly  or  monthly  high.  It  does 
this  first  by  checking  each  day's  opening 
and  closing  prices:  If  the  prices  are  get- 
ting closer  to  each  other,  and  several 
other  less  obvious  market  patterns  occur 
at  the  same  time,  a  high  may  be  immi- 
nent. The  neural  net  makes  and  recon- 
ciles these  calculations  based  on  past 
experience. 

NO  NOISE.  One  customer,  a  Springfield 
(Mo.)  business-school  student  named 
John  Deatherage,  uses  Braincel  for  trad- 
ing option  contracts  on  the  S&P  index. 
Along  with  a  new  Promised  Land  com- 
panion program  called  FuturesBuilder, 
Deatherage  created  a  neural  network  to 
model  the  index'  fluctuations.  He  says 
the  software  reduces  his  risk  and  boosts 
his  confidence.  "It's  not  a  crystal  ball," 
he  says.  But  he  adds  that  "if  the  neural 
net  says  to  get  out  of  the  investment,  I 
get  out." 


the  problem  by  predicting  what  will  hap- 
pen on  the  following  Monday  or  Tues- 
day, creating  a  predictive  average. 

So  far,  Ruggiero  has  had  a  difficult 
time  selling  to  the  big-time  investment 
houses.  "It's  hard  to  show  auditable  re- 
sults," says  Microsoft's  Williams.  Rug- 
giero claims  that  Braincel  has  proven 
itself  in  trading  futures  for  30-year 
Treasury  bonds.  From  March,  1991,  until 
July,  1992,  the  software's  suggestions 
would  have  given  an  investor  an  annual 
return  of  292'a,  he  says. 

But  as  in  horse  racing,  there's  no  such 
thing  as  a  sure  thing.  Ruggiero's  soft- 
ware can  only  offer  enlightened  advice 
based  on  a  detailed  understanding  of  the 
past.  "If  anyone  really  had  something 
that  could  predict  the  S&P  a  month  from 
today,  they  wouldn't  be  selling  it,"  Rug- 
giero says.  "They  would  be  retired  and 
living  in  Tahiti." 

By  Evan  I.  Sc/iiva rt.:  i)i  Neiv  York 
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CHAOS  HITS  WALL  STREET 
—THE  THEORY,  THAT  IS 


AN  ARCANE 
MARKET  SYSTEM  IS 
MAKING  WAVES 


Ronald  K.  Brandes  is  president  of 
Braddis  Associates,  a  consulting' 
firm,  and  he  is  trying  to  explain 
the  most  fascinating  new  way  to  extract 
profits  from  the  discordant  forces  of  the 
financial  markets — chaos  theory.  So  he 
does  what  any  chaologist  would  do  un- 
der similar  circumstances:  He  lights  a 
cigarette  and  places  it  on  an  ashtray. 
"Look  at  the  smoke,"  he  says.  "See  how 
it  rises."  It  starts  off  in  a  straight  line. 


only  to  diffuse  swiftly  into  turbulence. 
Disorder.  Chaos. 

"I'm  going  to  tell  you  the  secret  of 
life,"  the  beefy,  ci9-year-old  Brandes  con- 
fides. He  leans  forward  in  the  basement- 
den-office  of  his  Smithtown  (N.  Y.) 
home.  "Existence  is  the  struggle  against 
enti-opy — the  struggle  against  disorder." 
GLAMOUR.  Welcome  to  the  world  of  cha- 
os theory,  the  cutting-edge  mathematical 
discipline  aimed  at  making  sense  of  the 
ineffable  and  finding  order  among  the 
seemingly  random.  Not  surprisingly, 
chaos  theory  has  come  to  the  kingdom 
of  disorder.  Wall  Street. 

Chaologists  are  hardly  receiving  a 
warm  welcome  on  the  Street,  where 
they  are  viewed  with  near-universal  be- 


wilderment. Still,  chaos  theory 
stay  and  is  not  likely  to  remain 
in  obscurity  for  very  long.  ¥ 
thing,  it  is  the  only  really  new 
looking  at  markets  since  the  iim 
when  academicians  developed 
portfolio  theory.  Chaologists  ai- 
an  aura  of  high-tech  glamour  1 
their  complex  computer  prograi 
quently  require  the  use  of  hijil 
computers  and  neural  networks 
mimic  the  human  brain. 

But  most  important,  chaolo^i- 
the  potential  to  revitalize  tln^ 
management  industry.  That's  i 
chaos  theory  turns  portfolio  tin 
its  ear  by  tossing  out  its  central  i 
that  investors  act  rationally  :u 
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CHAOS  THEORY  AND  PORTFOLIO  MANAGEMENT:  SOME  KEY  CONCEPTS 


LOWING  THE  MARKET'S 
ES  REQUIRES  NEW  MATH 

t  chaologists  believe 
nee  markets  are  a  com- 
lonlinear  system,'  they 
e  analyzed  by  using 
s — a  mathematical 
at  describes  complex 


MARKETS  ARE  ANALOGOUS 
TO  NATURAL  PHENOMENA 

Chaologists  are  using  statisti- 
cal stratagems  that  have 
been  developed  over  the 
years  to  study  social  and  nat- 
ural sciences —  principles 
used  to  gauge  the  timing  of 
such  natural  events  as  over- 
flowing rivers  and  sunspots 


THE  STOCK  MARKET 
IS  NOT  EFFICIENT 

Chaologists  insist  that  the  no- 
tion of  'efficient  markets,'  in 
which  market  prices  instanta- 
neously reflect  all  public  infor- 
mation, is  a  myth.  The  reason: 
Investors  interpret  informa- 
tion haphazardly  and  irratio- 
nally 


PRICES  DO  NOT  MOVE 
IN  A  'RANDOM  WALK' 
Under  the  efficient-market 
theory,  prices  change  only  be- 
cause of  new  information. 
Chaos  theoreticians  believe 
the  'random  walk'  is  wrong 
and  that  markets  move  in  a 
more  complex,  but  under- 
standable, fashion 


are  efficient.  In  place  of  those 
it  installs  a  more  alluring  idea: 
•s  can  actually  beat  the  market. 
:ontroversial  discipline  is  garner- 
nail  but  growing  body  of  adher- 
xticularly  among  "quantitative" 
managers,  who  are  mathemati- 
:lined  and  already  use  sophisti- 
3mputer  models  to  guide  their 
Bnts.  Chaos  theory  also  has  a 
constituency  among  market 
ms,  who  chart  price  and  volume 
the  belief  that  past  trends  sug- 
ure  action. 

aologists,  the  patterns  of  the  fi- 
markets  are  akin  to  natural  sys- 
ich  as  a  tropical  typhoon  or  the 

of  a  river  basin.  The  reason  for 
Jarity  is  almost  self-evident  but 
iously  difficult  to  quantify — hu- 
ture.  Warren  Buffett  provided 
itended  perspective  on  chaos  the- 
m  he  observed,  quoting  famed 
and  investor  Benjamin  Graham, 

market  behaved  as  if  it  were  "a 
amed  Mr.  Market ...  a  man  with 
e  emotional  problems."  At  times, 

noted,  "he  feels  euphoric  and 
I  only  the  favorable  factors," 
t  other  times  "he  is  depressed 

see  nothing  but  trouble  ahead 
1  the  business  and  the  world." 
heory  tries  to  put  numbers  be- 
'se  sentiments. 

dox  quants,  of  course,  also  use 
.1  computers,  and  they  also  build 
li  market  behavior  that  take  into 
a  host  of  relevant  factors — 
'nings  ratios,  dividends,  interest 
nd  so  on.  The  crucial  difference 
them  and  chaologists  is  in  the 
ised  to  construct  these  models. 
;ouNTRY.  Chaos  theory  came  to 
•eet  like  many  other  financial  in- 
s — via  academia.  Its  intellectual 
mings  were  set  forth  in  1963, 
mathematician  at  the  Massachu- 
stitute  of  Technology,  Edward 
mused  on  the  frustrations  of 
forecasting  in  the  Journal  of 
ospheric  Sciences.  Lorenz  noted 
ither  predictions  were  almost  in- 
inaccurate  because  of  tiny  vari- 
1  the  way  data  were  measured, 
le,  these  tiny  glitches  were  mag- 


nified tremendously.  Lorenz'  observa- 
tions went  unnoticed  until  1975,  when 
another  mathematician,  James  Yorke, 
expounded  on  the  subject  in  the  Ameri- 
can Mathematical  Monthly.  Yorke's 
work  was  the  foundation  of  modern  cha- 
os theory. 

Actually,  the  term  "chaos"  is  a  misno- 
mer. To  devotees,  natural  systems  and 
the  markets  aren't  chaotic  in  the  sense 
defined  by  Webster:  "a  state  of  utter 
confusion."  On  the  contrary,  chaologists 
maintain  that  things  that  often  seem 
random  are  really  following  their  own 
set  of  rules.  One  of  these  rules  is  that 
they  are,  as  Lorenz  observed  with 
weather,  "feedback  systems" — what 
happened  yesterday  is  having  influence 
today  and,  combined  with  what  happens 
today,  will  influence  tomorrow. 

If  the  market  is  a  feedback  system — 
as  chaologists  maintain — standard  port- 
folio theory  is  wrong.  It  holds  that 
prices  reflect  all  publicly  available  infor- 
mation. Any  change  in  the  stock  price  is 
caused  by  a  change  in  the  information. 
There's  a  direct  chain  of  causality — what 
mathematicians  refer  to  as  a  "linear" 
view  of  the  markets.  But  chaos  theory 
holds  that,  as  feedback  systems,  mar- 
kets are  "nonlinear" — that  is,  things 
don't  happen  one  by  one  in  a  chain  of 


events.  Markets,  chaologists  maintain, 
assimilate  information  in  an  inconsistent 
manner — in  "clumps,"  so  to  speak. 

To  put  these  theories  into  practice, 
chaologists  employ  concepts  of  higher 
mathematics  used  to  model  complex  nat- 
ural phenomena  as  well  as  advanced 
computers  with  feedback  systems.  At  F. 
Martin  Koenig  Advisors,  a  New  Jersey 
money-management  consultant,  chaos 
theory  is  used  to  construct  "matched" 
portfolios  of  long  and  short  positions,  a 
market-neutral  strategy  aimed  at  gain- 
ing a  premium  over  the  Treasury-bill 
rate  of  return.  Koenig's  head  of  tactical 
asset  allocation,  John  W.  Scott  II,  uses 
chaos  theory  to  combine  macroeconomic 
and  monetary  factors  in  constructing  in- 
vestment portfolios.  The  aim,  he  says,  is 
to  assess  market  i-isk  accurately,  not  to 
predict  the  future. 

WEAK  SPOT.  At  Braddis  Associates,  a 
chaos  pioneer,  Brandes,  too,  is  wary  of 
claims  that  chaos  theory  can  predict  the 
markets — though  his  view  that  chaos 
theory  can  precisely  gauge  the  present 
represents  only  a  shade  of  difference. 
Although  Brandes  waxes  rhapsodic  on 
the  theory  of  chaos  investing,  he  quickly 
turns  reticent  when  the  conversation 
turns  to  practical  applications.  And  what 
he  is  willing  to  say  about  the  nitty-gritty 


While  chaologists 
have  some 
'powerful  ideas' 
that  are  worth 
pondering,  on  the 
whole  their 
theory  is  'more 
emotional  than 
analytical' 

JOHN  BRUSH 

Columbine  Capital 
Services 
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'Existence  is  the 
struggle  against 
disorder' — the 
challenge  is  to 
make  sense  of  the 
ineffable  and 
discover  the 
pattern  that  links 
the  seemingly 
random 

RONALD  K.  BRANDES 

Braddis  Associates 


of  chaos  investing  seems  far  from  com- 
pelhng.  For  example,  one  of  his  indica- 
tors of  the  risk  of  investing  is  what  he 
calls  a  "fractal-fill  ratio" — apparently  lit- 
tle more  than  a  run-of-the-mill  technical 
indicator.  He  boasts  "'advanced  return 
strategies"  to  pick  stocks,  based  on  an 
undisclosed,  "proprietary"  system  that 
analyzes  the  way  companies  use  their 
cash  flow.  He  has  developed  an  agricul- 
tural index  that,  he  says,  demonstrates  a 
perfect  inverse  relationship  with  bond 
prices.  And  his  "core"  portfolio  is  prosa- 
ic— a  baker's  dozen  of  large-cap  stocks 
such  as  .\T&T,  Du  Pont,  and  General 
Electric.  "People  should  always  be  in  the 
stock  market,"  he  notes,  "and  own  im- 
portant companies." 

That's  hardly  a  revolutionary  senti- 
ment. Indeed,  translating  theory  into 
practice  is  one  of  the  glaring  weak  spots 
of  chaos  theorj-.  So  it's  not  surprising 
that  chaos  theory  has  yet  to  prove  itself 
to  the-  satisfaction  of  the  people  who 
really  count — chief  financial  officers, 
corporate  treasurers,  and  the  trustees  of 
pension  funds.  The  details  of  building 
quantitative  stock  portfolios  with  chaos 
theory — its  most  promising  application — 
are  excruciatingly  complex,  even  for  the 
mathematically  astute. 

Chaologists  are  trying  to  break  down 


the  investment  community's  resistance 
to  their  ideas.  On  Oct.  15,  the  New  York 
Society  of  Securities  Analysts  sponsored 
a  full-day  seminar  that  brought  together 
chaologists,  analysts,  and  mainstream 
institutional  investors.  Some  arrived 
brandishing  copies  of  Chaos  and  Order 
in  the  Capital  Markets,  the  recently 
published  primer  that  is  fast  becoming 
the  bible  of  the  market  chaologists. 
'SPEAK  ENGLISH.'  If  the  goal  was  to  sell 
chaos  theory  to  the  uninitiated,  it  ap- 
peared to  be  something  less  than  a 
smashing  success.  Investment  pros  who 
had  not  been  previously  converted 
seemed  unconvinced  by  the  chaologists' 
presentations.  Among  other  things,  they 
seemed  nonplussed  by  Brandes'  refusal, 
in  response  to  a  question  from  one  par- 
ticipant, to  define  his  fractal-fill  ratio  as 
anything  but  "measuring  an  entropy 
that  is  a  quiet  before  the  storm."  That 
prompted  Gary  L.  Gastineau,  a  futures 
and  options  expert  at  Swiss  Bank  Corp., 
to  observe  later  that  "very  few  people,  if 
any,  are  willing  to  accept  a  black  box." 
After  a  complex,  math-laden  talk  by  one 
chaologist,  participants  expressed  bewil- 
derment. "If  anyone  understood  lO^^f  of 
what  [the  speaker]  said,  would  he  please 
stand  up?"  quipped  John  S.  Brush,  a 
leading  quant  who  is  president  of  Col- 


umbine Capital 
vices.  And  Arth 
Bahr,  executive 
president  of  G( 
Electric  Inves 
Corp.,  observed 
end  of  the  day' 
ceedings  that  "i 
presentation  wer 
up  in  [GE  corj 
headquarters],  sc 
the  people  wouli 
'Now  speak  Eng 
me.'  " 

Such  skeptici 
understandable, 
trustees  and  func 
agers  who  migh 
computer  models 
chaologists  are 
ably  unwilling  ti 
money  into  chaos 
systems  based  or 
ries  that  they 
don't  understar 
times,   chaos  t 
presents  itself 
kind  of  surefire  i 
maker.  And  that 
folks  with  conve) 
investment  m( 
wary.  "The  assu: 
is  that  once  you 
er  a  nonlinear  mi 
will  work  bettei 
the  others,"  say 
"and  folks  like 
for  years  with 


umbine's  Brush 
have  struggled 
models  will  be  put  out  of  busines 

As  far  as  Brush  and  other  quai 
it,  chaos  theory  is  intriguing  but  i 
en.  Chaologists,  he  admits,  have  ' 
ful  ideas"  worth  pondering.  Much 
rest  is  dismissed  by  Brush  as 
emotional  than  analytical." 

As  far  as  Brandes  is  concerned 
emotion  is  warranted.  Japanese 
ties  firms,  he  believes,  take  chaos 
seriously.  He  likens  the  situation 
Wars — the  competition  with  the  S 
not  the  movie,  although  when 
speaks  it's  hard  to  tell  the  diff 
"Lets  start  off  by  talking  abou 
and  evil  and  sin,"  Brandes  exhor 
visibly  unimpressed  money  mai 
"Evil  is  disorder,  and  good  is  ore 

Perhaps.  But  before  chaologis 
burst  out  of  the  realm  of  theory  a 
reality,  they  are  going  to  have  t 
some  results.  They  must  persuad 
pension  funds  to  put  money — and 
it — where  their  theories  are.  Anc 
are  unlikely  to  try  out  chaos  ui 
chaologists  have  established  a  tr 
cord.  That's  what's  known  as  a 
22."  Not  as  intellectually  stimula 
chaos  theoiT,  but  no  less  valid 

By  Gary  Weiss  in  Ne 
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ection  after  election,  people  concerned  about  their 
financial  futures  have  pinned  their  hopes  on  us. 


r  over  75  years,  we've  been  there  to 
people  shape  their  financial  futures, 
d  whoever  emerges  the  winner  in 
wear's  election,  our  Financial  Consul- 
can  show  you  how  to  develop  a 
)nal  financial  plan  to  help  you  make 
lost  of  opportunities, 
special  reports  outline  steps  to  take, 
i've  been  studying  the  candidates' 

1ERRILL  LYNCH.  PIERCE,  FENNER  &  SMITH,  INC  MEMBER  SIPC 


positions  for  some  time.  We're  prepared 
to  tell  you  what  we  believe  lies  ahead  for 
investors  before  and  after  the  election. 

The  Pre-Election  Investment  Report  is 
available  now  and  the  Post-Election  Invest- 
ment Report  will  be  available  November  4. 

Call  a  Merrill  Lynch  Financial  Consul- 
tant, our  toll-free  number  or  complete  and 
return  the  coupon. 


r 


Call  1-800-637-7455,  ext.  9231 

For  free  copies  of  our  Election  Investment  Reports, 
send  to:  Merrill  Lynch  Response  Center,  P.O,  Box  30200, 
New  Brunswick,  NJ  0898iM)200. 
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.  Zip: , 


Business 
,  Phone:  
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Merrill  Lvnch  clients,  please  give  the  name  and  location  of  your 
FtnancialConsuUant: 
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BANKING  I 


BANKING  PULLS  BACK 
FROM  THE  BRINK 


Why  predictions  of  doom  aren't  likely  to  come  true 


For  the  past  year  or  two, 
there  have  been  fre- 
quent warnings  of  a 
cascade  of  bank  failures  that 
would  rival  the  savings  and 
loan  fiasco.  One  recent  book, 
Banking  on  the  Brink,  by 
Cleveland  State  University 
professor  Edward  W.  Hill 
and  consultant  Roger  J. 
Vaughan,  said  that  more 
than  1,000  banks  were  insol- 
vent and  another  1,000  were 
on  the  "lip  of  insolvency." 
These  doomsayers  have 
found  a  high-profile  spokes- 
man in  Ross  Perot,  who  used 
the  final  Presidential  debate 
on  Oct.  19  to  raise  the  spec- 
ter of  a  huge  taxpayer  bai- 
lout. "Right  after  Election 
Day  this  year,  they're  going 
to  hit  us  with  a  hundred 
banks,"  he  warned.  "It  will 
be  a  $100  billion  problem." 

Perot's  prediction  appears 
badly  overstated.  True,  start- 
ing Dec.  19  federal  regula- 
tors will  be  required  to  close  institutions 
that  don't  meet  strict  new  capital  stan- 
dards. But  the  real  "December  surprise" 
may  turn  out  to  be  how  few  institutions 
will  be  shut  down.  Banking  consultant 
Ferguson  &  Co.  estimates  that  no  more 
than  55  banks,  with  total  assets  of  $17 
billion,  are  at  risk — and  the  Bank  Insur- 
ance Fund's  exposure  is  probably 
than  $;:!  billion. 


less 


Why  no  meltdown?  Look  to  the  Feder- 
al Reserve,  which  is  largely  responsible 
for  engineering  an  apparently  successful 
rescue  of  much  of  the  banking  industry. 
With  interest  rates  driven  down  to  the 
lowest  levels  in  three  decades,  banks  are 
enjoying  a  widening  spread  between 
what  they  pay  for  funds  and  what  they 
charge  for  loans  (tables).  As  a  whole,  the 
income  of  the  nation's   12,000  banks 


soared  to  a  record  $15.7  billion 
first  half  of  1992—54%  more  tl 
same  period  a  year  earlier.  "As 
interest  rates  stay  low,  a  lot  oi 
will  get  healthy  in  a  hurry,"  S£ 
drew  C.  Hove  Jr.,  acting  chairmai 
f^ederal  Deposit  Insurance  Corp. 

Banks'  failure  to  pass  inter 
savings  through  to  borrowers  I 
doubtedly  contributed  to  a  si 
economy  this  year.  But  banking 
tors,  conscious  of  the  need  to  I 
institutions'  balance  sheets,  mad 
fort  to  jawbone  those  rates 
"We've  been  encouraging  banks 
but  we're  happy  to  let  market 
work  on  the  price  of  lending,"  sa^ 
sury  Under  Secretary  Jerome  H 
BULGING  POCKETS.  The  resulting 
upturn  sent  bank  stocks  soaring, 
turn  has  enabled  even  struggling 
such  as  Citicorp  and  Riggs  J 
Corp.,  to  raise  enough  new  ec 
bring  capital  ratios  to  the  highe 
since  1966.  As  a  whole,  banks  ha 
up  with  $20  billion  in  new  equ 
the  past  two  years.  "Whate\ 
banks  can  be  paid  for  out  of  th 
try's  own  pocket,"  says  James  J. 
mott  Jr.,  president  of  New  Yc 
lysts  Keefe,  Bruyette  &  Woods 

Of  course,  wider  margins  dor 
for  every  ailing  bank.  Many  ins 
have  been  taken  off  the  crit 
through  private  deals  put  togetl 
the  encouragement  of  regulato 
Financial  Inc.  and  Ameritrus 
were  both  acquired  by  strongcfj 
eager  to  expand  their  consumer- 
franchises. 

At  other  institutions,  regulate 
been  more  aggressive.  Midlant 
was  told  to  replace  its  managen 
slash  assets  by  35%.  The  New 
holding  company  sold  its  New  '^r 
Pennsylvania  banks,  as  well  . 
units.  That  enabled  Midlanti; 
corporate  payroll  by  28%'  am 
first  quarterly  profit  in  yeai| 
worst  has  passed  for  them,"  sa 
Bruyette  analyst  John  B.  Worl-| 
company  is  a  survivor." 
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justry's  improved  coiidiliuii  ap- 
have  taken  taxpayers  off  the 
year  ago,  the  FDIC  predicted 
banks,  with  assets  totaling  $80 
^ould  fail  in  19!)'2.  Regulators 
act  110  to  120  failures— and 
3see  an  increase  next  year. 
;  SOUP.'  To  be  sure,  the  banking 
isn't  completely  out  of  danger, 
ta!  bad  loans  are  now  lower 
m  the  crisis  began  in  the  late 
mv  institutions  remain  vulnera- 


ble to  a  further  decline  in  cunuiiercial 
real  estate.  "Another  drop  in  the  econo- 
my, rise  in  rates,  or  need  to  take  deeper 
discounts  in  real  estate  will  cause  a  num- 
ber of  banks  to  go  back  into  the  soup," 
says  consultant  Edward  E.  Furash.  "We 
need  another  18  months  of  low  rates." 
And  California,  where  the  recession  hit 
late  and  has  lingered  longer,  is  a  special 
problem:  A  quarter  of  the  state's  banks 
are  still  losing  money. 
The   long-term   problems   facing  all 


banks  persist,  though.  The  industry's  re- 
trenchment and  the  growth  of  competi- 
tors have  eroded  their  plum  businesses, 
perhaps  permanently.  And  banks  still 
must  live  within  a  regulatory  structure 
better  suited  to  1935  than  2005.  But  their 
recent  improvement  in  health  means 
that,  despite  the  warnings  of  doomsay- 
ers,  most  banks  will  still  be  around  to 
see  the  new  century. 

By  Dean  Foust,  with  Mike  McNamee  in 
Washington  and  Geoffrey  Smith  in  Boston 


UNDSI 


CUDDER 
R  SCOOTS 


"urner  will  be  running 
unds  at  Putnani 


ihile  vacationing  in  the  south 
J  of  France  this  past  Septem- 
ber, Mark  Turner,  lead  man- 
scudder,  Stevens  &  Clark  Inc.'s 
3nd  funds,  received  an  intrigu- 
rom  an  executive  with  archrival 
Cos.  Could  Turner  meet  with 
e  J.  Lasser,  Putnam's  chief  ex- 
who  was  then  visiting  Paris? 
ould. 

16,  Turner  resigned  from  Bos- 
1  Scudder  to  become  managing 
and  chief  investment  officer  of 
>  global  fixed-income  division, 
ig  $4.3  billion  in  assets.  Put- 
'proach  "showed  Mark  early  on 
ious  Putnam  was  to  have  him 
earn — to  have  the  original  solici- 
ide  by  the  chief  executive  in  a 


chateau  in  the  south 
of  France,"  says  Gary 
N.  Coburn,  chief  of 
Putnam's  U.  S.  Fixed 
Income  Investments 
and  Turner's  new 
boss. 

Why  Putnam,  an- 
other Boston-based 
firm,  was  so  anxious 
is  no  mystery.  Al- 
though largely  unher- 
alded. Turner,  40,  has 
one  of  the  more  im- 
pressive performance 
records  in  bond-fund 
annals.  Working  with 
Scudder's  crack  re- 
search department,  he 
led  the  no-load  $750 
million  Scudder  Inter- 
national Bond  Fund  to 
a  No.  1  ranking  in  its 
category  for  the  two-, 
three-,  and  four-year 
periods,  according  to  Lipper  Analytical 
Services  Inc.  For  the  four-year  period. 
Turner's  fund  had  a  cumulative  return 
of  83.09%,  well  above  the  group  average 
of  53.74%.  This  June,  the  fund  got  the 
first  five-star  rating  given  in  the  world 
bond  category  by  mutual-fund  rating- 
service  Morningstar  Inc. 

"This  guy  has  shown  staying  power  in 
an  area  of  investing — fixed  income — 
where  people  have  a  secure  sense,  but 
where  it's  very  easy  to  take  a  big  hit," 
says  Lipper  international  editor  William 
McBride. 

CONTRARIAN  WAYS.  Even  more  spectac- 
ular. Turner  humbled  competitors  dur- 
ing the  European  currency  crisis  in  Sep- 
tember. While  the  Van 
Eck  World  Income  Fund 
and  the  T.  Rowe  Price  In- 
ternational Bond  Fund 
fell  6.95%  and  4.71%,  re- 
spectively, for  the  three- 
week  period  ended  Sept. 
24,  Scudder's  Internation- 
al Bond  Fund  was  basi- 
cally flat,  down  0.25%. 
The  overall  average  for 
world  bond  funds  for  the 
period  was  -2.05%  ,  a  big 
decline  for  bond  funds. 
Turner   managed  to 
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avoid  the  carnage  by  staying  away  from 
some  of  the  high-yield  bonds  denominat- 
ed in  such  currencies  as  the  Italian  lira 
that  other  managers  had  stocked  up  on. 
And  he  hedged  the  currencies  in  his 
funds  individually,  rather  than  using  the 
German  mark  as  a  proxy  and  expecting 
that  the  other  currencies  would  remain 
in  a  narrow  band.  The  "proxy"  strategy 
came  unglued  when  the  lira.  British 
pound,  and  other  currencies  plunged 
against  the  German  mark. 
'INSTANT  DRAW.'  Turner,  who  was  born 
in  England,  has  always  been  venture- 
some. You  can  tell  by  the  way  he 
chooses  to  relax:  skiing  expert  runs  and 
sailing  on  high  seas.  Before  joining 
Scudder  in  1989,  he  was  managing  direc- 
tor for  fixed  income  with  .\IG  Global  In- 
vestors Inc.  in  New  York  and  worked  in 
London  with  Citibank's  investment-man- 
agement group  for  five  years  before 
that.  His  very  first  entry  into  the  work- 
ing world:  helping  run  a  record  store 
owned  by  the  Moody  Blues. 

Turner's  decision  is  a  coup  for  Put- 
nam, which  is  considered  more  aggres- 
sive than  Scudder.  "He's  an  instant 
draw  and  gives  their  whole  effort  in- 
stant credibility,"  says  Lori  Lucas,  an 
analyst  with  Morningstar.  Like  many 
fund  families,  Putnam  has  increased  in- 
ternational offerings  in  recent  years. 

Turner  will  oversee  the  investment 
performance  of  global  institutional  and 
retail  fund  accounts.  Putnam  is  stress- 
ing the  institutional  accounts,  its  fastest- 
growing  asset  class.  "Our  global  fixed- 
income  product  is  our  centerpiece,"  says 
Thomas  J.  Lucey,  Putnam's  chief  of  in- 
stitutional marketing. 
After  a  few  weeks  at  home  with  his 
wife  and  two  young  sons. 
Turner  will  start  at  Put- 
nam on  Nov.  2.  He  can't 
wait.  "It's  hard  to  be 
away  from  the  markets," 
he  says.  "It  must  be  like 
the  feeling  you  have  if 
you're  a  pitcher  and 
you've  been  put  in  the 
dugout.  You  want  to  get 
back  in  the  game."  Espe- 
cially if  you're  on  a  win- 
ning streak. 

By  Su::anne  Woolley  in 
New  York 
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AN  OCTOBER  SURPRISE  THAT  HAS  SHAREHOLDERS  CHEERING 


Oct.  15,  1992;  Note  that  date.  It 
won't  be  as  momentous  as, 
say.  Black  Tuesday,  1929,  or 
Bloody  Monday,  1987.  But  in  a  month 
fabled  for  weighty  events  in  the  busi- 
ness world,  that  sunny  Thursday  in 
Washington  should  go  down  as  a  red- 
letter  day — at  least  in  the  annals  of 
shareholder  activism. 

And  that's  not  because  of  the  new 
Securities  &  Exchange  Commission 
rules  on  the  disclosure  of  executive  i — 
compensation — which  got  all  the 
front-page  headlines  and  landed 
Chairman  Richard  C.  Breeden  on 
network  television.  Rather,  it  is  the 
SEC's  new  proxy  rules  that  should 
prove  more  far-reaching.  For  near- 
ly 40  years,  shareholders  unhappy 
with  the  way  companies  operate  or 
perform  have  been  muted  by  feder- 
al rules  that  favored  management. 
Now,  the  SEC  has  handed  share- 
holders a  megaphone.  Moreover, 
says  John  C.  Wilcox,  chairman  of 
proxy  solicitors  Georgeson  &  Co.: 
"This  is  a  huge  psychological  boost 
to  shareholder  activism  and  to  the 
corporate  governance  reform 
movement." 

VOTING  POWER.  Under  the  rules, 
pension  funds,  financial  institu- 
tions, and  individual  investors  alike 
can  now  sound  off  in  several  new 
ways.  They  can  talk  to  one  another 
about  their  stakeholdings  without 
meeting  burdensome  filing  require- 
ments or  getting  clearance  in  ad- 
vance from  the  SEC.  They  can  an- 
nounce how  they  will  vote  on 
proposals  and  on  directors,  with  an 
eye  to  swaying  others.  They  can  more 
easily  vote  for,  or  run  as,  individual 
board  members  that  are  not  part  of 
management's  slate.  And  they  can  gain 
access  to  corporate  shareholder  lists. 
As  a  result,  shareholders  will  be  able 
to  muster  support  for  their  views  with- 
out actually  soliciting  proxy  votes.  Bet- 
ter yet,  since  they  are  now  able  to  con- 
fer, they  can  go  to  management  and 
boards  as  representatives  of  a  block  of 
shareholders  before  an  issue  turns  into 
a  confrontation. 

These  changes  raise  two  questions: 
What  will  investors  do  with  their  new 
power,  and  how  will  management  re- 
act? If  both  parties  act  responsibly,  the 
SEC  may  have  launched  a  positive  new 
era  in  American  management-share- 


holder cooperation.  After  all.  the  goal 
of  most  activist  investors — largely  the 
huge  public  pension  funds  that  find  it 
costly  to  move  in  and  out  of  stocks — is 
getting  better  corporate  performance. 
That's  hardly  something  managements 
or  boards  oppose. 

In  the  past  few  years,  some  activist 
institutions  have  tried  discussing  mat- 
ters first,  before  confronting  manage- 
ments with  shareholder  resolutions. 


ROOM 


Some  companies  agreed;  many  did  not. 
Ideally,  chief  executives  should  now  be 
more  willing  to  listen  to  investors. 
Since  better-informed  investors  may  be 
more  patient  providers  of  capital,  the 
CEOS  of  poor  performers  may  even 
want  to  initiate  a  dialogue  with  major 
investors  to  apprise  them  of  their  pre- 
dicament and  their  strategy*  for  resolv- 
ing it.  There  should  be  room  for  "blunt 
discussions,"  as  Harvey  J.  Goldschmid, 
professor  at  Columbia  University 
School  of  Law,  puts  it. 

Investors,  meanwhile,  should  be  bet- 
ter prepared  for  such  talk.  Since  many 
big  funds  hold  stakes  in  hundreds  of 
companies — far  too  many  for  their 
staff  to  know  well — they  should  share 
information,  divvying  up  targets  for  re- 


search and  passing  along  their 
ments.  And  shareholders  shou. 
ue  to  narrow  their  focus  i' 
mance  issues,  instead  of  iii 
items,  such  as  forcing  the  ' 
and  CEO  jobs  to  be  split,  as  il.- 
did.  That  way,  shareholders  and  ( 
tives  are  at  least  talking  the  sam 
guage.  "Now  that  our  criteria  ar 
performance-based,  companies 
coming  to  the  table  much  more  ( 
— I  ly,"  reports  Sarah  A.  B.  Tesli 
ecutive  director  of  the  Coun 
Institutional  Investors. 
FINESSE.  But  what  if  investor 
no  satisfaction  from  their  d 
sions  with  executives?  They  s 
again  coordinate  as  they  es( 
their  activity:  seeking  mee 
with  independent  directors, 
V     ing  shareholder  resolutions,  ai 
^      ganizing  "aye"  votes  for  thos 
olutions  and,  finally,  "nay" 
against  directors.  More  di 
'       !  steps  include  nominating  a  i 
Jr  ^      sentative  to  a  board  and  votir 
1        I   a  slate  of  dissident  directors. 
\-  Corporate  governance  ex 

\     \  are  divided  on  whether  sue 
treme  tactics  will  now  be 
more  common  or  less.  But 
agree  that  things  should 
sink  to  that  level.  Because  b 
function  best  as  collegial  unit 
adversarial  ones,  minoritj'  i 
sentation  may  not  be  produ 
In  any  case,  it  can  be  finess 
CEO  could,  for  example,  movi 
jor  board  activity'  to  its  exei 
committee,  from  which  the 
dent  is  excluded. 
It's  all  the  more  important, 
that  executives,  directors,  and 
tors  respond  positively  to  the 
new  proxy  rules.  Nearly  60  yean 
the  bible  of  value  investors,  Gr 
and  Dodd's  Security  Analysis, 
that  "the  choice  of  a  common  stoc 
single  act,  its  ownership  is  a  conti 
process."  Until  Oct.  15,  the  ol( 
rules  made  responsible  ownership 
cult,  if  not  impossible,  for  most  i 
holders.    Executives    often  i 
against  shortsighted  investors 
sold  out  too  soon  and  forced  th< 
cut  their  investment  horizons,  bu' 
gave  investors  no  other  way  out 
in  addition  to  the  so-called  pow 
exit,  and  thanks  to  the  SEC,  they 


the  power  of  voice. 
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G  MARCIAL 


riNG  THE 
tKET  IF 

ITON  WINS .  ♦  ♦ 

3  a  veteran  Wall  Streeter,  Mi- 
chael Metz  is  aware  that  the 
market  is  still  pretty  edgy,  pri- 
:)ecause  it's  trying  to  adjust  to  a 

victory.  Metz,  who  is  "a  self- 
ed  liberal-Democrat  and  not 
d  to  admit  it,"  expects  Clinton 
But  he  isn't  rushing  to  design  a 
3  for  a  Clinton  era. 
egin  with,  Metz,  chief  invest- 
strategist  at  Oppenheimer, 
that  Clinton  will  be  able  to  exe- 
1%  of  his  campaign  promises. 

dismisses  the  growing  notion 
?  market  will  collapse  once  the 
at  is  elected.  "There  will  nei- 
I  a  market  debacle  nor  a  big 
r  investors  in  1993,"  says  Metz. 
!  be  a  so-called  inside  market 
the  Dow  Jones  industrials  will 
themselves  within  a  range."  He 
ts  that  the  Dow  in  the  first  year 
Clinton  Administration  will  trade 
1  3000  and  3500. 
means  if  investors  are  to  make 
oney,  they'll  have  to  do  it 
1  astute  stockpicking.  Among 
picks  for  next  year  are  Merrill 

Newmont  Mining,  and  Tele- 
e  Me.xico. 

USH.  Merrill,  the  nation's  lead- 
jrities  brokerage  house,  "is  one 
nost  undervalued  issues  around 
n  the  company's  rosy  outlook  in 
Os,"  says  Metz.  He  expects  the 
y  to  benefit  from  the  projected 
the  national  savings  rate,  the 
of  the  individual  investor  to  the 
market,  and  the  huge  backlog 
k  offerings  waiting  to  come  to 

ill  is  a  buy,  says  Metz,  because 
rs  still  think  of  it  as  a  cyclical 
^hen  it's  really  a  growth  stock. 
;  Merrill  earnings  rising  to  $6.75 
this  year  and  to  $7.50  in  1993, 
tl's  $6.03.  Metz  believes  the 
low  at  54  a  share,  will  hit  70 
ar. 

nont  is  Metz's  play  in  what  he 
1  will  be  a  dramatic  rise  in  the 
for  gold.  The  mining  company 
1%  of  Newmont  Gold,  the  larg- 
d  producer  in  North  America. 
<pects  gold  prices  to  rise  next 
cm  $350  an  ounce  to  $450,  main- 
ise  he  believes  the  former  Sovi- 
n  has  liquidated  its  hoard  and 


METZ:  NO  DEBACLES  OR  THRILLS  FOR  '93 


suffers  from  declining  production.  The 
continuing  turmoil  in  Russia,  the  blood- 
shed in  the  former  Yugoslavia,  and  the 
problems  facing  Germany  and  the  rest 
of  Europe  bode  well  for  the  demand 
for  gold,  says  Metz.  He  expects  New- 
mont's  earnings  to  jump  from  last 
year's  $1.38  to  $2  a  share  this  year  and 
$3  in  1993.  He  thinks  the  stock,  now  at 
47,  will  hit  65  by  next  year. 

Telefonos  de  Mexico  is  Metz's  top 
candidate  to  take  advantage  of  the  Lat- 
in American  boom.  He  says  this  Big 
Board  stock  is  still  very  underpriced. 
He  expects  earnings  of  $4.70  this  year 
and  $5.60  next  year,  vs.  last  year's  40$. 
Metz  expects  the  stock,  now  at  49,  to 
hit  55  to  60  in  1993. 


...  AND  TRADERS 
THINK  HE  WILL 


mi 


lew  Wall  Streeters  are  Michael 
I  Metz-style  liberals.  But  judging 
by  what  was  said  at  the  Oct.  18-22 
convention  of  the  Security  Traders 
Assn.  in  Boca  Raton,  Fla.,  top  traders, 
like  many  other  Americans,  are  con- 
vinced of  a  Clinton  victory  and  are 
ready  to  adjust  to  the  change.  "Most  of 
us  are  pretty  well  fed  up  with  the  sta- 
tus quo,"  says  Security  Traders  Assn. 
President  John  Watson  HI.  Further- 
more, Watson  thinks  the  stock  market 
will  do  well  under  Clinton  and  hit  new 
highs  in  1993. 

The  traders  are  seeking  stocks  they 
believe  will  benefit  from  a  Clinton  Ad- 
ministration— namely,  high-tech  stocks, 
says  one  big  trader.  Why?  Because 
Clinton  wants  to  once  again  make  the 
U.  S.  the  world's  leader  in  technology. 


Construction  and  engineering  compa-^ 
nies  should  prosper  under  Clinton's 
proposal  to  increase  infrastructure 
spending.  Pollution  control  and  envi- 
ronment-service companies  should  do 
well  because  of  stepped-up  environ- 
mental programs.  And  some  think  the 
Democrats'  efforts  to  contain  health- 
care costs  will  be  a  boon  for  generic- 
drug  companies. 


IS  THIS  A 

WINNING  NUMBER? 


Some  attractive  market  bets  often 
look  like  pure  gambling — espe- 
cially the  companies  that  are  in 
the  gambling  business.  Take  GTEGH. 
As  a  designer,  manufacturer,  and  oper- 
ator of  lottery  systems,  including  video 
lotteries,  the  company  might  seem  to 
be  a  very  risky  proposition.  Yet  GTECH 
so  far  has  produced  nothing  but  hand- 
some gains  for  investors  who  bought 
in  when  the  company  went  public  in 
July  at  17  a  share.  Some  savvy  pros 
think  the  stock,  already  at  271/2,  will  hit 
40  within  a  year. 

What's  going  on?  State  governments 
are  increasingly  turning  to  lotteries  to 
raise  revenues.  GTEGH,  based  in  West 
Greenwich,  R.  I.,  supplies  and  operates 
lottery  systems  in  20  states  and  7  coun- 
tries, which  gives  it  68%  of  the  U.  S. 
market  and  75%  of  the  global  market. 

GTEGH  is  also  well-positioned  to  score 
in  video-game  lotteries — the  fastest- 
growing  segment  of  the  business.  Its 
major  rival  in  video  lottery  terminals. 
Video  Lottery  Technologies,  was  re- 
cently removed  by  the  Australian  gov- 
ernment from  its  supplier  list.  GTEGH,  a 
current  supplier  to  Australia,  will  al- 
most certainly  benefit  from  Video  Lot- 
tery's woes. 

Analyst  Kurt  Feuerman  of  Morgan 
Stanley  thinks  that  his  1993  earnings 
estimate  of  $1  a  share  vs.  1992's  esti- 
mate of  64<t  may  prove  low,  in  part 
because  of  the  added  business  that 
could  come  from  Australia.  In  addition, 
he  thinks  that  GTEGH 's  new  game, 
Keno  Club,  will  be  a  hit.  GTEGH  mar- 
kets the  game  in  South  Australia,  Kan- 
sas, Oregon,  and  Rhode  Island.  Keno 
Club  will  be  a  gold  mine  for  GTEGH  as 
more  states  sign  up  for  it. 

One  big  investor  is  betting  on  GTEGH 
because  he  thinks  California  will  sign 
on  for  Keno  Club.  Feuerman  agrees:  If 
GTECH  gets  a  5%  share  of  the  Keno 
game  in  California,  it  would  add  annual 
revenues  of  at  least  $25  million  and 
incremental  earnings  of  at  least  10$  a 
share,  figures  Feuerman. 
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Ickhard  Pfeiffer  is  a  happy  man  these  days,  and  it  shows. 
In  only  a  year  as  president,  he  has  managed  to  restore 
I  the  glitz  to  Compaq  Computer  Corp.  Once  the  victim  of 
price  wars,  Compaq  is  now  the  aggressor.  Its  low-cost  Pro- 
Linea  PCs,  introduced  last  June,  were  an  immediate  hit,  spur- 
ring industrywide  price  cuts  and  generating  a  three-month 
order  backlog.  In  the  company's  older  Deskpro  lines,  new 
models  and  lower  prices  have  produced  record  sales.  In  Au- 
gust, Compaq  branched  out  into  laser  printers  and  this  fall 
brought  ProLineas  to  Japan,  undercutting  market  leader  NEC's 
prices  by  507' .  Then  it  extended  the  price  battle  in  the  U.  S. 
with  cut-rate  "servers"  for  PC  networks. 

No  wonder  Pfeiffer  is  hapiiy.  But  not,  repeat  not,  compla- 
cent. On  the  eve  of  reporting  third-quarter  earnings — the  first 
to  truly  show  the  payoff  of  the  new 
strategy — he  sprang  his  October  sur- 
prise: price  cuts  of  as  much  as  327 
across  Compaq's  already  aggressively 
priced  product  line.  The  move,  which 
Compaq  said  reflected  the  economies  of 
scale  it's  achieving  with  its  new  high- 
volume  strategy,  brought  its  cheapest 
machine  down  to  $799  and  is  bound  to 
provoke  more  price  cuts.  It  also  came 
just  in  time  to  upstage  IBM's  announce- 
ment of  its  belated  entry  into  the  bar- 
gain PC  business  (page  152).  "I  know 
that  everybody  out  there  wants  to  be 
where  we  are,"  says  Pfeiffer. 
SINISTER  SPIRAL.  Indeed,  in  remarkably 
short  order,  the  51-year-old  German- 
born  executive  appears  to  have  put 
Compaq  back  on  top.  But  the  industry 
that  Compaq  is  striving  to  once  again 
lead  has  changed  forever — and  has  be- 
come far  more  dangerous.  The  reason: 
With  constant  pressure  to  cut  prices, 
margins  are  plunging. 

So,  Compaq  is  leading  the  charge,  but 
at  a  price.  Gross  margins  are  down  al- 
most a  third,  to  287,  and  net  margin,  at 
about  57,  is  half  what  it  was  in  the  old 
days  (chart) — and  may  never  rebound. 
Even  if  the  company  sets  a  new  record 
of  $4  •  billion  in  annual  revenues  this 
year,  as  Pfeiffer  says  it  will,  Compaq's 
earnings  will  be  less  than  half  what 
they  were  in  1990  when  sales  were  $3.6 
billion.  That  means  Compaq  could  have 
less  money  for  the  research  and  devel- 
opment that  gives  its  PCs  an  edge.  And 
it  means  any  missteps  will  be  costly.  cT^ein 
'  There  is  not  a  whole  lot  of  room  be-      $  (o  estimates 
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le  guys  lusing  money  und  us,"  Pfeii'fer  acknowledges, 
it  as  if  Compaci  had  much  of  a  choice.  A  year  ago,  the 
'  was  jolted  into  that  realization  by  its  first-ever  quar- 
s — the  result  of  a  17%-  revenue  slide  and  a  belated 
ing  campaign  to  match  such  upstarts  as  Dell  Comput- 
and  AST  Research  Inc.  Co-founder  Rod  Canion  had 
losed  the  company's  troubles  as  mainly  the  effects  of 
le  recession.  As  a  result,  he  was  unceremoniously 
and  replaced  by  Pfeiffer.  Pfeiffer  had  concluded  that 
.s  something  more  sinister  at  work — the  kind  of  corro- 
nward  pricing  spiral  he  had  seen  in  calculators  in  the 
hen  he  was  a  marketing  e.xecutive  for  Texas  Instru- 
ic.  Canion  could  not  be  reached  for  comment. 
IS  head  of  Compaq's  enormously  successful  European 
•y  and  later  at  Houston  headquarters,  where  he  be- 
icf  opcnitiiig  (ifficiT  in  January,  1991,  Pfeiffer  told 


anyone  who  would  listen  that  it  was  time  to  slash  costs  and 
stop  losing  sales  to  cheaper  brands  such  as  Dell.  By  focusing 
almost  exclusively  on  improving  PC  performance,  the  company 
was  ignoring  broad  chunks  of  the  market.  "The  business  we 
left  behind  was  wide  open  to  the  competition,  and  they  went 
after  it  with  a  vengeance,"  says  Pfeiffer. 

But  the  message  didn't  get  through.  Compaq's  roots — it  was 
founded  by  a  group  of  Tl  engineers  in  1982 — and  its  meteoric 
rise  as  the  most  competent  designer  and  builder  of  IBM  clones 
made  it  hard  for  Compaq  executives  to  grasp  the  change.  They 
couldn't  acknowledge  that  their  PCs  had  become  overengin- 
eered,  overpriced,  and  an  easy  mark  for  cheaper  clones  from 
Dell,  AST,  Gateway  2000,  and  others.  "The  Canion  line  was  that 
profit  problems  were  due  to  the  recession,"  says  Andreas 
Barth,  Pfeiffer's  successor  as  head  of  the  Munich-based  Euro- 
pean division.  "The  first  thing  Eckhard  did  when  he  took  over 
was  to  lay  down  the  new  law." 

The  law  according  to  Pfeiffer:  Slash  bloated  costs,  forget 
gold-plated  technology,  except  where  it  really  makes  a  differ- 
ence, and,  most  important,  redirect  Compaq's  vaunted  engi- 
neering to  building  high-quality  computers  at  low  prices.  "The 
call  to  action  was  clear,"  says  Ross  Cooley,  head  of  Compaq's 
North  American  operations.  For  Cooley,  a  defining  moment 
came  last  January,  when  Pfeiffer  declared  that,  no  matter 
what,  Compaq  would  match  any  manufacturer  in  the  world  on 
price.  After  that,  says  Cooley,  "none  of  us  ever  looked  back." 

Now  nobody  has  the  time.  With  41  new  products  announced 
in  June  alone  and  an  explosion  in  distribution  channels — from 
3,300  to  8,300  outlets  worldwide — Compaq's  unit  shipments  are 
leaping  at  a  407'  annual  clip,  rebuilding  market  share,  which 
had  slipped  from  5.37"  to  4.57'-  last  year  (chart).  In  the  third 

quarter,  revenues  climbed  507,  to 
a  record  $1.07  billion,  and  earn- 
ings hit  $49.4  million,  beating 
even  the  rosiest  projections  on 
Wall  Street.  The  stock  now  trades 
near  40,  far  from  its  all-time  high 
of  74 '74  in  early  1991  but  a  nice 
bounce  from  the  22 '/s  of  last  December, 
and  most  analysts  have  switched  to  buy 
recommendations.  "It's  one  of  the  great 
turnarounds  in  the  world,"  says  one  of 
those  analysts,  Charles  Wolf  at  First 
Boston  Corp.  "It  is  a  rare  example  of  a 
company  that  recognized  a  change  in 
their  environment  and  responded  in  the 
absolutely  correct  way." 
LONG  ROAD.  The  execution  isn't  nearly 
complete,  however.  It  took  only  two 
years  for  Compaq  to  turn  from  the  star 
of  the  PC  industry  to  the  goat.  And 
Pfeiffer  acknowledges  that  there's  a  lot 
to  do  to  ensure  that  it  doesn't  happen 
again.  "We  have  done  phase  one,"  he 
says.  That  involved  two  rounds  of  lay- 
offs that  cut  the  work  force  by  257',  to 
9,000,  lopping  $225  million  off  the  annu- 
al payroll.  "They're  doing  the  right 
things  for  the  time  being,  but  they  still 
have  a  hell  of  a  long  way  to  go,"  says 
Kimball  H.  Brown,  analyst  with  Inter- 
national Data  Corp.  "We  need  to  see  six 
to  eight  quarters  of  growth  before  we 
can  decide  if  they  can  keep  it  going." 

And  there  are  constant  threats  to  the 
turnaround.  IBM's  new  low-end  Value- 
Points  were  quickly  repriced  to  match 
Compaq's  Oct.  20  cut.  ValuePoints  also 
challenge  Compaq  on  technology  with 

COMPANY  REPORTS,  SANFORD  C  ,r,.,u    'U     U'  e     f  4U 
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the  standard  Intel  Corp.  chips  used  in 
ProLineas.  In  notebooks,  long  a  Compaq 
stronghold,  IBM  is  becoming  more  of  a 
threat,  too.  Its  new  ThinkPad  7()0C,  for 
example,  has  the  largest  color  screen  on 
the  market.  "The  new  ThinkPad  is  so 
good  it's  scary,  and  the  ValuePoint  will 
unlevel  the  playing  field,"  says  iDc's 
Brown.  There  are  still  intense  pressures 
from  the  likes  of  Dell  and  Gateway. 
Compaq  shipments  may  be  up  407'  a 
year,  but  Dell's  are  more  than  doubling. 

While  continuing  hand-to-hand  combat 
in  the  PC  trenches,  Pfeiffer  is  also  plot- 
ting long-term  strategy — Compaq's  first. 
He  turned  to  future  planning  as  soon  as 
he  felt  comfortable  with  the  immediate 
situation.  For  the  past  five  months,  with 
help  from  the  management  gurus  at 
McKinsey  &  Co.,  Pfeiffer  has  been  put- 
ting in  place  a  comprehensive  long-range 
strategy.  "The  focus  now  is  clearly  on 
future  strategy,"  says  Pfeiffer.  "This 
company  is  totally  transformed." 

Maybe  not  totally.  The  new  "vision"  is 
hardly  radical.  While  other  PC  makers, 
notably  Apple  Computer  Inc.,  are  racing 
to  build  futuristic  permutations  of  the 
personal  computer  such  as  handheld 


"personal  digital  assistants,"  Compaq  is 
sticking  to  its  knitting.  True,  the  compa- 
ny does  have  a  PD.X  i}rototype,  but,  says 
Chairman  Benjamin  M.  Rosen,  Compaq's 
growth  for  the  next  five  years  "is  going 
to  come  from  our  present  area."  The 
plan  is  to  continue  pursuing  the  corpo- 
rate PC  market  with  traditional  products 
and  use  ProLineas  to  build  a  new  high- 
volume  business  among  small  business- 
es and  consumers. 

FEW  BELIEVERS.  What's  radical  is  how 
aggressive  Compaq  has  become  on  price. 
"We  threw  our  old  pricing  policy  over- 
board," Pfeiffer  says.  "We  are  now  pric- 
ing to  market."  In  the  old  days,  Compaci 
jammed  all  sorts  of  bells  and  whistles 
into  its  machines  and  priced  them  at  or 
above  what  IBM  charged.  When  rivals 
started  matching  those  features — at  low- 
er prices — the  strategy  unraveled. 

When  Pfeiffer  took  over,  hardly  any- 
body believed  that  Compaq  could  survive 
in  the  new,  low-margin  climate,  much 
less  thrive.  When  he  briefed  analysts  on 
the  "New  Compaq"  early  this  year,  they 
applauded  his  cost  cuts  but  discounted 
predictions  that  he'd  match  Dell  on 
price.  They  were  astounded — as  were 


DESKPRO  386/25M  MODEL  60 

►  Modular  design  makes  for  easy 
upgrades,  including  microprocessor 

►  Five  32-bit  expansion  slots  to 
handle  high-performance  add-ons 

►  More  durable,  heavy-duty,  mech- 
anical keyboard 

►  240  watts  of  power  for  add-ons 
Audio  board  for  sound 

►  Intel  386DX-25  chip,  60-mega- 
byte  Quantum  disk  drive 


PROLINEA  3/25ZS 

►  Simpler,  low-cost  motherboard 
is  reliable,  but  limits  upgrades 

►  Only  two  1 6-bit  expansion  slots, 
limiting  hardware  options 

►  Light  membrane  keyboard  with 
fewer  mechanical  parts 

►  Standard  70-watt  power  supply 

►  No  audio  board 

►  Slightly  slower  Intel  386SX-25  chip, 
40-megabyte  Quantum  disk  drive 

SUGGESTED  LIST  PRICE:  $  1,1 52 


SUGGESTED  LIST  PRICE:  $2,744 

Both  systems  have  color  monitor,  MS-DQS  5.0,  and  one-year  on-site  warranty 
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the  competitors — when  the  ProLin 
emerged  with  an  $899  entry-lev^ 
chine,  priced  below  Dell's  cheapes. 

It  was  a  neat  trick  for  a  compan] 
after  setting  growth  records  for  al 
up  in  the  1980s,  by  1990  was  | 
smugly  on  its  laurels.  Cosseted  inj 
office  park  in  north  Houston,  C| 
sprawled  into  22  glass-and-steel  | 
ings  with  gleaming  atriums,  j(j 
paths,  and  sidewalks  lined  witll 
flower  beds.  "A  slickness  camj 
Compaq,"  says  a  former  employe) 
of  a  sudden,  if  you  didn't  have  a 
red  suspenders,  and  these  little 
slippers,  you  were  nobody."  In  en 
ing,  overkill  seemed  to  be  the  t 
Compaq  was  one  of  the  few  PC  ^ 
to  build  its  own  power  supplies.  I 
built  casings — designed  to  withsj 
fall  off  a  mountain.  The  factory  d| 
in  eight  layers  of  radio-emissions 
ing  where  four  would  do.  All  this 
up  costs  and  tied  up  engineering 
but  did  noticeably  little  for  perfor 

"Success  fueled  good  pay  raise: 
positions.  Compaq  people  were 
by  that,"  says  Victor  Allison,  a 
engineering  manager.  "There  \ 
much  momentum  from  this  cuitu 
when  the  market  changed  very  c 
Compaq  could  not  adjust  very  qi 
START  SLASHING.  Finally,  there 
I  iKiice.  By  1991,  the  growth  cc 
.\  as  shrinking.  In  a  14-hour  boan 
mg  on  Oct.  24,  1991,  Canion  wa: 
even  though  he  had  just  annj 
plans  for  layoffs  and  other  cuts 
an  original  investor,  was  convinc 
he  needed  a  new  CEO.  Working 
with  a  group  of  Compaq  engine( 
venture  capitalist  had  started  to  r 
a  strategy  to  get  Compaq  into 
I'Cs.  Canion  balked,  and  Pfeiffer 
signed  the  task  of  making  it 
"It's  hard  starting  a  company,  bi 
lot  harder  re-starting  a  multibill 
lar  company,"  says  Rosen. 

Ten  days  after  taking  over, 
told  his  executives  the  basic  plai 
costs  by  35'^'  to  507  and  prepai 
paq  to  compete  in  every  segmen 
PC  market — both  on  price  and 
mance.  "It  was  like  a  new  electic 
people  were  going  to  be  running 
I  couldn't  have  stayed  around 
Steven  Ullrich,  an  engineer  who  ' 
of  Compaq's  first  five  employ: 
least  five  other  top  exeuctives  tij 
their  ID  badges  right  away,  inclu 
founder  Jim  Harris.  For  mont 
managers  who  did  stay  on  were, 
every  two  weeks  by  Pfeiffer  t 
sure  everybody  got  the  messagci 

One  of  Pfeiffer's  most  importij 
sions  was  his  approach  to  the  n; 
end  product.  He  organized  an  J 
dent  business  unit  to  tackle  the) 
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,st  December  was  being  briefed 
:hine  that  looked  nothing  like  a 
il  Compaq  and  didn't  even  bear 
jaq  label.  There  was  even  talk 
>■  it  built  by  an  outside  subcon- 
Ihortly  after  the  team  presented 
blue  prototype,  Pfeiffer 
i  flight  to  Munich  to  spend 
s  with  his  fam'ly.  "Something 
't  feel  right,"  he  recalls.  From 
rt,  he  phoned  Houston  and  told 
start  over.  "It  finally  sunk  in 
these  meetings  that  there  was 
ly  one  way  to  go."  If  Compaq 
g  to  build  a  low-price  machine, 
be  a  real  Compaq, 
iiove.  Sticking  with  the  Compaq 

in-house  manufacturing  have 
to  the  success  of  ProLinea  and 
lion  line  of  budget-priced  Con- 
ops.  Pfeiffer  had  been  struck 
thing  that  cropped  up  during 
of  advertising 
i  last  year; 
.11  came  back 
us  what  an  in- 
lame  and  confi- 
)mpaq  brought 
industry,  even 
period  of  trials 
)ulations."  A 
one — even  un- 
'ferent  marque 

devalue  the 
name,  Pfeiffer 

pushed  his  de- 
and  manufac- 
magers  to  out- 
1,  which  cuts 
farming  out  al- 
nanufacturing. 
roLinea's  price 
'ompaq  jetti- 
i  beloved  gold- 
'hnoiogy  found 
^pensive  Coni- 
ne 151).  Engi- 
k  costs  out  by, 
pie,  designing 
nrcuits  to  re- 


duce the  number  of  chips  needed  in  each 
ProLinea.  An  added  bonus:  Fewer  chips 
means  less  chance  of  faulty  connections. 
Computer  magazines  have  given  the  ma- 
chines rave  reviews.  "The  ProLinea  still 
has  what  it  takes  in  the  important  ar- 
eas," say  Byte  Magazine  reviewers 
Steve  Apiki  and  Tom  Thompson.  "Per- 
formance is  good,  and  its  high  level  of 
integration  should  make  it  a  reliable  sys- 
tem." In  other  words,  they  conclude,  "a 
Compaq  is  still  a  Compaq,  even  for 
$1,000." 

A  BANG.  The  new  ProLinea  and  Contura 
lines,  sold  through  mass  merchandisers 
as  well  as  through  computer  stores, 
started  off  with  a  bang.  "By  the  last 
week  in  June,  everybody  knew  we  had  a 
tremendous  success  on  our  hands,"  says 
Cooley.  "We  were  dancing  in  the  halls." 
By  July,  Compaq  was  outshipping  both 
IBM  and  Apple  in  the  dealer  channel. 


"Demand  has  been  awesome,"  says  Ed- 
ward R.  Anderson,  president  of  Compu- 
terLand USA.  Compaq's  share  of  ma- 
chines sold  through  the  chain  doubled 
from  a  year  ago,  to  267''.  The  backlog  is 
so  huge  that  Compaq  missed  its  goal  of 
catching  up  by  September,  despite  add- 
ing a  third  production  line  in  Houston 
and  Singapore.  Now,  Compaq  says  it's 
building  200,000  ProLineas  a  month.  It 
expects  to  work  off  the  backlog  by 
December. 

To  get  manufacturing  costs  down  at 
the  plants  in  Houston,  Singapore,  and 
Scotland,  Compaq  had  to  rethink  its  pro- 
cesses. It  started  building  an  entire  sys- 
tem on  a  single  assembly  line  instead  of 
making  the  motherboard  in  one  building 
and  the  chassis  in  another.  It  stopped 
testing  every  subassembly  and  now 
tests  a  sample.  All  finished  systems  are 
still  fully  tested.  Most  important,  Com- 
paq leaned  on  suppliers  to  cut  prices, 
which  is  why,  when  longtime  partner 
Connor  Peripherals  Inc.'s  prices  were 
higher  than  Quantum  Corp.'s,  Compaq 
made  Quantum  the  main  disk-drive  sup- 
plier and  Connor  only  secondary.  Com- 
paq later  sold  its  207  stake  in  Conner 
for  an  $86  million  gain. 

Even  competitors  are  impressed  with 
Compaq's  resurgence.  "Since  June, 
they're  really  back  in  there,  being  com- 
petitive for  the  first  time  in  two  years," 
says  Martin  Slagter,  vice-president  for 
European  marketing  for  archrival  Dell. 
"I'd  put  them  among  my  toughest  com- 
petitors now." 

And  the  contest  isn't  just  being  fought 
with  the  new  ProLineas  and  Conturas, 
says  Pfeiffer.  He  admits  he  was  worried 
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that  customers  who  once  paid  $3,000  or 
$5,000  for  a  Deskpro  would  sim])ly  opt 
for  a  $1,000  ProLinea.  They  haven't. 
"Our  volume  of  all  existing  products  is 
up  dramatically,"  says  Pfeiffer.  "There's 
been  practically  no  cannibalization.  This 
comes  as  a  very,  very  pleasant  sur- 
prise." Generous  price  cuts  on  Deskpros 
helped.  Donald  W.  Matto,  manager  of 
technical  services  at  Chevron  Corp.,  says 
he  always  liked  Deskpro  quality  but  had 
switched  because  of  price.  "Now  that 
the  prices  are  more  competitive,  we're 
buying  again,"  he  says. 

The  ProLineas,  meanwhile,  are  pick- 
ing up  the  customers  that  Compaq  had 
left  behind.  By  going  into  mass  mer- 
chandisers, the  company  reaches  con- 
sumers and  small  businesses.  Compaq 
just  tripled  such  outlets,  to  600,  signing 
CompLS.A,  Circuit  City,  and  Office  De- 
pot. "We  want  to  have  our  products 
where  our  customers  want  to  buy 
them,"  says  Gian  Carlo  Bisone,  head  of 
North  American  marketing.  "We  have  to 
play  on  all  the  tables." 

'The  latest  move  is  into  direct  re- 
sponse. In  November,  six  Compaq  deal- 
ers will  start,  and  within  60  days,  Cooley 
says,  Compaqs  will  also  be  sold  in  cata- 
logues and  via  telemarketing — Dell  terri- 
tory. "I  think  Dell  is  very  vulnerable," 
says  Peter  H.  Jackson,  president  of 
Granite  Computer  Products  Inc.,  a  direct 
marketer  that  expects  to  sell  $100  mil- 
lion worth  of  Compaq  PCs  next  year. 
PATIENT  BUYERS.  To  be  sure,  Compaq's 
longtime  dealers  aren't  happy  about  the 
new  competition,  especially  when  there 
are  shortages.  "They've  opened  up  other 
retailers  while  still  not  having  product 
for  their  traditional  dealers,"  complains 
Douglas  Perry,  vice-president  of  market- 
ing for  InaCom  Inc.,  a  chain  of  1,200 
dealers.  "We've  been  trying  to  shift  cus- 
tomers to  other  lines,  but  they've  been 
surprisingly  patient."  Despite  the  short- 
age, he  adds,  his  Compaq  shipments 
soared  80'-  in  the  third  quarter. 


'WE  WANT  OUR 
PRODUCTS  WHERE 
OUR  CUSTOMERS 
WANT  TO  BUY 
THEM.  WE  HAVE 
TO  PLAY  ON  ALL 
THE  TABLES' 

GIAN  CARLO  BISONE 
Compaq,  U.S. 


Computer  dealers,  and  the  large  cor- 
porations they  sell  to,  remain  the  big- 
gest chunk  of  Compaq's  business,  and 
Pfeiffer  hasn't  forgotten  that.  The  plan 
for  shoring  up  this  part  of  the  business 
revolves  around  networking,  mainly 
with  servers,  the  high-end  PCs  that  are 
hubs  for  networks  of  desktop  PCs.  Com- 
paq made  an  ambitious  play  for  this 
market  with  the  SystemPro  line,  start- 
ing in  1989.  But  SystemPro  was  a  symp- 
tom of  Compaq  overengineering.  Price 
tags  ran  as  high  as  $26,000.  and  a  propri- 
etary multiprocessor  design  required 
new  software  that  didn't  exist.  The  re- 
sult: Compaq  has  less  than  10/f  of  the 
server  market. 

The  new  ProSignia  servers  are  meant 
to  change  that.  The  base  model  uses  a 
single  Intel  i486  processor  and,  at  $2,700, 
costs  55/'  less  than  the  lowest-priced 
SystemPro.  "We  will  shake  up  the  serv- 
er market  like  we  shook  up  the  PC  mar- 
ket a  couple  of  months  ago,"  says  Gary 
Stimac,  general  manager  of  Compaq's 
systems  division.  Analysts  expect  serv- 
ers to  contribute  some  $375  million  to 
Compaq's  sales  next  year. 

Servers  are  only  part  of  the  strategy 
in  networks.  Pfeiffer's  theorv  is  that  if 


'WE  WILL  SHAKE 
UP  THE  SERVER 
MARKET  LIKE  WE 
SHOOK  UP 
THE  PC  MARKET  A 
COUPLE  OF 
MONTHS  AGO' 

GARY  STIMAC 
Compaq,  systems 


the  hub  of  the  network  is  a  C 
then  it's  a  lot  easier  to  sell  the  sj 
the  computers  and  peripherals  tf 
nect  to  it.  That's  why  Compaq 
into  laser  printers,  with  a  model 
cally  designed  for  networks, 
looks  like  Pfeiffer  has  a  hit  on  hii 
The  printers,  in  development  fo 
years,  run  up  to  twice  as  fast  as 
models  from  market  leader 
Packard  Co.  but  are  priced  as  n 
$1,000  less.  Analyst  Barry  F.  Wil 
Sanford  C.  Bernstein  &  Co.  sa; 
could  add  $90  million  in  sales  ne: 

Compaq  has  the  money  to  dev 
these  new  products,  despite  its  si 
earnings,  because  of  another  har 
decision  by  Pfeiffer.  In  1990,  sen 
opportunity  to  be  a  leader  in 
new  phase  of  the  industry,  Canio 
ed  the  .\CE  consortium.  The  gr 
tended  to  use  a  speedy  RISC 
instruction-set  computing)  chip 
.MIP.S  Computer  Systems  Inc.  in; 
Intel  chips.  Compaq  bought  a  13' 
in  Silicon  Graphics  Inc.,  a  wor 
maker,  and  the  two  began  joint 
ment  of  MIPS  computers  for  ( 
But  last  April,  Pfeiffer  pulled 
on  RISC  development,  withdrew 
.\CE,  and  sold  back  its  Silicon  ( 
stake  for  $1.')0  million. 
BALANCING  ACT.  By  scuttling  its 
chine,   Compaq   freed  millions 
search-and-development  money, 
says.  He's  also  back  in  bed  wil 
which  regarded  ACE  as  a  threa 
dominance  in  PCs.  Pfeiffer  hints 
proved  relations  with  Intel  v 
Compaq  lead  the  market  with  t 
generation  of  Intel  microprocess 

The  danger  is  that  the  balani 
that  Pfeiffer  is  now  executing  s 
fully  could  come  crashing  dow 
sure  to  cut  prices  and  costs  is 
to  ease,  but  he's  limited  in  how  i 
can  cut  before  he  starts  sacrifici 
paq's  advantage.  To  ensure  top 
and  innovation,  the  company  wai 
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of  the  manufacturiiif^  as  possi- 
that  means  a  lot  more  bricks 
'S  than  such  rivals  as  Dell  need. 
;  fixed  costs  are  about  6.37'  of 
npared  with  1.5'/'  for  Dell.  That 
Tipaq's  ability  to  be  the  low-cost 
Evvn  today,  its  average  selling 
;ome  807'  higher  than  that  of 
about  the  lowest-priced  nation- 
Dell  Chairman  and  CEO  Michael 
nsists  there's  no  way  Pfeiffer 
>ps  in  both  manufacturing  and 
an  for  long:  "I'm  convinced 


that  it's  hard  to  play  both  sides  of  this 
equation,"  he  says. 

Just  watch,  counters  Pfeiffer.  By  own- 
ing its  own  source  of  supplies  for  impor- 
tant {)arts,  he  says,  Compaq  can  control 
costs  and  quality  better  than  any  other 
PC  maker — and  get  innovations  to  mar- 
ket faster.  Even  now,  Compaq's  re- 
search budget  is  $180  million  a  year, 
about  57  of  sales.  Granted,  that's  down 
from  $197  million  last  year,  but  it  blows 
Dell's  budget— $33  million  on  $890  mil- 
lion in  sales  last  year — out  of  the  water. 


"We  are  predestined  to  continue  the 
leadership  role  in  this  industry  because 
we  have  the  resources,"  Pfeiffer  says. 
Still,  he  has  to  prove  over  time  that  he 
can  keep  hammering  rivals  on  price  and 
his  factories  on  cost  to  give  Compaq  the 
wherewithal  to  build  in  something  e.xtra. 
If  he  can't,  trailblazing  Compaq  winds 
up  being  just  another  cheap  clonemaker. 

By  Catherine  Arnst  and  Stephanie 
Anderson  Forest  in  Houston,  u-ith  Knthy 
Rebello  in  San  Francisco,  Jonathan  Levine 
in  Pay-is,  and  bureau  reports 


SAWY  CONSUMERS  KEEP  PC  MAKERS  HOPPING 


ike  Baumgartner  left  no  stone 
[unturned  in  his  six-month 
[quest  for  a  new  computer, 
ttle-based  pilot,  who  has  used 
PC  for  six  years,  read  reviews 
npared  ratings  of  mail-order, 
s.  He  checked  out  an  obscure 
■t  the  Costco  Wholesale  Corp. 
ise  club  as  well  as  the  top 
at  a  computer  dealer.  Baum- 

finally  took  home  a  no-name 
ilt  by  two  guys  working  out  of 
;ront.  For  $1,600  he  got  just 

needs:  a  486SX  processor,  fax 

8  megabytes  of 
,  and  a  130-mega- 
ird  drive,  "plus 
support."  Says 
irtner:  "Not  a  bad 
h?" 

deals  have  sent 

ng  executives  at 

}  and   other  PC 

back  to  the  draw- 

.rds.  These  days, 

ket  is  full  of  con- 

who  have  bought 

)re  and  businesses 

^ve  ordered  hun- 
"  Buyers  are 
says  Ted  Waitt, 

cecutive  of  direct 

r  Gateway  2000. 

an't  be  fooled." 

S.  With  hundreds 

dors   to  choose 

istomers  are  ruthless  in  their 

for  value.  Some  650  business 

ae  computer  buyers  surveyed 

Timer  by  market  researcher 
Sullivan  Inc.  listed  cost  and 
^  as  their  top  criteria.  Not 
ot  bells  and  whistles.  "It's  per- 
closest  example  in  the  U.  S.  to 
narket,"  says  Amy  D.  Wohl, 
t  of  market  researcher  Wohl 
es  Inc.  in  Bala  Cynwyd,  Pa. 
)rt,  personal  computers  "are 
oming  like  vCRs,"  says  Gary 
"  Boston  Consulting  Group  Inc. 
VCRs,  there  are  too  many  sup- 


pliers, vying  for  market  share.  And 
since  most  PC  brands  differ  from  one 
another  about  as  much  as  brands  of 
VCRs  do,  competition  turns  on  price.  A 
Gateway  based  on  a  486  chip  that  sold 
for  $3,000  last  year  is  now  $1,495.  Cus- 
tomers are  conditioned  to  expect  more 
of  the  same,  says  Michael  S.  Dell, 
chairman  of  Dell  Computer  Corp.: 
"Prices  go  down  in  this  industry.  It's  a 
fact  of  life." 

So,  how  will  PC  makers  make  a  liv- 
ing? Fortunately,  the  analogy  to  con- 
sumer electronics  isn't  a  perfect  one. 


GATEWAY  BUYER  SANDBERG:  THE  BEST  VALUE  "DOESN'T  JUST  MEAN  PRICE 


It's  most  accurate  for  newer  mar- 
kets— consumers  and  small  businesses. 
There,  PC  companies  may  have  to  act 
like  Sony  or  RCA,  spending  heavily  on 
advertising  to  stand  out.  But  a  big 
chunk  of  the  market,  the  corporations 
that  bought  most  of  the  PCs  over  the 
last  decade,  doesn't  behave  like  your 
typical  couch  potato.  Business  buyers 
love  a  bargain,  but  because  personal 
computers  are  so  vital  to  their  opera- 
tions, they  have  other  considerations. 

Some  are  even  willing  to  pay  for  ex- 
tra service.  Last  spring,  when  Centel 
Corp.  wanted  a  local-area  network  of 


40  PCs  for  its  top  executives,  it  looked 
for  an  IB.M  dealer,  instead  of  cutting 
corners.  "The  support  and  training  was 
really  important,"  says  Executive  Vice- 
President  A.  Allan  Kurtze.  Still,  he 
scoured  the  country  for  the  cheapest 
dealer  for  the  job. 

The  trick  for  PC  makers  will  be  to 
segment  the  market  deftly.  Not  easy, 
as  IBM  learned  with  its  PS/1.  To  make 
sure  the  home  computer  would  not 
draw  buyers  from  the  pricier  PS/2  line. 
Big  Blue  gave  PS/1  limited  upgrade 
(•a|iability  and  an  undersized  keyboard. 

PS/2  buyers  weren't 
tempted — nor  were  con- 
sumers who  snapped  up 
Packard  Bells  and  other 
inexpensive  clones. 
DANGERS.  Compaq's  Pro- 
Linea  line  has,  so  far, 
straddled  both  worlds.  It 
was  originally  meant  just 
for  the  mass  market,  but 
Compaq's  dealers  insisted 
on  carrying  it,  too.  If  the 
company  had  not  given  in, 
Compaq  customers  proba- 
bly would  have  tracked 
down  ProLineas  wherever 
they  were,  says  Debbie 
Meagher,  merchandise 
manager  for  computers  at 
Best  Buy  Co.  Computer 
makers,  she  warns,  will 
trip  up  by  "trying  to  put 
buyers  into  little  cubbyholes  that  don't 
make  sense." 

It's  tough  to  outfox  a  marketful  of 
know-it-alls.  But  there's  an  upside.  Sav- 
vy buyers  can  spot  the  subtle  differ- 
ences that  spell  extra  value.  Take  Rab- 
bi Martin  I.  Sandberg,  who  snapped  up 
two  of  Gateway  2000's  most  advanced 
PCS  for  desktop  publishing  and  other 
chores.  "I  want  the  best  value,"  he 
explains.  "But  that  doesn't  just  mean 
price.  I  buy  to  get  the  newest  capabili- 
ties." Ah,  sweet  reasonableness.  PC 
makers  would  welcome  more  of  it. 

By  Lois  Therrien  in  Chicago 
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BIG  BLUE  HAS  A  CLONE 
OF  ITS  OWN 


IBM's  low-end  machines  could  deal  Compaq  a  heavy  blow 


There's  one  factor  that  Eckhard 
Pfeiffer  doesn't  name  when  he 
lists  the  reasons  for  Compaq  Com- 
puter Corp.'s  impressive  comebacii.  And 
it  might  be  the  most  important  one  of 
all:  While  Pfeiffer's  troops  have  been 
pumping  out  ProLineas,  ProSignias, 
Conturas,  and  other  low-priced  machines 
that  have  pumped  up  Compaq's  volume, 
IBM  has  been  sitting  on  the  sidelines. 
Despite  repeated  hints  since  June  by  IBM 
officials  about  Big  Blue's  plans  for  en- 
tering the  low-priced  PC  fray,  nothing 
happened.  So  Compaq  had  four  months 
to  put  its  new  PCs  on  the  map  without 
having  to  sell  against  comparable  IBM 
machines. 

The  honeymoon  is  over.  The  Value- 
Point  line,  IBM  PC  clones  built  by  none 
other  than  IBM,  is  finally  hitting  the  mar- 
ket. Introduced  on  Oct.  20,  the  line  of 
four  systems  is  aimed  directly  at  Com- 
paq's ProLineas.  They  start  at  a  Com- 
paq-matching $795  and  carry  lots  of 
service  and  support,  not  to  mention 
what  remains  the  industry's  most  power- 
ful logo. 

"A  Big  Blue  box  is  going  to  get  seri- 
ous attention,  even  at  the  low  end,"  says 
Tim  Bajarin,  analyst  with  Creative  Strat- 
egies Research  International  Inc.  "They 
have  the  brand-name  identity.  They  are 
known  for  service.  They  are  known  for 
quality.  They've  just  never  been  known 
for  price." 

SLIPPING  SHARE.  IBM  has  a  lot  riding  on 
the  ValuePoints.  While  Compaq  and  oth- 
er rivals  have  been  enjoying  big  runups 
in  unit  shipments  this  summer,  IBM's 
market  share  has  been  contracting,  part- 
ly because  its  big  business-oriented  PS/ 
2s  and  home-market  PS/ Is  missed  the 
value-oriented  buyers  who 
are  the  fastest-growing 
part  of  the  market.  A 
Computer  Intelligence 
buyer  survey  indicates 
IBM's  share  of  PC  units 
bought  in  the  U.  S.  fell 
from  19%  in  May  to  16% 
by  August — despite  price 
cuts  on  PS/2s. 

When  IBM  rocked  Wall 
Street  with  its  disappoint- 
ing third-quarter  earnings 
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personal  computers.  Big  Blue  a 
vamped  its  PS/1  and  PS/2  \m 
wanted  to  avoid  confusing  cus 
and  dealers.  "I  think  that  the  ci 
was  going  to  be  there  no  matter 
says  Horaitis.  "If  we  had  announc 
Her,  people  would  have  said  we 
have  waited." 

Now  that  ValuePoint  is  here,  a 
give  it  a  good  chance  among  sav\ 
ness  buyers.  The  line  uses  386  s 
microprocessors  built  by  IBM  tl 
faster  than  th, 
dard  Intel  Co 
signs,  giving! 
Points  a  ' 
performance' 
analysts  say. 

Unlike  Pr< 
which  is  widi' 
tributed  tl 
mass  merchai 
ValuePoints  a 
tioned  primal, 
corporate  1; 

DID  IBM  WAH' 
LONG?  'IF  W  - 
ANNOUNCE! 
EARLIER,  PEOi 
V/OULD  HAV 
SAID  WE  SHCIi 
HAVE  V/AITEI 

ANGELICA 
IBM  brand  in  II 


report  on  Oct.  15  (page  28),  PCs  were 
singled  out  as  a  significant  earnings 
drag.  IBM  blamed  PCs  for  two-thirds  of  a 
6-percentage-point  drop  in  its  overall 
gross  margins,  and  analysts  estimated 
that  PC  revenues  in  the  quarter  dropped 
by  30%. 

Did  IBM  pass  up  sales  by  delaying  Val- 
uePoint until  20  days  into  the  fourth 
quarter?  "It  could  be  true,"  concedes 
Angelica  P.  Horaitis,  IBM's  marketing 
brand  manager  for  the 
new  line.  But  she  says  the 
company  is  still  well-posi- 
tioned to  capture  the  bulk 
of  corporate  orders  in  the 
remaining  10  weeks  of  the 
year.  And,  she  adds,  IBM 
had  good  reason  for  de- 
laying the  rollout:  In  Sep- 
tember, it  announced  for- 
mation of  the  IBM  PC  Co., 
a  more  autonomous  unit 
for  building  and  selling 


says  Horaitis.  They  will  be  sold  I 
dealers  and  through  an  800-nunH 
rect-response  IBM  unit  in  Atlaiit; 

"I  don't  know  that  they  iiri 
thing   to   the   table   that    P  i 
doesn't,"  says  Bill  L.  Fairfield, 
of  InaCom  Corp.  Except,  of  c" 
unbeatable  name,  which  Faii  li' 
will  win  over  thousands  of  ll: 
frame  and  minicomputer  owiu 
would  prefer  to  buy  IBM  PCs — il'' 
priced  right. 

Can  IBM  turn  the  tables  on  * 
"Everything  is  very  dynamic  ii 
dustry,"  says  Sanford  C.  B»  i-i 
Co.  analyst  Michael  Kwatinetz.  . 
he  notes,  a  lot  of  people  countefl  < 
out  a  year  ago. 

One  thing  is  certain:  For  IBM 
threat  to  Compaq — or  the  hun 
other  doners — it  will  have  to  t 
its  plans  a  bit  faster.  Ask  • 
Pfeiffer:  Time  is  money. 

By  Cafkerine  Arnst  in  .' 


Banyan  now  offers 
two  ways  to  get  enterprise- 
wide  networking. 


Traditional. 

For  years,  the  world  s  largest  enterprise 
networks  have  run  on  Banyan  VINES' 
Banyan  is  the  leader  in  enterprise-wide 
PC  networking. 

Others  try,  but  none  can  equal  our 
ability  to  integrate  PCs,  minicomputers 
and  mainframes. 

This  is  because  VINES  was  built  for 
the  enterprise- not  the  workgroup.  Our 
enterprise  network  services  are  unified 
for  a  single  system  view,  creating  a 
network  that  is  infinitely  easier  to  use 
and  manage. 

In  fact,  independent  research  shows 
VINES  is  also  the  most  cost-effective 
network. 

Indeed,  no  matter  how  large  your 
VINES  network  becomes,  expense  will 
always  be  held  to  the  barest  minimum. 

This  effortless  expansion  is  made  pos- 
sible in  part  by  StreetTalk,'  the  industry's 
best  global  directory,  plus  enterprise- 
wide  services  such  as  administration, 
security  and  messaging,  which  speeds 
and  streamlines  network  tasks,  making 
network  managers  far  more  productive. 

Field-proven  and  perfected  over  nine 
years,  VINES  is  a  critical  component 
of  some  of  the  world  s  largest  computer 
networks.  And  is  used  by  nearly  two 
million  eminently  satisfied  people. 

For  more  information  on  Banyan 
VINES,  call  1-800-828-2404. 


VINES 


Outrageous. 

Are  we  really  suggesting  loyal  NetWare' 
customers  turn  to  Banyan  to  fulfill  their 
dreams  of  enterprise-wide  networking? 

Absolutely! 

Introducing  ENS.  You  can  have  enter- 
prise network  capability  for  your  2. X,  3.X, 
and  4.x  workgroups  without  disrupting 
your  current  environment  or  budget. 

ENS  from  Banyan  is  not  a  network  oper- 
ating system.  It  s  a  powerful  family  of 
unified  software  products  that  will  give 
users  and  managers  immediate  advantages: 

1 .  StreetTalk.  The  best  global  naming 
and  directory  system  available  anywhere 
-the  key  to  greatly  simplified  manage- 
ment and  ease  of  use.  2.  The  ability  to 
add  users,  access  profiles,  and  security 
data  all  at  once,  across  the  entire  network. 
3.  Single  system  integration  of  all  NetWare 
users,  regardless  of  network  revision- no 
upgrades  are  necessary. 

Outrageous,  yes,  but  what  potential! 
Products  that  will  turn  your  NetWare 
workgroups  into  a  true  enterprise-wide 
network.  A  whole  new  class  of  network 
capability  to  increase  your  IS  utilization, 
reduce  costs  and  increase  productivity. 
Don't  commit  to  any  upgrades  until 
you  have  assessed  ENS,  the  ultimate 
NetWare  enhancement. 

For  more  information  on  Banyan  ENS, 
call  1-800-828-2404. 
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Commentary /by  Neil  Gross 


WHY  CRAY'S  NUMBER  CRUNCHER  GOT  CRUNCHED  IN  JAPAN 


It  is  a  scene  that  by  now  is  all  too 
familiar:  a  war  of  words  between 
Japan  and  the  U.  S.  over  high-tech- 
nology trade.  This  time,  the  subject  is 
supercomputers,  and  the  precipitating 
incident  is  the  decision  by  Japan's  Na- 
tional Institute  for  Fusion  Research  to 
lease  an  NEC  Corp.  SX-3  system  for 
$625,000  a  month  instead  of  a  C90  from 
industry  leader  Cray  Research  Inc.  Af- 
ter Cray  volubly  objected  to  the  award 
last  summer,  the  matter  was  reviewed 
by  a  panel  of  Japanese  experts.  Now, 
they've  endorsed  the  selection  of  NEC. 
That  prompted  Cray  CEO  John  A.  Roll- 
wagen  to  call  a  press  conference  in 
Tokyo  and  cry  foul.  The  contest  for 
the  Fusion  Institute  contract  is 
over:  The  experts  have  ruled,  and 
there  is  no  avenue  for  appeal.  But 
on  Oct.  9,  U.  S.  Trade  Representa- 
tive Carla  A.  Hills  promised  to 
"scrutinize"  the  decision  on  Crav's 
behalf. 

Once  again,  Tokyo  and  Washing- 
ton are  on  a  collision  course  that 
could  have — indeed,  should  have — 
been  avoided.  In  theory,  Hills's  in- 
vestigation could  lead  to  a  renewed 
warning  about  Japan's  barriers  to 
supercomputer  trade.  But  it  goes 
beyond  supers.  The  heart  of  the 
matter  is  the  Japanese  govern- 
ment's long-standing  vow  to  sup- 
port high-quality  U.  S.  imports.  If 
Tokyo  were  sincere  about  that 
pledge,  Cray  might  expect  to  win 
many  more  supercomputer  bids 
where  the  Japanese  government 
holds  the  purse  strings. 
SPEC  SQUABBLES.  Unfortunately, 
the  fusion  lab  dispute  has  devolved 
into  a  tit-for-tat  over  obscure  tech- 
nical matters.  Rollwagen,  waving 
four  pages  of  benchmark  test  results, 
told  reporters  that  Cray's  system  ex- 
ceeds all  but  one  of  the  Fusion  Insti- 
tute's speed  requirements.  The  insti- 
tute disputes  those  data,  but  Roll- 
wagen's  conclusions  were  supported  by 
test  scores  leaked  to  a  Japanese  trade 
magazine  last  summer  and  confirmed 
recently  by  sources  close  to  the  bid. 

His  opponents  go  on  to  argue  that 
the  extra  power  available  from  Cray's 
machine  is  irrelevant:  The  fusion  scien- 
tists would  never  use  it.  Give  us  a 
break,  say  Cray  officials:  What  scien- 
tist would  thumb  his  nose  at  additional 


supercomputing  capacity?  Finally,  Jap- 
anese officials  point  to  the  bid's  re- 
quirement that  the  machine  work  with 
specialized  storage  devices.  Cray  Re- 
search calls  that  a  bogus  requirement, 
designed  mainly  to  stack  the  deck  in 
NEC's  favor. 

This  dialogue  may  be  absorbing  for 
techies  in  the  audience,  but  it's  a  dis- 
traction from  the  more  important  is- 
sue. Subtle  nuances  aside,  Japanese  ex- 
perts concede  that,  overall,  the  Cray 
and  NEC  computers  are  quite  compara- 
ble in  cost  and  performance.  And  that 
being  so,  the  Japanese  government. 


with  a  $40  billion  trade  surplus  to  work 
off  and  a  long-standing  pledge  to  boost 
imports,  ought  to  be  bending  over 
backward  to  buy  American  in  this  case. 
Rather  than  setting  the  stage  for  end- 
less squabbling,  Japanese  officials 
should  be  scouring  the  U.  S.  market 
for  big-ticket  purchases  that  meet  or 
exceed  Japanese  requirements  for 
quality  and  performance.  Cray  Re- 
search supercomputers,  which  play  an 
important  role  in  U.  S.  research 
and  defense  efforts,  fit  that  bill 
precisely. 

Indeed,  Cray  is  the  undisputed  lead- 


er in  large  supercomputers,  1 
677^  of  the  world  market.  Fujitf 
comes  in  second  at  20?^,  and  NE 
at  67''.  But  look  at  Cray's  track 
in  Japan:  Thanks  to  the  1990  sup 
puter  trade  accord,  its  market  s 
commercial  installations  thei 
inched  up  to  25%.  Yet  in  the 
sector,  which  includes  gover: 
funded  universities  and  researc 
Cray  is  stuck  at  a  trivial  8% 
wagen  is  hardly  wrong  in  de^ 
"In  a  fair  competition,  we  win 
where  except  Japan." 
Even  so,  Rollwagen's  casting 
issue  as  a  matter  of  free  tra 
be  doing  his  cause  more  har 
good.  It's  hard  for  Cray  to  n 
its  free-trade  oratory  in 
while  Washington  continues 
courage  Japanese  superco 
sales  in  the  U.  S.  No  statesi 
ernment  labs — the  biggest 
computer  users  in  the  work 
bought  a  Japanese  machi 
.\nd  whenever  a  U.S.  un 
government  agency  has 
w  ith  buying  a  Japanese  sup(| 
has  quietly  lobbied  to  blJ 
move.  I 
FREEBIES.  Last  year,  politici 
sure  l)locked  Fujitsu  from  c| 
a  $17  million  machine  to  a  C| 
consortium  of  environment;! 
tists.  Congressional  critics  1 
to  the  idea  of  a  Japanefl 
away.  Yet  last  year,  Cray  ii 
nated  an  X-MP  system  to  tli 
gy  Dept.  in  support  of  a  1 
high  school  supercompull 
gram.  And  nobody  objecteoi 
Clearly,  Cray  needs  everH 
can  get.  It  feels  mounting  ■ 
in  the  market  it  pioneered  ■ 
dominated  for  15  years:  On  Oci|p 
company  began  a  restructurg 
will  eliminate  650  jobs.  Bi 
needn't  resort  to  strident  !' 
rhetoric  to  make  its  point,  li  • 
better  to  focus  attention  on  t 
substantial  issue:  Japan's  failu 
up  to  the  goals  it  has  outlitu 
creasing  high-tech  imports.  A- 
the  flak  it  would  get  frotii 
Fujitsu,  the  Japanese  governnn 
hardly  any  downside  in  buyi; 
C90s:  It  would  be  good  for  pi  i 
tions,  good  for  the  balance 
and  good  for  Japanese  scienc 


154  BUSINESS  WEEK/NOVEMBER  2,  1992 


informath: 


FOR  READERS  OF 

BusinessWeek 


Want  more  information  about  advertisers  in  this  issue? 
If  so... 

1  •  Review  the  list  of  advertisers  below. 
2*  For  quick  response  call  our  toll-free  number, 
24  hours  -  7  days  a  week: 
1-800-356-8855 

Order  code#BW1102R 
Or, 

3*  Circle  the  corresponding  number  on  the  postage-paid 
reader  service  card,  complete  the  necessary  information 
and  drop  in  the  mail. 


ANNUAL  REPORTS 

1.  Ameritech 

FINANCIAL  PRODUCTS 
AND  SERVICES 

2.  Chicago  Mercantile 
Exchange 

3.  CIGNA  Corporation 

4.  Continental  Bank 

5.  Credit  Suisse 

6.  Delta  Dental  Plans 

7.  Merrill  Lynch  &  Co., 
Inc. 

8.  The  Berger  100  Fund 
and  The  Berger  101 
Fund 

9.  Van  Kampen  Merritt 

10.  Wausau  Insurance 
Companies 

PRODUCTS/SERVICES 

11.  American  Medical 
Association 

12.  Amoco  Chemical 
Company 

13.  Buick  Motor  Division 

14.  Canon  Plain  Paper  Fax 


15. 

Compaq  Computer 

Corporation 

16. 

Comshare 

17. 

Consolidated 

Freightways 

18. 

Dialog  Information 

Systems 

19. 

Intel  Corporation 

20. 

Lexus 

21. 

Lufthansa  German 

Airlines 

22. 

Mmolta  Corporation 

23. 

Roadway  Express,  Inc. 

24. 

RPS  (Roadway  Package 

System) 

25. 

Sunkyong  Group 

26. 

The  Peninsula  Group 

27. 

The  Waldorf  -  Astoria 

Hotel 

28. 

Unisys 

AREA  DEVELOPMENT 

29. 

Alabama  Economic 

Development 

Partnership 

30. 

Iowa  Department  of 

Economic  Development 


THOSEHUNGRYTOSUCCEEI 
DIN]MgNOWBEINGSER\TO 

ro^eU.S.,you  can  enjoy  our  con 
redesifflied  First  Class.  , 
Wim  lighter,  more  contemporar\-  cuisine,  and 
of  such  stylfih  amenities  as  cappuccino,  new  eld 
headsets,  and  hot&freshfftovvels.  ; 

And,  tomake^^our  trip  more  producti\e,^eniPj 
tafecheck-in,  personal  seattelephones,  andpno 

^^Ura^fnew  First  Class.  Its  better  for  you/ 
business.  It'stuly  first  class.  , 
Come  flv  the  airline  that^.unitmg  the  world, 
tire  friendly  skies.  .\nd  enjoy  die  grUled  prav 
with  cilantro-papaya  salsa. 
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"NATIONS  ARE 
NOT  STRONG 
IFTHEIR  CITIES 
ARE  NOT  STRONG." 

says  Richard  M.  Daley,  Chicago's 
Mayor. 

"Cities  are  the  economic  engines  of 
America,  the  magnets  for  business 
activir\\  and  the  centers  of  culture  and 
commerce.  You  can't  isolate  cities  from 
their  regions.  Suburbs  and  cities  must 
work  together  and  think  regionally 
about  how  to  solve  their  problems  and 
how  to  help  their  economies  grow. 

"Chicago's  primar}'  strength  is  its 
people.  Like  the  cir\^  itself,  they  are 
friendly,  strong,  and  proud.  They  are 
committed  to  working  together,  and 
they  don't  run  from  a  challenge. 

"Chicago's  past  and  its  future  derive 
from  our  role  as  the  crossroads  of 
America.  By  land,  rail,  sea,  or  air,  all 

roads  lead  to  Chicago.  Our  future 
growth  and  prosperin-  hinge  on  the  fur- 
ther development  of  this  role  as  a  center 
of  transportation,  conventions,  tour- 
ism, and  recreation." 


Chicago  is  booming  because  it  is  a 
world-class  city  that  is  home  to  a 
diverse  pool  of  talented  business  peo- 
ple, and  because  it  is  at  the  countr\''s  — 
and  the  world's  —  crossroads. 

Stretching  nearly  30  miles  along  the 
shore  of  Lake  Michigan  with  a  down- 
town skv'line  of  stun- 
ning architecture,  in- 
cluding the  world's 
tallest  building, 
Chicago  is  home  to 
54  museums,  1  20 
theaters  and  musical 
centers,  the  world- 


STATE 
STREET.  THAT 
GREAT  STREET. 
^NTERNA- 
TIONALLY. 
THIS  Cmr  HAS 
CCWIE  INTO 

rrs  owN.- 

Vii  L^uf  Daley 


A  CITY  OF 
CHARACTER. 
CHARM, AND 

VISION  While  the  countrv's 
major  cities  have  spent  the  recession 
just  holding  on  or  in  many  cases  slip- 
ping, Chicago  and  its  three  million  res- 
idents have  continued  to  grow  in  the 
present  and  to  plan  for  the  future. 


renowned  Chicago  Symphony 
Orchestra,  the  equally  applauded  L\Tic 
Opera  of  Chicago,  and  the  incompara- 
ble Art  Institute  of  Chicago. 

No  other  major  cit)'  in  North  Am- 
erica is  building  quite  as  extensively  as 
Chicago.  The  44  million  square  feet  of 
office  space  added  during  the  last  ten 
years  have  made  this  one  of  the  largest 


office  markets  in  the  countr\'. 

"Our  diverse  economic  be 
vides  a  better  quality  of  life 
Chicagoans,"  says  the  Mayor.  " 
ty  helps  Chicago  remain  moi 
than  most  large  cities.  But  yc 
just  wait  for  things  to  happ( 
must  plan  and  be  creative  to 
cit)'  prosper.  You  have  to  inv< 
then  nurture,  opportunities.  Tl 
means  tearing  down  the  bare 
barriers." 

The  Mayor's  proactive  stv'le : 
ed  by  an  interactive  apprc 
Chicago's  business  communit 
business  communit)'  gets  inv( 
the  city.  Many  corporate  lea( 
here.  I  call  upon  them  for  inpu 
given  issue.  That's  why  gove 
here  works  so  well  with  the  pri' 
tor.  ^Ve  listen  to  what  busines 
^ay,  and  we  act  on  what's  best 
the  cit)'  and  business.  You  ca 
one  \s'ithout  the  other." 

THE  NATION^S 
BEST  KEPT 
BUSINESS 

SECRET  "Its  ideal 

position  makes  Chicago  a  n 
portation  center,"  says  Ed  N 
man  of  the  Economic  De  . 
Commission  of  the  City  o: 
"Historically,  location 
Chicago  built  upon.  That's  mrr 
today  than  ever  before." 

Important  though  posir 
not  the  whole  stor)'.  Chicago  - 
due  to  a  variet)'  of  additional  a: . 
warehousing,  infrastructure  a 


IN  THE  HEART  OF  THE  CITY  THAT  WORKS. . . 


;na  insurance  working  harder  for  you. 


As  one  of  Chicago's  largest  employers,  the  CNA 
Insurance  Companies  understand  the  economic 
challenges  that  face  our  city's  businesses,  as  well 
as  those  across  the  country. 

That's  why  we're  working  harder  to  provide  the 
kinds  of  services  that  help  Chicago  businesses  and 
businesses  nationwide  manage  costs.  Services  that 
help  keep  insurance  affordable. 


We  help  businesses  prevent  workers'  com- 
pensation injuries,  control  skyrocketing  medical 
costs,  and  manage  employee  long-term  disabil- 
ities. And,  by  combatting  fraudulent  and  inflated 
claims,  we  save  businesses  millions  of  dollars 
every  year. 

Cost  management  is  one  way  CNA  insurance 
works  harder  for  you. 


For  All  the  Commitments  You  Make® 

CNA  Insurance  Companies/CNA  Plaza/Chicago,  IL  60685 
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business  community,  a  diverse  pool  of 
human  resources,  cleanliness,  the  lake- 
front,  and  an  extensive  cultural  base. 
And  the  city's  greatest  attribute, 
according  to  Noha,  is  the  tremendous 
relationship  between  the  business  com- 
munity and  the  mayor's  office. 

"Richard  Daley  is  a  natural  leader 
who  reaches  out  to  the  business  com- 
munity, while  making  city  government 
more  efficient  and  effective.  He  acts  on 
recommendations,  which  is  why  he  has 
the  support  of  the  business  people  here. 

"We  haven't  spent  enough  time  tel- 
ling the  rest  of  the  countr\'  what  a  great 
place  this  is  to  live  and  work.  Rather 
than  big  tax  incentives,  we're  putting 
the  money  into  transportation  and  real 
estate  development  and  improving  the 
quality  of  life  for  businesses  and  the 
people  they  employ.  We're  the  best 
kept  business  secret  in  the  nation.  The 
Economic  Development  Commission 
is  exposing  that  secret." 

GREEN  BY  DAY 
AND  LIGHT  BY 

NIGHT  Chicago  is  set  dramatical- 
ly on  the  western  shore  of  Lake 
Michigan  and  is  bisected  by  the  Chi- 
cago River.  Clean  and  green  by  day  and 
dazzling  at  night,  Chicago's  appearance 
is  no  accident. 

Spurred  by  Mayor  Daley's  strong 
belief  that  trees  are  good  for  a  city's  aes- 
thetics and  ecology,  new  developments 
adhere  to  guidelines  for  landscaping 
and  setbacks.  The  Light  the  Loop  Com- 
mittee, established  by  the  Mayor,  works 
with  developers  to  see  that  reconfigured 
or  new  buildings  include  plans  for  exte- 


rior lighting  to  help  the  city  glow  at 
night. 

Friends  of  the  River  is  a  group  that 
works  with  the  city  and  developers  to 
ensure  that  the  downtown  riverfront  is 
inviting  for  the  public  to  use.  Builders 
follow  design  guidelines  that  promote 
a  continuous  walkway  and  foster  a  con- 
sistency to  the  riverfront's  growing 
retail,  commercial,  and  residential 
community. 

"Chicago  is  an  incredibly  vibrant 
city  and  an  attractive  location  for  busi- 
nesses to  expand  and  grow,"  says 
Valerie  Jarrett,  commissioner  of  the 


nurture  investment  both  for  h\i 
to  position  ourselves  for  tomcx 
That  list  of  public  and  prin 
jects  makes  city  leaders  across  t 
tPr'  green  with  emj. 


Mccormick  Pl, 
convention 
center  to  th 


Mccormick 
place.  the 

NATIONS 
LARGEST  EXHIB- 
rr  SPACE. 
IS  EXPANDING 
AGAIN 


Department  of  Plan- 
ning and  Develop- 
ment. "Our  corporate 
citizens  participate 
in  making  the  city 
stronger,  and  that 
includes  continuing  to  care  for  the 
city's  physical  image. 

"The  city  is  pro-business  and  pro- 
development,  and  this  administration 
is  committed  to  making  businesses 
located  here  thrive.  The  wealth  of  joint 
public  and  private  projects  are  visible 
examples  of  how  government  works 
with  the  private  sector.  We  in  Chicago 


WORLD  Chicago  is  . 

panding  its  convention  and  tne 
facilities  in  response  to  the 
for  grout 
v/ithin  th 
business  con 
and   from  n 
town  vend 
want  to  sj 
their  produi; 

Tom.ect 
of  larger  ai 

creative  exp 
the  nation 
exhibition  a 
McCormick  Place,  which  hus 
lion  people  per  year,  is  grow  i 
Currently  under  construction 
mick  Place  III  will  not  oi 
McCormick  Place  the  nation  ll 
permanent  exhibition  center 
also  help  to  revitalize  the  area. 

"The  project  will  provide  t  ': 
state  with  huge  benefits,"  s.r. 
the  Metropolitan  Pier  and  E-- 
Authority,  Jim  Reilly,  "includiL-i 
additional  permanent  jobs,  rr'? 
$80  million  in  new  tax  reven 
year,  and  an  additional  tota 
economic  impact  of  $1 .6  billit 


isiness  banking  cut  from  a  different  cloth. 


Our  trappings. 


More  often  than  not,  the 
to-day  activities  in  the  worlds 
quity  financing,  portfolio  man- 
lent  and  capital  funding  could 
[escribed  as  something  akin 
'ar. 

Its  not  a  battleground  for 
aint  of  heart.  Nor  is  it  for  rigid, 
:xible  automatons.  Ironically, 
igh,  many  business  bankers 
IS  straight  and  narrow  as  the 
tripes  they  wear.  Which,  to  us, 
;n' t  make  a  whole  lot  of  sense. 

We've  learned  that  the  road 
ctory  often  requires  insightful, 
:ipatory  strategies,  followed  by 
,  sometimes  guerrilla-like  tac- 
AU  deployed  by  aggressive, 
ard-thinking  bankers. 

We  have  an  army  of  those  bankers  at  Continental.  And  each  is  eager  to  advance  your 
e  in  the  face  of  seemingly  insurmountable  odds. 

So  eager,  in  fact,  that  some  are  even  planning  to  make  contact  with  you  this  very 
ite.  Just  so  we  can  help  you  and  your  Continental  Bank 


Our  attitude. 


less  be  all  that  you  can  be. 


Anticipating  the  needs  of  business." 


nul  Bank  N  A.,  231  South  LaSallc  Street.  Chicago.  IL  60697  Damnln  uffim:  Atlanta.  Chicago.  Dallas.  Los  Angeles.  Miami,  Ncs»  York  Inurvanoml nUna  Buenos  Aiies,  Caracas,  London,  Mexico  City,  Santiago,  Sao  Rtulo,  Tokyo 
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During  construction,  another  S3. 5 
billion  in  economic  activit)',  including 
more  than  7,500  construction  jobs,  is 
expected. 

At  a  total  cost  of  S987  million,  the 
project's  plans  call  for  one  million 
square  feet  of  additional  first-class 
exhibit  space  plus  300,000  square-feet  of 
new  state-of-the-art  meeting  facilities. 

Existing  space  will  also  undergo  ren- 
ovation, including  new  entrances,  lob- 
bies, and  signage.  A  glass-enclosed  con- 
course will  ser\'e  as  a  unifv'ing  element 
for  the  complex,  connecting  the  East, 
North,  and  new  South  buildings. 

In  1971,  the  new  McCormick  Place 
replaced  the  original  with  a  four-level 
structure  of  exhibit  space,  theaters,  res- 
taurants, meeting  rooms,  adjunct  facil- 
ities, and  a  main  exhibit  hall  with 
enough  floor  space  to  fit  four  football 
fields.  In  1980,  McCormick  Place, 
responding  to  demand,  added  the  West 
Building,  and  in  1986 


THE  PEOPLE 
MOVER  AT 
OHARE 
-CHICAGO 
BUSINESS  IS 
OFTEN  AHEAD 
OF  OTHER 
SECTIONS  OF  THE 
COUNTRY ■ 


once  again  expanded, 
adding  the  North 
Building. 

"The  latest  project 
is  designed  to  keep 
Chicago  a  cut  above 


competing  cities  by  providing  the 
largest  facilit\'  complex  in  a  user-friend- 
ly, cutting  edge  environment,"  says 
Reilly.  "Project  completion  is  project- 
ed for  1997." 


O'HARE  AIRPORT: 
CROSSROADS  OF 

THE  WORLD  The  worlds 
busiest  airport  also  continues  to  grow. 
The  new  international  terminal,  a  state- 
of-the-art  and  visionary  building  cur- 
rently under  construction  and  sched- 
uled to  open  in  the  summer  of  1993. 
will  dramatically  increase  O'Hare's 
abilit}'  to  ser\'ice  more  cities  around  the 
world  than  ever  before. 

"Chicago  has  taken  great  strides  in 
the  past  few  years  in  expanding  air  trav- 
el opportunities,"  says  Chicago  Depart- 
ment of  Aviation  Commissioner  David 
R.  Mosena.  "As  the  world  takes  notice 

of  O'Hare's  progress,  more  business 
will  be  attracted  to  Chicago  because  of 
its  unprecedented  level  of  air  service  to 
hundreds  of  destinations.  The  city 
plans  to  focus  its  efforts  on  revitalizing 
the  airport  and  maximizing  our  eco- 
nomic potential. 

"Today,  travel- 
ers enjoy  an  excel-  . 
lent  level  of  inter- 
national air  service, 
with  over  30  non- 
stop destinations 
w  o  r  1  d  \s'  i  d  e .  Our 
new  international 
terminal  positions 
Chicago  to  become 
the  transportation. 


^rican  Understands  The  Ins  And  Outs  Of  Doing  Business  In  Chicago. 


If  you're  headed  to  Chicago  on  business, 
American  Airlines  knows  exactly  what  you 
need  to  make  the  most  of  your  tri[).  After  all, 
we've  been  doing  business  in  and  out  of  here 
for  over  thirty  years.  That's  why  we  give  you 
a  choice  of  over  900  nonstops  to  and  from 
O'Hare  every  day  Nonstops  that  can  connect 
you  with  116  U.S.  and  15  internatif)nal  cities.* 
That's  why  we  offer  you  the  comfort  and  con- 
venience of  our  modern  Gateway  to  the  Worid 
terminal.  And  that's  why  we  have  12,000  em- 
pkjyees  based  here,  each  of  whcjm  understands 
your  needs  as  a  business  traveler.  And  how  to 
fulfill  them.  So  next  time  you  want  to  get 
down  to  business  in  Chicago,  fly  the  airiine 
that  means  business  in  Chicago.  Call  your  I 

Travel  Agent  or  American  at  1-800-433-7300.  } 

I 
I 

AmericanAirlines 

WE  MEAN  BUSINESS  LN  CHICAGO  "  , 


*Include.s  Amentan  Eagle*  semce  .Vnerican  Kagle  is  a  regi-stered  trademark  of  Amencan  .^jrilnes,  Inc ,  iind  is  .^mencan's  regional  airline  associate. 
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distribution,  and  warehousing  center  of 
the  world." 

Encompassing  156  ticketing  posi- 
tions, 21  gates,  11  moving  walkways, 
and  68  state-of-the-art  federal  inspec- 
tion booths  within  1.1  million  square 
feet,  the  new  terminal  will  triple  the  cur- 
rent capacity  and  will  feature  ready 
access  to  the  domestic  terminals  plus 
600  adiacent  parking  spaces. 

Through  the  year  2000,  interna- 
tional traffic  at  O'Hare  is  projected  to 
grow  at  least  10%  each  year.  Improved 
international  access  to  and  from 
Chicago  is  part  of  the  overall  plan  to 
increase  Chicago's  presence  in  the  world 
market,  as  well  as  to  bolster  and  expand 
the  city's  extensive  tourist  industn,'. 

Also  under  construction  at  O'Hare  is 
the  Airport  Transit  System,  commonh 
referred  to  as  the  People  Mover,  a  user- 
friendly  light  rail  system  which  will 
improve  the  opera- 
tion  of  the  airport 

LEFT;  O  HARE 
AIRPORT  INTE- 
RIOR, RIGHT.        itself,  making  it  easier 

-OUR  STRA- 
TEGIC MIDWEST 
LOCATION 
MAKES  US 
EASILY  ACCESSI- 
BLE FROM 

ANY  LOCATION       Tran>it  Svstem,  or 
AROUND         ATS,  will  secure 

THE  GLOBE.-  .  . 

Chicago  s  preemi- 

THCMAS  R.  DONOVAN  ^ 

nent  role  as  the  key 
transportation  center  in  the  U.S.," 
maintains  Mosena.  "The  ATS  makes 
connections  easier  and  expedites  travel 
for  international  travelers  transferring 
to  domestic  flights.  In  the  future, 
Chicago  envisions  extending  existing 
commuter  rail  lines  and  linking  them 
to  the  ATS  to  enhance  our  multimodal 
transportation  system." 


for  passengers  to  get 
around      from  ter- 
minal to  terminal. 
"Our  new  Airport 


THE  CIRCULATOR - 
OR  THE  BIG  LOOP 

Even  people  who  have  never  been  to 
Chicago  are  familiar  with  the  phrase 
"The  Loop."  By  1 998,  they  may  be  used 
to  the  expression  "The  Big  Loop." 

Generally  used  to  mean  the  heart  of 
downtown,  the  Loop  actually  refers  to 
the  four-sided  circle  made  by  the  elevat- 
ed public  transit  tracks  that  ser\ice  the 
heart  of  the  central  business  district. 
That  landmark  may  have  its  title  usurped 
in  1998  when  Chicago  unveils  a  new 
public  transportation  system  designed 
to  complement  existing  transit  routes. 

To  help  employees,  residents,  and 
visitors  get  across  an  expanded  down- 
town that  has  grown  from  one  square 


numerous  employment,  tourisi 
recreational  destinations  on  all  sic 
interconnected  across  the  middle' 

"This  system  will  truly 
Chicago  a  modern  city  and  will 
tain  its  status  —  both  national 
internationally  —  as  a  primar\'  bi 
location,"  says  Stephen  E.  Schlic 
executive  director  of  the  Centra 
Circulator  project.  "The  Circi 
which  is  benefitting  from  ext 
community  input,  will  also  foci 
nomic  development  in  under 
areas,  improve  air  quality,  and 
traffic  congestion." 


NAVY  PIER:  A 
CLASSIC  REBOR 

utting  out  into  Lake  Michigai 
beckoning  hand  in  the  mic 
Chicago's  29  miles  of  continuou 


mile  to  eight,  the  city  is  undertaking  a 
massive  new  transportation  project 
called  the  Central  Area  Circulator.  A 
light  rail  system,  the  Circulator  is  pro- 
posed to  run  at  street  level  along  the 
lake  from  .\IcCormick  Place  to  the 
North  Michigan  Avenue  area  and  from 
the  lakefront  across  the  Loop  to  the 
major  commuter  rail  stations  on  the 
Near  West  Side. 

Proposed  routes  look  much  like 
another  Loop,  in  that  the  general  area 
to  be  served  resembles  a  large,  four- 
sided  circle,  but  the  big  difference  is  that 


ational  lakefront.  Navy  Pier  ' 
for  76  years  as  a  glorious  trib 
city's  long  love  affair  with  ar^ 
Currently  underway  is  a  ma^ 
velopment  effort  that  will  bri: 
toric  landmark  to  new  height- 
and  elegance  for  Chicagoans. 

"The  Pier  was  dedicated  at 
tion  to  the  people  of  Chicago 
Metropolitan  Pier  and  Ex 
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Motorola's  Micro  TAC 11™  was  the  first 
ceiluior  plione  to  bfeols  the  eioht  ounce 

TECHNOLOGY  IN  JAPANESE  HANDS. 

in  Japan.  Along  with  our  pogers,  semiconductors  and  truni«d  radio  systenns,  our  ceiluior  phones  hove 
iiuite  Q  name  for  Motorola  in  a  country  Isnown  for  excellence  In  electronics.  Thafs  because  we've  mode  perfection 
nnoje  goal.  And  we  won't  stop  there.  As  we  continue  to  improve  our  processes,  our  objective  will  always  be  to 
higher  performance  products  fosler-ond  price  them  better,  too.  At  Motorola,  we're  not  just  meeting  ttie  toughest 
standards  in  the  world  today  we're  striving  to  set  them.  ^ 


MOTOftOLA 


Quality  Means  The  M>r1d  To  (/s.™ 


end  MofoiolQ  ar?  registered  ttpdemorte  of  Motorola,  he  ©  1992  Motorbio,  inc. 
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It  Takes  More  Than  A  Basement  Full  Of  Water  To 
Dampen  Tlie  Spirits  Of  Tlie  Chicago  Board  Of  Trade 


Last  April,  the  Great  Chicago 
Klood  had  the  downtown  business  com- 
munity treading  water.  With  the  (Chicago 
River  coursing  into  the  underground 
tunnel  system  beneath  the  city's  busi- 
ness district,  many  operations  were 
seriously  interrupted  ^^^^  The 
Chicago  Board  of 
uas  one  of  them 


Trade 


During 
first  critical  days.j 
city  pulled 
and  worked 
get  CROI 


those 
the  entire 
together 
furiously  to 
operations  up 


vital  global  economic  function  we  ser\( 
and  our  contribution  to  the  city  and  stat 
economy  as  w  ell.  The  exchange  is  dii  ect  I 
responsible  for  thousands  of  jobs,  hi 
lions  of  dollars  in  average  daily  ban 
deposits  and  the  generation  of  millions  i 
tax  revenues. 

With  our  trading  volum 
increasing,  and  new.  innovati\ 


and  running  in  record  time.  As  a  result. 
(^BOT  was  down  less  than  two  days.  But  it 
was  long  enough  to  disrupt  financial  and 
commodity  markets  worldwide.  The 
(;B0T  the  world's  largest  futures  and 
options  exchange,  serves  as  a  central 
marketplace  for  the  agricultural  and 
financial  economy.  Without  price  discov- 
ery and  risk  management  mechanisms, 
traders  and  investors  around  the  world, 
no  longer  had  a  safe  haven  to 
protect  their  investments  from 
"adverse  market  movements. 

Mayor  Daley  made  it  a  top 
priority  to  get  our  markets  up  and  run- 
ning again  quickly,  recognizing  the 


«DI  AMMONIUM  PHOSPHATE*ANHYDROUSAMMONIA*  PRECIOUS  META! 


®  1992  Ttie  Chicago  Board  o(  Trade 
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rity  Chairman  John  Schmidt, 
will  serve  that  tradition  again, 
han  it  ever  has.  We  are  excited  to 
plans  for  it,  so  long  in  develop- 
inally  coming  to  fruition.  When 
!ted,  Navy  Pier  will  be  a  welcome 
n  for  Chicago's  residents  and  the 
ss  community  at  large." 
gated  for  completion  in  mid- 
he  Pier  will  be  host  to  exhibi- 
nd  city  cultural  events  in  a  vari- 
new  settings.  Included  will  be 
ly  Park  at  the  headlands  area  of 
r,  the  Grand  Promenade  with  a 
alkway  of  shops  down  the  3,000- 
igth  of  the  Pier  which  pedestri- 
cyclists,  and  joggers  will  share 
trolley  shuttle  bus,  and  the 
'  Pavilion  which  will  offer  a 
en's  Museum,  a  Grand  Gallery 


of  retail  shops,  and  the  Crystal 
Gardens,  the  largest  indoor  garden  in 
Chicago. 

The  Navy  Pier  Gardens,  by  contrast, 
will  feature  an  open  landscaped  area  for 
outdoor  horticulture,  fountains,  a  cov- 
ered ice  skating  rink,  and  an  1,800-seat 
performance  tent.  The  final  new  build- 
ing to  be  constructed.  Festival  Hall,  will 
serve  as  a  multipurpose  exposition  and 
special  events  facility. 

To  complete  the  redevelopment,  his- 
toric Pier  buildings  that  were  restored 
in  1976  as  a  Bicentennial  project  will  be 
further  renovated.  These  include  the 
Terminal  Building,  the  Shelter  Building, 
whose  observation  deck  will  be  devel- 
oped into  an  outdoor  dining  area,  the 
Recreation  Building,  which  offers  a 
12,000  square  foot  reception  area,  and 
the  Auditorium 
Building,  whose 
magnificent 
25,000-square  foot 

rotunda  ballroom 
is  crowned  by  an 
80-foot  domed 
ceiling  and  sur- 
rounded on  three 
sides  by  the  gentle 
swells  of  Lake 
Michigan. 

Designed  as  a 
"modern  Saiis 
Souci,  a  veritable 
'palace  without  a 
care'  where  fresh 
air,  sunshine,  free 
concerts  and  en- 
tertainment under 
ideal  conditions" 
would  be  offered. 


Navy  Pier  opened  to  the  public  in  1916 
as  the  only  Lake  Michigan  public  recre- 
ational facility.  The  Pier  has  served  as  a 
port  for  cargo  and  passenger  ships,  a 
staging  area  for  the  military  in  World 
War  L  a  naval  training  center,  a  univer- 
sity campus,  and  an  exposition  center. 

Despite  its  many  transformations, 
Navy  Pier  has  always  returned  to  its 
original  use  as  a  unique  recreational 
area  for  Chicagoans  where  the  public 
can  stroll,  play,  enjoy  the  creative  arts, 
and  —  in  the  summer  months  —  even 
get  married. 


INTERNATIONAL 
BUSINESS 
CONNECTIONS 
AROUND  THE 


The  Midwest  is  one  of 


WORLD 

the  nation's  most  prosperous  regions, 

and  Chicago  is  its  hub,"  says  former 
U.S.  Senator  Adlai  Stevenson.  "This  city 
is  a  growing  transportation,  distribu- 
tion, manufacturing,  service,  and  finan- 
cial center  for  the  world." 

Chicago  is  ripe  for  international 
business,  and  is  aggressively  courting 
the  world's  commerce.  At  the  Illinois 
World  Trade  Center,  an  electronic  bul- 
letin board  connects 
Chicagoans  with 
three  million  people 
around  the  world  for 
the  primary  purpose 
of  buying  and  selling. 

"International 
trade  flows  to  and 
from  Chicago  for 


"CHICAGO 
IS  THE  LARGEST 
SMALL  TOWN 
IN  AMERICA. 
EVERYONE 

WORKS 
TOGETHER 
HERE," 

Darryl  Hartley- 
Leonard 
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WORKING  — AND  LIVING  — 
IN  THE  HEART  OF  THE  CITY 


many  reasons,  chief  among  them  is 
where  we're  located,"  says  Neil 
Hartigan,  chairman  of  the  Illinois 
World  Trade  Center.  "Add  telecommu- 
nications, our  abundant  supply  of  elec- 
tricity, extensive  transportation,  the 
fresh  water  of  Lake  Michigan,  and 

financial  market  leadership  second  to 
none,  and  you  have  the  ingredients  for 
a  first-class,  international  city." 

Members  of  the  Illinois  World 
Trade  Center  Association  can  connect 
directly  with  over  500,000  business 
executives  via  a  state-of-the-art  com- 
munications system  that  makes  access 
available  by  PC  and  modem.  That  puts 
the  world  —  including  market  knowl- 
edge, competitor  intelligence,  and  local 
customs,  language,  and  translation  — 
on  any  desktop  in  Chicago.  Addition- 
ally, companies  can  advertise  across  the 
system,  getting  their  sales  pitch  directly 
to  236  similar  world  trade  centers  in  56 
countries  throughout  the  world. 

"The  critical  key  to  our  leadership  in 


"THOSE  WHO 
LIVE  IN  CHICAGO 

LOVE  IT  AND 

THOSE  WHO 
LEAVE  WANT  TO 

COME  BACK.  ' 
JACK  Sander 


international  trade  is 
the  support  of  Richard 
Daley,"  Hartigan  main- 
tains, "and  his  close  ties 
to  our  diverse  ethnic 
communities.  The  in- 
vestment from  Asia, 
Europe,  Latin  America,  and  Canada  is 
in  large  part  due  to  the  mayor's  com- 
mitment to  our  local  ethnic  popula- 
tions. It  is  with  their  help  that  the  cham- 
bers of  commerce  around  the  world  are 
opening  their  doors  to  Chicago." 

CENTRAL 
STATION:  THE 
NATION'S  LARGEST 
URBAN  LAND 
DEVELOPMENT  i„  ,he 

largest  urban  land  development  in  this 
decade  anywhere  in  the  United  States, 

the  Central  Station  Project  in  the 
South  Loop  is  turning  72  acres  of  lake- 
front  property  known  as  Burnham 
Park  into  an  extensive  mixed-base 
development. 

"Central  Station's  proximity  to 
McCormick  Place  and  the  Museum 
Campus  to  the  east,  both  of  which 
attract  visitors  from  all  over  the  world, 
makes  it  an  ideal  location  for  business- 
es of  all  types,  both  domestic  and  inter- 
national," says  Michael  A.  Tobin,  pres- 
ident and  COO  of  the  Central  Station 
Development  Corporation.  "A  home  in 
Central  Station  allows  a  company  the 
opportunity  to  showcase  itself  in  an 
environment  unmatched  by  any  other 
in  Chicago." 


Unlike  other  urban  cenlers  where  vvo 
flee  at  day's  enti  back  to  the  suburbs, 
Chicagoans  not  only  work  hut  also  Ji\ 
and  play  -  in  the  downtown  area,  wh 
stays  very  much  alive  until  the  wee  hi 
of  the  morning. 

"('Jiicaf>o  has  always  been  lhecityf( 
seasons.  Culturally,  socially,  and  co 
mercially,  Chicago  buslles  with  enci 
In  the  past.ivc  were  Saridburg's  'Hd 
butcher  to  the  nation. '  Today,  we  a^j 
'Risk  manager  to  the  world.  '  Chica^ 
the  Chicago  Mercantile  Excliange  h\ 
the  fastest  global  growth  industry:  i\ 
and  asset  management. "  i  a(  k  vand 

(  IIAIU\I\N,(  nil  A(,i)MI.K(.ANllll  i:X(.llA 

"Transportation  in  and  out  of  the  c 
so  easy  for  employees  that  a  great  n 
people  slay  around  downtown  aftei 
The  city  encourages  this,  bringing  f 
concerts  and  festivals  to  the  downtt 
lakefronl  just  about  year-round. 
Moreover,  the  changes  currently  uri 
way  -  more  residential,  retaH,  educ 
al,  and  cultural  offerings  than  ever 
-  make  dowjitowti  an  e.xciting  plaa ; 
day  and  night."  win  i  \m  dai  i  y.i'ki-s 

AMA1.(;A.\I:VII DBANiKOI  I  IIU  Ai.O 

"We  have  41  Crate  &  Barrel  stores 
markets  across  the  country,  includi 
major  cities.  Chicago,  where  we  ha 
three  very  successful  stores  includii  l' 
flagship  store  on  Michigan  Avenue 
unique  retail  center  because  of  the 
ronment  of  the  city  itself.  It  has  a  f 
able  business  climate,  and  it  is  safe 
can  live  in  this  city.  Covernment  hi 
understands  business,  and  it  nouri 
business  by  fostering  u  better  quali 
life  for  its  people."  i.oiiixix  sical. 

I'Rl MDI  \  I  .(:UA'I1.«<  liAUKI  1 

"The  city  of  Chicago,  with  its  beau 
lakefront,  has  a  wonderful  history. 
Culturally,  we  have  everything  to  (> 
theater,  museums,  opera,  thesymf  ' 
and  stunning  architecture.  Chicag  >  i 
it  all.  Moreover,  Chicago  is  truly  a  ■  'i 
national  city  and  one  of  the  premi  in 
ness  and  tourism  hubs  in  the  worli  /  ? 
city  has  always  been  one  of  the  mo "» 
ductive  metropolitan  areas  in  Am  iit 
offering  tremendous  opportunitie.  >  i 
industry  headquartered  here."  in  i  i 

DONOVAN.  PRESIIJI  N  I  AM)  (.EO,  THE  Cll  »  *i 
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When  you're  away  from  your  office 
we  bring  your  office  to  you. 


ly  you  can  carry  a  phone  in  your  shirt  pocket,  keep 
luter  in  your  briefcase,  even  send  a  fax  from  your  car. 
iritech  is  at  the  forefront  of  this  personal 
inications  revolution.  Since  we  built  the  world's 
mmercial  mobile  telephone  network,  we've  become 
jest  operator  in  the  Great  Lakes  region.  With  every- 
om  messaging  and  paging  to  information  access,  we're 
ng  people  with  new  freedom  and  mobility, 
e  preparing  for  the  future,  too.  This  year  we're  con- 
one  of  the  most  comprehensive  personal  communica- 
irvices  (PCS)  trials  in  the  nation.  Our  PCS  technology 
!ize  our  existing  network  and  allow  portable  phones 
Tialler,  lighter  and  less  expensive.  Also,  we  are  pur- 
ew  digital  technology  with  the  potential  for  fifteen 
lore  capacity  than  current  cellular  systems. 


At  work,  at  home,  and  on  the  move,  we're  connecting 
our  customers  with  tomorrow  and  our  shareowners  with 
financial  opportunity.  In  fact,  we've  already  outperformed 
the  other  regional  communications  companies  in  return 
to  equity  eight  years  in  a  row. 

For  a  copy  of  our  Annual  Report  or  related  financial  pub- 
lications, call  Ameritech  Investor  Relations  at  312/750-5353. 


The  Communications  Companies  of  Ameritech  are: 
Illinois  Bell  •  Indiana  Bell  •  Michigan  Bell  •  Ohio  Bell  *  Wisconsin  Bell 
Ameritech  Audiotex  Services  •  Ameritech  Credit  •  Ameritech  Development 
Ameritech  Information  Systems  •  Ameritech  International 
Ameritech  Mobile  Communications  •  Ameritech  Publishing 
Ameritech  Services  •  The  Tigon  Corporation. 


JsmERiTECn 

Connecting  You  With  Tomorrow 

5Ch  Corpofation 
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The  large  availability  of  land  within 
the  Central  Station  site  gives  companies 
nearly  unlimited  flexibility  in  building 
design,  as  well  as  the  capacity  to  accom- 
modate future  growth  without  relocat- 
ing to  a  new  location. 

Retail,  office,  and  permanent  exhi- 
bition space,  residences,  hotels,  and 
institutional  buildings  are  being 
planned  in  a  "cooperative  community" 
environment.  The  first  phase  is  already 
under  construction  with  2,500  residen- 
tial units  planned.  Of  the  160  town- 
houses  currently  under  construction,  a 
third  have  been  pre-sold  in  the  first 
three  months  of  marketing.  The  second 
and  third  phases  will  focus  on  mixed- 
use  commercial  buildings. 

Central  Station  was  originally  built 
in  1892  as  a  showcase  terminal  for  the 
Illinois  Central  Railroad.  During  the 
1920s,  prestigious  neighbors  sprang  up 
around  Central  Station,  including  the 
Field  Museum  of  Natural  History, 


Outliving  their  original  use,  the  rail- 
road yards  of  Central  Station  are  about 
to  enjoy  a  new  role  in  Chicago  history 
as  home  to  wide,  landscaped  boule- 
vards and  extensive  parklands  that  will 
create  a  campus-like  environment 
rarely  seen  in  a  traditional  central  busi- 
ness district. 

"If  Chicago's  story  of  growth  in  the 
eighties  was  the  redevelopment  of  its 
traditional  central  Loop,"  says  Tobin, 
"the  story  for  the  nineties  and  beyond 
will  be  the  rejuvenation  of  Chicago's 
historic  Burnham  Park  community." 

STATE  STREET: 
AN  EVEN  GREATER 

STREET  While  Daniel  H.  Burn- 
ham's  masterful  plan  of  1908  dominat- 
ed the  evolution  of  downtown  for 
decades,  the  latter  half  of  this  century 
has  its  own  grand  planners.  The 


THE  CITY  THAT  WORKS  EVEj 

WHEN  IT  CANT  i 

  I 


Grant  Park  Stadium  later  renamed 
Soldier  Field  in  honor  of  the  soldiers  of 
World  War  I,  the  lohn  G.  Shedd 
Aquarium,  and  the  Adler  Planetarium, 
the  first  in  the  U.S. 


Chicago  Central  Area  Committee 
(CCAC)  was  founded  35  years  ago  by 
representatives  from  the  private  sector 
who  wanted  to  create  a  "vision"  ot 
Chicago  in  concert  with  the  city.  In 
short,  they  have  a  lot  to  do  with  how 
Chicago  looks,  from  its  impressive, 
cohesive  skyline  to  the  sidewalks  that 
front  its  award-winning  buildings. 

The  heart  of  the  central  business  dis- 
trict is  State  Street,  known  through  song 
and  reputation  as  "that 
cHicAGos         great  street."  The  dy- 

LOOPISA  .  ,-  ^1  • 

namic  center  or  Cni- 

POPUUR 

SHOOTING  cago.  State  Street  has 
LOCATION  FOR       always  responded  posi- 

MAJOR  FILM  .     ,  L  r>  . 

tively  to  change.  Recent 

STUDIOS 

and    future  develop- 


Most  school  children  believe  that  a  (j 
kicked  over  a  lantern  in  1871  and  st^ 
Great  Chicago  Fire.  Now  they  have  a 
date  and  event  to  remember:  Chicag 
Great  Loop  Flood  of  '92. 

In  the  early  morning  on  April  1 3,  a  1' 
opened  in  a  freight  tunnel  running  t 
the  Chicago  River  about  40  feet  belo 
level.  Up  to  150  milHon  gallons  of  ri 
filled  the  tunnels  beneath  the  Loop ; 
poured  into  the  basements  and  subl 
ments,  forcing  Cbmmonwealth  Edis 
power  to  a  20-block  area  of  theLooj 
scattered  locations  across  greater  dc 

Mayor  Daley  immediately  asked  tha 
Loop  be  declared  a  federal  disaster  e 
ordered  an  evacuation  of  the  area  w 
Army  Corps  of  Engineers,  Commor 
Edison,  and  city  officials  evaluated  i 
tion  and  assessed  the  danger.  Simui 
ly,  the  city  set  up  hot  lines  and  coor. 
the  efforts  of  businesses,  utilities,  p< 
and  residents.  The  prodigious  effor 
engineers  and  utility  crews  over  the 
two  weeks  to  seal  the  leak,  pump  wa 
tunnels  and  basements,  and  restore 
power  are  history  and  will  not  soon 
gotten.  . 

"It  is  a  testament  to  everyone  invob 
without  a  blueprint,  over  one  millic 
ers  were  evacuated  from  the  area  in 
three  hours,"  says  Donald  A.  Petku 
president  of  corporate  relations  at  ' 
Commonwealth  Edison.  "Thegove| 
the  police,  the  fire  depaitment,  the ' 
the  business  community,  and,  most 
tantly,  the  citizens  came  together  ii 
ately  and  did  what  had  to  be  done.' 

Commonwealth  Edison  set  up  an  e 
"800"  number  for  business  custom 
hours  and  opened  an  Emergency  R 
tion  Center  in  the  Loop  to  provide 
communication  between  customer 
utility  restoration  team.  Business  h 
ness,  the  utility  crews  brought  buil 
and  the  companies  within  them  ba 
Businesses  praised  both  the  city  an 
Commonwealth  Edison  for  their  s\ 
ciency,  and  humane  handling  of  pi ' 
throughout  the  crisis. 

During  the  two  weeks  of  the  Great  " 
Flood  of '92,  there  was  no  increase  £ 
no  looting,  and  no  one  was  hurt.  "  « 
many  other  American  cities,  large  s 
asks  Petkus,  "would  be  able  to  say  l' 


f  ComeTbNQi^^  Dlinois.  ' 
Ire  Genfrally  k)(atBd  T)Everyth 


Just  think  what  a  central  geographic 
ion  could  do  for  you  and  your  business. 
Northern  Illinois  may  not  be  the  center  of 
iniyerse,  but  when  it  comes  to  transpor- 
a,  it  truly  is  the  hub  of  the  nation. 
It's  where  you'll  find  the  world's  busiest, 
traveled  airport:  Chicago's  O'Hare  Terminal. 
It's  also  where  two  other  major  airports, 
lilroads,  6  interstate  highways,  ana  over 
Tuck  and  bus  lines  come  together  to  meet 
e  great  city. 

So  whether  you're  in  business  to  move 
le,  paper,  or  products,  Northern  Illinois 
)ut  a  world  of  network  transportation  right 
ur  fingertips. 

Why  do  we  know  so  much  about  Northern 
is  transportation?  Well  we've  been  lighting 


the  highways  and  skyways  here  for  over  100 
years  now. 

We're  Commonwealth  Edison.  The  com- 
pany who  20  years  ago  planned  for  enough 
energy  to  assure  you  of  stable  and  accurate  bus- 
iness planning,  now,  and  well  into  the  future. 

We'd  be  more  than  happy  to  discuss  the 
many  things  that  Commonwealth  Edison  can 
do  for  you.  Or  even  talk  to  you  more  about  life 
in  northern  Illinois.  Just  call  our  economic 
development  experts  at  1-800-LOCATION. 
And  make  the  first  move  towards  the  right  move. 


&mmonwealth  Edison 
\\^reTliereWhenY)u  Need  Us. 


Serving  Chicago  and  the  Companies 
That  Made  it  Great 


$100,000,000 

^msted 

IIMOUBTRIES 

Amsted  Industries 
Incorporated 

Senior  Notes 


We  acted  as  financial  advisor  and  placement  agent 
in  connection  with  the  private  placement 
ot  these  securities 


Bradner  Central  Company 


Cash  Management  System 


The  company  has  consolidated 
Its  operating  business  with  us 


$50,000,000 


ERO  Industries,  Inc. 

Revolving  Credit  and 
Acquisition  Financing 


We  acted  as  agent  lor  this  transaction 
to  refinance  existing  indebtedness  and  provide 
lor  the  acquisition  of  SGI  Inc. 


$20,000,000 


We  provided  financing  for  the  company's 
acquisition  of  Fanny  Farmer 


Household  Finance 
Corporation 

Foreign  Exchange  and  Risk 
Insurance 


We  act  as  a  counterparty  on  foreign  exchange 
and  risk  insurance  transactions 


$50,000,000 

s 

titeti'iictii. 

Safety-Kleen  Corp. 
Interest  Rate  Swap 


We  acted  as  a  counterparty 
on  this  transaction 


$880,000,000 


SAKA  I  KK  (^OHPORATION 

Revolving  Credit  and 
Commercial  Paper  Back-up 


We  acted  as  agent 
on  this  financing 


$14,000,000 


SOLARS  PRESS 

Revolving  Credit, 
Letters  of  Credit  and 
Cash  Management  Services 


We  acted  as  agent  and 
led  these  facilities 


Whitman  Corporation 

Interstate  Rate  and 
Currency  Swaps 


We  acted  as  a  counterparty 
in  these  transactions 


FIRST  CHICAGO 
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merits,  suggested  in 
large  part  by  the 
CCAC,  are  turning  it 
into  much  more  than 
it  ever  has  been,  and 
this  at  a  time  when 
most  downtown  areas 
1  centers  are  going  bust. 

cago  has  been  developing  an 
ional  flair.  We're  going  to  end 

a  new  personality,"  says  Tom 
executive  director  of  the 
"From  fashion  to  sports,  from 

to  architecture,  Chicago  is 
l  international  attention.  That 

and  false  —  Capone  image  has 
aded.  The  evolution  is  most  in 
eon  State  Street." 
1  as  the  city's  premier  commer- 
3,  State  Street  for  most  of  its  life 
place  where  people  from  across 
Dn  came  to  shop.  An  attempt  to 
the  area  in  the  1980s  closed  off 
•et  to  all  traffic  except  buses, 
ks  were  widened  to  twenty  feet 
ght  full  blocks. 


"Eight  blocks  turned  out  to 
be  far  longer  than  people  would 
walk  in  a  mall  setting,"  explains 
Cokins,  "and  so  over  the  past 
decade  the  area  has  steadily  un- 
dergone conversion  to  mixed- 
use.  The  whole  fabric  of  the 
area  has  changed,  adding  office 
and  residential  space,  banking 
and  educational  institutions  to 
the  retail  that  was  there  before. 
The  area  is  more  active  than 
ever.  Over  100,000  people  now 
live  in  the  downtown  district." 

At  the  southern  end  of  the 
mall  the  Harold  Washington 
Library,  the  country's  largest  public 
knowledge  lender,  now  stands  in  mem- 
ory of  Chicago's  first  black  mayor. 
Around  the  high-tech  information 
complex,  the  city's  downtown  campus 
of  higher  learning  has  spread  out,  and 
now  includes  DePaul  University  Exten- 
sion, Roosevelt  College,  Columbia 

College,  the  School  of  the  Art  Institute, 
and  the  John  Marshall  Law  School. 

"The  improve- 
ments that  are  com- 
ing to  State  Street  are 
a  natural  growth  of 
what  has  happened 
in  the  area,"  explains 
Cokins.  "The  side- 
walks will  be  restored 
to  normal  width,  and 
then  the  street  will  be 
reopened  to  traffic. 
We  may  even  see  the 
Circulator  run  down 
the  middle.  The  fact 
is,  we  don't  need 
massive  intervention 


for  new  development  because  the  basis 
for  transportation  in,  around,  and  out 
of  the  area  is  in  place.  We  are  only 
improving  it." 


SOUTH 

WATER  MARKET: 
ENLARGING  THE 
BREAD  BASKET  Chicago 

has  always  served  as  the  food  distribu- 
tion center  for  the  country.  Fresh  pro- 
duce from  farming  communities  has 
long  arrived  by  train  and  truck  and 
found  its  way  to  the  South  Water  Mar- 
ket. Changes  in  demographics  and  con- 
sumption trends  have  increased  the  in- 
flux of  fresh  food  to  the  point  of  strain- 
ing the  South  Water 

A  RITUAL 

CACHE  FIGURE      Market   beyond  its 
FROM  NEW        capabilities.  The  cur- 
rent facility  on  14  acres 


consists  of  three  floors 


MEXICO,  CIRCA 
1  350.  IS  PART 
OF  THE  ART 
INSTITUTE  OF 
CHICAGO'S  CUR- 
RENT EXHIBIT       plus  a  basement. 

The  city's  answer 
to  this  problem  is  to 
develop  a  new,  first- 
of-its-kind  distribu- 
tion center  on  a  62- 
acre  site  at  Ashland 
Avenue  and  the  Ste- 
venson Expressway  as 
part  of  its  targeted 
industrial  park  initia- 
tive to  bring  high-pay- 
ing jobs  to  Chicago. 

The  new  market 
will  replace  the  old 
venue  with  the  coun- 
try's latest  f  )od  distri- 
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AN  AMERICAN  CITY  WITH 
INTERNATIONAL  STYLE 


bution  center,  incorporating  state-of- 
the-art  food  handhng  technology  with 
better  access  for  vendors.  Improved 
vehicular  access  and  the  latest  in  receiv- 
ing dock  technology  will  increase  over- 
all efficiency  and  encourage  expansion. 

"Currently,  South  Water  Market 
houses  62  wholesale  food  firms,  most  ot 
whom  are  produce  distributors,  and 
employs  1,200  workers.  What  was  a 
four-story  state-of-the-art  terminal 
market  design  in  1925,"  explains 
Charles  Thurow,  First  Deputy  Commis- 
sioner at  the  Department  of  Planning 
and  Development,  "now  results  in  traf- 
fic congestion  and  inefficient  work  pat- 
terns and  prohibits  Chicago  from  cap- 
turing its  share  of  national  growth  in  the 
produce  industry." 

The  new  market  is  intended  to  alle- 
viate all  those  problems  and  position 
Chicago  again  as  the  national  center  for 
produce  handling  and  distribution. 
"We  surveyed  85  produce  whole- 


a  conceptual  design  that  will  accom- 
modate firms  currently  at  South 
Water  Market,  as  well  as  non-market 
firms  desiring  a  central  market  loca- 
tion. We  expect,  however,  that  the 
facility  will  eventually  expand  signifi- 
cantly beyond  immediate  space  needs 
as  businesses  grow  and  new  compa- 
nies gravitate  to  the  development." 

This  project  is  part  of  a  larger  effort 
by  the  city  to  strengthen  its  food  indus- 
try and  further  enhance  its  role  as  a  cen- 
ter for  food  processing  and  distribution. 


MIDWAY  AIRPORT 
RAPID  TRANSIT 
LINE  :  GRAFFITI- 
FREE  Chicago  is  a  cab  driver's 
dream.  A  grid  system  of  north-south, 
east-west  interlocked  streets  makes  it 
virtually  impossible  to  get  lost  in  the 


salers  in  the  metropolitan  area,  focus- 
ing on  business  characteristics  and 
space  needs,"  explains  Thurow.  "Based 
on  this  information,  we've  developed 


city.  Adding  to  the  ease  of  getting 
around  town,  the  Chicago  Transit 
Authority  (CTA)  brings  public  trans- 
portation to  a  new  high  for  large  met- 
ropolitan cities. 

The  latest 
CTA  line  under 
construction 
connects  the 
downtown  area 

ONE  OF 
THE  LAST 
CLASSIC  BALL- 
PARKS, 
WRIGLEY  FIELD 
IS  A  TOURISTS 

MUST-SEE 
ATTRACTION. 


Chicago's  strategic  location,  its  man 
sulates,  global  tourism,  and  direct  ai 
nections  to  the  world's  capitals  place 
the  forefront  of  international  busine 

"Once  simply  the  transportation  cr 
roads  of  the  nation,  Chicago  has  fa: 
emerged  as  a  crossroads  of  the  worJ 
the  heart  of  it  all  is  Chicago's  O'Hni 
International  Airport.  As  United  A 
hometown  dndprimaty  hub,  Chicc, 
and  O'Hare  have  provided  the  kinc 
foundation  that  has  enabled  us  to  ^ 
a  global  airline  that  now  spans  3Si 
tries  across  five  continents."  stepiii 

WOL1-,  CJIAIRMAN  AND-CEX),  UNITER  AIRI. 

"Chicago  is  headquarters  to  more  i 
America's  companies  than  all  but  ( 
city,  New  York,  and  many  of  these  \ 
panics  are  doing  business  all  over  t 
world.  The  North  American  Free  7 
negotiations  may  soon  make  one  n' 
of  this  continent,  with  Chicago  ati 

ter. "  ADLAl  STEVENSON,  FORMER  LLS.  SI 

"Chicago  is  a  perfect  microcosm  oj 
America  as  a  melting  pot.  The  city 
tremendous  ethnic  mix  of  people  v ' 
have  coexisted  for  generations.  As 
result,  the  city  is  filled  with  wonde. 
diverse  dining  and  shopping  oppoi 
ties  which  reflect  otir  population.  I 
visitors  find  Chicago  a  very  comfoi 
city,  reminiscent  in  size  and  access 
to  many  European  cities;  it's  a  ver 
sible,  friendly  city,  yet  sophisticate 
inviting.  A  wide  variety  ofresiden 
neighborhoods  continue  to  thrive  l 
cent  to  downtown.  Many  Chicago, 
in  the  city  and  can  walk  to  work,  s 
ping,  and  an  incredibly  variety  of 
opportunities  from  dozens  of  worl 
museums  to  a  dazzling  array  of  rela  j 
rants  and  shops."  roberiavislovv,  j 

PRESIDENT,  U.S;  EQUITIES  REALTY,  INC. 

"Chicago  has  traditionally  been  M 
national  crossroads,  and  since  19^ 
American  Airlines  and  its predeaifi 
lines  have  been  flying  mail,  cargojn 
passengers  in  and  out  of  the  city. 
American  is  the  largest  internatiad 
carrier  from  Chicago's  O'Hare  ' 
International  Airport,  with  moreli' 
nonstop  flights  to  Europe  from  its 
'Gateway  to  the  World'  hub."  iim 

VICE  PRESIDENT-CHICAGO,  AMERICAN/ll 


How  United  flies  in  the  face 
of  ciurency  fluctuation* 

United  now  flies  to  the  Far  East.  To  Osaka,  Now,  United  can  also  trade  CME  contracts 

kyo,  Singapore  and  more.  It's  a  fast-growing  mar-  around  the  clock  via  the  GLOBEX*  trading  system 
•t-already  20%  of  their  total  revenues.  -the  first  global  electronic  system  for  trading  futures 

But  it's  also  a  fast-growing  source  of  financial  and  options.  The  CME  lists  futures  and  options  on 
;k--as  yen/dollar  exchange  rates  bounce  up  and  Yen,  Deutschemarks,  British  Pounds,  Swiss  Francs, 
)wn.  Australian  and  Canadian  Dollars,  and  MarkAen. 

Yen  futures  and  options  on  the  Chicago  Mer-  If  you  need  a  way  to  keep  your  yen  in  an  up- 
ntile  Exchange  give  United  a  300  million  dollar  .mmmv  right  and  locked  position,  consider  futures  and 
fety  belt.  So  turbulent  rates  won't  upset  profit  SsSsSS  <^>ptions  on  the  Chicago  Mercantile  Exchange, 
ejections.  We  help  smart  businesses  manage  risk. 

CHICAGO  MERCANTILE  EXCHANGE* 

The  exchang,e  of  ideasf 

1-800-331-3332  (U.S.  toll  free)  1-312-930-2316  (Chkauo)  071-920-0722  (London)  03-3595-2251  (Tokyo) 
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with  Midway  Airport,  mirroring  the 
existing  public  transportation  service 
that  runs  from  the  Loop  to  O'Hare 
Airport.  The  purpose  of  the  Midway 
Airport  Rapid  Transit  Line  is  twofold: 
to  increase  access  to  Chicago's  Midway 
Airport  and  to  offer  residents  of  the 
Southwest  Side  neighborhoods  ready 
access  to  the  downtown  area  where 
many  work. 

"For  the  Southwest  Side,  the  Mid- 
way Airport  Line  will  be  the  gateway  to 
the  Loop,  a  vital  artery  improving  access 
to  jobs,  relieving  traffic  congestion,  and 
linking  neighborhoods  to  educational 
and  recreational  opportunities,"  ex- 
plains Robert  Belcaster,  president  of  the 
Chicago  Transit  Authority.  "Adequate 
transportation  is  vital  to  economic 
growth,  and  this  line  will  be  an  open 
door  to  those  opportunities." 

Modern,  picture-windowed,  air- 
conditioned  CTA  trains  and  buses  net- 
work the  city  with  day  and  night  ser- 
vice. Main  routes  run  24  hours  a  day, 
year  round.  Outreach  routes  deliver 
passengers  to  connecting  terminals  at 
the  edges  ot  the  city  where  they  can  link 
up  with  commuter  trains  and  suburban 
bus  lines.  Unlike  many  other  munici- 
pal transit  systems  these  days,  CTA 
property  is  virtually  graffiti-free 
because  all  detacings  are  painted  over 
or  removed  daily. 

Transit  time  on  the  new  line  from 
the  Loop  to  Midway  Airport  will  be 
about  25  minutes.  In  1980,  1.26  million 
passengers  used  Midway,  but  by  1990 
that  number  had  grown  to  8.8  million. 
The  Midway  Airport  Rapid  Transit  Line 
is  expected  to  transport  nearly  50,000 
riders  on  a  typical  weekday. 


A  NEW  HOME 
FOR  THE  BULLS 
AND  THE 

BLACKHAWKS  A  fana- 
tical sports  town  with  sold-out  events 
year-round,  Chicago  is  home  to  two 
major  league  baseball  teams,  the  Cubs 
and  the  White  Sox,  the  NFL's  Chicago 
Bears,  the  NHL's  Chicago  Blackhawks, 
and  the  Back-to-Back  World  Cham- 
pion Chicago  Bulls. 

Hard  upon  the  opening  of  the  new 
Comiskey  Park,  home  of  the  White 
Sox,  the  Bulls  and  the  Blackhawks  are 
also  getting  a  new  venue.  The  new 
Chicago  Stadium  will  be  a  cutting  edge 
facility  when  it  opens  in  September 
of  1994.  Located  on  the  Near  West 
Side  directly  across  from  the  current 
Stadium,  the  Bulls'  and  the  Black- 
hawks' new  home  will  offer  amenities 
and  designs  to  rival  the  best  indoor 

venues  anywhere. 

"Chicago  fans  have  no  peers.  They 
take  their  sports  very  seriously.  We  owe 
them  the  best  privately-financed  build- 
ing in  the  world,  and  that's  what  the 
new  Chicago  Stadium  will  be, '  insists 
Bill  Wirtz,  president  of  the  Chicago 
Stadium  and  president  of  the  Chicago 
Blackhawks. 

"The  old  Stadium  is  sixty-two  years 
old.  This  one  is  built  to  last  a  century. 
Because  the  city  and  the  state  made  it 
easy  to  acquire  the  land,  we  were  able 
to  keep  the  new  building  right  across 
from  the  old  one,"  says  Wirtz.  "It's 
good  for  the  whole  community  here. 
The  new  Chicago  Stadium  is  the  lynch 
pin  for  development  on  the  West  Side." 


The  most 


IN  SPORTS 
ARENAS 


THE  NEW 
CHICAGO 
STADIUM  WILL 

HAVE  NO  EQUAL      sivc  sports  arci  t 
built,  the  ne\C 
cago  Stadium  L 
luxury  private  suites  on  three  \c\ 
lowest  ones  being  only  19  rou  ^ 
playing  surface.  All  suites  are 
sold  for  both  teams  for  the  wholcf 
first  year. 

A  total  of  21,500  plush,  ciisl 
theater-style  seats  will  be  availae 
basketball  —  20,500  for  hockeis 
23,000  for  concerts  —  all  design" 
put  the  spectators  on  top  of  the 
with  superb  views  of  the  playing  :'r] 
and  absolutely  no  obstructions.  >>e' 
attention  has  been  given  to  haJi^ 
facilities,  including  over  200  haii' 


Van  Kampen  Menitt ' 


VAN  KAMPEN  MERRITT  MUNICIPAL  INCOME  FUND 


Tax-Free  Income 

From  Towns 
Across  America, 


Vith  a  varied  portfolio  of  municipal  securities, 
he  Van  Kampen  Merritt  Municipal  Income  Fund 
eeks  to  offer  a  high  current  income,  tax-free*  way 
0  preserve  capital  and  receive  regular,  steady 
urrent  income  every  month. 

'his  fund  gives  you  the  advantages  only  a 
professionally  managed  tax-free  fund  provides. 
Vith  a  low  minimum  initial  investment  and  easy 


access  it's  convenient  for  small  investors  or  a 
larger  portfolio. 

Find  out  liow  you  can  achieve  a  high  tax-free  income. 
Ask  your  investment  representative,  or  call  us 
direct,  for  a  prospectus  containing  more  complete 
information,  including  all  charges  and  expenses. 
Read  it  carefully  before  you  invest  or  send  money. 
Call  1-800-DIAL-VKM  (1-800-342-5856)  ext.  1115. 


Van  Kampen  Menitr 

A  XEROX  Financial  Services  Company 

Investing  With  A  Sense  of  Direction® 


i  portion  of  the  interest  income  may  be  subject  to  state  or  local  taxes.  The  Fund  may  invest  in  securities  which  will  subject  certain 
idividuals  and  corporations  to  the  Alternative  Minimum  Tax  ( AMT).  ®  denotes  a  registered  trademark  of  Van  Kampen  Merritt  Inc. 


SPECIAL    ADVERTISING  SECTION 


seats,  with  special  parking,  restrooni 
facilities,  ticket  windows  and  concession 
stands. 

Otiier  amenities  include  escalators  to 
every  level,  parent/children  "waiting 
rooms,"  enclosed  ticket  lobbies,  cash 
stations  on  every  level,  twice  the  num- 
ber of  concession  stands  and  three  times 
the  restroom  space  of  the  current  arena, 
a  novelty  store,  and  television  monitors 
throughout  the  building.  Above  the 
playing  surface  an  eight-sided  video 
scoreboard  with  replay  capabilities  and 
a  comprehensive  statistical  information 
package  will  keep  all  tans  up  to  the  split- 
second  on  every  play. 

WORLD  CUP 
SOCCER 

IN  A  WORLD  CLASS 

CITY  When  the  World  Cup  comes 

to  America  for  the  first  time  ever  in 
1994,  it  will  come  first  to  Chicago, 
home  of  the  U.S.  Soccer  Federation. 
Bidding  against  other  American  cities, 
Chicago  won  the  honor  of  hosting  the 
opening  ceremony  and  the  first  game 
of  the  XV  FIFA  World  Cup  at  Soldier 
Field  in  luneof  1994. 

"Playing  host  to  the  opening  game 
of  the  1994  World  Cup  will  focus  the 
attention  of  the  world  squarely  on  Chi- 
cago," says  Alan  I.  Rothenberg,  pres- 
ident of  the  United  States  Soccer  Feder- 
ation and  Chairman  of  the  C^rgani/ing 
Committee  of  the  1 994  World  Cup. 

The  opening  ceremony,  a  sparkling 
presentation  which  promises  to  rival 
those  of  recent  Olympics,  signals  the 


start  of  the  30-day  event  involving  24 
nations  and  marks  the  first  of  52  games 
that  will  be  watched  on  television  by  a 
cumulative  international  viewing  audi- 
ence ot  more  than  30  billion  people. 

"The  World  Cup,  the  culmination  of 
a  two  year  elimination  process  involv- 
ing 141  nations,  is  truly  the  premier 
world  team  sporting  event,"  continues 


■IF  YOU 
THOUGHT 
CHICAGO  WAS 

A  GREAT 
BUSINESS  CITY 
BEFORE,  YOU'RE 
GOING  TO  LOVE 

WHAT  WE'RE 
DOING  FOR  BUSI- 
NESS NOW." 

Richard  m.  Daley 
Mayor 


countiy,  Chicagcj 
to  being  at  the  ll 
what's  happenini 

No  other 
American  city 
businesses  this 
opportunity:  Y 
start  the  work  d 
because  the  East 
an  hour  ahead, ; 
can  end  the  work  day  late  bee; 
West  Coast  is  two  hours  behim 
Then,  after  getting  more  wc 
than  the  competition,  when 
ready  for  an  energetic,  dynam 
ronment,  just  step  outside  you 
Chicago  at  night  puts  world-clai 
tainment  at  your  feet  —  from  h 
ture  to  professional  sports,  anc 
leisure  fun  in  between. 

"Chicago  is  poised  for  a  d: 
emergence  in  the  nineties  as  th 
among  American  cities,"  says4 
Daley.  "Our  next  large-scale  ph 


Rothenberg.  "We  are  confident  that 
Chicago  and  the  other  eight  venue  cities 
will  join  forces  to  stage  the  best  World 
Cup  ever,  dating  back  to  the  inaugural 
competition  in  1930." 

The  first  game  of  the  1994  World 
Cup  on  June  17,  1994  will  feature  the 
defending  champion  Germany,  and  will 
be  played  in  Chicago,  as  will  tour  others. 

A  CITY  FOR 
PEOPLE  WHO 

WORK  Being  a  leading  player  on 
the  world  stage  is  a  welcome  opportuni- 
ty for  Chicago.  But  the  role  is  not  a  new 
one.  As  the  transportation  center  of  the 


bring  an  international  theme  p'k 
casino  to  our  city.  This  project  ill 
ate  35,000  new  jobs  and  $500  m  ic 
new    revenue    and    will  c 
Chicago's  reputation  for  coiim 
tourism,  transportation  and  reca 
"If  you  and  your  business  a  1» 
ing  for  a  place  to  grow,  we  urgi'O 
plant  your  roots  in  Chicago.  W  > 
crossroads  of  American  businc 


For  more  information  on  thl 
Chicago,  contact  the  Depap  ' ' 
Planning  and  Developmei, 
Congress  parkway.  Sun 
Chicago.  IL  60605  (312)74 


Mr.  Bognorc  is  a  freelance  writer  workiu^;  i 
tinii  with  USA  Chicago,  Inc.  He  if  a  regula'on 
tor  to  Business  Week's  Special  Ativertisirve' 

DESIGN:  PARHAM  SANTANA,  IN 


IN  A  SPECIAL  LIMITED  EDITION  OF  999  SETS 


w  can  you  improve  the  very 
t  in  top  quality  business 
nners?  BusinessWeek, 
)wn  for  their  elegantly 
led,  highly  functional  desk 
I  pocket  planners,  has  found 
way.  And  now,  so  have  you. 

^\NNERS  WITH  A  PLUS 

>  prestigious,  super  luxurious 
ESIDENTIAL  PLANNER  SET 
es  the  art  of  bookbinding  to  new 
its:  meticulously  bound  in 
pie,  premier-gi'ade  navy  blue 
.her,  each  Planner  is  beautifully 
lointed  with  thick,  hand-tooled 
er  metal  comer  guards,  two 
s  silk  page  markers,  and  elegant 
e  moire  sUk  endpapers.  The 
er-edged  pages  give  your 
nner  a  mirror-like  shine. 

;  matched  Wallet  Planner  is 
ered  in  the  same  royal  blue 
ire  sUk,  and  bound  pemianently 
)  its  navy  blue  leather  wallet,  wdth 
m  for  business  cards,  important 
es  and  cash.  Silver-edged  pages, 
er  metal  comer  guai'ds  (to  prevent 
J*  often-used  planner  from  showing 
ir),  a  blue  sUk  page  marker,  and  a 
n  silver-plated  jotting  pen  with  its 
1  holder  add  the  finishing  touches 
legance  to  your  Wallet  Planner. 


Your  full  name  is  imprinted  in  silver  on  both  planners  at  ?io  extra  charge. 

ONLY  999  HAND-CRAFTED  SETS  AVAILABLE 

Don't  let  the  superb  presentation  of  the  Presidential  Set  fool 
you.  Inside,  you'll  find  a  very  practical  13-month  calendar, 
week-at-a-glance  spreads,  and  over  50  pages  of  essential 
business  data  plus  a  32  page  color  atlas.  No  wonder  so  many 
top  executives  snap  up  these  superb  Sets  so  quickly.  It's  first 
come,  first  served,  so  be  sure  you  reserve  your  1993  Set  now. 


sk  Planner  size:  IOV2"  x  8V2"  Wallet  Planner  size:  TVs"  x  3^" 


S— PLEASE  SEND  ME 


PRESIDENTIAL  PLANNER  SET(S)  at  $90.00  per  set. 


:e  includes:  Imprinting  of  full  ncime  in  silver  on  both  Desk  and  Wallet  Planners,  handling  and  postage. ) 
FE:  N.J.  Residents  please  add  7%  sales  tax. 


ne  (Mr/Mrs/Ms)  _ 

ipany  

Iress  


te/Country 
No.   


Post  Code 


Job  Title 


LL  NAME  TO  BE 
VER  STAMPED 
ase  print  clearly )_ 


Check  enclosed  payable  to  'BusinessWeek  Planner' 

Bill  my  company  (purchase  order  &  cjDmpanv  letterhead  required) 
Charge  to:  [jAMEX  [j  DINERS  ~  MASTERCARD  .VISA 
dNo. 


lature. 
).  Date 


In  USA,  Credit  Card  holders  may  call 

TOLL  FREE 
800-722 

ask  Operator  18  for  Planner  Dept.  BC4PR3. 
American  Express,  Diners  Club,  VISA,  and 
MasterCard  accepted. 


To  order,  make  your  check  payable  to 
BUSINESSWEEK  PLANNER  and  send  to: 
Dept.  BC4PR3 

P.O.  Box  8035,  Brick,  N.J.  08723  U.S.A.,  Fax  201 461  9808 

P.O.  Box  13,  Great  Missenden,  Bucks,  HP16  ODQ,  ENGLAND 
Fax  44-494-890757 

Suite  C,  22nd  Floor,  Yiko  Indusbial  Building,  10  Ka  Yip  Street 
Chaiwan,  HONG  KONG,  Fax  852  5589246 
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Investing 


A  TREAT  FROM  THE  STREET: 
FREE  FINANCIAL  TIPS 


A free  lunch  on 
Wall  Street?  If 
you're  looking 
to  evaluate  your  finan- 
cial-planning strategy 
without  shelling  out  big 
bucks  for  professional 
advice,  you  may  need 
only  seek  out  your 
friendly  broker.  Some 
securities  firms  and  mu- 
tual-fund companies  are 
offering  a  wealth  of 
free  services  to  help  you 
plan  for  such  epic 
events  as  paying  for  col- 
lege, funding  your  re- 
tirement, and  putting 
your  estate  in  order. 

It's  true  the  compa- 
nies have  devised  these 
programs  to  entice  you 
to  invest  in  their  mutual 
funds,  annuities,  and 
other  financial  products. 
Nevertheless,  you  can 
learn  a  lot  from  them 
about  how  to  handle 
your  investments — with- 
out any  obligation  to 
buy.  "The  advice  is  go- 
ing to  be  generic,  by 
definition,"  says  Don 
Phillips,  publisher  of  fi- 
nancial journal  Morn- 
ingstar  Mutual  Funds. 
"But  in  getting  people 
used  to  thinking  about 
appropriate  diversified 
investment,  it  serves  a 
valuable  function." 

The  programs,  which 
can  help  seasoned  inves- 
tors as  well  as  novices, 
go  under  such  names  as 
Shearson  Lehman  Brothers' 
Strategic  Asset  Allocator  and 
the  Dreyfus  Rollover  Decision 
Analysis.  Say  your  company 
has  a  tax-deferred  401(k)  re- 
tirement plan  and  you're  not 
sure  what  investment  options 
to  choose.  These  programs 
can  help  you  decide  how  to 
distribute  your  401(k)  savings. 
Or  you  may  simply  want  to 


check  your  assumptions 
against  the  various  computer 
models. 

You  don't  have  to  be  a  cus- 
tomer to  take  advantage  of 
these  services.  At  Shearson, 
Merrill  Lynch,  Prudential  Se- 
curities, and  PaineWebber, 
you  simply  call  to  set  up  an 
appointment  with  a  financial 
consultant.  In  the  office, 
you'll  fill  out  a  brief  question- 


naire about  your  financial  his- 
tory and  goals.  "There  may 
be  only  six  questions,  but 
some  of  them  are  really 
hard,"  says  Shelley  Freeman, 
Shearson's  director  of  Person- 
al Financial  Planning.  "Rank- 
ing your  priorities  is  a  pretty 
thoughtful  process." 

After  the  consultant  feeds 
your  responses  into  a  comput- 
er, you'll  get  an  elaborate 


printout  that  includes  if  t 
columns  of  data  lisii 
come,  investments,  an- 
falls,  all  projected  outo 
middle  of  the  next  (it 
Pie  charts  show  the;J( 
breakdown  of  your  iv 
ments  vs.  how  they  h 
ideally  be  distributee  ^ 
this  information  in  hal, 
and  the  representative  a; 
view  the  numbers. 
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imparison,  Dreyfus 
ough  this  process  by 
ter  you  send  in  your 
laire,  you  will  receive 
1  analysis  of  the  re- 

Rowe  Price  Invest- 
rvice,  which  special- 
retirement  planning, 
run  your  numbers 
their  computer  but 
ends  you  free  work- 
at  let  you  do  the  cal- 

yourself.  You  can 
uss  your  results  with 
s  adviser. 

the  processes  are 
nd  look  scientific,  the 

biases  of  each  com- 
/e  plenty  of  room  for 
:ing  the  results.  A 
1  a  more  conservative 
'  recommend  keeping 

portion  of  assets  in 
emergencies  and  less 
in  stocks.  Dreyfus 
ireak  down  its  distri- 
scommendations  into 
rcentages,  as  other 
es  do,  but  offers 
hat  give  the  individ- 

personal  discretion. 
ERANCE.  At  the  heart 
'  free  programs  is 
€  of  Asset  Allocation 
elementary  course  in 
slice  up  a  portfolio 
stocks,  bonds,  and 
>r  instance,  one  40- 
woman  was  worried 

tax-deferred  retire- 
v^ings  weren't  grow- 
enough.  So  she  fed 
into  Shearson's  Stra- 
5set  Allocator  pro- 
lich  printed  out  a  pic- 
ler  retirement  assets: 
a  bond  fund,  31.6%  in 
'  fund,  and  15.6%  in  a 
larket.  It  suggested 

increase  her  stock 
to  65%',  because  equi- 
ver  the  highest  re- 
ar time,  and  cut  her 
vestment  to  35%'.  It 
)uraged  her  to  elimi- 
cash  component  alto- 
iince  she  can't  touch 
ey  until  she  retires 
n't  need  the  liquidity 

he  computer  reslices 
depends  on  your  risk 
!  and  your  age.  A  40- 
can  ride  out  fluctua- 
a  retirement  account 
urged  to  invest  more 
3s.  But  the  allocation 
would  steer  a  60- 


WHERE  TO  GET  EXPERT  PLANNING 
ADVICE  FOR  FREE 


Company/ Phone      Name  of  service 


Comments 


DEAN  WITTER       Pre-Retirement  You  work  directly 

Contact  your       Income  Management  with  an  account 
local  branch        Evaluotor  executive 


800  782-6620, 
Ext.  8092 

MERRILl  LYNCH 
800  338-2814; 
236-5500  for 
inside  New  York 


Investment  Allocation  You  answer  a  ques- 
Service,  Rollover         tionnaire  by  mail; 
Decision  Analysis        they  send  your  re- 
sults and  comment 


CollegeBuilder, 
Estate  Planning, 
Personal  Portfolio 
Analysis,  Retirement 
Builder,  Rollover 
Analysis 


Most  comprehen- 
sive of  the  free  ser- 
vices; offered  in 
person  or  over  the 
phone 


SHEARSON 
LEHMAN 

800  542-5421, 
Ext.  9595 


Education  Funding 
Analysis,  Lump  Sum 
Illustration,  Retire- 
ment Planning  Analy- 
sis, Asset  Allocator 


You  work  with  a 
consultant  at  a 
Shearson  office 


800  541-0295 
800  541-4021 
(for  diskette) 


College  Cost 
Worksheet,  Retiree's 
Financial  Guide, 
Retirement  Plan- 
ning Kit 


Do-it-yourself 
workbooks  that 
you  con  review 
with  a  Price 
representative 


year-old,  who  will  soon  be  liv- 
ing off  savings,  into  more 
conservative  bonds  and  liquid 
money  market  funds. 

Financial-services  providers 
can  also  draw  you  a  road  map 
to  funding  your  child's  college 
education.  The  printouts  pro- 
ject how  much  college  will 
cost  for  the  four  years  your 
child  is  there,  how  much 
you'll  have  to  make  before 
taxes  to  cover  it,  and  how 
much  you'll  need  to  put  away 
now. 

Merrill  Lynch's  College- 
Builder  program  uses  the  hy- 
pothetical case  of  29-year-old 
Joe  College,  who  is  in  the  28%' 
tax  bracket  and  has  a  one- 
year-old  daughter.  When  she 
goes  to  college  in  2010,  the 
average  cost  for  a  private  uni- 
versity will  have  grown  by  7% 
a  year,  from  $14,403  today  to 
$48,681.  Joe  will  have  to  make 
at  least  $72,345  before  taxes 
to  cover  that. 

The  program  calculates 
that  he  would  need  to  invest 
$12,233  today  in  Merrill's  ver- 
sion of  a  zero-coupon  bond, 
called  a  TIGR,  to  meet  college 


costs  in  2010.  "tigrs  are  a  tra- 
ditional way  to  do  long-term 
investing  because  they're 
safe,  and  you  know  exactly 
how  much  you'll  have  at  any 
point  in  the  future,"  says 
John  Wellington,  an  assistant 
vice-president. 

Of  course,  you  don't  have 
to  buy  the  Merrill  product. 
Armed  with  this  advice,  you 
could  buy  any  zero  you  want. 
Likewise,  you  don't  have  to 
invest  in  a  T.  Rowe  Price  mu- 
tual fund  just  because  you 
use  the  company's  Retirement 
Planning  Kit.  The  kit  can  help 
you  figure  out  how  much 
money  you  will  need  to  stash 
away  each  year  to  afford  a 
retirement  income  that  is  60% 
to  80%  of  your  yearly  pay  at 
the  end  of  your  working  life. 
Depending  on  how  long  you 
live,  you  may  have  to  sustain 


How  to  slice  up  a 
portfolio  is  at  the  core 
of  many  programs 


this  income  for  25  years  or 
more. 

The  kit  contains  a  work- 
book that  allows  you  to  do  the 
calculations  at  home  without 
waiting  for  the  results.  It  also 
includes  general  information 
about  retirement,  as  well  as 
an  introduction  to  T.  Rowe 
Price's  mutual  funds  and  how 
they  might  help  you. 

The  company  has  answered 
376,000  requests  for  the  Re- 
tirement Planning  Kit  since  it 
first  came  out  at  the  end  of 
1989,  says  Vice-President 
Steve  Norwitz.  For  $15,  you 
can  get  an  easier  and  more 
engaging  computer  version 
called  the  Retirement  Plan- 
ning Kit  for  PCs,  also  from  T. 
Rowe  Price. 

'FREE  MAKE-OVER.'  Retirees 
may  be  particularly  interested 
in  programs  that  help  them 
decide  how  to  handle  with- 
drawals of  tax-deferred  retire- 
ment funds.  Shearson,  Merrill 
Lynch,  Dreyfus,  and  others 
will  calculate  the  options, 
comparing,  for  example,  the 
tax  consequences  of  taking 
out  an  entire  lump  sum  vs. 
using  five-  or  10-year  income 
averaging. 

All  this  free  advice  can  be 
intimidating.  It  might  be  hard 
to  turn  down  a  product  some- 
one is  selling  when  they've 
just  taken  the  time  to  custom- 
ize a  financial  plan  for  you. 
And  it's  tempting  to  think 
that  the  first  guy  with  the 
first  program  can  solve  all 
your  portfolio  problems.  "It's 
like  the  free  make-over  that 
gets  you  in  the  door,"  says 
John  Markese,  president  of 
the  American  Association  of 
Individual  Investors.  "My 
fear  is  that,  like  free  semi- 
nars, people  don't  realize 
there  is  a  bias  and  a  pitch." 

As  long  as  you  do  under- 
stand that,  there's  important 
knowledge  to  be  gleaned  from 
these  services.  "Anything 
that  gets  you  thinking  about 
what  investments  to  make  to 
attain  certain  goals  is  provid- 
ing a  real  service  to  the  client, 
and  I  applaud  that,"  says 
Norman  Boone,  a  San  Fran- 
cisco financial  planner. 

So  arm  yourself  with  some 
healthy  skepticism  and  learn 
as  much  as  you  can.  After  all, 
the  price  is  right.     Pam  Black 
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PEAK-SEASON 
DEALS  FOR 
SLOPE  LOVERS 


For  the  country's  ski  ar- 
eas, things  have  been 
pretty  much  downhill 
since  1987,  when  the  sport 
boasted  more  than  18  million 
enthusiasts.  Last  season,  2 
million  fewer  were  on  the 
slopes.  The  resorts  hope  an 
avalanche  of  special  deals  will 
halt  the  slide  this  winter. 

With  the  average  all-day 
lift-ticket  price  now  $29  on 
weekends,  many  operators  let 
kids  ski  free.  For  example,  at 
nine  spots  in  New  Hamp- 
shire's White  Mountains,  an 
$80  five-day  child's  ticket 
comes  free  with  each  $149 
adult  pass.  In  some  places, 
such  as  Okemo  in  Vermont, 
kids  six  and  under  ski  free; 
during  off-weeks  at  Mount 
Snow,  the  age  limit  is  12. 
Grandparents   and  older 


parents  can  get  cost- 
cutting  deals  at  more 
than  100  areas — in- 
cluding Mammoth 
Mountain  in  Califor- 
nia, Keystone  in  Colo- 
rado, and  Waterville 
Valley  in  New  Eng- 
land. Special  plans  for 
seniors  provide  free 
or  half-price  tickets  to 
skiers  over  55,  60,  or 
65.  And  almost  every- 
one rides  free  at  70. 

Among  other  deals, 
first-time  skiers  get 
free  lift  tickets,  equip- 
ment, and  lessons  in 
early  December  at 
such  spots  as  Jay 
Peak  in  Vermont  and 
Crested  Butte  in  Colo- 
rado. And  accom- 
plished skiers  get  the 
freebie  if  they  want 
to  learn  how  to  snowboard. 
SLUSH  CHECK.  In  better  times, 
if  you  bought  a  multiday  tick- 
et to  lower  the  daily  cost, 
most  places  had  a  no-refunds 
policy,  even  if  rain  or  icy  con- 
ditions made  skiing  impossi- 
ble. Now,  buyers  of  two-day 
tickets  at  Stowe  can  get  rain 


checks  or  refunds  if  they  de- 
cide by  8:50  a.m.  to  forego  the 
second  day  on  the  slopes. 

A  different  discount  tech- 
nique is  a  "frequent  skier" 
card.  At  Stratton,  skiers  pay 
$25  for  a  card  that  cuts  $10  to 
$17  off  the  $29  price  of  lift 
tickets  throughout  the  season. 


At  Attitash  in  ] 
Hampshire,  skiers 
pay  $18  to  $96  f( 
Smart  Ticket, 
magnetic  stripe  is 
grammed  with 
matching  numbei 
"units."  A  turnstij 
each  lift  electroni( 
subtracts  units  ir 
lation  to  the  1 
length.  "You  pay 
just   the  runs 
take,"  says  Phil 
vink,  Attitash  CEC 

Faced  with 
slowdown,  the  spi 
top  Colorado  res 
called  off  their  I 
time  rivalry.  V 
Beaver  Creek  and 
pen/Snowmass/l 
termilk  are  joinin; 
offer  a  Premier  F 
port  good  for  10  t 
days  of  skiing  at  all 
mountains  for  $38  a  ( 
That's  $4  to  $5  off  u 
rates,  and  the  deal  includ 
two-hour  bus  ride  betv 
the  areas.  The  spectac 
view  of  the  15-mile  Glenv 
Canyon  is  worth  the  price 
day's  skiing.  Don  D 


Collateralized  mortgage 
obligations  have  gotten  a 
lot  of  bad  press  in  the  past 
year.  Heavily  marketed  to 
yield-seekers  because  they 
pay  more  than  comparable 
Treasury  securities  and  come 
with  a  government  guaran- 
tee of  principal  and  interest, 
CMOS  are  nevertheless 
among  the  trickiest  invest- 
ments around.  Their  biggest 
risk  has  risen  as  interest 
rates  have  fallen:  When 
homeowners  refinance  their 
mortgages,  CMO  holders  get 
their  principal  back  early  and 
are  forced  to  reinvest  at  low- 
er rates.  That  so-called  pre- 
payment risk  is  as  manage- 
able as  a  Great  Dane  puppy. 

AN  ALTERNATIVE.  But  SOme 
fixed-income  money  manag- 
ers think  now  may  be  a  good 
time  for  investors  to  recon- 
sider CMOS  as  a  higher-yield 
alternative  to  certificates  of 
deposit  and  Treasuries.  First 
of  all,  prepayments  are  few- 
er than  they  were  a  year 
ago.  That  is  because  mort- 
gage rates,  now  at  their  low- 


Smart  Money 

IT  MAY  BE  TIME  TO  TAKE  A  DIP 
IN  THE  MORTGAGE  POOL 


est  level  in  20  years,  have 
been  down  long  enough  that 
the  people  who  want  to  refi- 
nance already  have  done  so. 
In  some  cases,  falling  prop- 
erty values  or  incomes  have 
trapped  mortgage  holders  in 
their  current  loans  because 


'Prepayments  of 
10%-and-up  coupons 
will  slow  down' 


they  couldn't  qualify  for  new 
ones. 

Also,  selective  buying  of 
older  or  shorter-term  CMOs 
can  reduce  the  prepayment 
risk  further.  "You  can  pick 
your  way  through  the  mar- 


ket and  find  attractive  secu- 
rities," says  Bradley  Tank, 
portfolio  manager  of  the  $80 
million  Strong  Government 
Bond  Fund.  Tank  says  his 
fund  is  normally  one-third  in- 
vested in  CMOS  and  other 
mortgage-backed  securities; 
now  he  has  ramped  that  up 
to  one-half. 

He  cites  15-year  mortgage 
passthroughs — government- 
agency  mortgage  pools  re- 
packaged by  an  investment 
company — issued  in  1985. 
Such  bonds  have  coupons  of 
8%  to  9.57<5  and  are  trading  at 
a  premium  of  104  to  106.  For 
one  thing,  says  Tank,  they 
have  already  gone  through 
three  major  refinancing  cy- 
cles. Also,  "you're  seven 
years  into  the  amortization 
schedule  and  fairly  heavily 


into  principal.  So  prepaym^ 
will  affect  the  bond  less.'' 
Similarly,  the  $441  mill 
Eaton  Vance  Governm( 
Obligations  fund  buys 
called  seasoned  mortgag 
loans  taken  out  in  the  19i 
or  '70s  at  rates  at  or  bel 
current  levels.  The  ration 
is  that  people  already  payi 
single-digit  mortgage  ra 
don't  have  the  incentive 
refinance  now. 
MATURITY.  Can  Individ) 
CMO  investors  emulate  th( 
strategies?  "I  would  ar^ 
strongly  that  prepaymei 
of  10%-and-up  coupons  \ 
slow  down,"  says  Robi 
Andres  of  investment  fi 
Martindale,  Andres  &  < 
Gerald  Guild,  fixed-inco: 
manager  at  Advest,  is 
quite  so  sanguine.  "On  ( 
other  hand,"  Guild  says,  "1 
wonderful  thing  about  bor 
is  that  my  mistakes  mati 
at  face  value."  But  reme 
ber  that  if  refinancings 
pick  up  again,  CMOs  may  r 
ture  long  before  you  exp 
them  to.  Joan  Wari 
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PERSONAL  BU 


ERE'S  WHAT  IT  COSTS  TO  TAP  INTO  THOUSANDS  OF  THE  MOST 
IGHLY  MOTIVATED,  WELL-TRAINED  WORKERS  IN  AMERICA: 


ZERO. 


This  year  nearly  150,000  men  and  women  will  leave 
J  Army  for  the  civilian  work  force.  According  to  a 
rional  survey,  they'll  bring  with  them  the  qualities  9  out 
10  employers  look  for.  Things  such  as  self-discipline, 
itivation,  and  leadership. 

Tlie  Amiy  Career  and  Alumni  Program  ( ACAP)  can 
Ip  your  business  tap  into  this  pool  of  well-trained  workers. 

ALL  1*800 


By  entering  your  company  on  our  computerized  data  base, 
soldiers  all  over  the  world  can  match  their  training  with 
your  company's  needs. 

Find  out  how  the  Amiy  Career  and  Alumni  Program 
can  work  for  your  business.  Call  the  toll-free  number  1-800- 
445-2049.  It  could  be  the  most  cost  effective  business  call 
you  ever  make. 

•    4   4   5    •    2   0   4  9 


RMY  CAREER   &   ALUMNI  PROGRAM 
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ersonal  Business 


Food 


FOR  THE  LEAN 
AND  GREEN 
GOURMET 

Eat  your  vegetables. 
That's  not  Mom  talking; 
it"s  health  experts,  who 
say  consuming  more  vegeta- 
bles— plus  fruits  and  grains — 
reduces  the  risk  of  heart  dis- 
ease and  cancer.  Nutritionists 
recommend  seven  serxings  of 
vegetables  or  fruit  a  day. 

Now.  there's  a  bumper  crop 
of  new  cookbooks  to  make  di- 
ets leaner  and  greener.  Many 
aren't  sti-ictly  vegetarian.  But 
with  their  (mainly)  easy-to-fol- 
low recipes,  they  offer  tasr\" 
ways  to  boost  the  vegetable 
component  of  your  diet. 

Siceet  Basil.  Garlic.  Toma- 
toes, and  Chives  (Harmony; 
S20)  is  one  of  the  best  Its 
dishes,  inspired  by  Tuscan 
and  Provencal  cooking,  in- 
clude items  both  fancy  <zuc- 
chini-and-rice  torte.  baked 
dumplings  with  pumpkin  i  and 
simple  (bell-pepper  risotto). 
The  book  falls  down  only  in 
its  distracting  commentary 
about  the  autlior's  travels. 

Gorgeous  photographs 
make  The  Inspired  Vegetari- 
an (Stewart  Tabori  &  Chang; 
824.95)  a  beautiful  book.  Or- 
ganized into  courses  for  easy 
meal  planning,  it  blends  famil- 
iar ingredients  in  unfamihar 
ways:  coming  up  with  dishes 
such  as  baked  cheese  with 
figs  and  arugula.  and  red  pep- 
per soup  with  cheese  and  herb 
floats.  Try  a  few  recipes,  and 
you've  got  a  tastj"  meal. 
VERSATILE.  Tlie  Cook's  Gar- 
de: 'v'.King:  S25)  also  gets 
good  marks  for  presentation, 
but  it's  illustrated  with  draw- 
ings and  organized  by  vegeta- 
ble. Many  recipes  are  iimova- 
tive — such  as  slivering 
zucchini  into  ""pasta"  and  add- 
ing pesto  sauce.  Some, 
though,  are  a  bit  rich  for  low- 
fat  diets. 

Legumes,  anyone"?  Try  T)ie 
Bean  Cookbook  (Simon  &. 
Schuster  §20).  which  pictures 
14  kinds  of  beans,  then  tells 
how  to  store,  freeze,  and  cook 


LEEK  WD  VlFFI!fl\  HEW 

Ingredients:  2T  e.xtra  \irgin  olive  oil,  2  doves  garlic,  minced: 
6  scallions.  chopped:  2  lb.  ripe  tomatoes,  peeled,  seeded, 
chopped:  6  large  leeks,  w  hiie  pan  onh.  coarseh  chopped: 
generous  pinch  powdered  saffron;  1  lb.  new  potatoes,  hahed 
or  quanered:  salt  and  pepper  to  taste 

^  Heat  olive  oil  iii  saucepan,  saute  garlic  and 
scallions  imtil  soft,  about  7  minutes 

^  Add  tomatoes  and  cook  until  they  start  to  break 
down  into  a  sauce,  about  5  minutes.  Add  leeks,  water 
to  c-over,  safEron 

^  Bring  to  a  boil  and  stir  in  potatoes.  Cover  and 
simmer  until  potatoes  are  cooked  through,  about  20  min- 
utes. Season  with  salt  and  pepper.  Sen  e  immediately,  at 
room  temperature,  or  chilled.  Senes  4-6 

DATA:  Adopted  from  Swee*  Basil  Goftq  Tomatoes  and  Owes  by  Diana  Shaw 


them.  And  that  doesn't  mear: 
merely  boiling  and  spicing 
them.  Here  are  directions  for 
jalapeno  beans,  mixed  vegeta- 
ble pate,  lentil-onion  soup,  and 
sour-cream  baked  lima  beans. 

Riso  (Crown;  S16),  a  hand- 
some book,  m.akes  rice  a  sur- 
prisingly vers;'; main  ingre- 
dient, co:;  ::h  all  sorts 
of  yegevci.-r-  r  sometimes 
meat  and  fish).  Among  its 
dishes  are  risotto  with  baro'.c 
wine,  and  rice  with  pistach. 
and  red  pepper.  The  vaiia- 
tions  on  basic  recipes  make 
Riso  good  for  those  who  don't 
Hke  to  fuss  in  the  kitchen. 

Several  publishers  offer  lit- 
tle cookbooks,  in  case  you 
want  to  tiptoe  toward  healthi- 
er eating.  Try  Main-Dish 
Soups  and  Main-Dish  Salads 


I  Bantam;  -310  each),  from  a 
""little  vegetarian  feasts"  se- 
ries. Each  begins  with  basic 
facts,  then  cuts  to  the  chase; 
20some  recipes  for  unusual 
dishes — such  as  garlic  soup 
with  fusUli  and  broccoli. 

Similarly.  Lee  Bailey's  To- 
matoes (Clarkson  Pouen  S14) 
contains  more  than  three  doz- 


C 


en  recipes.  Its  mou 
ing  photos  make  yoi 
vry  green-tomato 
or  a  cold  soup  of  ro 
matoes  and  sweet 
not  to  mention  such 
green-tomato-and-apj 
A  Utile  less  origina 
Goodness  Book  o 
Peas  and  LentiU 
Goodness  Book  of 
and  Root  Vegetabl 
dom  House:  S12  e; 
they  stiU  entice,  w 
dishes  as  eggplant 
bean  sauce  and  pati 
vas  (fierce  potatoes). 

LENTIL  BURGERS 

L>ooks  stii-  you  to  go 
otic.  Tlmi  Vegetaria 
ing  (Clarkson  Ponei 
full  of  rice  and  nood] 
grilled  spicy  mushroo 
white-cabbage  soup, 
ries.  Tlie  Kopan 
(Chronicle;  S9.95 
same  with  Tibetan  n 

Hooked  on  health; 
iiig'?  The  15th-annivei 
tion  of  the  classic  3/c 
Cookbook  (Ten  Speec 
re\ises  the  recipe; 
fat,  and  adds  25  ne\i 
such  as  pasta  with 
ized  onion  sauce.  W 
tions  for  concoctio 
as  lentil-walnut 
Mooseuood  is  for  tr 
tarians — ^but  meat-ea 
enjoy  many  of  its  dis 

Finally,  there's  Ct 
ghetti  at  Midnight 
S19).  Besides  offerii 
vegetarian  recipes  (c 
\ichyssoise,  Chinese 
gus  salad),  it  expoun( 
chicken-soup  theoi 
foods  can  comfort,  e' 
Garhe  soup,  for  exam 
relieve  colds  or  sinus 

If  nothing  else,  the 
should  con\ince  you 
thing;  You  don't  hav< 
vegetarian  to  love  ve 
cookbooks.  Juc 


Worth  Noting 

■  TAX  CUTS.  Coopers  &  Ly- 
brand  projects  that  inflation 
adjustments  in  1993  tax 
brackets  will  mean  savings 
i  for  some  taxpayers.  For  ex- 
ample, next  year's  tax  biU 
should  be  S223  less  than  this 
year's  for  married  couples 
with    taxable    income  of 


SIOO.OOO:  S132  less  fo 
with  -?75,000  in  incoiE 

■  MAJOR  MATTERS.  W 

ery  Senior  Citizen  C 
Kjiov:,  a  new  64-pagt 
from  business-law 
Commerce  Clearingll 
gives  basic  informjj 
health  care,  estate  n 
IRAS,  and  other  conJ 
aging  individuals.  (I 
(800  248-3248). 


184  BUSINESS  WEE<  NOVEWBti!  2.  1992 


Profit 
Performance: 

To  improve  it, 
you  must  see  it,  tracic  it, 
analyze  it,  report  on  it. 


Gomshare  introduces  an  integrated  suite  of  software  products  to  lielp 
managers  track,  analyze  and  report  profitability  and  performance 
in  complex  enterprises  with  multiple: 

•  Product  lines  •  Distribution  channels 


Market  segments 


Strategic  business  units 


The  [\ew  Commander  : 
Delivering  Managerial  Applications  Today 


Profit  Management 

Produce  and  anal\/e 
information  in  tlie  critical 
dimensions  Itiat  allow 
complex  allocations  to 
reveal  true  profit  trends 
and  new  opportunities. 


Budgeting 

increase  the  speed  of 
budget  development  and 
revision  while  allowing 
planning  in  dimensions 
beyond  those  of  tradi- 
tional financial  reporting 
requirements. 


^^^^ 

rofil  and 

Pt'rtormancf 

Manaf^ement 

inancial 

Reporting 

Comes  of  Age 

anagement- 

Based 

Budgeting 

rom  EIS 

to  MSS 

Statutory  and 
Management  Reporting 

Reduce  the  time  and  costs 
associated  with  closing  and 
consolidating  financials 
from  multiple  dislril)uted 
business  units  with  differ- 
ent accounting  systems. 

Executive  Information 
Systems 

Kffectively  measure  and 
communicate  the  status  of 
critical  success  factors  for 
a  broad  base  of  managers; 
automatically  monitor  key 
competitive,  customer  and 
supplier  information. 


i'or  a  (op>  of  ii  HhiU-  piipci  altoiil 
tne  or  inor*'  ol  lln-sc  a|)|>li(  iilioiis. 
all  Chris  Kelh: 


COMSI-IARE 

Specializing  in  IVlanagerial  Applications 

800-922-7979 


In  Mit  hi^iiiii:  :i  I  :i-<»*l4-4aOO 
In  Canada:  H0()-r>4l-l780 


Or  I  ir<  Ic  Ihi-  while  paper  >oii 
waiil  cIikI  lii\  this  m\  with  >()iir 
t)iisiness  card  to: 


313-769-6943 


©  1992.  ComshaiT.  liiiDrporaU-il  Comniiinclcr  is  n  iradcmark  and  Comsharc  is  a  rt-glslercd  trademark  ol  (Jom-sharc.  InKjrporated.  BW  11)392 


Lots  of  mice  feel  good,  but  until  you've  tried  MouseMon-the  worlds  first  right  handed,  left  handed,  and  cordless 
mice-you  won't  know  how  much  better  a  mouse  con  feel.  In  o  survey  of  2,000  experienced  mice  users,  77%  agree, 
MouseMan  feels  better  than  anything  they've  laid  their  hands  on.  At  computer  dealers  everywhere,  1-800-231-7717 
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X  to  Companies 

gives  the  starting  page  for  a  story  or  fea- 
significont  reference  to  a  company.  Most 

s  ore  indexed  under  their  own  names, 
listed  only  in  tables  are  not  included. 
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Gannett  118 
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w 


Walt  Disney  38 
Warner  Brothers  38 
Wastoch  Advisors  128 
Western  Air  Lines  57 
William  Morris  Agency  65 
Wohl  Associates  151 


Xerox  132 
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With  every  forwai^d  step 

into  the  world 
marketplace,  you  expect 
greater  success,  better 
solutions.  Not  a  different 
set  of  problems. 
So  you  look  for  a  global 
communications  partner 
who  has  been  there,  who 

has  managed  cultural, 
compliance,  currency,  and 
language  issues.  One 
company  who  makes  it 
all  happen,  while  you 
take  care  of  the 
business  at  hand. 

BT"  has  a  global 
presence  that  our 
competition  can't  match. 
TTiemiNET'  Global 
Network  (TGN) ,  with  the 

largest  market  share 
among  U.S.  valueadded 
networks,  supports  Global 
Network  Services  (GNS  ') 

that  reach  90%  of  the 
world's  business  centers  in 
more  than  100  countries. 
Half  of  Europe's 
multinationals  use 
our  services. 
GNS  links  your 
international  divisions. 
Then  we  monitor  and 
support  those  links  world- 
wide, bUl  in  one  currency, 
and  offer  a  portfolio  of 
applications — a  single- 
vendor  solution  that 
makes  your  life  easier. 
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ies  in  anticipation  of 
al  spending  under  a 
inislration  The  bond 
Iped  revive  the  sag- 
but  the  some  expecta- 
nton  win  led  to  a  14- 
the  Dow  Jones 
srage  on  Oct.  19.  Two 
I  the  week  were  IBM 
orris,  which  reported 
9  earnings. 


STOCKS 

Oct       Apr       Oct     Oct.  15-21 


BONDS 

Oct       Apr       Oct     Oct.  15-21 


THE  DOLLAR 

Oct        Apr        Oct     Oct.  14-21 


52-week  change 
+  7.1% 


]  -week  change 
+  1.5% 


52-week  change               1 -week  change 

52-week 

change  1 

week  change 

+  5.1%  -1.2% 

-1.4% 

+  1.9% 

FUNDAMENTALS 

Latest 

Week  ago 

Year  ago 

90-DAY  TREASURY  BILL  YIELD 

2.97% 

3.00% 

5  18% 

30-YEAR  TREASURY  BOND  YIELD 

7.61% 

7.50% 

8.08% 

S&P  SOD  DIVIDEND  YIELD 

3,04% 

3  09% 

3  24% 

S&P  500  PRICE/EARNINGS  RATIO 

21.8 

21  1 

20,8 

TECHNICAL  INDICATORS 

Latest 

Week  ago 

Reading 

S&P  500  26-week  moving  average 

414.1 

414.1 

Positive 

Stocks  above  26-week  moving  overage 

41.8% 

40.6% 

Neutral 

Speculative  sentiment;  Put/coll  ratio 

0,44 

0.54 

Positive 

Insider  sentiment:  Vickers  sell/buy  ratio 

1  82 

1,77 

Positive 

ETAHALYSIS  1 

%  change 

KS 

Latest 

Week  52-week 

NDUSTRIALS 

3187.1 

-0.3 

4,8 

IFS  (Russell  1000) 

220.8 

1.6 

8.0 

ANIES  (Russell  2000) 

195.5 

2.7 

6  9 

ES  (Russell  3000) 

234.9 

1.7 

8,0 

%  (hange  (local  currency) 

TOCKS 

latest 

Week 

52-week 

ANCIAL  TIMES  100) 

2645.7 

2.8 

3.3 

El  INDEX) 

17,141.5 

-1.2 

-30.9 

E  COMPOSITE) 

3252.6 

1.8 

-6.0 

rRYGROUPS 


K  LEADERS 


BRIDGE  INFORMATION  SYSTEMS  INC 


%  change 
4-week  52-week 


Strongest  stock  in  group 


%  change 
4-week  52-week 


Price 


24.0 

42.8 

CENTEX 

32  2 

56  6 

29  3/4 

12,5 

23.8 

AMERICAN  INTERNATIONAL  GROUP 

16  3 

37,0 

112  3/8 

1  1.2 

27  6 

CHUBB 

17,7 

35  6 

88  Vs 

1  1.0 

1.4 

SKYUNE 

1 1,8 

14.5 

17  3/4 

9  1 

25,0 

MARSH  &  McLENNAN 

10  0 

23  9 

92 

%  change 
4-week  52-week 

Weakest  stock  in  group 

%  change 
4-week  52-week 

Price 

-13,6 

-27.5 

CRAY  RESEARCH 

-22,3 

-53  5 

20 

-1  1,0 

-8.9 

BLACK  &  DECKER 

-14,0 

-0-7 

16  Vs 

-10,2 

-10.3 

INCO 

-15,3 

-34.5 

21  % 

-9,2 

7,6 

AMERICAN  BRANDS 

-114 

3.7 

41  3/4 

-9,2 

7.7 

GENERAL  MOTORS 

-13  1 

-21,5 

29  % 

LDING 


E  INSURERS 


r-CASUALTY  INSURERS 


TURED  HOUSING 


:E  BROKERS 


K  LAGGARDS 


R  SYSTEMS 


E  AND  TOOLS 


IILES 


II  FUNDS 


MORNINGSTAR  INC 


ol  return 

% 

LAGGARDS 

Four-week  total  return 

% 

H  AMERICAN  INDUSTRY 

7.1 

FIDELITY  SELECT  MEDICAL  DELIVERY 

-18.0 

LYNCH  TECHNOLOGY  A 

5.3 

UNITED  SERVICES  GOLD  SHARES 

-17.8 

SHARES 

4.8 

LEXINGTON  STRATEGIC  INVESTMENTS 

-17  2 

1  return 

% 

52-week  total  return 

% 

c 

SELECT  SAVINGS  &  LOAN 
STANLEY  ASIAN  EQUITY 

45,6 
42.7 
38  0 

LEXINGTON  STRATEGIC  INVESTMENTS 
UNITED  SERVICES  GOLD  SHARES 
SCHIELD  AGGRESSIVE  GROWTH 

-60.9 
-51.1 
-33.6 

5&P500 
4-week  total  return 


^^^^H  Average  fund 
52-week  totol  return 


IVI  PORTFOIIOS 


unts 

'»e  present 
0,000 

>e  year  ago 
tfolio 

i  indicate 
:il  returns 


Treasury  lioiids 
$11,286 

-1.17% 


II.  S.  .stock;- 
$10,953 

+  1.51% 


nil 


M<)ne\'  market  fund 
$10,322 

+0.05% 


Gold 
$9,515 

-0.33% 


DATA  RESOURCES  INC 


Foreign  sloe 
$9,375 

-1.18% 


page  are  as  of  rnarkel  close  Wednesday,  October  21,  1992,  unless  otherwise  indicated  October  20  Mutual  fund  returns  ore  as  o(  October  16  Relative  portfolios  are  valued  os  of  October  20  A 
include  S&P  500  companies  only,  performance  and  share  prices  ore  as  of  market  close        more  detailed  explanation  of  this  page  is  available  on  request 


BUSINESSWEEK/NOVEMBER  2,  1992  189 


THE  LESSONS  OF  CAMPAIGN  '92 


It  has  never  been  business  week's  practice  to  endorse  po- 
litical candidates,  and  we  don't  intend  to  break  with 
that  tradition  now.  But  there  are  some  lessons  that  can 
be  drawn  from  the  current  campaign. 

First  of  all,  the  campaign  itself  was  highly  interactive.  By 
appearing  on  TV  call-in  shows  and  town-hall  meetings,  the 
canchdates  got  voters  more  involved  than  usual.  The  second 
Presidential  debate,  in  particular,  showed  that  ordinary  cit- 
izens, with  their  penetrating  and  intelligent  questions,  could 
force  the  candidates  to  discuss  issues,  not  personalities. 
Granted,  our  economic  problems  tended  to  concentrate  the 
mind  wonderfully,  but  we'd  like  to  think  that  the  campaign  it- 
self has  had  something  to  do  with  the  increase  in  voter 
registration  this  year. 

Ross  Perot  earns  our  praise  for  almost  single-handedly  in- 
jecting that  great  unmentionable,  the  budget  deficit,  into 
the  campaign  dialogue  (page  30).  He  talked  about  the  pain 
the  nation  will  have  to  endure,  including  higher  income  tax- 
es and  an  unpopular  hut  sensible  gasoline  tax,  and  raised 
some  tough  issues,  such  as  airline  mergers  with  foreign  car- 
riers and  the  health  of  the  banking  industry  (below). 

Bill  Clinton  has  also  run  a  singular  Presidential  campaign. 
It's  the  conventional  view  that  Clinton  got  where  he  is  today 
with  centrist  buzzwords,  each  one  serving  to  drive  a  tiny 
wedge  into  an  increasingly  fragile  (iOP  coalition.  In  fact, 
Clinton  is  the  only  candidate  in  the  race  with  a  comprehen- 
sive philosophy  of  economic  growth  in  the  1990s.  Clinton 
believes  that  a  blend  of  pulilic  anfl  private  investment  in  ed- 
ucation, training,  health  care,  and  technology  will  spur  the 
U.  S.  economy's  anemic  growth  rate  and  make  the  nation  a 
.stronger  international  competitor. 

No  (me  really  knows  if  his  plan  to  boost  federal  spending 
by  $220  billion  over  four  years  will  spur  gi'owth  without  hy]i- 
ing  inflation.  But  Clinton  has  rejected  increased  social  spend- 
ing in  favor  of  targeted  investment  in  America's  "knowl- 


edge base"  that  he  hopes  will  produce  a  payoff  in  jobs 
es,  and  productivity.  Too  good  to  be  true?  Perhaps.  Bu 
can  deliver  most  of  what  he  promises,  he  will  have  i 
tioned  the  Democratics  as  a  more  centrist  party. 

President  Bush  has  provided  some  of  the  starke, 
sons  of  the  campaign.  If  he  loses,  pundits  are  likely  t( 
to  the  August  GOP  convention  as  a  turning  point.  To  sh 
his  base,  the  President  allowed  the  far  right  wing  of  h 
ty  to  dominate  the  proceedings.  The  extremist  messa< 
livered  by  the  likes  of  Pat  Buchanan  and  Pat  Robertso 
nasty  and  divisive  on  such  issues  as  immigration  and 
ly  values."  By  alienating  many  working  women  and  call: 
a  l)an  on  abortion  even  in  cases  of  rape  or  incest,  t\ 
went  farther  than  President  Bush  ever  did.  If  he  lost 
lesson  will  l)e  clear:  In  chosing  its  President,  America 
ally  rejects  political  extremism,  left  or  right. 

More  fundamental,  of  course,  are  America's  econon 
ficulties.  Despite  a  generally  excellent  record  on  forei^ 
icy  and  the  collapse  of  communism  that  occurred  • 
watch,  the  President  seemed  stunningly  disengagec 
economic  problems.  It  wasn't  just  the  recession,  the  1; 
or  the  debt.  It  was  also  the  feeling  of  many  voters  t 
had  lost  touch  with  their  painful  everyday  reality. 

All  three  candidates  deserve  great  credit  for  refus 
appeal  to  racial  divisiveness.  Perot  said  it  most  plain 
you  hate  people,  I  don't  want  your  vote."  The  Dem 
largely  refrained  from  populist  demagoguery.  And  frc 
(;<)?,  there  was  no  Willie  Horton  ad  this  time  around  ai 
code-word  appeals  to  racial  resentment.  Some  will  co 
that  this  means  the  Republicans  can't  win  without 
polarization.  We  prefer  to  hope  that  this  society,  g 
more  polyglot  by  the  day,  recognizes  that  its  problems 
overcome  only  if  we  transcend  ethnic  differences  anc 
fixing  what  is  broke.  This  campaign,  more  high-mindei 
usual,  may  be  a  good  portent. 


ONE  GOOD  TURN  IN  BANKING  REFORM... 


It's  called  the  "December  Surprise."  I'nder  a  law  that 
(  'ongress  enacted  last  year,  after  Dec.  19  federal  regula- 
tors will  be  forced  to  seize  or  close  many  banks  unable  to 
meet  stiff  new  capital  requirements  (page  142).  Right  now, 
regulators  can  seize  institutions  only  when  all  of  their  capital 
is  gone.  But  Congress  decided  the  tougher  approach  was  nec- 
essary to  prevent  the  kind  of  regulatory  forbearance  that 
added  l)illions  to  the  cost  of  the  cleanup  of  failed  savings  and 
loans.  The  Democratic  leadership,  with  the  consent  of  the 
Bush  Admini.stration,  set  D  day  for  six  weeks  after  the 
election.  That  set  the  stage  for  what  could  l)e  the  closure  of 
dozens  of  troubled  l)anks  when  the  new  law  takes  effect. 

Although  it  comes  late,  the  legislation  is  a  sign  that  Wash- 
ington has  begun  to  confront  the  banking  influstry's  prob- 
lems—and tlieir  financial  impact  on  the  govei'nment.  By  ena- 


l)ling  regulators  to  act  when  a  l)ank  may  still  be  attrac 
a  buyer,  the  new  law  could  save  taxpayers  vast  sums 

But  lawmakers  haven't  (juite  finished  the  job.  It  i;l 
more  impor-tant  that  Congress  find  the  guts  to  scale  hi 
posit-insurance  coverage  to  a  maximum  of  $100,000  pe 
vidual.  Large  depositor's  may  howl,  but  surely  tliey  ha 
financial  sophistication  to  find  l)anks  where  their  i 
would  l)e  safe.  And  banks  would  have  a  liigger  incen' 
keep  their  balance  sheets  clean. 

The  Ti'easury  Dept.  has  already  lent  the  bankin-j,  in 
$70  billion  to  cover  the  losses  in  closures.  While  the  in 
insists  that  the  money  will  be  repaid,  thei'e  is  no  gua 
that  Uncle  Sam  won't  end  up  footing  part  of  the  bill, 
er  limits  on  deposit-insurance  coverage  could  help 
the  ultimate  tab. 
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Beware  of  rabbits. 

If  solutions  could  be  pulled  out  of  a  hat,  you  could  be  sure  of  one 
thing.  Everybody  would  have  one. 

That's  particularly  true  with  pensions.  Where  things  have  become 
so  complex,  few  providers  offer  the  full  range  of  administration, 
record-keeping  and  investments  needed  to  operate  a  successful 


401  (k)  or  retirement  plan. 

Which  brings  us  to 
the  CIGNA  companies. 

We  have  the  nation's 
largest  network  of  sales 
and  service  specialists 
whose  sole  responsibility 
is  to  fulfill  retirement 
plan  needs. 

Which  means  our 
people  can  be  more 
knowledgeable  about 
your  program. 

And  how  it  will  be 
affected  by  changing 
financial  conditions  and 
regulations. 

What's  more,  they 


work  out  of  local  offices,  not  ivory  towers.  So  they're  available  when 
you  need  them.  Bottom  line:  From  plan  design  to  implementation 
and  ongoing  management,  we  achieve  the  kind  of  results  that  have 
kept  our  client  and  asset  retention  rates  consistently  over  93%. 

For  information,  wTite  Group  Pensions,  Dept.  RE,  1600  Arch  St., 
Philadelphia,  PA  19103.  You'll  discover  we  have  a  lot  of  answers  in 
our  briefcase.  And  absolutely  nothing  up  our  sleeve. 


We  get  paid  for  results^ 


No  matter  where  or  how  vou  do  your  thinking, 
there  is  an  IBM  ThinkPad™  waiting  to  go  with 
you.  The  ThinkPad  700  series  is  a  hreathtaking 
display  of  form  and  funetion,  with  186  SIX 

Introducing 

ThinkPad 


77!<-  Thmkl'nd  71)0.  I  caluniig 
'lra<  kl'oini  II. 


The  Tiuiiklhd  M)U.  Your  ideas 
in  bl  crisp  shades  of  gray. 


25  MHz  power,  an  availahle  50/25  MHz  processor 
upgrade,  the  largest  10.4-inch  TFT  256-color 
screen  (or  a  9.5-inch  64  grayscale  monochrome 
screen)  and  style  to  spare.  If  you  like  to  think  under 
a  tree  hut  know  that  money  doesn't  grow  on  one, 

the  ThinkPad  300 

series  has  the 

II    M  ^S^^  I-     I  • 

'  '    '  •  BkS^"^    same  shm  design 

jrl    I  I        and  an  even 

slimmer  price  tag. 

AndairihinkPads 

are  expandable, 

with  a  range  of  add-on  products  available. 

IBM  ThinkPads  are  easy  on  the  eves  in  more 

ways  than  one.  Inmiediately  apparent  is  their 

attractive  silhouette.  But  their  beauty  extends  far 

beyond  the  superficial.  The  700  series  screens  rival 

desktop  display  clarity.  All  screens  are  eminently 


'Warranty  information  available  from  ffie  Personal  Systems  HelpCenter  or  an 
IBM  autfiorized  dealer  700T  warranty  is  available  in  tfie  U  S  A  and  Canada  only  IBfVI  is 
a  registered  trademark  andTfiinkPad.  HelpWare  and  HelpCenter  are  trademarks  of 
International  Business  IVIachines  Corporation  '5'  1992  IBIVl  Corp 


MUM  i>." 


lifUiH 
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ATGM 


The  board 
has  pushed 
out  the  CEO 
—  and  the 


STEMPEL 


management 
heaval  isn't  over  yet. 
11 GM  finally  fix  its 
3blems? 
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AT  CHRYSLER 


Profits  are 
up.  The  new 
LH  cars  look 
like  winners. 
IN:  EATON       Will  the  good 
times  roll  on  after  Lee 
lacocca  leaves? 
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Everything  Hitachi  builds  -  frorti  the  largest 
power-station  to  the  tiniest  microchip- is  aimed 
at  achieving  a  basic  goal:  JK  better  world  for 
succeeding  generations.  It  is  the  operating 
philosophy  behind  every  one  of  the  20,000 
^  products  made  by  our  500  manufacturing 
companies  around  the  world.  It  has  been  our 
commitiTient  for  the  F>ast  80  years.  And  even 
V  ipanore  important,  it  is  our  definition  of  the  future. 


HITACHI 


Mcdital  Systems  •  Transp»malK>n  liquipmcnl   •  I'owc.  , Plants liquipmcnt  •  Hkctrtinic  Cldmponcnts 

>y  ,  ,.  \   -'^  \<\  \  '^^     "V  "'  >•  <^1992Hitachi.  tld,-Tokyo.  Japan  All  rights  resereed 


Other  laser  printers  play  le^frog  trying 
to  catch  ip  with  the  HP  LaserJet. 


( )f  course,  luck  won't  get  them  far. 
Because  the  new  HP  LaserJet  4  printer 
sets  such  high  standards  for  perfor- 
mance, value  and  ease  of  use  t  hat  no 
( )ther  laser  printer  C( )nies  close. 

Higher  resolution.  More  typefaces. 
With  the  HP 


300  dpi 


600  dpi 


Fouf  times  the  dots  foi  better  resolution 


LaserJet  4,  HP 
has  moved  the 
standard  f(  )r 
print  quality 
from  300  dpi  t 
(iOO  dpi.  That's 
twice  the  old  resolution,  but  at  less 
than  the  old      dpi  price. 

The  HP  LaserJet  4  was  designed  for 
600  dpi  printing  from  the  ground 
up.  Wliich  gives  y(  ai  the  liest  ()()( )  x 
600  dpi  resolution  ever  for  noticeably 
crisper,  clearer  text  and  graphics. 


Add  mien  ifine  U  nM  'v  and  HP's  exclusive 
Resolution  Enhancement  technology, 
and  you  get  razor-sharj^  edges  and 
much  smoother  curves.  For  impactful 
documents  that  reallv  stand  out. 


You  can  dress  them  up  with  45 
.scalable  tyj^efaces  built  right  in. 
No  matter  what  kind  of  document  Tiueeoo  dp,  creates 

.  ,  ficfi.full-dimensional 

y(  )U  re  producmg,  your  needs  are  ie>t  and  graphrcs 
c(  )vered.  Ycxi'll  also  find  it  is  easier 
and  cheaper  to  use.  You  don't 
have  t< )  hassle  with  ( lown  - 
loading  fonts  or  buying 
accessoi7  tyi^efaces. 


(or  speed.  It  [jrints  many  complex  K 
ments  at  rated  engine  speed,  and  rr  i] 
(iO( )  dpi  graphics  priiit  at  a  true  8  p  a 
per  minute.  It's  ftister  on  network.'Oi 
And  has  2  MB  built-in  memory  ar 
new  mem(ji7  management. 


Smoother  curves, 
no  lagged  edges, 
thanks  to 
Resolution 
Enhancement 


More  speed,  trays, 
and  flexibility. 

Thanks  Uj  a  high- 
speed RlSCproces- 
.soi;  the  HP  Laser. Jet 4 
also  sets  new  standards 


HP's  microline 
toner  makes  600 
dpi  output  look 
even  sharper 


The  HP  userjet  4 
Is  leaps  and  bounds 
ahead  erf  the  other 
laser  pnnters  Our  new 
-  generation  provides 
supenor  output  wttf* 
600  dpi.  Resolution 
Enhancement  tech- 
nology and  aiJcrcjflne 
toner  It  aisocomes 
standard  wfth  7MB 
memory  and  new 
memory  management. 


Introducing  the  HP  LaserJet  4 
Good  luck,  fellas! 


5  makes  you  more  efficient.  Two 
lard  paper  trays  give  you  a  350- 
capacity  And  there's  an  optional 
heet  tray  So  you  can  just  keep  on 
ing,  instead  of  stopping  to  reload 
ent  sizes  and  types  of  paper 

the  new  optional  75-capacity  enve- 
eeder,  you  won't  waste  time  with 
lal  feeding.  Or  dealing  with  jams. 

r  Windows.  TVue  WYSIAVYG. 

ows  printing,  for  both  text  and 
lies,  is  much  faster  with  the 
■Jet  4.  We  use  fast  vector  graphics 
ve  built  Windows  3.1  TVueTVi:>e 
right  into  the  printer  This' 
IS  documents  print  faster  and 
You  See  Is  mii^?/ Wliat  You  Get. 
le  simple,  seamless  operation, 
•u  do  is  sit  back  and  watch  your 
n  document  appear  quickly 


easily  and  accurately  on  paper 

You  can't  beat  the  LaserJet  4  printer  for 
compatibility  either  It  wcjrks  with  a 
wide  variety  of  LANs  and  computers,  as 
well  as  HP's  PCL  5  printer  language  and 
HP's  optional  PostScript 
Level  2  software  from 
Adobe.  And  automati- 
cally switches  between 
these  languages. 

And,  of  course,  it  offers  complete  docu- 
ment and  software  compatibility  with 
the  HP  LaserJet  III  printer 

Setting  the  standard  in  price,  too. 

With  all  these  advances  and  more, 
you'd  expect  a  big  jump  in  price. 

Surprise!  At  just  $2,199,*  the  HP 
LaserJet  4  [)rinter  lists  for  less  than 
the  printer  it  replaces.  Yet  it  still 


comes  with  pace-setting  HP  quality 
and  reliability 

Call  1-800-LASERJET  (1-800-527- 
3753),  Ext.  7132  for  t  he  name  of  your 
nearest  authorized 
HP  LaserJet  dealer.^ 
Also  ask  for  a 
print  sample  so 
you  can  see 
for  yourself 
how  great  the 
outiuit  really 
looks.*  * 

If  it  isnt  a  LaserJet, 
it's  only  a  laser  printer. 
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PACKARD 


"Hi  US.  list  price,  tin  (  anada  call  1-S( )( )  :iS7-:Wf)7,  Ext,  71:^2  "  Tn  have  a  Laser.Iet  A  printer  data  sheet  sent 
Vmdows  :il  is  a  product  of  Mu  nisoft  ( 


,  immediately  to  you  via  fax  machine,  call  l-StKt-Mil4  ll^Hl  from  your  touch-tone 
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PRODUCTION 

Change  from  last  week  -0.3'^/ 
Change  from  last  year   1  9% 

190  


1 967^  100  (four- week  moving  average) 


LEADING 

change  from  last  week:  0.1% 
Change  from  last  year:  4.7% 
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The  production  index  dipped  in  the  week  ended  Oct  17  After  seasonal  adjust 
meni,  output  of  both  autos  and  trucks  fell  Truck  production  was  down  sharply  Out- 
put of  both  poper  ond  paperboord  declined,  and  rail-freight  traffic  edged  lower 
Steel  output  posted  a  gain,  as  did  production  of  coal  and  lumber.  Electric-power  out 
put  was  unchanged,  as  was  crude-oil  refining  Before  calculation  of  the  four-week  av 
erage,  the  index  fell  to  182  from  182  3  the  week  before 

BW  production  index  copyright  I  992  by  McGraw-Hill  Inc 


The  leading  index  rose  in  the  lotest  week  On  the  plus  side,  stock  prices  gained 
ground,  failures  of  large  businesses  subsided,  ond  the  M2  money  supply,  although 
still  falling,  did  not  decline  as  fast  as  it  did  the  week  before.  As  for  the  downside 
indicotors,  bond  yields  rose,  and  the  growth  rate  of  mate.ials  prices  fell  for  the  fifth 
consecutive  week  Real  estate  loons,  while  also  falling,  did  so  at  a  slower  rote 
Before  calculation  of  the  four-week  overage,  the  index  rose  to  216,9  from  216.7 
Leading  index  copyright  1  992  by  Center  for  International  Business  Cycle  Research 


■  J:M.!lNjM!ll!l.]r7T7TT 


Latest 
week 

Week 
ago 

%  Change 
year  ago 

STEEL  (10/24)  thous  of  net  tons 

1,733 

1,693# 

-1,8 

AUTOS  (10/241  units 

130,936 

n3,517r# 

-5,1 

TRUCKS  (10/24)  units 

94,764 

87,073r# 

1  1,3 

ELECTRIC  POWER  ( 10/24)  millions  of  kilowott-h 

ours 

54,257 

53,810# 

3,3 

CRUDE-OIL  REFINING  (10/24)  thous  ofbbl./d 

ay 

13,560 

13,469# 

6,8 

COAL  ( 1  0/ 1  7)  thous.  of  net  tons 

19,039# 

18,809 

-4  4 

PAPERBOARD  (10/17)thous.oftons 

753  3# 

776  8r 

-4,0 

PAPER  (10/17)  thous  of  tons 

747  0# 

751  Or 

-4  6 

LUMBER  (10/17)  millions  of  ft. 

471, 7# 

466  8 

-7,1 

RAIL  FREIGHT  (10/17)  billions  of  ton  miles 

21,7# 

21,7 

1.4 

Sources:  American  Iron  &  Steel  Institute,  Ward  s  Automotive  Reports,  Edison  Elect 
American  Petroleum  Institute,  Energy  Dept ,  American  Paper  Institute,  WWPA',  SFPA", 
of  American  Roilroods 

ric  Institute, 
Association 

Latest 
week 

Week 
ago 

Year 
ago 

JAPANESE  YEN  (10/28) 

123 

122 

131 

GERMAN  MARK  (10/28) 

1,54 

1  51 

1  67 

BRITISH  POUND  (io/28) 

1  58 

1,61 

1.74 

FRENCH  FRANC  (io/28) 

5,22 

5  12 

5  71 

CANADIAN  DOLLAR  (10/28) 

1,24 

1,24 

1.12 

SWISS  FRANC  (10/28) 

1  37 

1,35 

1.47 

MEXICAN  PESO  (10/28) 

3,1 18 

3,1  18 

3,067 

Sources:  Ma|or  New  York  banks  Cuirenries  expressecJ  i 
pound  expressed  in  dollars 

n  units  per  U  S 

dollar,  exce 

Dt  for  British 

L(i(i;sl 
week 

ago 

%  Change 
year  ago 

GOLD  (10/28)  S/troyoz. 

338,200 

343,750 

-5.9 

STEEL  SCRAP  ( 1 0/27)  b  1  heavy,  $/lon 

89,50 

89  50 

-7  7 

FOODSTUFFS  (10/26)  index,  1967=100 

195,9 

196,4 

-5.4 

:OPPER  (10/24)  c/lb. 

104  4 

104.5 

-5  6 

ALl'MINUM  (10/24)  c/lb. 

53  5 

54,0 

-2  9 

WHt  T  (10/24)  #2  hard,  S/bu 

3  55 

3,61 

-5.8 

COTTOfJ  (10/24)  strict  low  middling  l-l/16m,. 

C/lb 

50  92 

50  65 

-12  1 

Sources:  London  Wednesday  final  setting,  Chicago  market.  Commodity  Research  Bureau,  Metais 
Week.  Konsos  City  market,  Memphis  market 


LEADING  INDICATORS 

Latest 

Week 

%  Changi 

week 

ago 

year  agi 

STOCK  PRICES  (10/23)  S&P  500 

415.03 

409.49 

CORPORATE  BOND  YIELD,  Aaa  (10/23) 

8.04% 

7.96% 

-  6  1 

INDUSTRIAL  MATERIALS  PRICES  (10/23) 

96.7 

96.9 

0  f 

BUSINESS  FAILURES  110/I6) 

362 

408r 

-11- 

REAL  ESTATE  LOANS  (lo/u) billions 

$399  4 

$400.  Ir 

-1  /. 

MONEY  SUPPLY,  M2  (10/12)  billions 

$3,429.3 

$3,420.4r 

1  ; 

INITIAL  CLAIMS,  UNEMPLOYMENT  (10/10)  thous        368  383        -18  ■ 

Sources:  Stondord  &  Poor  s,  Moodys,  Journal  of  Commerce  (index:  1980=100),  Dun  &  Bm  I 
street  [foilures  of  large  companies).  Federal  Reserve  Board,  Lubor  Dept  CIBCR  seasonally  adju  .1 
data  on  business  failures  and  real  estate  loons 


MONTHIY  ECONOIIIIC  INDICATORS 


Latest 

Month 

%  €ho 

month 

ago 

year 

PERSONAL  INCOME  (Sept  )  onnuol  rate,  billions 

$5,077.5 

$5,041. 3r 

4  .1 

ORDERS  FOR  DURABLE  GOODS:  MFG.  (Sept) bill 

ons$l  18  9$ 

1  19.3r 

BUSINESS  INVENTORIES  (Aug  )  billions 

S838  1 

S835.4 

MERCHANDISE  TRADE  BALANCE  (Aug  )  billions 

~$9  0 

-$7.3 

-36.1 

Sources:  Commerce  Dept 

i:i.i!i^M:Vii;Mrfw.i:nHHH^^^^ 

Latest 

Week 

%  Change 

week 

ago 

year  ago 

MONEY  SUPPLY,  Ml  ( 10/12) 

$1,007  3 

Si, 000.6 

15.4 

BANKS'  BUSINESS  LOANS  (io/i4| 

277  8 

277.5r 

10.0 

FREE  RESERVES  (lo/u) 

971 

948r 

32  5 

NONFINANCIAL  COMMERCIAL  PAPER  (lO/U) 

143.1 

145.2 

4  9 

Sources:  Federal  Reserve  Board  (in  billions,  except  fo 

free  reserves. 

A-hich  ore  expressed  for  a 

two-week  period  in  millions) 

MONEY  MARKET  RATES 

Latest 

Week 

Yeor 

week 

ago 

ago 

FEDERAL  FUNDS  (10/27) 

2.91% 

2.97% 

5.10% 

PRIME  (10/28) 

6  00 

6.00 

800 

COMMERCIAL  PAPER  3-MONTH  (10/27) 

3,47 

3.46 

5.26 

CERTIFICATES  OF  DEPOSIT  3-MONTH  (10/27) 

3.40 

3  42 

5.33 

EURODOLLAR  3-MONTH  (10/24) 

3,44 

3.29 

5  35 

Sources:  Federal  Reserve  Board,  First  Boston 


«Raw  dato  in  the  production  indicators  are  seasonolly  adjusted  in  computing  the  BW  index  (chart),  other  components  (estimoted  and  not  listed)  include  machinery  and  defense  equipment. 
1    Western  Wood  Products  Assn      2  =  Southern  Forest  Products  Assn      3  =  Free  market  value     NA  =  Not  avoiloble     r  =  revised     NM  =  Not  meaningful 
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When  it  comes  to  teaching  youngsters  how  solving  serious  social  problems  on  a  local  level, 

to  read,  General  Foods  has  never  been  at  a  loss  for  with  innovative  solutions. 


words.  Or  at  a  loss  for  inspired  literacy  programs. 

Their  Reading  Rocket  workshop,  for  example, 
has  been  instrumental  in  instilling  a  real  fondness 
and  desire  for  reading  in  primary  school  children. 
In  addition,  their 


And  even  though  employees  are  often  re- 
quired to  give  time  to  these  social  programs 
during  working  hours,  companies  have  reported 
only  positive  effects  on  their  businesses,  such 

as  enhanced  em- 


Partners  in  Change, 
Jello  Jigglers  program. 
Star  Serve,  Maxwell 
House  Learning  Center, 
and  involvement  with 
Literacy  Volunteers  of 
Westchester  County 
have  greatly  impacted 
the  literacy  problem 

as  a  whole.  Recognizing  the  importance  of  com- 
munity service  in  the  workplace.  General  Foods  has 
supported  programs  like  these  since  1958. 

This  is  the  kind  of  corporate  activism  that  the 
Points  of  Light  Foundation  hopes  to  promote.  The 
Foundation  is  an  independent,  non-profit  organi- 
zation founded  in  1990  to  encourage  community 
service.  Like  General  Foods  and  other  businesses 
that  promote  public  service,  we  are  committed  to 


ployee  self-esteem 
and  morale,  and 
improved  leader- 
ship and  teamwork. 

With  the  partici- 
pation and  support 
of  our  nation's  busi- 
nesses, we  know 
that  real  progress 
can  be  made  in  solving  local  social  problems  (as 
General  Foods  has  demonstrated). 

To  learn  more  about  corporate  involvement  in 
community  service,  please  call  the  Points  of  Light 
Foundation  at  1-800-888-7700.  You're  probably  well 
aware  of  how  desperately  your  community  needs 
your  help.  There's  no  need  to  spell  it  out  for  you. 

tf¥  Points  OF  Light  m 

^9  FOUNDATION  (jOUKlI 


6A-CA 


Blue  Shield  of  Californi 


Hard  As 


David  Class 


Working  Hard  and  Smart  Makes  David 
One  Of  Class  Termite  and  Pest 
Control's  Most  Valuable  Assets 


S 


mall  companies  know  tke  value  of  a  ti^  idea. 
Lil?e  David's  idea  to  set  up  a  termite  and  pest 
identification  center. 

Many  of  Class  Termite's  clients  want  to  know 
all  tliey  can  atout  wliat's  bu^gin^  tkem.  Witk 
tke  insect  museum,  customers  can  accixrately 
laen  tify  tke  creepy  culprit  from  a  line-up  of 
tke  usual  suspects.  Involvement  in  tke  process 
makes  tke  ckent  as  liappy  as  a  ku^  in  a  rug,  and 
enkances  Class  lennite's  reputation  for  strong 
customer  service. 

As  Class  Termite  knows,  a  valuakle  resource  like 
David  deserves  a  quality  kealtk  plan.  Especially 
in  times  like  tkese,  wken  tke  pressiu*e  to  produce 
more  for  less  seems  greater  every  day. 


"Our  termite 
and  pest 
display  helps 
us  identify 
exactly  what 
bugs  our 
customers." 


6B-CA 


'  Ttc  l--!i,e  SlilJJ  HMO  IS  ciVLiiLUc  in  most  of  Cjifornia. 
Ucas  1 1. ..I  Work  is  a  Service  Mark  oj' Blue  ShieU  of  Califoi 


/bRKS  Every  Bit  As 


Working  Hard  and  Smart, 

Blue  Shield  OF  California  Offers 

Health  Plans  for  Companies  of  all  Sizes. 

WitK  a  50  year  history  of  wording  as  karJ  as  tke 
people  it  protects,  Blue  SKielJ  of  California  offers 
liealtli  plans  for  companies  of  all  sizes  —  even  groups 
witli  as  few  as  two  employees. 

Witli  tlie  Blue  shield  Preferred  Plan,  employees  gain 
access  to  one  of  tke  state's  largest  provider  networks. 
And  witK  tlie  Blue  Skield  HMO*  yoiu*  people  receive 
reliakle  Blue  Skield  coverage  witk  no  deductikles,  and 
little  or  no  copayments. 

Botk  plans  —  ky  tkemselves  or  togetker  as  a  Dual  Opt  ion 
program  —  offer  a  wide  range  of  optional  kenefits  and 
kealtk  promotion  programs.  Plus,  we  ckallenge  any 
kealtk  plan  to  keat  our  commitment  to  service. 


J  TERMITE 

^  (WORKER) 

&  ,.L  :  TERMES 
gak  GENi  TERM  I  TIS 
SIZ 
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Like  Class  Termite,  Blue  ShieU 
plaees  great  emphasis  on 
consumer  eJucation. 


For  More  Information  Call  Your  Broker 
OR  CALL  Blue  Shield  of  California 
AT  1-800-624-51  50,  EXT.  872. 


Blue  Shield  of  California 

iJeas  liiat  Work'' 


Blue  Shield 

of  California 
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You  have  a  great  idea.     You  set  your  schedule.      You  present  your  idea.  \ 

With  SP  Telecom's  Media  Express  network,  your  next  great  idea  is  only  minutes  away  from  a  videoconference. 
Media  Express  videoconferencing  is  that  easy. 

Unexpected  meetings  to  discuss  timely  issues  can  be  scheduled  immediately.  This  gives  your  company  an  edge. 

Even  when  you're  not  in  a  hurry,  Media  Express  is  still  the  best  way  to  videoconference.  One  reason  is  our 
one-of-a-kind  Automated  Scheduler.  Instead  of  using  an  operator,  you  simply  choose  the  parameters  for  your  conference 
through  a  PC  interface. 

You  can  schedule  point-to-point  or  multipoint  conferences.  Plus,  at  a  moment's  notice,  you  can  extend  your  video- 
conferences  or  end  them  early,  and  pay  only  for  the  minutes  you  use.  Every  conference  has  complete  password  security. 

Plus,  with  Media  Express  you'll  get  detailed  call  records  sorted  by  cost  centers  according  to  your  particular  needs. 

Give  your  company  a  competitive  edge  with  a  true  on-demand,  reliable  videocon- 
ferencing network.  Call  today  and  ask  about  Media  Express.  It's  ready  when  you  are. 

1-800-229-7782.  J  ^  Adding  value 


60  Spear  St,,  7th  Floor.  San  Francisco,  CA  94105  ©1992.  Patent  Pending.  Media  Express  is  a  service  mark  of  SPTelecom. 
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THE  SECRET  INGREDIENT 
IN  THE  'HOT  SPOTS'  RECIPE 


■ read  the  article  on  "Hot  spots:  Ameri- 
ca's new  growth  regions"  (Cover  Sto- 
ry, Oct.  19)  on  the  same  day  that  the 
first  Presidential  debate  took  place,  with 
its  constant  refrain  of  economic  growth 
and  job  creation. 

While  the  three  candidates  formulated 
any  number  of  theories  for  kick-starting 
the  economy,  none  of  them  mentioned 
the  central  thesis  of  your  article:  that  an 
"uncommon  alliance"  among  govern- 
ment, business,  and  universities  has  al- 
lowed the  creation  of  high-tech  growth 
zones  throughout  the  country. 

As  president  of  Alfred  University,  I've 
seen  how  close  cooperation  among  our 
university,  government  officials,  and 
Corning  Inc.  executives  could  result,  in  a 
relatively  short  time,  in  the  construction 
of  not  one  but  two  Ceramic  Innovation 
Centers,  located  in  Alfred  and  Corning. 

The  result?  For  New  York's  economi- 
cally troubled  Southern  Tier,  the  cooper- 
ation means  jobs,  now  and  into  the  fu- 
ture. Our  preliminary  market  studies 
indicate  that  within  10  years,  fledgling 
industries  hatched  by  our  incubators  will 
generate  1,400  new  jobs. 

Edward  G.  Coll  Jr. 

President 
Alfred  Universitv 
Alfred,  N.  Y. 

You  did  a  great  job  of  identifying  the 
factors  essential  for  technology- 
based  economic  development.  But  in  or- 
der for  the  Ceramics  Corridor  to  become 
a  reality,  local  leaders  had  to  overcome 
historical  rivalries  between  neighboring 
communities  and  convince  others  that 
competition  in  the  global  marketplace  re- 
quired partnerships  between  corpora- 
tions and  universities  and  between  large 
and  small  companies,  with  government 
supplying  the  needed  infrastructure. 

Many  communities  have  the  elements 
to  become  hot  spots — excellent  universi- 
ties, high-tech  companies  with  growth 
potential,  good  quality  of  life,  and  the 
necessary  infrastructure.  What  they 
need  are  people  such  as  Rick  Ott  at  Al- 
fred University,  Bob  Ecklin  at  Corning, 
and  others  who  understand  that  only  by 


collaborating  can  they  achieve  what  is 
required  for  us  to  be  internationally 
competitive. 

Jana  B.  Matthews 
Boulder,  Colo. 

THREE  BOOS  FOR  BECKER 

ON  THE  DISABILITIES  ACT  

Gary  Becker's  article  "How  the  dis- 
abilities act  will  cripple  business" 
(Economic  Viewpoint,  Sept.  14)  was  most 
disappointing.  The  Americans  with  Dis- 
abilities Act  {ADA)  is  civil  rights  legisla- 
tion designed  to  enable  the  43  million 
Americans  with  disabilities  to  be  produc- 
tive employees  and  purchasers  of  con- 
sumer goods,  not  to  close  businesses. 
The  definition  of  "disability"  in  the  ADA 
was  taken  directly  from  the  Rehabilita- 
tion Act  of  1973,  and  it  has  not  created 
problems  for  government  or  business. 

The  ADA  has  generated  unprecedented 
cooperation  from  the  business  communi- 
ty, with  federal  regulatory  agencies  en- 
suring the  actualization  of  this  landmark 
legislation.  The  Justice  Dept.  has  provid- 
ed technical-assistance  grants  to  the 
American  Hotel  &  Motel  Assn.,  the 
Building  Owners  &  Business  Bureaus 
Foundation,  the  Food  Marketing  Insti- 
tute, the  National  Conference  of  States 
on  Building  Codes  &  Standards,  and  the 
National  Restaurant  Assn.  Plus,  the 
Equal  Employment  Opportunity  Com- 
mission plans  to  contract  for  ADA  train- 
ing for  small  and  midsize  businesses. 

If  we  all  positively  approach  imple- 
mentation of  this  just  law,  all  members 
of  our  society  will  benefit. 

Rick  Douglas 
Executive  Director 
President's  Committee  on  Employment 
of  People  with  Disabilities 
Washington 

As  a  physically  disabled  professor 
and  founder  of  Pennsylvania's  Day 
of  the  Disabled,  I  disagree  strongly  with 
the  view  that  the  Americans  with  Dis- 
abilities Act  will  have  a  negative  effect 
on  businesses  or  become  just  another 
make-work  project  for  our  lawyers. 

While  I  do  not  look  forward  to  seeing 
thousands  of  unnecessary  ADA  court 
cases,  I  am  convinced  that  the  threat  in 
litigation  alone  will  benefit  the  disabled 
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EVER  GET  1HE  FEEUNG  YOU'RE  NOT 
PEALING  WITH  A  DECISION  iWAKER? 

□ lying  to  reach  a  real  decision  maimer  at  AT&T  can  be  frustrating.  That's  why  more  businesses  are  deciding  to  go  with  WilTel". 
We're  big  enougti  to  offer  the  superior  technology  of  the  Meridian  1  communication  system  designed  by  Northern  Telecom. 
But  we  haven't  growii  so  big  that  \ve'\-e  forgotten  you.  No,  our  personal  sendee  is  still  second  to  none. 

So,  if  you're  tired  of  AT&T  stringing  you  along, 
call  WilTel  Communications  Systems,  for  everything 
h'om  key  systems  to  PBXs,  at  l-800-324-()fi()8. 


The  Meridian  1 
cuinnianicdtion  system. 
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Meridian  1 
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Turns  Up  Technology 


CORRICTIOMS  &  CLARIFICATIONS 

In  a  table  that  accompanied  the  story 
"For  bankrupt  companies,  happiness  is 
a  warm  keirctsu"  (International  Busi- 
ness, Oct.  26),  we  should  have  noted 
that  Dai-Ichi  Kangyo  Bank  Ltd.'s  deal 
Lo  acquire  Kankaku  Securities  Co.'s 
computer  center  is  pendin^^  and  that 
the  $375  million  price  is  an  estimate  by 
industry  sources. 


opulation  more  than  litigation  itself.  In 
act,  many  companies  are  spending  sig- 
ificant  amounts  to  adapt  facilities  to 
he  needs  of  disabled  people  in  order  to 
revent  potentially  expensive  lawsuits. 
The  U.  S.  Constitution  was  written 
lore  than  200  years  ago,  and  it  is  one  of 
he  best  systems  of  law  developed  by 
lan.  It  was  purposely  written  to  be  so 
road  and  vague  that  it  requires  nine 
pecial  judges  to  explain  it  forever.  The 
DA  was  developed  on  a  similar  basis, 
nd  it  may  need  a  special  ADA  court, 
nth  wise  judges  interpreting  this  act 
3r  years  to  come.  In  fact,  the  ADA  has 
lade  the  American  Constitution  legally 
lore  accessible  to  citizens  with  disabil- 
y  grievances. 

Adolph  S.  Butkys 
Associate  Professor  of  Marketing 
Villanova  University 
Bethlehem,  Pa. 

rhe  callousness  displayed  by  Profes- 
sor Becker  toward  the  disabled  rein- 
)rced  a  stereotypical  notion — not  of  the 
sabled,  but  of  economists.  Tenured  fel- 
ws  have  an  uncanny  way  of  turning 
iople  with  disabilities,  such  as  myself, 
to  widgets  and  other  pieces  of  mythi- 
illy  bought-and-sold  property.  Keep  up 
le  good  work.  Professor  Becker. 

John  H.  MacKinnon 
Belmont,  Mass. 

IGHT  ON  INFLATION, 

)R  THE  WRONG  REASONS  

four  Commentary  is  right:  "A  little 
inflation  could  jump-start  the  econo- 
y"  (Top  of  the  News,  Oct.  19).  Only  the 
lalysis  is  wrong. 

Inflation,  like  cholesterol,  is  of  two 
ads:  the  good  and  the  bad.  "Good"  in- 
ition  is  when  prices  rise  because  of 
jreased  demand  from  users  of  goods 
d  services.  This  is  caused  when  gov- 
nment  influences  are  the  weakest  and 
9  market  has  few  restrictions  on  pro- 
cers  to  modify  their  products  and  en- 
'  new  market  areas.  "Bad"  inflation  is 
j  used  when  the  medium  of  exchange  is 
j  uted:  This  is  when  the  government 
I  ints  more  money,  and  we  have  more 


Lifelike  sound 
from  Virtually 
invisible  speakers? 

The  Answer  is  Acoustimass' 
Speaker  Systems 


The  Bose 

Acoustimass-5  Series  II 
Speaker  System 

Replace  your  bulky, 
outdated  speakers  with 
Bose  breakthrough 
speaker  technology, 
and  your  eyes  won't 
believe  your  ears. 

Save  $100 

For  a  limited  time,  save 
at  least  $100  when  you 
iTjplace  your  old 
speakers  with  black  or 
white  Acoustimass-5 
speakers  at  participat- 
ing authorized  dealers, 
For  details,  please  call 
toll-free 

1-800-444-BOSE 
Ext.  179 

USA  and  Canada,  Weekdays 

8  3nAM-9PM  R,iliirfi,iy  9AM  '.PM  (FT) 


"...its  powerful,  room-filling  sound 
emerges  from. ..speakers  that  could 
easily  be  held  on  the  palm  of  one's 
hand..."  -  Julian  Hirscti,  Stereo  Review.  1991 


Better  sound  through  research 


1  1092  Bosp  Cnr|»»,iltr,i,  Tl lo  Mounl.i 

MM,i[i(ih,iiii  MA  iH7fil  'Ml,;-;  1  r 


THE  DIAMOND  ANNIVERSARY  BAND. 

Wlietker  it  s  yovir  1st,  5tli  or  lOtk  anniversary,  tKi  s  year, 
tell  lier  you'd  marry  lier  all  over  again. 

;    \  A  diamond  is  fcrever  ^ 

Rygers  &  HollanJs  •  Proctors  •  BriJal  Ring  Gallery 
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give  new  meaning  to  high  tea. 


Freshly  brewed  tea,  scones  and  Devonshire  cream,  a  small  taste  of  England  served  with  perfect 
aplomb  at  37,()()()  feet.  It[\  [lie  way  wc  make  yon  feel  that  makes  us  the  world's  favourite  airline. 


British  AIRWAYS 


The  world's  favourite  airline." 


ui(l  more  paper  chasing  after  the  same 
iniount  of  goods  and  services. 

Ahnon  H.  Ciegg,  President 

(CI 

Rockaway.  N.  J. 

WORK  BOOTS  FIT  FINE 

-FOR  NOW  

In  response  to  "From  wingtips  to  worl< 
boots"  (Top  of  the  News,  Oct.  19),  I 
:now  exactly  how  Amos  Crowley  feels 
md  what  he  went  through.  As  a  former 
tockbroker  for  E.  F.  Hutton  &  Co.,  I  am 
low  working  on  a  production  line  in  a 
nanufacturing  plant.  After  looking  for 
lositions  for  over  a  year,  this  was  the 
mly  job  I  could  find.  My  fellow  employ- 
'Cs  wonder  why  I  am  doing  this  type  of 
rork,  and  I  tell  them:  "It's  basic  surviv- 
,1."  Also,  it  is  simple,  honest  work.  No 
^ames.  No  politics.  No  egos. 

Like  Crowley,  I  have  a  sense  of  ac- 
omplishment  at  day's  end  as  I  see  what 
have  done.  But  it's  a  sad  state  of  af- 
airs  when  you  work  for  an  education — I 
old  an  MBA — and  then  can't  use  it.  I 
ontinue  to  look  for  another  job,  but  in 
'le  interim,  I  appreciate  what  I  have. 

Brian  Napoli 
Medina,  N.  Y. 


AVING  FOR  SCHOOL  MUST  START 
ARLY— AND  THE  FEDS  SHOULD  HELP 

our  article  "A  lot  less  moola  nioola 
on  campus"  (Social  Issues,  Oct.  5)  is 
ifurmative  and  helpful.  There's  no 
uestion  that  funding  education,  both 
)r  the  provider  and  the  user,  is,  after 
!tirement  and  health  care,  the  most  sig- 
ificant  challenge  facing  Americans. 
At  Kenyon  College,  the  Alumni  Coun- 
1  has  created  a  Funding  Education 
ommittee  to  look  at  these  issues  on  a 
ng-range  basis,  on  the  theory  that 
lere  is  very  little  that  can  be  accom- 
ished  near  term.  With  our  focus  on 
)10  and  beyond,  we  have  calculated 
lat  for  a  child  born  this  year,  the  cost 
"  a  four-year  private-college  education, 
e.,  tuition,  room,  board,  books,  and 
es,  beginning  in  2010,  will  be  more 
an  $250,000.  For  public  universities, 
ven  the  trends  noted  in  your  article, 
e  cost  may  be  around  $150,000. 
We  believe  that  one  means  to  deal 
ith  these  mind-boggling  costs  is  for  the 
ivernment  to  provide  incentives  to  en- 
ile  parents  and  grandparents  to  sa^-e 
r  education.  One  way:  a  Higher  Educa- 
in  Accumulation  Program.  It  would  be 
education-specific,  tax-deferred  ac- 
unt,  similar  to  but  separate  from  an 
A,  in  which  parents  or  grandparents 
uld  deposit  money  every  year  to  be 
ed  for  postsecondary-school  education 
a  trade  school,  community  college, 


Superb  sound, 
pure  and  simple? 

The  Answer  Is 
LHestyir  Music  Systems 


"No  visible  speakers,  no  stack  of 
components,  nothing  that  looks  like 
sound  equipment.. ..Hit  the  start  button 
and  suddenly  the  room  fills  with  music  of 
exemplary  clarity  and  fullness. " 

-  Hans  Fantel,  7"/ie  New  )ork  Times.  1990 


The  Bose  Lifestyle 
Music  System 

Replace  your  bulky, 
outdated  stereo  with 
Bose  breakthrough 
technology.  It  will 
change  the  way  you 
enjoy  music. 

Save  $200 

For  a  limited  time,  save 
at  least  $200  when  you 
replace  your  stereo 
with  a  Lifestyle  system 
with  powered  Acousti- 
mass  -5  speakers  in 
black  or  white.  For 
details,  please  call 
toll-free: 

1-800-444-BOSE 
Ext.  180 

ULiA  .hilI  l  Wt-ekdays 

8  30AM-9PM  Satutdjy  9AM-5PM  (ET) 


Better  sound  through  research 
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ORGANIZE  YOUR  FUTURE  IN  STYLE 


WITH  1993 


BUSINESSWEEK  PLANNERS 

At  15% 
Off 


Nou<  with 
32  f'aj^e,  full  colt 
ih-tailcii  ii'orlil  iithis 


ELEGANT  PLANNERS... 

for  smart,  busy  executives.  Neatly  organized 
and  packed  vv'ith  reference  materials  for  the 
ultimate  in  efficiency  and  style.  Available  in 
classic  black  or  rich  burgimdy  skived  leather 
covers,  and  personalized  with  full  name.  They 
make  perfect  gifts! 


FREE! 


As  your  bonus  for 
ordering  3  or  moro 
items  or  a  Planner 
Set,  we'll  send  you 
this  genuine  calf 
leather  security 
luggage  tag' 


BW22CI 

Planner  Sol  with 
BiisinessWeek  lugn 

RI.Nk  ' 

r...,,  : 

4 

BW22(i 

planner  Set  without 
Bus ine^is Week  logo 

lil,,.  k 

Burt,'undy 

38.25 

32.50 

28.50 

BW2II1 

BVV211  1 

BW2II7__ 
BW21ti 

Desk  Plannei-  with 
BusinessWeek  logo 
Desk  Planner  without 
BusinessWeek  logo 

Black  

Burgundy 

Black 

Burgundy 

28.00 

24.75 

23.00 

T5W2U4 
BW21K 

Pocket  Planner 

_Black  _ 
Bur^qindv 

14.50 

n.45 

10.45 

1«    us  Credit  C'nrd  holders  mav  call 

a    TOLL  FREE  800-722-9999 

0|>.?rati)r  IS  fnr  Plannt- r  Dept.  BN5LOF3.  We  honor  AitiEx/DuitTsA'isa/MasU^ri.'jrd 

Please  add  US$4  7.5  for  nanie  blocking  per  item 
plus  US.$2.2.5  for  hjuidling  and  packing  per  item. 
N.J.  residents  add  G'^/r  sales  ta.x.  U.K.  residents 
add  V.A.T.  Allow  3-4  weeks  for  delivery. 

To  order,  make  your  check  payable  to 
BUSINESSWEEK  PLANNER 

and  send  to  Dept.  BN5LOF3 
P.O.  Box  8035 
Brick,  N.J.  08723  U.S.A. 
Fa.x  (201)  461-9808 
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Pens  ipr/fe.  A  Wcjfemuoi  t x/iressfs  For  more  tlnvi  a  ceittury,  tins  dtstiuitton  has  rmanied  consUmt. 
In  the  precise,  painstaking  toohnc).  In  the  meticulous  balancing.  In  the  elegant  styling  accented  with  precious  metals. 
For  example,  the  Rhapsody  Red  Ripple,  f  \  pictured  above,  recaptures  all  the  romance  of  its  i92o's  original. 


Wa 


D^llaris  WATERMAN  Macys 


ublic  university,  or  private  collej^e. 
We  are  convinced  that  absent  pubiic- 
Dlicy  changes  and  adoption  of  pro- 
rams  such  as  HKAP,  the  ability  of  our 
lildren  and  grandchildren  to  have  ac- 
iss  to  the  best  education  that  America 
in  offer  is  going  to  be  severely  cur- 
liled,  if  not  economically  impossible. 

Neal  M.  Mayer 
Chairman,  Funding  Education 
Committee 

Kenyon  College  Alumni  Council 
Washington 

rAGGERED  NURSING-HOME  RATES 
lEAN  FAIR  CARE  FOR  ALL  

Referring  to  "Why  cost-shifting  at 
Im  nursing  homes  hurts  everyone" 
Llconomic  Trends,  Oct.  5),  I  am  confi- 
snt  that  most  nursing-home  operators 
ould  be  happy  to  charge  private-pay 
isidents  and  medicaid  residents  the 
ime  rate  if  (but  only  if):  (1)  medicaid 
ites  fully  covered  the  cost  of  care,  and 
!)  the  level  of  care  on  which  those  costs 
ere  based  was  one  that  you  or  I  would 
3  happy  with  for  our  own  parents. 
Meanwhile,  in  the  interests  of  p'rovid- 
g  an  adequate  level  of  care  for  all, 
lose  who  can  afford  it  are  having  to 
iy  higher  costs  for  those  who  cannot 
■ford  it.  That  seems  to  me  to  be  neither 
ifair  nor  inappropriate. 

Michael  J.  Schewel 
President  of  the  Board 
leth  Sholom  Home  of  Central  Virginia 
Richmond,  Va. 

IPAN'S  RACEHORSE  IMPORTS 
RE  THE  LEAST  OF  THE  WORRIES 

Regarding  "A  padlock  on  the  paddock 
m  gate"  (Sports  Business,  Oct.  5),  you 
ust  be  horsing  around! 
Does  it  make  sense,  horse  or  other- 
se,  for  a  serious  U.  S.  business  maga- 
le  to  report  in  detail  how  Japan  is  so 
ifairly  blocking  imports  of  Thorough- 
eds?  With  a  trade  deficit  headed  to- 
ird  $100  billion  this  year,  certainly 

S.  Trade  Representative  Carla  Hills 
d  her  stable  of  experts  have  some- 
ing  better  to  do.  If  the  state  of  the 

S.  economy  is  such  that  racehorses 
3  where  we're  betting  the  future  of 
r  national  competitiveness,  then  we 
ould  cash  in  all  our  chips  now — semi- 
nductor,  potato,  and  horse. 

Walter  E.  Schill  HI 
McKinsey  &  Co. 

Tokyo 


ters  to  the  Editor  should  be  sent  to  Readers 
)ort,  Business  V/eek,  1221  Avenue  of  the  Ameri- 
New  York,  N.  Y.  10020.  Fox:  (212)  512-4464, 
iX:  12-7960,  Intl.  4998204.  All  letters  must  in- 
ie  an  address  and  daytime  and  evening  tele- 
ine  numbers.  We  reserve  the  right  to  edit  letters 
clarity  and  space. 


Life-size  sound  from 
a  Virtually  Invisiblr 
stereo  system? 

TTie  Answer  is 
Lifestyle'  Music  Systems 


"The  sound  of  the  Lifestyle' 
Music  System  was  superb  from 
both  FM  and  CD."  -  Julian  H  rsch 
Sound  &  Image  Magazine.  Summer  1990, 
about  the  original  Lifestyle"  music  system 


The  Bose  Lifestyle 
Music  System 

Replace  your  bulky, 
outdated  stereo  with 
Bose  breakthrough 
technology  that  will 
change  the  way  you 
enjoy  music. 

Step  Up  Now  And  Save 

For  a  linnited  time,  save 
at  least  $150  when  you 
replace  your  old  stereo 
with  a  Lifestyle  system 
with  new  black  or  white 
powered  Acoustimass  -3 
speakers.  At  participat- 
ing authorized  dealers, 
Ror  details,  please  call 
toll-free: 

1-800-444-BOSE 
Ext.  181 

USA  and  Can.-via  Weekdays 

8  30AM-9PM,  Saturday  9AM-5PM  (ET) 


Better  sound  through  research 


©  1992  Bose  Corporalion  The  Mount3 
Fiamingham  MA  01701-9168  USA 


A  MESSAGE  FOR 
BUSINESS  WEEK 
SUBSCRIBERS 

We  make  it  our  mission  here  at  Business  Week  to  provide 
an  editorial  product  that  offers  business  news  and  devel- 
opments delivered  in  an  insightful  and  timely  fashion. 
We  strive  to  find  ways  to  help  you  excel  in  your  business 
and  personal  pursuits. 

It  is  in  that  regard  that  we  sometimes  make  names  and 
addresses  of  our  subscribers  available  to  companies  with 
quality  products  and  services  of  interest.  All  prospective 
customers  for  the  Business  Week  subscriber  list  are  care- 
fully screened  and  their  offers  examined  for  suitability. 

While  we  consider  the  information  and  offers  contained 
in  these  mailings  of  use  and  benefit  to  our  subscribers, 
we  are  aware  that  some  readers  may  not  wish  to  receive 
them.  If  you  prefer  not  to  receive  mail  as  a  result  of  being 
a  subscriber  to  Business  Week,  contact  us  and  we  will 
gladly  accommodate  your  request.  If  writing,  please 
enclose  a  current  subscriber  address  label  and  mail  to: 

Business  Week 
1221  Avenue  of  the  Americas, 
New  York,  NY  10020, 
Attn:  Subscriber  Services. 
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PROFIT    BY  IT 
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"Dealing  with  Akzo  means  dealing  with  business 
units  who  are  right  in  the  forefront  of  their  chosen 
field.  So  it  may  surprise  you  that  we  haven't  the 
slightest  inclination  to  become  one  of  the  world's 


largest  chemical  companies.  We  much  prefer  t 
big  in  the  areas  we  choose.  Yes,  we  make  acqui 
tions.  But  never  just  to  grow  bigger.  Only  if  it  il 
value  to  our  existing  operations.  Yes,  we  peneta 


Akzoisoneof  the  world's  leading  companies  in  selected  areas  of  chemicals,  fibers,  coatings,  salt  and  health  care  products.  Some  6:) 
people,  active  in  50  countries  around  the  world,  make  up  the  Akzo  workforce.  For  more  information,  write  or  call:  Akzo  Americ. ' 
Corp.  Comm.  Dept./R2.  300  South  Riverside  Plaza.  Chicago,  II.  60606.  Phone  (312)  906-7500. 


Hans  van  Oosterom,  Executive  Vice  President  Strategic  Planning  Akzo 


narkets.  But  only  if  we're  pretty  sure  we  can  do 
:ter  job  than  the  competition.  We  don't  want 
the  biggest.  We  do  want  to  be  the  best.  And  for 
you  have  to  create  the  right  chemistry." 


CREATING  THE  RIGHT  CHEMISTRY  | 


Li 


TEMPLES  OF  CHANCE:  HOW  AMERICA  INC.  BOUGHT  OUT  MURDER  INC. 
TO  WIN  CONTROL  OF  THE  CASINO  BUSINESS 

By  David  Johnston 
Doubledoy  •  312pp  •  $22.50 

SEVENS  FOR  BUSINESS, 
SNAKE  EYES  FOR  THE  PUBLIC 


As  recently  as  the  196()s,  the  legal- 
ized |?amV)ling  industry  was  con- 
trolled by  the  mob.  Now,  it  is 
controlled  by  such  major  corporations  as 
Hilton  Hotels,  Holiday  Inns,  and  Circus 
Circus  Enterprises.  Good  news,  right? 

Not  according  to  Temples  of  Chance: 
How  America  Inc.  Bought  Out  Murder 
Inc.  to  Win  Control  of  the  Casino 
Business.  As  David  Johnston,  an  investi- 
gative reporter  for  the  Philadelphia  In- 
quirer, sees  it,  the  new  owners  are 
worse  than  the  old.  His  arguments  are 
persuasive  and  disturbing.  To  be  sure, 
the  big  gambling  companies  don't  break 
your  legs  if  you  welsh  on  your  debts. 
But  their  massive  campaign  to  expand 
legal  gambling  could  have  a  much  more 
pernicious  impact  on  America  than  any- 
thing envisioned  by  the  mob. 


The  mob's  legal  gambling  operations 
were  confined  to  Las  Vegas,  and  its  fi- 
nancing was  restricted  mostly  to  cash 
skimmed  from  table  games.  Corporate 
gambling  interests  have  much  greater 
resources  and  far  broader  horizons.  The 
big  casino  companies  have  better  man- 
agement, marketing  savvy,  and  access 
to  the  capital  markets.  During  the  1980s, 
gambling  companies  raised  $5  billion 
from  junk-bond  offerings  alone. 
Through  partnerships  with  deficit- 
plagued  state  and  local  governments, 
which  see  gambling  as  a  painless  tax, 
they  have  gotten  at  least  one  form  of 
commercial  gambling  legalized  in  every 
state  but  Utah  and  Hawaii. 

Today,  gambling  companies  are  pursu- 
ing what  Johnston  calls  a  plan  "to  profit 
by  infecting  America  with  an  incurable 


case  of  gambling  fever."  They  are  pr 
moting  everything  from  riverboat  cas 
nos  to  seductive  video  slot  and  lottei 
machines,  which  they  hope  to  install 
taverns  across  the  country.  They'i 
close  to  getting  casinos  built  in  maj( 
cities  such  as  New  Orleans  and  Chicag 
And  they've  been  very  successful  in  sa 
itizing  gambling's  seedy,  back-room  ir 
age  and  making  it  socially  acceptabl 
By  1995,  according  to  consultant  Eugei 
Martin  Christiansen,  annual  gamblir 
losses  by  Americans  will  reach  $40  b 
lion.  That  translates  into  immense  pre 
its  for  gambling  interests.  According 
Johnston,  Hilton's  four  Nevada  casini 
have  twice  the  revenues  of  the  comp 
ny's  264  franchised  hotels  combined. 

Johnston  disagrees  with  executiv( 
who  claim  gambling  is  harmless  recr 
ation.  For  many,  even  most,  players, 
may  be.  Still,  he  argues,  it  tends  " 
prey  on  the  foolish,  the  compulsive,  ai 
the  weak."  In  part  because  gambling 
sanctioned,  even  promoted,  by  gover 
ment,  millions  of  people  who  had  nevi 
so  much  as  stacked  poker  chips  are  b 
ing  lured  into  gambling  compulsivel 
And  though  gambling  is  one  of  the  fas 
est-growing  industries  in  the  U.  S.,  Joh 
ston  questions  its  economic  value.  \ 


THERES 
NEWSTRENGTH 

INNOMBERS 
AT  THE  EQUimE. 

®l992TheEquitableCompaniesIncorporaled,  NY,  NY  iOOiy,  *  For  Ihc  year  ending  June  30.  1992. 
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inifs  Hugo  Schneklotli, 
1  Iowa  legislator  and 
uiililing  foe,  this  way: 
ianihling  is  an  awful 
or  foundation  to  build 

ccononiic  system  on. 
isiiios  don't  make  any- 
iiig.  They  just  take 
II ley  from  a  lot  of  peo- 
'  and  give  to  a  few." 
Miiess  Atlantic  City's 
iii  hling  downtown, 
riif  mob  and  the  casino 
iijianies  have  one  thing 

icniinon:  a  propensity 

i  (  irrupt  state  gaming 
rulators.  Much  of  Tem- 

s  of  Chance  is  devoted 

■  xposing  the  feckless 
lormance  of  New  Jer- 

Casino  Control  Commission  and  its 
I  ling  Enforcement  Div.,  a  story  John- 
,  covered  for  nearly  four  years. 
\llhough  regulators  insist  that  the  At- 
tic City  casinos  are  the  country's 
1  St  tightly  regulated,  Johnston  offers 
(  lence  to  the  contrary.  When  enter- 
t  :('!■  Merv  Griffin  sought  to  take  over 
;  ig  Resorts  Internationa!  Inc.  from 
1  lald  Trump  in  1988,  regulators  ig- 
•  1(1  Griffin's  association  with  a  stock- 
ipulation  scheme.  Griffin  said  he 

■  unawares.    Casinos,  Johnston 


asino  companies, 
Johnston  says,  mean 
to  give  the  U.S.  'an 
incurable  case  of 
gambling  fever' 


TEMPLES 
CH/lNCE 

HowAmtrkolnc. 
BouilitOiit 
Murder  Inc. 

toWinM 
oldK 

(dsino  Busines 
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charges,  routinely  and  knowingly  wel- 
come mobsters  and  drug  dealers,  who 
use  gambling  to  launder  money,  while 
regulators  usually  look  the  other  way. 

Although  regulators  are  supposed  to 
ensure  the  "financial  stability"  of  casi- 
nos, they  regularly  make  exceptions. 
They  certified  the  Resorts  International 
deal  even  though,  as  one  commissioner 
admitted,  "we  knew  Resorts  couldn't 
make  it."  Resorts  later  filed  for  bank- 
ruptcy. Perhaps  most  egregious,  says 
Johnston,  was  a  ploy  in  1990  by  Donald 


Trump,  then  under  great 
financial  pressure,  to 
make  a  mortgage  pay- 
ment on  his  Trump  Castle 
casino.  Trump's  father 
lent  him  the  necessary 
cash  by  buying  $3  million 
worth  of  chips.  The  loan 
violated  rules  prohibiting 
anyone  without  a  license 
from  putting  money  into 
a  casino.  Yet  regulators, 
says  Johnston,  helped 
Trump  get  it  done  and  let 
him  avoid  any  penalties. 
One  Casino  Control  Com- 
mission commissioner 
who  opposed  the  plan,  W. 
David  Waters,  called  the 
episode  an  "outrage." 
Temples  of  Chance  too  often  veers 
off  the  point,  providing,  for  example, 
portraits  of  high  rollers.  The  book  would 
have  benefited  from  less  detail  on  Atlan- 
tic City  machinations  and  more  on  the 
social  impact  of  universal  gambling. 
Still,  the  basic  theme  comes  across  as 
loud  and  clear  as  the  bells  signaling  a 
slot-machine  jackpot:  For  everyone  but 
the  house,  gambling  is  a  bad  bet. 

BY  CHRIS  WELLES 
Senior  Editor  Welles  prefers  leatehirig  to 
playitig. 


Our  numbers  speak  volumes  about  The 
1  jitable's  position  for  today  and  prospects 
1  tomorrow.  What  they  say  is  very  positive 

OUR  CAPITAL  BASE  HAS 
NEARLY  DOUBLED. 

in  fact  it's  now  reached  approximately  $2.6  bil- 
1  1.  This  new  figure  reflects  the  $450  million  raised 
t  )ugh  an  initial  public  offering  of  stock  of  The  Equitable 
(  npanies  Incorporated,  completed  on  July  22,  1992. 

t  also  reflects  the  $1  billion  investment  made  by  AXA,  our 
s  yA  partner  and  one  of  Europe's  largest  insurers. 

OUR  PREMIUMS  ARE  WAY  UP. 

"or  the  first  half  of  1992,  our  new  individual  insurance 
pj  iTiiums  and  deposits  were  over  45%  higher  than  for  the 
s  le  period  last  year  —  the  result,  we  believe,  of  our  total 
C|  imitment  to  agent  professionalism  and  training. 
AND  SO  ARE  THE  ASSETS  WE  MANAGE. 

Over  the  past  year,  they've  grown  an  average  of  over  a 
•■^  on  dollars  a  month!  Assets  managed  by  The  Equitable  and 

!  THE 


its  subsidiaries  now  total  nearly  $150  billion, 
including  nearly  $100  billion  entiusted  to 
us  by  third  parties.  The  annualized  fee  base  on 
these  third-party  assets  is  now  approximately 
$400  million. 

WE'VE  GOT  GREAT 
CONFIDENCE  IN  THE  FUTURE. 

Given  the  strength  reflected  in  these  numbers,  it's  easy 
to  see  why  there's  such  confidence  at  The  Equitable.  Both 
Standard  &  Poor's  and  Duff  and  Phelps  raised  our  claims- 
paying  rating  to  A-t-.  And  we  recently  secured  a  new  $550 
million  back-up  credit  line. 

More  than  ever,  we're  sure  we  have  the  people,  resources  and 
strategies  in  place  for  successful  growth  into  the  next  century. 

To  learn  more  about  The  Equitable 's  strengths,  write  to 
Richard  H.  Jenrette,  Chairman,  or  Joseph  J.  Melone,  President, 
at  The  Equitable,  787  Seventh  Avenue,  Dept.  A,  New  York, 
New  York  10019. 

The  Equitable  Companies  Incorporated  Is  traded  an  the  NY'SE  under  the  .wnihol  EQ. 


EQUITABLE 


STRENGTH  IN  NUMBERS 
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THE  DEFICIT  ISN'T 
PUBLIC  ENEMY  NO.  1 


BY  PAUL  CRAIG  ROBERTS 


America  must  have 
tax  reform  to  boost 
savings  and 
investment.  But  the 
last  thing  it  needs 
is  a  tax  increase  to 
control  the  red  ink 


PAUL  CRAIG  ROBERTS  IS  CHAIRMAN 
OF  THE  INSTITUTE  FOR  POLITICAL 
ECONOMY  IN  WASHINGTON 


The  recent  report  of  the  l)ipartisan 
Stren>(thening  of  America  Commission, 
chaired  by  Senators  Pete  V.  Domenici 
iR-N.  M.)  and  Sam  Nunn  (D-Ga.),  concludes 
that  only  a  1)1^  dose  of  supply-side  economics 
can  restore  the  U.  S.  savings  rate.  Issued 
under  the  auspices  of  the  Centei-  for  Strategic 
&  International  Studies,  a  centrist  think  tank 
in  Washington,  the  report  calls  for  al)olishing 
the  present  tax  code  and  replacing  it  with  a 
consumi)tion-l)ased  income  tax,  which  would 
exempt  from  taxes  any  income  that  is  saved 
or  invested. 

This  supply-side  solution  to  the  tax  bias 
against  saving  was  first  proposed  in  January, 
1977,  by  William  E.  Simon  and  David  F.  Brad- 
io\\\,  respectively  the  Treasury  Secretary  and 
Deputy  Assistant  Secretary  for  tax  policy  in 
the  Ford  Administi'ation.  Then,  Blueprints  for 
Basic  T(uv  Reform  was  too  radical  for  i)olicy- 
makers.  We  can  he  thankful  that  it  has  taken 
only  15  years  for  this  sensible  idea  to  become 
part  of  centrist  thinking. 
SCANT  AWARENESS.  The  commission's  report, 
however,  is  not  without  grave  problems. 
Rather  than  presenting  a  straightforward  case 
against  the  multiple  taxation  of  investment 
income  (for  example,  the  double  taxation  of 
dividendsl,  the  report  l)acks  into  tax  reform 
through  spurious  arguments  asserting  that 
rising  debt  is  crowding  out  investment  and 
causing  productivity  to  decline.  It  is  as  if  the 
commission  were  unaware  of  the  1991  Com- 
merce Dept.  report  showing  that  growth  of 
U.  S.  manufacturing  productivity  tripled  during 
the  198()s:  When  Reagan  left  office,  such 
growth  was  on  a  par  with  Japan  and  Europe, 
and  manufacturing's  share  of  GNP  had  re- 
bounfled  to  the  level  of  output  achieved  dui'ing 
the  19ti()s. 

Defects  in  the  commission's  profluctivity  as- 
sumptions are  lirought  home  l)y  a  newly  re- 
leased study  of  international  prf)ductivity  for 
the  McKinsey  Global  Institute.  The  study  l)y 
economists  Martin  N.  Baily,  Francis  M.  Bator, 
and  Robert  M.  Solow— described  by  The  New 
York  Times  as  "all  longtime  Democrats"— con- 
cludes that  the  U.  S.  commands  a  significant 
profluctivity  lead  over  Euroi)e  and  Jai)an.  with 
(Germany  and  Japan  reaching  f)nly  80%  of  U.  S. 
manufacturing  productivity  and  with  the  U.  S. 
enjoying  an  even  .gi-eater  lead  in  service-sector 
productivity. 

In  merchandise  retailing,  for  example,  we 
are  twice  as  efficient  as  Japan,  and  our 
telecommunications  industry  is  twice  as  pro- 
ductive as  fiei'many's.  Moreover,  the  report 
finds  that  our  relative  performance  was  better 
fiuring  the  1980s  than  at  any  other  time  in  the 
])ostwar  era.  Our  competitive  advantage  is  at- 


triluited  to  vigorous  competition,  which  foi' t  , 
us  to  get  more  from  our  investments  than  d( 
our  protected  and  heavily  regulated  foreigi 
competitors.  In  short,  the  "industrial  policies 
of  our  rivals  have  burdened  their  enterprise; 
with  insulated  managements  and  work  force: 
that  have  the  characteristics  of  unproductive 
public  bureaucracies. 

LOSERS  LOBBY.  From  1985  to  1991— a  perio( 
when  [lundits  were  pulling  their  hair  out  be 
cause  of  our  alleged  lack  of  competitiveness- 
the  U.  S.  share  of  world  exports  increase' 
from  19%  to  27%.  During  the  past  five  years 
U.  S.  merchandise  exports  have  grown  40° 
faster  than  Germany's  and  75%  faster  tha 
Japan's.  As  George  Washington  University' 
Henry  R.  Nau  explains,  we  don't  know  abou 
this  because  our  successful  companies  are  bus 
in  the  world  marketplace,  while  the  losin, 
companies  are  in  Washington  complaining  t 
Congress,  think  tanks,  the  media,  and  Pres 
dential  candidates. 

The  commission's  report  also  errs  in  it 
mechanistic  assumption  that  by  solving  th 
savings  proljlem  with  what  amounts  to  an  ur 
limited  individual  retirement  account,  tax  rate 
on  consumed  income  can  be  as  progressive 
policymakers  wish  without  doing  economi 
harm— a  sop  to  the  continuation  of  excessiv 
spending.  But  consumption  is  an  incentive  t 
jiroduction.  If  it  is  to  be  ruthlessly  taxe( 
there  are  no  rewards  for  saving  and  investinj 

The  investment  rate  reflects  demographic; 
technological  change,  the  aftertax  rate  of  r< 
turn,  the  security  of  property  rights,  oppo: 
tunities  abroad,  and  the  liabilities  associate 
with  hiring  people  and  producing  a  product 
service.  If  these  factors  are  encouraging,  ii 
vestors  will  find  financing.  If  they  are  no 
high  savings  rates  will  produce  what  Keyn 
sians  call  "the  paradox  of  thrift,"  leading  to 
downward  spiral.  The  commission  does  n( 
understand  this,  and  concludes  erroneous 
that  reducing  the  deficit  through  higher  tax( 
would  boost  savings  and  investment. 

The  reri  ink  of  the  past  decade  is  the  prO' 
uct  of  unexpected  disinflation  and  federal 
guaranteed  deposits.  Whipping  inflation  ar 
standing  l>ehind  federal  guarantees  have  doi 
more  to  help  inve.stment  than  the  deficit  h; 
done  to  hurt  it.  However  large  the  public  de 
now  seems  to  the  hysterical,  it  is  small  cor 
pared  with  1946,  when  it  was  127%  of  (;np 
more  than  twice  today's  rate.  Whatever  oi 
thinks  about  the  debt,  its  mismanagement 
government  is  good  reason  not  to  give  th 
failed  institution  yet  more  control,  as  the  coi 
mission  proposes,  over  education,  health, 
dustry,  and  investment  in  the  name 
strengthening  America. 
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■"Simpson  Strong-Tie"  is  the 
world's  leading  supplier  of 
steel  timber  connectors. ..and 
we  traditionally  market  our 
products  through  a  network  of 
dealers  to  engineers,  architects 
and  contractors." 

"But  when  we  decided  to 
get  into  the  home  center  market, 
we  realized  we'd  have  to  start 
bar  coding  our  products.  That 
meant  printing  over  400  million 
labels  per  year." 

"After  hearing  a  speaker 
troni  Monarch  at  a  bar  coding 
seminar,  I  Hew  to  their  home 
office.  They  brought  all  the 
right  people  and  all  the  right 
solutions  to  the  table. ..the 
printers,  the  applicators, 
the  labels  and  a  complete 
knowledge  of  bar  coding... 
all  from  a  single  vendor." 

"We  started  working  with 
Monarch  in  March,  and  by 
September  we  had  bar  coded 
product  on  the  shelves  of 
home  centers.  It's  already  an 
important  part  of  our  business!" 

"We  couldn't  have  done  it 
without  the  help  of  Monarch. 
They  continue  to  give  us  the 
care  and  attention  we  need." 

At  Monarch  Marking  Systems, 
a  Pitney  Bowes  Company, 
customer  satisfaction  is  a 
commitment  that's  at  the  very 
fiber  of  our  business.  It  shapes 
the  attitudes  and  actions  of  our 
people.  And  it's  reflected  in  the 
quality  and  reliability  of  our 
products.  What's  more,  we 
back  it  up  with  our  Customer 
Satisfaction  Guarantee^"  For 
more  information,  call  1-HOO- 
MR  BOWES  ext.  4501. 


"Monarch  solved  our  bar  coding 
problems. ..we  couldn't  have 
entered  the  home  ^ 
center  market  _...^omBo^ 
without  them." 


Steve  Eberhard 
M.I.S.  Director 

Simpson  Strong-Tie*  Company,  Inc. 
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Building  inexpensive  computers  isn't  exactly 
earth-shattering  news.  Building  inexpensive 
computers  that  still  deliver  IBM  quality  is.  Yet,  that's 
precisely  what  PS/ValuePoint™  does. 


Introducing 


PSA^aluePoint 


\1o,l<-l  :i25T 

m>  six:    25  MHz  .Srstem 
2MB  R  IM,  BOMB  HD 
.'^  AT  Slots/5  Bays 
IBM  Euhnnrcd  Kevhonrd/ 

Mous,'/Sl  GA 
DOS  5.0  l'r,'-insi(ill('(l 
l'S/2'v  8511  Color  l)isf,laY-l  'GA 


$1,299' 


PS/ValuePoint  is  a  whole  family  of  computers 
that  lets  you  spend  less,  without  settling  for  less.  Lets 
you  economize,  without  compromise. 

Each  PSA'aluePoint  is  engineered  to  the  IBM 
standards  that  have  defined  the  personal  com- 
puter industry.  And  rigorously  tested  to  meet  IBM's 
stringent  demands  for  quality  and  reliability. 

The  PSA^aluePoint  family  is  fully  networkable, 
and  Novell®- certified  for  use  with  Ethernet  or 
Token-Ring  LANs.  So  the  PS/ValuePoint  not  only 
keeps  your  costs  down,  it  protects  the  investments 
you've  already  made. 

IBM  also  provides  expandability  for 
base  produc  ts  by  offering  new  IBM  hard 
drives,  diskette  drives  and  memory 
upgrades. 

'IBM  prices,  dealer  prices  may  vary  "Next-business-day  response  when  serviced  by  IBM 
or  IBM  Authorized  Personal  Systems  Servicers  Available  Monday-Friday  8am  to  5  p  m 
in  your  time  zone  Warranty  and  30-day  guarantee  information  available  from  IBM  or  IBM 
authorized  dealers  "In  Canada,  call  1  800  465  7999  IBM,  OS/2  and  PS/2  are  registered 
trademarks  and  PS/ValuePoint.  SLC,  HeipWare  and  HelpCenter  are  trademarks  of 
International  Business  Machines  Corporation  Novell  is  a  registered  trademark  of  the  Novell 
Corporation  The  Intel  Inside  logo  is  a  trademark  of  Intel  Corporation,  ©  1992  IBM  Corp, 


^Models  425  S\  and  433  DX  are  shown  with  the  FS/ValuePoint  6314 


Computers  that  do  p 

for  practi 


And  ovory  FS/ValuePoint  includes  one  other 
very  important  point— Helpware,™  IBM  s  unparalleled 
service  and  support  that  oilers  one-year,  on-site,  next- 
business-day  service.**  Around-the-clock  assistance 
hy  telephone,  bulletin  board  or  automated  fax.  A 
30-day  money-back  guarantee.**  Licensed  Educa- 
tion Centers.  And  a  generous  trade-in  program.  Plus, 
IBM  Credit  Corporation  has  flexible  leasing  and 
financing  packages  to  meet  your  needs. 

rhat  s  a  support  package  you  might  not  expect 
even  on  the  most  expensive  computers.  On  the 
PS/ValuePoint  it  s  nothing  short  of  phenomenal.  As 
you  can  see,  we've  stripped  down  the  price — but 
not  the  product. 


Model  433  DX'^ 
486  D\  33  MHz  SYslem 
8MB  HA  M.  120MB  HI) 
I  p^radable  Processor 
5  AT  Slot s/5  Bays 
IBM  Enhanced  Keyboard/ 

Mouse/Sl  GA 
OS/2  2.0  Pre-installed 
rS/laluePoini  6.312 
Color  Display 


$1,999' 


Power.  Quality.  Service.  Support.  The 
PS/ValuePoint  is  everything  you  could  ask  for  in  a 
computer  at  much  less  than  you'd  expect  us  to  ask. 

For  more  information  or  an  I BM  authorized 
dealer  near  you,  call  our  Personal  Systems 
HelpCenter~at  1  800  772-2227.^+ 

Model  425  SA . 

W6  .SA  2.5  MHz  System .  8MB  RAM.  80MB  HD 
I  pgradable  Processor,  5  ATSIols/5  Bays 
IBM  Enhanced  Keyboard/ 

Mouse/Sl  GA 
OS/2®  2.0  Pre-tnslalled 

PS/V(duePo,nt  6312  — —  


Color  Display 

$1,629' 
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conomic  Trends 


BY  GENE  KORETZ 


JUST  HOW  WEUOME  IS 
THE  JOB  MARKET 
TO  COLLEGE  GRADS? 


Anyone  familiar  with  the  rising  gap 
lietween  the  earnings  of  high  school 
graduates  and  college  grads  needs  little 
convincing  of  the  value  of  a  college  edu- 
cation. From  1979  to  1990,  the  earnings 
premium  for  full-time  workers  with  col- 
lege degi"ees  over  theii'  high  school  coun- 
ter-parts widened  markedly,  from  about 
86%  to  62%. 

The  most  common  interpretation  of 
this  trend  is  that  demand  for  college 
gi-ads  rose  extremely  rapidly  during  the 
198()s,  outpacing  supply  and  forcing  em- 
ployers to  bid  up  their  wages.  But  two 
recent  studies  by  Labor  Dept.  econo- 
mists Daniel  E.  Hecker  and  Kristina  J. 
Shelley  underscore  a  trend  that  calls 


MORE  UNDEREMPLOYMENT 
FOR  COLLEGE  GRADS 
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COLLEGE  GRADUATES  IN 
JOBS  THAT  DON'T 
REQUIRE  A  DEGREE 


PROJECTED 
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this  conclusion  into  question:  the  con- 
tinuing rise  in  the  percentage  of  college 
grads  employed  in  jobs  that  don't  nor- 
mally require  a  college  degi'ee. 

In  the  1970s,  the  reason  for  that  ti'end 
was  clear.  In  that  decade,  the  baby 
boomers  poured  into  the  labor  force, 
vastly  increasing  the  supijly  of  college 
graduates  relative  to  demand  and  sharp- 
ly reducing  the  gap  between  the  eai-n- 
ings  of  college  and  high  school  gi'adu- 
ates.  At  the  same  time,  the  percent  of 
college  grads  employed  in  occupations 
not  recjuiring  a  college  degree— retail 
sales,  farm  work,  clerical,  assembly-line 
jol)S,  mechanics,  and  many  services- 
rose  from  al)Out  11%  to  18%. 

In  the  1980s,  however,  a  dramatic 
widening  of  the  gap  between  the  earn- 
ings of  college  and  high  .school  gi'aduates 
suggested  that  technological  change  in 
the  marketjilace  had  vastly  increased 


the  demand  foi'  college-educated  work- 
ers. Yet  Hecker  s  analysis  and  other  re- 
search studies  indicate  that  the  percent 
of  "educationally  underutilized"  college 
grads  continued  to  rise  (chart)  and  that 
many  I'ecent  college  gTaduates  are  work- 
ing in  noncollege-level  jobs  that  pay  less 
than  positions  requiring  more  schooling. 

Hecker  concludes  that  while  skill  lev- 
els in  the  workplace  rose  during  the 
past  decade,  the  supply  of  college  grads 
rose  even  faster.  The  main  reason  for 
the  rising  wage  differential  for  college 
graduates,  he  notes,  was  not  a  bidding 
war  for  their  services  but  a  decline  in 
the  real  wages  of  less-educated  work- 
ers, as  structural  change  eliminated 
many  high-paying  industrial  jobs.  In- 
deed, Lawrence  Mishel  of  the  Economic 
Policy  Institute  notes  that  the  real 
wages  of  college-educated  workers  ac- 
tually rose  less  than  2%  from  1979  to 
1989  and  have  declined  since  then. 

The  outlook  for  the  next  dozen  years 
seems  even  more  prol^lematic.  Although 
the  percent  of  new  jobs  requiring  a  col- 
lege degi-ee  will  continue  to  I'ise,  Laboi''s 
Shelley  calculates  that  the  supply  of  new 
workers  with  a  college  degree  will  also 
continue  to  exceed  demand.  If  current 
job  and  educational  trends  continue,  she 
estimates  that  30%  of  college  graduates 
entering  the  work  force  from  1990  to 
2005  will  work  in  jobs  that  don't  require 
a  college  degree— a  ti-end  that  could 
boost  the  percent  of  "underemployed" 
college  grads  to  one  out  of  four. 

In  short,  jol)  trends  in  the  past  decade 
suggest  that  investing  in  human  capital 
and  increasing  the  supply  of  college 
graduates  does  not  automatically  trans- 
late into  rising  living  standards  for  those 
earning  college  degrees.  Corporations 
and  govei'nment  policy  makers  will  also 
need  to  stress  the  kind  of  capita!  in- 
vestment that  creates  jobs  that  can  fully 
utilize  the  skills  of  a  more  highly  educat- 
ed woi'k  force. 


FOR  SMALL-BUSIHESS 
OWHERS,  THE  WORRY 
WOH'TGOAWAY... 


With  lai'ge  corpor'ations  continuing 
to  jiare  their  work  forces,  hoi)es 
for  a  pickup  in  employment  clearly  rest 
with  small  lousinesses,  which  accounted 
for  roughly  half  the  new  jobs  created 
in  recent  decades.  But  such  prospects 
look  increasingly  slim  if  the  latest  annu- 
al sui'vey  of  small  business  owners  by 
D&B  Repot  ts,  a  magazine  published  l)y 
Dun  &  Bradstreet  Corp.,  is  any  indica- 
tion. The  survey  reveals  that  small-busi- 
ness executives  are  more  downbeat 
about  the  economy  than  anvtime  since 


the  1982  recession.  "Small-business  own 
ers,"  says  D&B  Reports  editor  Patricia 
W.  Hamilton,  "are  about  as  scared 
I've  ever  seen  them,  and  a  lot  of  them 
just  won't  believe  any  evidence  that 
thev  should  feel  otherwise." 


...AHD  COHSUMERSSAY 
THEY'RE  RIGHT  TO  BE 
COHCERHED 


Small  businesspeople  aren't  the  only 
people  in  an  anxious  mood.  The  Con- 
ference Board  reports  that  its  consu 
mer-confidence  index  in  October  hit  its 
lowest  level  in  eight  months.  Less  than 
10%  of  consumers  feel  business  condi 
tions  are  good,  while  45%  say  they  ar^ 
bad.  Some  43%  of  respondents  to  it 
monthly  survey  say  they  put  off  a  major 
purchase  in  the  past  six  months  because 
of  economic  uncertainties.  And  nearl 
25%  report  that  someone  in  their  house 
hold  was  unemployed  during  the  past 
year,  with  the  average  unemployment 
spell  lasting  for  about  six  months. 


SUDDEHLY,  SOME 
PEHSIOH  FUHDS  APPEAR 
A  MITE  SHORT 


It  wasn't  too  long  ago  that  the  nation"; 
private  pension  system  was  the  pic 
ture  of  financial  health.  Although  somt 
troubled  companies  had  sizable  unfundec 
pension  liabilities,  the  huge  stock  marke 
runup  in  the  1980s  left  most  defined 
benefit  plans  with  money  to  spare.  In 
deed,  according  to  Buck  Consultants  Inc 
in  1987  the  pension  fund  assets  of  majo 
corporations  equaled  170%  of  their  accu 
mulated  pension  obligations,  and  93%  o 
such  plans  wei'e  fully  funded. 

Now,  however,  the  recessionary  cl 
mate  of  recent  years  is  beginning  t 
take  a  toll  on  the  system.  Although  mos 
companies'  pension  plans  continue  to 
well-funded,  Buck  estimates  that  las 
year  the  ratio  of  assets  to  liabilities  i 
pension  plans  of  major  corporation 
dropped  to  129%.  and  the  percent 
fully  funded  plans  declined  to  79%. 

Why  the  decrease  in  the  percent 
companies  that  are  adequately  coverin 
their  pension  obligations?  The  bigge; 
I'eason,  says  a  Buck  spokesman,  is  th 
decline  in  market  interest  rates,  whic 
has  sharply  raised  the  present  discoun 
ed  value  of  future  pension  obligations.  I 
other  words,  corporations  with  pensio 
plans,  like  other  debtors,  are  findin 
that  they  can  no  longer  count  on  infk 
tion  to  lessen  the  burden  of  meetinl] 
their  future  liabilities. 
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When  the  first  color  television  came  out,  black 
and  white  was  history.  This  is  another  red  letter  day 
m  the  march  of  technology. 

With  the  new  Satellite  T1850C,  our  engineers 
have  developed,  quite  simply,  the  best  color  ST>J 
screen  available  on  any  notebook.  Period.  Yet  the 
way  its  priced,  wc  believe,  represents  an  even  more 
significant  achievement. 

Becau^  the  T1850C  gives  you  Toshiba's 
renowned  technology  and  superior  performance 
in  a  color  notebook,  for  what  youd  expect  to  pay 
for  an  ordinary  monochrome  notebook. 

To  start  with,  we've  made  the  screen  a  full  inch 
larger  than  many  other  color  notebooks  (9.5  vs.  8.5). 
Flip  on  the  power  and  that  incredible  brightness 
you  see  is  the  result  of  two  new  CCFL  tubes  that 
provide  the  light  source.  In  addition  to  increased 
brightness,  these  rubes  also  give  you  even  lighting 
across  the  screen,  to  effectively  eliminate  dark  spots. 

We've  also  utilized  an  improved  color  filter  for 
eye-popping  richness  and  purity  of  color  And  with 
a  contrast  ratio  of  10:1,  colors  have  never  been 
more  distinct. 

Of  course,  like  other  notebooks  in  our  Satellite 
series,  the  T1850C  comes  with  a  rapid  fire  25MHz 
386SX  micilprocessor,  4MB  of  RAM  that  can  be 
expanded  tAl2MB  and  your  choice  of  an  80MB 
or  120MB  hard  drive. 

But  for  a  true  picture  of  just  how  great  the 
cofor  on  the  T1850C  is,  we  invite  you  to  place  it 
side  by  side  with  other  color  notebooks.  A  demon- 
stration that  should  convince  you  not  only  are 
ordinary  monochromes  on  the  way  out,  but  a 
number  of  ordinary  color  notebooks  as  well. 

In  Touch  With  Timorrow. 

TOSHIBA 

1-800-457-7777 
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YOU'RE  FLYING  TO 
Cleveland,  Dallas,  Los 
Angeles,  and  Kansas  City 
on  a  nine-day  odyssey  that 
could  bring  in  enough 
new  business  to  make 
recession  a  foreign  term. 
But  there's  a  presentation 
to  finish,  two  reports  to 
review,  and  if  any  of  those 
prospective  clients  ask  for 
a  modified  proposal  you'll 
be  too  far  from  home  to  zip 
off  for  a  few  hours  of  recal- 
culations. 

Computer  manufactur- 
ers were  thinking  about 
you  when  they  developed 
the  first  notebook  PC. 
"About  70%  of  our  sales  are 
to  people  who  are  buying 
them  as  their  sole  PC," 
says  Mike  Wagner,  direc- 
tor of  marketing  for  Beaver 
Computer  Corporation,  a 
San  Jose,  CA-based  manu- 
facturer of  notebook  PCs. 
"That's  especially  true  for 
small  businessmen.  They 
tend  to  be  a  lot  more 
mobile  than  corporate 
executives." 

The  best  notebook  com- 
puters, either  IBM-  or 
Apple-compalible,  offer 
just  about  all  the  comput- 
ing power  of  equivalent 
desktop  PCs.  A  variety  of 
manufacturers  sell  both 
3M6-  and  even  486-based 
notebooks.  And  there  are 


Laptop  or 
Desktop  -Where 
Do  You  Work 


Some  so-called  "sub-notebooks"  weigh  in 
under  four  pounds — and  will  slip  easily  into  an 
attache  case  without  evicting  all  those  other 
necessities  of  business  travel. 


85  megabyte  hard  disk, 
four  megabytes  of  RAM, 
expandable  to  eight  mega- 
bytes, and  a  built-in  fax/ 
data  modem.  Including 
pre-loaded  MS-DOS  5.0, 
Windows  3.0  and  commu- 
nications software,  the 
model  SL007  has  a  sug- 
gested list  price  of  $5,995. 

Among  some  of  the 
other  more  respected 
IBM-compatible  notebook 
makers  with  similar  mod- 
els are  Compaq,  Toshiba, 
Zenith,  and  NEC.  Apple 
continues  to  hold  a  mono- 
poly on  Macintosh-com- 
patible notebooks. 

There's  more  to  com- 
puting than  raw  byte 
crunching,  though,  and 
most  notebooks  fall  short 
of  desktops  in  at  least 
three  areas — keyboard, 
price,  and  display. 

Price  is  the  most  imme- 
diate hurdle.  Portability 
still  comes  at  a  price  pre- 
mium that  can  range  any- 
where from  $500  or  $600 
to  well  over  $1,000  com- 
pared to  an  equivalent 
desktop  model. 

Even  the  best  note- 
books have  keyboards 
smaller  than  the  full-sized 
versions  supplied  with 
desktop  models.  ITiat  is  a 
tradeoff  for  compactness. 

Displays  on  notebooks, 


plenty  of  notebooks  with 
enough  random  access  memory  and  hard  disk 
capacity  to  run  all  of  the  more  popular  applica- 
tions, including  such  memory  and  disk  space  gluttons 
as  Windows  3.1  and  new  Windows-based  applications 

All  of  that  comes  in  packages  that  typically  weigh  just 
over  six  pounds — some  so-called  "sub-notebooks"  weigh 
in  under  four  pounds — and  will  slip  easily  into  an 
attache  case  without  evicting  all  those  other  necessities 
of  business  travel. 

BCC  for  example,  sells  a  386-based  notebook  with  an 


typically  back-lit  LCD 
screens,  have  improved  remarkably  over  the 
past  few  years.  But  they  are  still  smaller  than  the 
displays  available  for  desktop  PC,  and  they  often 
lack  the  speed  and  clarity  of  the  best  desktop  monitors. 
A  few  notebook  makers,  Compaq  and  Toshiba  among 
them,  have  engineered  one  logical  solution  for  notebook 
users  who  want  a  desktop  machine  as  well:  docking  units 
that  contain  expansion  slots,  a  CRT  display  and  a  full-size 
keyboard.  The  notebook  PC  slips  into  the  docking  unit  to 
become  a  full-featured  desktop  PC. 


^^It'S  your  job  not  to  screw 
this  up  or  make  any  mistakes  or 
drop  the  ball  or  blow  the  game. 
Get  it  there  faster  and  quicker  and 
more  reliably  and  more  efficiently. 
Do  it  right,  first-rate,  top-notch, 
without  a  hitch  and  absolutely 
flawlessly.  Botch  this  one  and  you 
are  out  of  here,  history,  finished, 
terminated,  toast,  lunch,  gonzo, 
dead,  liaput.  And  one  more  thing. 

Do  it  tor  LESS  MONEY 

than  youVe  done  it  before!'' 


\Vlien  the  pressure  is  on  to  do  it  right.  And  do  it 
for  less.  Do  it  with  FedEx  Standard  ( )\  eniight  ' 
Service.      the  reliability  of  Federal  Express,  hut 
for  less  money,  beeause  your  paekage  arrives 
bv  3  PM  the  next  day*  As  alwa\-s  \  ou  get  the  best 


package  tracking  system  in  the  business,  a  money- 
back  guarantee  and  on-call  pickup  at  no  extra 
charge,  ('all  us  at  S()()-23S-5,\S5.  It's  eveiything 
you  like  about  our        iVM  FedEx  Priority 
( )\'ernight  '  Sen  ice.  Just  a  little  later  in  the  day. 


Our  Most  Important  Package  Is  Yours: 


*ll>:,1(l       iiml  .■(:()()  I'M  ilcliviTv  in  A.\  nrc.is.  I  loiisiilt  our  Service  Oiiiilc  Inr  liuliiils  Miicl  rc^trictii)ils  of  (iiir  nioncy-Kiuk  liu.irantcc. 
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To  run  an  entire  library  of  s 


Ask  for  PCs  with  the 
Intel  Inside  symbol. 

When  you  see  the  hitel  Inside 
sticker  on  the  outside  of  a  PC,  you 
know  there's  an  Intel  32-bit  microprocessor 


inside.  What  you  may  not  know  is  that 
Microsoft,  Borland,  Lotus,  Novell,  plus  thousancj 
of  other  software  developers  write  and  test 
their  applications  on  that  same  vital  ingiedien| 
a  genuine  Intel  CPU. 

At  Intel  we  subject  all  our  microprocessor 


Intel  Corporjiion  inicUSf)  is  j  imJcinark.  ;ind  Ink-I  Inside  and  ihe  Intel  Inside  Inyn  are  registered  trademarks  of  Intel  Corporation 


vare,  look  for  this  symbol. 


)  extensive  testing.  For  example,  each  your  next  PC.  It's  your  libraiy  caid  to  the 

itel486™  CPU  actually  goes  through  over  10  worlds  most  popular  softwaie  applications. 
;iillion  tests.  This  assures  you  that  it  func-  For  more  infonnation,  call  1-800-228-4549. 

ons  identically  to  the  one  your  software 
'as  tested  on. 

i    So  look  for  the  Intel  Inside  symbol  on 
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Recent  price  reductions  have  made  high-quality  laser 
printers  available  to  a  much  wider  audience. 


One  recent  example  of  laptops  designed  to  be  used  as 
both  portable  and  desktop  machines  comes  from 
Toshiba.  The  new  Toshiba  Satellite  series  laptops  come 
with  ports  to  connect  a  VGA  monitor  and  either  a  17-key- 
pad  or  101-key  enhanced  keyboard  in  addition  to  ports 
for  parallel  and  serial  devices,  a  PS/2  mouse,  and  expan- 
sion slots  for  a  modem  and  additional  memory. 

The  new  line  also  illustrates  the  continuing  decline 
in  laptop  pricing.  The  T1800— with  a  20MHz  386SX  CPU, 
a  60  MB  hard  drive.  2MB  RAM  and  both  DOS  5.0  and 
Windows  3.1  preloaded  has  a  suggested  retail  price 
of  $1,799.  An  enhanced  ver- 
sion, the  T18,50,  with  an 
80MB  hard  drive  and  4MB 
RAM,  lists  for  $2,199.  And  a 
color  LCD  display  version, 
the  T1850C,  lists  for  $3,299. 

The  more  sophisticated 
notebooks,  those  based  on 
386  and  486  processors, 
with  large  hard  drives  and 
built-in  modems,  often  have 
shocking  news  for  first-time  users  on  the  road:  limited 
battery  life  that  can  cut  their  usage  down  to  two  to  three 
hours  between  charges. 

One  solution  is  to  keep  an  extra  battery  in  the  brief- 
case, but  there's  good  news  for  anyone  who  will  buy  later 
this  year,  and  even  better  news  for  those  who  will  enter 
the  market  next  year:  a  new  generation  of  notebooks 
based  on  new  architecture  and  processors  much  more 
adept  at  conserving  power. 

First  up  are  both  386SL  and  486SL  chips  from  Intel 
and  other  chip  makers.  The  chips  were  designed  specifi- 


cally for  notebooks  and  draw  less  power  than  standard 
386  and  486  chips.  • 

But  even  more  important  is  the  new  3.3  volt  architec- 
ture that  will  begin  appearing  in  notebook  PCs  next  year. 

"You're  looking  at  a  60%  reduction  in  battery  use," 
says  Intel  Senior  Vice  President  David  House.  'That's 
going  to  give  you  a  two-and-a-half  times  increase  in 
battery  life." 

House  says  that  a  carefully  configured  386SL  note- 
book with  3.3  volt  architecture  should  operate  between 
seven  and  eight  hours  between  charges — more  than 
enough  time  to  finish  a  report  while  flying  from  New 
York  to  Ix)s  Angeles. 

Knowing  what  to  buy  is  only  half  the  battle.  Figur- 
ing out  where  to  buy — and  how  to  keep  it  running — is 
the  other. 

At  least  a  few  brands  that  began  as  no-name  mail- 
order lines  have  matured  into  mainstream  sources  of 
even  the  latest  technology.  Dell,  Gateway  2000,  and 
Northgate,  to  name  a  few,  have  all  grown  into  respected 
direct  mail  PC  vendors,  often  with  extensive  service  and 
support  included  in  the  purchase  price. 

For  those  who  want  to  see,  touch  and  poke  before 
buying,  the  choice  is  essentially  between  warehouse 
style  retailers  that  sell  boxes  and  more  specialized 
dealers  that  provide  more  hand-holding,  training,  and 
education.  All  of  that  typically  comes  at  the  cost  of  a 
higher  sticker  price  on  the  computer.  Still,  someone 
who  isn't  quite  sure  what  to  buy — including  the  right 
combination  of  hardware  and  software  to  best  do  the 

job — will  probably  appre- 
ciate the  higher-priced 
expertise  of  a  full-service 
computer  retailer. 

The  oft-repeated  caveat 
of  personal  computer 
experts  remain:  "when,  not 
if"  your  computer  goes 
clink  in  the  night.  Service 
and  support  remain  hit  and 
miss  propositions,  depend- 
ing on  your  needs  and  the  vendor,  but  there  are  ways  to 
ease  the  pain  of  an  1 1th  hour  breakdovm. 

NEC  Technologies,  for  example,  recently  announced 
a  limited  one-year  free  on-site  service  warranty  for  its 
PowerMate,  Image,  and  C  series  desktop  PCs  purchased 
after  June  1,  1992.  Other  vendors,  such  as  IBM's  PS/1 
division  and  BCC,  depend  on  overnight  replacement  via 
Federal  Express  or  some  other  overnight  carrier. 

Many  computer  specialty  stores,  independent  service 
companies,  and  larger  chains  offer  service  programs  that 
take  over  where  manufacturer  warranties  end.  And  if  the 


Knowing  what  to  buy  is 
only  half  the  battle.  Figuring  out 
where  to  buy — and  how  to  keep  it 


2  running — is  the  other. 
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problem  at  hand  hasn't  drained  the  life  out  of  your  com- 
puter, you  can  always  ask  for  advice  at  the  electronic 
computer  forums  sponsored  on  CompuServe  and  other 
major  computer  on-line  electronic  bulletin  boards. 

POWER  PRINTERS  FOR  POWER  OF  THE  PRESS 

Most  small  businesses  have  two — not  always  mutual — 
goals  in  mind  when  they  convert  documents  into  hard 
copy:  Get  it  out  fast  and  make  it  look  good.  In  many 
ways,  that  mirrors  the  capabilities  of  computer  printers. 

Price  reductions  over  the  past  few  years  have  made 
high-quality  laser  printers  available  to  a  much  wider  audi- 
ence. According  to  Datapro,  the  market  research  firm 
owned  by  McGraw-Hill  Inc.,  laser  printer  sales  grew 
from  5%  of  the  PC  printer  market  in  1986  to  27%  by  1989, 
and  are  increasingly  displacing  other  printer  technolo- 
gies, such  as  dot  matrix  and  ink  jet. 

"Non-impact  sales  are  increasing  at  a  very  rapid  pace," 
I  agrees  Dennis  Flannigan,  president  of  Okidata,  a  Mount 
Laurel,  NJ-based  printer  manufacturer.  Plannigan  notes 
that  several  printer  manufacturers  have  stopped  making 


dot  matrix  models  and  he  suggests  that  impact  printers  will 
maintain  a  small  segment  of  the  market  in  coming  years. 

Virtually  the  only  customers  for  dot  matrix,  he  and 
other  printer  experts  say,  are  people  who  need  to  print 
multiple  sheet  forms,  where  impact  printing  is  a  necessi- 
ty. But  the  combination  of  letter-quality  printing  at  a  rela- 
tively low  cost  has  brought  laser — and  its  technological 
cousin,  LED — printing  into  the  mainstream. 

LED  printers  use  a  light  emitting  diode  in  place  of  a 
laser  to  transfer  characters  and  other  images  onto  plain 
paper.  In  addition  to  Okidata,  NEC,  Toshiba,  and 
Panasonic  all  use  LED  technology  in  some  models. 

At  the  low  end,  laser  and  LED  printers  sell  for  just 
under  $600  to  perhaps  $650.  That  compares  to  anywhere 
from  $250  to  $350  for  a  basic  24-pin  dot  matrix  capable  of 
near  letter-quality  printing. 

There  is  still  a  middle  ground,  both  technologically 
and  financially,  held  by  ink  jet  and  bubblejet  printers. 
Both  approaches  offer  near-laser-quality  printing  at  price 
points  $200  or  more  below  the  price  of  low-end  laser  and 
LED  printers. 


I 


I 


told  my  boss  that 
LaserMaster's  host-based 
architecture  would 
revolutionize  the  way 
we  print  from  windows, 
i  told  her  that  it  would  let  us 
print  faster  and  with  higher 

RESOLUTION.  ThEN  I  TOLD  HER  THE 

PRICE.  That's  when  she  signed 

MY  purchase  order. 


LaserMaster' sWinPrint  Products: 
Making  It  Faster.  Making  It  Better. 

©1992  LaserMaster  Corp  These  products  incorporate 
Truelmage  v  1  software  with  proprietary  LaserMaster 
enhancements  for  performance  and  resolution 
All  product  or  brand  names  are  trademarks  of  their 
respective  holders 


f LM  j  LaserMaster 

I  t  J     WINPRINT  PRODUCTS  DIVISION 


6900  SHADY  OAK  ROAD.  EDEN  PRAIRIE.  MN  55344 

1-800-365-4646 

or  1-612-944-9330 
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Smith  Corona,  for  example,  recently  announced  its 
first  ink  jet  printer,  the  Coronajet  200j,  rated  at  300  DPI 
print  quality.  The  200j,  according  to  a  Smith  Corona 
spokesman,  is  expected  to  sell  for  approximately  $350  at 
retail.  In  addition,  Hewlett-Packard,  Canon,  and  Epson 
market  ink  jet  or  bubble  jet  printers,  with  HP  the  clear 
leader  in  terms  of  sales,  according  to  Datapro. 

Even  more  than  price,  print  quality  has  become  the 
weapon  of  choice  as  manufacturers  battle  for  market 
share.  And  the  good  news  is  that  personal  computer 
printers  are  getting  much  better — to  the  point  where 
some  are  beginning  to  approach  the  quality  of  profes- 
sional typesetting. 

"We're  offering  plain  paper  typesetting,"  asserts  Larry 
Lukis,  chief  technical  officer  for  LaserMaster,  an  Eden 
Prairie,  MN-based  manufacturer  of  laser  printers  and 
printer  upgrade  products.  "Our  target  customer  is  a  seri- 
ous desktop  publishing  user,  someone  that  typically  would 
take  a  project  to  a  service  bureau  and  have  it  typeset." 

At  least  for  now,  there  is 
a  substantial  price  premium 
for  that  performance.  The 
company's  first  Unity  series 
laser  printer  is  priced  at 
$6,995.  For  that,  users  get 
print  resolution  rated  at 
LOOO  DPI,  more  than  three 
times  the  resolution  of  a  typ- 
ical laser  printer. 

"It  really  comes  down  to 
which  applications  are 
there  where  1,000  DPI  is 
good  enough,"  says  Lukis.  "You  don't  need  magazine- 
quality  typesetting  for  some  documents,  especially  when 
you  can  trade  it  off  against  faster  turnaround  time." 

He  cites  in  particular  projects  involving  sales  and  train- 
ing brochures,  manuals,  and  flyers.  "There  have  been 
dozens  of  books  published  from  plain  paper  masters." 

High-quality  printers,  though,  are  typically  slower 
than  dot  matrix  models.  And  too  often  they  require 
memory  upgrades  and  other  enhancements  to  keep  up 
with  the  constant  innovations  in  desktop  publishing  and 
other  sophisticated  prinl-based  applications.  t;ven  there, 
laser  and  LED  printers  are  limited  by  the  central  pro- 
cessing unit  built  into  the  printer. 

One  emerging  answer  to  that  dilemma  is  "host- 
based"  printing,  where  the  PC's  central  processing  unit 
controls  the  printer  as  well.  The  printer  becomes  the 
equivalent  of  a  dumb  terminal. 

Anyone  who  upgrades  to  a  48(>based  PC  hooked  up 
to  a  host-based  printer  will  gain  faster  printing  because  a 
486  processor  is  faster  than  the  68000  processors  nor- 


mally found  in  laser  and  LRED  printers.  And  as  users 
upgrade  to  future  generations  of  PCs  their  printer  per- 
formance will  improve  commensurably. 

Font  upgrades  are  also  easier,  and  less  expensive, 
with  host-based  printers.  And  the  printers  themselves 
are  less  expensive  because  they  don't  need  separate  pro- 
cessing power  and  memory. 

"We'd  like  to  print  a  page  as  fast  as  you  can  print  a 
screen,"  says  Okidata's  Flannigan.  'That's  where  we're 
headed."  Okidata  expects  to  begin  selling  its  first  host- 
based  printers  towards  the  end  of  1993. 

GETTING  PERSONAL,  IN  DUPLICATE 

The  fervent  dreams  of  electronics  manufacturers  aside, 
the  world  has  not  yet  placed  a  personal  copier  in  every 
home  and  on  eveiy  desk. 

"It's  been  a  nice  steady  business  for  the  last  few 
years,"  says  Paul  Allan,  head  of  Sharp  PTectronics' 
Personal  Home  Office  Electronics  division.  In  other 

words,  small  businessmen, 
people  who  work  at  home 
and  other  potential  cus- 
tomers view  a  personal  copi-  I 
er  as  a  nice  convenience, 
but  not  yet  a  necessity.  But 
that  may  soon  change. 

Price  reductions,  equip- 
ment downsizing  and  fea- 
ture enhancements  have  all 
helped    make  personal 
copiers  that  much  more 
attractive.  And  any  busi- 
nessman that  has  walked  past  a  line  of  employees  wait- 
ing to  use  the  single,  heavy-duty  office  copier  knows  the  i 
value  of  technological  decentralization.  1 
Personal  copiers  have  their  limitations — they  don't  as  a  f 
lule  collate  large  documents,  they're  slower  than  large 
offlce  models  and  they  don't  reproduce  four-color  originals. 

But  at  a  starting  price  of  about  $500,  personal  copiers  ea 
will  produce  clear  monochrome  copies,  usually  one  sheet  tic 
at  a  time.  F'or  a  few  hundred  dollars  more,  they'll  enlarge  ^ 
and  reduce  images,  make  multiple  copies  and  perhaps 
incorporate  an  automatic  paper  feeder.  ^ 

Among  the  major  personal  copier  manufacturers  are 
Canon — with  more  than  half  the  market — Sharp,  Mita, 
Sanyo  and  Xerox.  All  use  replaceable  toner  cartridges —  Fe 
the  technological  development  that  almost  singlehandedly 
created  the  personal  copier.  Canon  and  Mita  go  one  step  fj 
further  by  including  the  toner,  development  unit,  and  jfj 
drum  in  a  single  cartridge.  Fii 

The  more  compact  models  are  small  enough  to  travel 
without  too  much  strain.  Canon's  best  selling  PC-1,  for 


And  the  good  news  is  that  personal 
computer  printers  are  getting  much 
better — to  the  point  where  some  are 
beginning  to  approach  the  quality  of 
professional  typesetting. 


Four  reasons  to  buy  aTI  microLaser "  printer. 


Now  there's  a  way  for  you  to  put  the 
power  of  Microsoft*  Windows™  on 
paper  —  microLaser  fix)m  Texas 
Instruments. 

Designed  to  be  Windows<x)mpatihle, 
there's  a  microLaser  just  right  for  your 
needs,  whether  you  need  a  personal  or 
shared  printer.  Here's  why:  y^pi 
1.  Compatibility  With  HP  I  jiiVo 
LaserJet®  emulation  and 
Adobe®  PostScript*  software,  microLaser 
easily  supports  your  demanding  applica- 
tions. And  with  our  Microsoft  Windows 
driver,  set  it  and  forget  it  with  all  Windows 
applications. 

Not  orJy  does  PostScript  give  you  scalable 
outline  fonts  and  graphics,  it  also  means 
that  your  microLaser  works  in  computing 


environments  like  Windows,  EX3S®, 
Apple®  Macintosh®,  OS/2*  and  UNIX*, 

2.  Performance  postscript- 
When  it  comes  to  S"""'™ 
printing  hi^-quaUty  documents  fast, 
microLaser  really  makes  you  look  good. 
At  either  nine  or  16  pages-per-minute, 
microLaser  printers  speed  you  through 
documents  in  a  hurry.  Plus  PostScript 
means  what  you  see  on  your  screen  is 
what  you  get  on  paper.  You  can  even  tur- 
bocharge  your  microLaser  with  a  RISC 
processor  for  blazing  fast  graphics. 

3.  Reliability  When  you  buy  a 
printer,  you  want  it  to  jprint  And 
print  And  print  That  s  just  w^iat 
die  microLaser  does 


example.  With  its  high  duty  cycle  of 
10,000  pages-per-month*  ana  a  standard 
one^ear  limited  warranty*  *,  you  can  rely 
on  your  microLaser  to  work  the  first  time, 
every  time,  for  years. 

4.  Value  Starting  as  low  as  $999t,  there's 
a  microLaser  designed  to  fit  any  imijl 
budget  From  the  single  user  all 
the  way  up  to  a  network  Con-  H^B 
sider  this,  too:  microLaser's  average  cost 
per  page  is  only  1.9  oentst, while  some 
laser  printers  average  around  3.3  cents. 
The  microLaser  not  only  makes  sense,  it 
saves  you  money.  Coo. 

For  details  on  the  right  microLaser  for 
you  and  the  name  of  the  nearest  dealer,  call 


Take  our  persor^  microLaser  Plus  for  1'800''527''3500. 


The  microLaser  PS17  has  earned  the  1990  PC  World  Best  Buy 
award;  microLaser  PS35  has  earned  the  1990  MoWotU  Excellent 
Value  award  and  4'/2  mice  from  MocUser,  October  1990. 

Texas 
Instruments 

'Based  on  estimated  typical  usage.  *  'For  more  information  on  service  upgrade  options,  call  1-600-847-5757  in  the  U.S.  and  1-800-268-6314  in  Canada.  tSuggested  retail  price  — dealer  prices  may  vary.  tBased  on  suggeste^l  retail  price 
of  consumables  and  approximatt  page  average  ratir^  for  each  consumable  at  4%  black  (toner,  developer  and  OPC).  microLaser  ts  a  trademark  of  Texas  Instruments  Incorporated.  Microsoft  and  DOS  are  r^stered  trademarks,  and  Windows 
is  a  trademark  of  Microsoft  Corporation.  Adobe,  PostScript  and  the  PostScript  logo  are  registered  trademarks  of  Adobe  Systems  Incorporated  which  may  be  registered  in  certain  jurisdictions.  LaserJet  is  a  registered  trademark  of  Hewlett- 
Packard,  Inc.  Apple  and  Maantosh  are  registered  trademarks  of  Apple  Computer.  Inc.  OS/2  is  a  registered  trademark  of  International  Business  Machines  Corporation.  UNIX  is  a  registered  trademark  of  AT&.T.  ©1992  T!  76543 


Features 

microLaser  Plus 
Basic 

microLaser  Plus 
PS17/PS35 

microLaser 
Turbo 

microLaser  XL 
Turbo 

PPM 

Emulation 
Processor 
Fonts 
List  Price 

9  ppm 

HP  LaserJet  11 

68000 

14  HP  Fonts 

$999 

9  ppm 

HPLJll/PostScript 
68000 

1 7  or  35  Scalable 
$1,399/$1,499 

9  ppm 

HPLJll/PostScnptll 
RISC/8220 
35  Scalable 
$1,749 

16  ppm 

HPLJll/PostScript  11 
RISC/8220 
35  Scalable 
$3,649 
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example,  weighs  29  pounds 
and  takes  up  about  as  much 
room  as  a  large  attache 
case.  The  PC-1  typically 
sells  for  between  $400  and 
$500  with  a  toner  cartridge. 
It  has  a  single  sheet  feeder 
and  is  limited  to  letter  size 
documents. 

Step-up  models  from 
Canon  and  other  manufac- 
turers add  legal  size  copy- 
ing, enlarging  and  reducing, 
and  multiple  sheet  feed- 
ers— and,  in  some  cases,  a 
stationary  platen,  which  is  no  small  consideration  in  tight 
quarters.  'ITiose  features  will  add  anywhere  from  $200  to 
$300  to  the  price. 

Just  as  prices  have  come  down,  the  number  of  stores 
that  carry  copiers  have  risen.  Because  personal  copiers 
rely  on  replaceable  cartridges  and  few  moving  parts,  they 
are  designed  to  be  relatively  service-free.  And  that  has 
opened  the  market  to  discount  outlets  with  a  cash-and- 
carry  mentality — and  pricing  to  match. 

Service  and  support  in  most  cases  is  a  black  and  white 
issue:  Take  it  or  ship  it  to  the  manufacturer's  service  cen- 
ter. On-site  service  for  personal  copiers  is  almost  a  con- 
tradiction in  terms.  For  the  most  part  these  are,  after  all, 
highly  portable  machines. 

WHEN  OVERNIGHT  WON'T  DO,  GET  THE  FAX 

At  a  time  when  even  the  local  lunch  counter  accepts 
orders  by  fax,  it's  hard  to 
imagine  any  business  get- 
ting by  without  a  fax 
machine  sitting  someplace 
in  the  office.  Faxing  has 
become  an  essential  busi- 
ness tool,  but  knowing  what 
to  buy  can  seem  as  confus- 
ing as  sorting  out  screw- 
drivers in  a  hardware  store. 

There  are,  after  all,  a 
dizzying  array  of  standalone 
fax  machines.  And  there  are 
fax  boards  that  slip  into  personal  computers.  All  of  those 
options  have  their  own  advantages  and  drawbacks. 

At  the  low  end,  $400  more  or  less  will  buy  a  basic  ther- 
mal fax  machine  with  few  frills.  It  will  send  and  receive 
faxes,  it  might  store  commonly  used  phone  numbers  and 
it  will  also  function  as  an  ordinary  telephone. 

But  thermal  faxes  fade  with  time.  They  curl  and  are 


often  hard  to  read.  And 
unless  it  includes  an  auto- 
matic paper  cutter,  it  can 
turn  a  lengthy  message 
into  an  unwieldy  paper 
snake. 

Those  drawbacks  have 
fueled  the  market  for  plain 
paper  fax  machines,  which 
continue  to  decline  in  price. 
Plain  paper  fax  machines 
that  use  ink  jet  printing 
mechanisms  have  begun 
selling  for  less  than  $1,500 
— still  relatively  expensive, 
but  less  than  half  the  price  of  just  a  few  years  ago.  By 
1995,  BIS  Strategic  Services,  the  Boston-based  market 
researcher,  claims  plain  paper  fax  sales  should  equal  that 
of  thermal  machines,  as  prices  dip  below  $1,000. 

"Would  you  pay  50%  more  (for  plain  paper)?  Maybe. 
Now  you're  being  asked  to  pay  300%  more,"  notes  Paul 
Allan,  general  manager  of  Sharp  Electronics'  Personal 
Home  Office  Electronics  division.  Sharp  remains  the 
leading  supplier  of  fax  machines  in  the  United  States. 

Anyone  with  a  personal  computer  and  a  printer, 
though,  already  has  the  makings  of  a  plain  paper  fax 
machine,  and  for  a  relatively  modest  cost. 

An  increasing  number  of  suppliers  have  fax  boards 
and  accompanying  software  that  allow  users  to  send  and 
receive  faxes  from  their  PCs.  The  boards,  with  a  phone 
jack,  slip  into  an  expansion  slot  and  typically  are  compati- 
ble with  any  Group  II  or  III  fax  machine. 

Fax  boards  offer  several 
advantages.  A  document  ere 
ated  on  the  PC  can  be  faxed 
without  creating  a  hard 
copy.  Also,  incoming  faxes 
can  be  revised  and  incor- 
porated in  other  documents 
without  scanning  or  any 
other  steps.  And  fax  boards 
generally  offer  as  good,  if 
not  better,  quality  than  the 
average  fax  machine. 

In  addition  to  fax  boards, 
many  manufacturers — among  them  The  Compete  PC, 
based  in  San  Jose,  CA  and  U.S.  Robotics,  based  in 
Chicago — market  combination  fax  modems  that  send 
and  receive  both  computer  data  and  fax  transmissions.  ■ 


This  text  was  written  by  Martin  Levine,  who  specializes  in 
consumer  electronics  and  home  entertainment. 


It's  hard  to  imagine  any  business  getting  by  with- 
out a  fax  machine  today. 


An  increasing  number  of 
suppliers  have  fax  boards  and 
accompanying  software  that  allow 

users  to  send  and  receive  faxes 
^,5.^  from  their  PCs. 
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rhe  question  is  inescapable:  Did  the  Biisli  Administra- 
tion cook  the  numbers  for  gross  domestic  product? 
The  answer:  highly  unlikely.  Still,  you  wonder.  The 
/ommerce  Dept.  reported  on  Oct.  27  that  real  (;i)P  grew 
t  an  annual  rate  of  2.7%  in  the  third  quarter— nearly 
wice  the  pace  widely  expected  by  most  analysts.  Market 
orecasters  rarely  miss  GDP  by  that  much. 

Talk  of  number  chicanery  in 
order  to  help  Bush's  reelection 
l)id  swirled  through  the  financial 
markets  immediately  following 
the  report.  The  quarterly  CDV 
numbers  on  the  trade  deficit  and 
on  business  investment  in  new 
eciuipment  seemed  at  odds  with 
the  monthly  data  on  foreign 
trade  and  shipments  of  capital 
goods,  respectively.  Also,  defense 
spending,  which  had  declined  for 
ive  consecutive  cjuarters,  suddenly  popped  up  last  (luar- 
er.  What  gives? 

Probably  nothing.  When  Commerce  reports  its  first 
stimate  of  GDP,  it  does  so  without  an  entire  quarter's 
^orth  of  monthly  data.  In  many  cases,  it  has  to  make 
3me  sophisticated  guesses.  But  ultimately,  the  monthly 
3urce  data  and  the  (!DP  data  have  to  match.  So  the  test 
f  any  tomfoolery  will  lie  in  future  revisions.  If  the  souf- 
e  falls  unusually  flat  after  the  first  revision  in  late  No- 
emlier,  then  you  can  blame  the  cook. 

LAST  There  are  two  things  that  the  White 

QUARTER'S  House  can  legitimately  claim:  GDP  has 
GAINS  LOOK  now  made  a  full  recovery  following  its 
SHAKY  recession  losses,  and  the  inflation  outlook 

the  best  in  decades. 

Real  GDP  regained  its  prerecession  peak  last  quarter, 
ut  compared  with  past  rebounds,  that's  a  small  feat.  If 
le  recovery  had  proceeded  at  the  average  pace  of  tlie 
ist  four  recoveries— excluding  the  short-lived  1980  up- 
irn— real  GDP  would  be  4.9%  higher  than  it  is  now 
hart).  Typically,  the  economy  regains  its  prerecession  lev- 
in three  quarters.  This  time,  it  took  twice  as  long. 
That  explains  the  great  outlook  for  inflation.  An  econo- 
y  can  generate  price  pressures  only  if  demand  out- 
rips  production  capabilities.  With  growth  so  far  below 
ihere  it  should  be,  the  economy  has  so  many  underuti- 
'led  resources  that  inflation  is  likely  to  keep  falling 
rough  1993,  even  if  growth  picks  up. 
The  more  immediate  focus  of  the  GDP  report,  though,  is 


what  the  numbers  say  about  the  foui'th  ([uarter.  The 
news  is  not  good.  In  addition  to  the  strange  jumi)  in  de- 
fense outlays,  a  big  gain  in  consumer  spending  and  an  ac- 
celeration in  the  growth  of  business  inventories  were  siz- 
able contril)utors  to  third-quarter  growth.  But  none  oi 
those  advances  will  be  repeated  this  ciuarter. 

Defense  spending  rose  at  an  annual  rate  of  G.9%  last 
(luarter.  There  are  two  possible  explanations.  Military 
outlays  during  the  cleanups  after  Hurricanes  Andrew 
and  Iniki  may  have  l)oosted  the  numbers.  Or,  some  de- 
fense spending  may  have  been  l)rought  into  the  third 
(luarter  from  future  (luarlers.  In  either  case,  military 
outlays  will  probably  fall  back  in  thi'  fourth  (juarter. 

HOUSING  Consumer  spending  is  also  on  shaky 
WILL  NOT  ground.  Real  consumer  outlays  rose  at  an 
GIVE  MUCH  annual  rate  of  3.4%  last  quarter,  l;)ut  the 
MORE  HELP  monthly  data  show  that  all  of  the  gain 
occurred  in  July,  while  spending  in  both  August  and  Sep- 
teml)er  was  essentially  flat. 

A  peppier  pace  of  spending  on  durable  goods  and  ser- 
vices led  the  quarterly  advance.  However,  service  outlays 
rose  far  above  their  recent  trend,  suggesting  that  service 
spending  will  slow  down  this  <iuarter. 

Sales  of  home  furnishings  and  appliances  accounted  for 
nearly  all  of  the  tjuarter's  gain  in  durable-goods  s[)ending 
i)y  consumers.  That  was  driven  by  the  jiunp  in  home 
sales  early  in  the  quarter  as  mortgage  rates  fell. 

However,  housing  will  not  provide  that  kind  of  support 
in  the  current  quarter.  Through  October,  mortgage  rates 
are  up,  and  mcjrtgage  applications  are  down.  Sales  of  ex- 
isting homes  fell  0.9%  in  September  to  an  annual  rate  of 
3.28  million— the  slowest  pace  since  .January. 

The  overriding  reason  why 
consumers  cannot  keep  up  their 
third-quarter  pace  of  spending  is 
that  they  don't  have  either  the 
will  or  the  wallet.  Households 
began  the  fourth  quarter  in  an 
unusually  downbeat  mood.  The 
Conference  Board's  index  of  con- 
sumer confidence  dropped  for  the 
fourth  consecutive  month  (chart). 
The  index  now  stands  at  its 
gloomiest  reading  since  Febru- 
ar\v,  when  it  had  fallen  to  a  17-year  low. 

Jobs,  or  the  lack  of  them,  continue  to  top  household 
worry  lists.  More  than  35%  of  the  nation's  consumers 
sav  that  their  families  are  being  adversely  affected  by  the 
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weak  economy,  reports  the  Conference  Board.  Nearly 
25%  say  that  someone  in  their  household  has  been  unem- 
ployed during  the  past  year.  And  of  those  who  found  an- 
other job.  well  over  50%  say  they  now  earn  less  than  they 
did  in  their  previous  position. 

As  testimony  to  that,  one  of  the  most  telling  numbers 
in  the  third-quarter  GDP  report  was  the  one  for  con- 
sumers' real  aftertax  income.  It  posted  no  growth.  That 
means  households  had  to  dig  deeply  into  their  savings  in 
order  to  finance  their  purchases.  Savings  as  a  percentage 
of  aftertax  income  dropped  to  4.5%  from  5.3%  in  the  sec- 
ond quarter.  Low  savings,  weak  income  growth,  and 
heavy  debts  will  surely  restrain  fourth-quarter  spending. 

A  faster  pace  of  inventory- 
Iniilding,  from  $7.8  billion  to 
S14.7  l)illion.  also  added  to  third- 
quarter  growth  in  real  CDP,  l)ut 
again,  inventories  may  be  a  drag 
this  (juarter.  True,  a  big  gain  in 
farm  inventories  accounted  for 
some  of  that  acceleration,  but  it 
was  the  largest  increase  in  more 
than  three  years— a  good  reason 
to  expect  a  dropoff  in  the  fourth 
ciuarter. 

In  addition,  stock  levels  in  manufacturing  swung  fi'om  a 
$G.5  billion  liquidation  in  the  second  quarter  to  a  $4.3 
billion  accumulation  in  the  third.  Since  factories  were 
cutting  production  in  l)oth  August  and  September,  the  in- 
ventory rise  appears  to  l)e  unintended.  That  means  weak- 
ness in  the  factory  sector  will  probably  continue  in  the 
fourth  (juarter,  as  companies  wrestle  their  stockpiles  into 
better  shai)e  relative  to  demand. 

And  demand  remains  tepid.  Manufacturers'  new  or- 
ders for  durable  goods  slipped  by  0.4%  in  September— the 
third  decline  in  a  row.  For  the  cjuarter,  orders  dropped 
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sharply,  and  shipments  slowed  (chart). 
Also  in  September,  the  backlog  i 
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dropped  for  the  13th  consecutive  month.  That  means  pro 
duction  already  in  the  pipeline  continues  to  dwindk-.  .\ 
shrinking  backlog,  combined  with  weak  new  orders  aiii! 
heavy  inventories  is  a  deadly  mix  for  future  gains  in  f;ic 
tory  output  and  employment. 

I 

THE  HEAVY  The  GDP  report  told  a  much  brighter  tah  ! 
PRICE  Of  about  inflation.  The  so-called  fixed-weiulii 
CORPORATE  ])rice  index  for  GDP— the  broadest  gauge  <  > 
PROFITS  inflation— rose  at  an  annual  rate  of  o!ii\ 
2%  in  the  third  quarter.  Hurricane  distortions  made  tin 
number  look  about  one-half  percentage  point  lower  than  ii 
would  have  otherwise,  but  still,  the  annual  inflation  i-;U  ( 
by  this  measure  is  running  well  below  3%. 

One  reason  that  inflation  will 
stay  down  is  the  sharply  slower 
pace  of  labor  costs.  The  Labor 
Dept.'s  index  of  employment 
costs— including  both  wages  and 
benefits— continued  that  trend  in 
the  third  quarter.  In  fact,  wages 
posted  the  smallest  cjuarterly  ad- 
vance in  the  10-year  history  of 
the  index. 

During  the  past  year,  employ- 
ment costs  are  up  only  3.3%. 
That's  the  slowest  annual  pace  in  more  than  five  years 
Businesses  have  made  especially  steep  cuts  in  the  labo 
costs  of  their  white-collar  work  forces  (chart).  Add  in  r( 
cent  productivity  gains,  and  unit  labor  costs  are  risin 
even  slower  than  prices.  That  has  helped  to  widen  profi 
margins,  even  in  a  weak  economy. 

But  households  have  paid  the  price  for  better  corporat 
profits.  Cost-cutting  has  become  a  euphemism  for  jo, 
elimination.  That's  the  main  reason  why  this  recover 
has  been  the  weakest  in  the  postwar  era.  And  no  matte 
how  you  cook  the  data,  the  economy  will  not  be  trul 
healthy  until  job  ])rospects  begin  to  brighten. 
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THE  WEEK  AHEAD 


PURCHASING  MANAGERS'  INDEX 

Monday,  Nov.  2,  10  a.Di. 
The  National  Association  of  Purchasing 
Management's  index  for  OctobeT-  is  ex- 
pected to  inch  up  to  .50%,  from  49%  in 
September,  say  economists  surveyed  V)y 
McGraw-Hill  Inc.'s  MMS  Intei'national. 

CONSTRUCTION  SPENDING  

Mondaii,  Nov.  2,  10  cum. 
Construction  spending  for  Septemlier  is 
likely  to  post  a  0..5%  gain,  says  the  MMS 
survey.  It  had  fallen  0.8%  in  August. 

LEADING  INDICATORS  

Tuesdny,  N(ji:  3,  8:30  (Lin. 
The  index  of  leading  indicators  for  Sep- 
tember is  expected  to  be  unchanged,  ac- 


cording to  the  economists.  It  had  de- 
clined 0.2%  in  August. 

PRODUCTIVITY  

Tuet^daii,  Nov.  3,  10  a.m. 
Output  per  hour  in  the  nonfarm  econo- 
my probably  posted  a  third-quarter  gain 
oi  about  1%,  at  an  annual  rate.  If  so, 
unit  labor  costs  will  rise  2%,  assuming  a 
8%.  pace  of  wages  and  l)enefits. 

FACTORY  INVENTORIES  

Wedni'sda//,  Nor.  4,  10  a.m. 
Factory  inventories  are  likely  to  have 
risen  by  0.2%  in  September,  following  a 
0.5%  jump  in  August.  Stock  levels  had 
backed  up  excessively,  but  production 
cuts  helped  to  rein  in  the  September 
increase.  New  orders  remain  tepid. 


EMPLOYMENT 


Friday,  Nov.  6,  8:30  a.m. 
Nonfarm  payrolls  for  October  are  t 
pected  to  rise  by  20,000  workers,  sa 
the  MMS  survey,  after  dropping  l)y  57,0( 
in  September.  The  economists  proje 
an  uptick  in  the  unemployment  rate 
76%  from  75%.  If  the  forecast  is  on  t; 
get,  the  economy  will  have  Uttle  m 
mentum  heading  into  the  foiu'th  quarti 
and  the  Fed  may  cut  interest  rates. 

INSTALLMENT  CREDIT  

Friduii,  Nor.  (i 

Consumer  installment  debt  is  project 
to  have  dropped  by  about  $1  billion 
September,  as  consumers  remain  aver 
to  taking  on  more  debt. 


36  BUSINESS  WEEK/NOVEMBER  9,  1992 


GET  OFF  THE  BEATEN  PATH  WITHOUT  LEAVING  TOWN.  If  you  love  driving, 
,  you're  always  looking  for  a  better  way  to  get  from  here  to  there.  That's  the  philosophy  behind  the 
1993  Mazda  626  ES.  Because  in  a  class  of  cars  that  strives  to  be  average,  this  car  has  unique  virtues 
and  a  character  all  its  own.  §p  Its  elegant  exterior  echoes  the  curves  of  a  coastal  highway,  while  the  interior 
cradles  you  in  comfort  and  security.  A  24-valve,  aluminum  alloy  V6  is  one  of  the  smoothest,  quietest  piston 
engines  in  the  world.  And  an  agile  suspension  gives  you  the  advantage  in  tight  traffic.  Harmony  of  style  and 
performance  set  this  new  626  apart.  Qualities  that  are  at  the  heart  of  every  Mazda.  ^  So  take  to  the  road  in 
the  all-new  Mazda  626  ES.  And  discover  how  it  feels  to  go  your  own  way  every  time  you  turn  the  key. 
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A  CLINTON 
CAKEWALK? 

HIS  LEAD  SHRINKS-BUT  THE  ELECTORAL  EDGE  HOLDS 


For  a  brief,  electric  moment,  it 
peared  as  if  the  unpredictable 
Presidential  campaign  was  heading  j 
for  a  bizarre  denouement.  Wild-card  in  | 
dependent  Ross  Perot,  on  the  stren^ll 
•of  a  solid  debate  performance  and  a  sat  | 
uration  ad  campaign  funded  by  tens  o  I 
millions  of  his  own  dollars,  was  surging  j 
The  cocky  grin  faded  from  the  face  o 
front-runner  Bill  Clinton  as  his  negativ- 
ratings  zoomed  amid  a  barrage  of  IN 
publican  character  assaults.  And  an  '  i 
ergized  George  Bush,  whose  campai,-: 
had  seemed  to  be  crawling  toward  d!s;l^ 
ter,  suddenly  saw  a  glimmer  of  hope.  H 
told  large,  enthusiastic  crowds  tha 
"something  is  happening  out  there." 

True  enough.  But  the  something  turn 
out  to  be  less  a  Bush  miracle  than  il 
latest  strange  twist  from  the  Pci-^ 
camp.  The  Dallas  independent  (hm- 
again  shook  up  the  campaign  by  issuin 
unsubstantiated  charges  of  GOP  dirt 
tricks,  such  as  wiretapping  his  phuni' 
and,  of  all  things,  disrupting  his  daui'l 
ter's  August  wedding.  The  outloolv  i 
the  final  runup  to  election  day:  The  la 
est  controversy  has  blunted  Perot's 
while  taking  attention  away  from  BusIT 
newfound  ability  to  articulate  a  messa- 
and  effectively  blast  Clinton.  The  Deim 
crat,  meanwhile,  held  the  rhetorical  Iiil' 
ground  and  clung  to  a  narrowing — In 
still  impressive — lead  in  the  polls  in  ih 
single-digit  range. 

IMPROBABILITIES.  With  the  dust  froi 
the  "dirty  tricks"  blowup  settling,  it  a| 
pears  that  for  all  of  Perot's  TV  time  an 
his  ability  to  tap  voter  anger,  the  tigiiiL 
wound  billionaire  is  unlikely  to  win 
single  state.  Even  if  Bush  continues 
chip  away  at  Clinton's  popular-vote  lea 
he  faces  a  daunting  challenge  in  th 
Electoral  College.  A  state-by-state  anal 
sis  (map)  shows  Clinton  ahead  in  moi 
than  enough  states  to  capture  the  2' 
electoral  votes  needed  for  victory.  Ev( 
weary  GOP  strategists  concede  that  tl 
scenarios  for  a  Bush  victory  that  tht 
have  concocted  are  highly  improbable. 

To  triumph,  the  President  must  n^ 
only  win  every  state  in  which  he  no 
leads  or  trails  narrowly,  he  also  mu 
steal  away  states  such  as  New  Jerse 
Michigan,  and  Ohio,  where  Clinton  st 
holds  sizable  leads.  And  even  if  Bus 
achieves  that  goal,  he  would  still  lo! 
unless  he  also  took  states  won  in  19! 
by  Michael  S.  Dukakis.  Among  ther 
Wisconsin,  Iowa,  and  Hawaii. 

Here's  why  this  year's  electoral  ma 
has  Bush  stumped.  Four  years  ago, 
thrashed  Dukakis  in  9  of  the  10  bigge 
states,  losing  only  in  New  York.  But  W 
year,  the  Republican  has  virtually 
chance  in  four  megastates  with  132  ek 
toral  votes:  California,  New  York,  Pen 
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ylvania,  and  Illinois.  By  all  rijjhls,  Tex- 
s  and  Florida  should  be  solid  for  Bush. 
;ut  sUite  polls  show  that  even  in  those 
unbelt  bastions,  he  is  strug^-lin^-. 
Clinton  has  virtually  locked  up  New 
Ingland,  the  Middle  Atlantic  rej^ion,  and 
le  Pacific  Coast.  More  sijf- 
ificantly,  he's  whipping 
ush  in  the  industrial  heart- 
md.  Clinton  may  even  pick 
ff  a  few  states  in  the  GOf 
trongholds  of  the  South  and 
16  Rocky  Mountain  West, 
he  most  likely:  Tennessee, 
ouisiana,  Colorado,  and  Montana. 
To  find  Bush  country,  you  just  about 
eed  a  microscope.  The  President  is 
nnly  ahead  only  in  Utah,  South  Caroli- 
a,  and  Nebraska.  He  has  been  forced  to 
aend  precious  time  and  money  defend- 
ig  his  Southern  base.  And  although 
ush  is  gaining  momentum  in  the  South, 
olitical  analysts  doubt  the  surge  in  Dix- 
I  will  be  enough.  "It's  very  hard  to 
avision  a  scenario  where  you  move 
ush  ahead  of  Clinton,"  says  pollster 
dward  Renwick  of  Loyola  University  in 
ew  Orleans.  Adds  Southern  Methodist 
niversity  political  scientist  Dennis  Si- 
lOn:  "Unless  there's  a  dramatic  error 
/  Clinton,  he's  got  the  election." 
Glumly  surveying  the  map,  a  senior 
ush-Quayle  official  agrees  that  only  an- 
her  late  surprise  can  save  the  Presi- 
;nt:  "Our  only  chance  is  if  this  race 
!Comes  even  more  volatile  in  the  clos- 
g  days."  While  voters  clearly  want  a 


change,  jwlls  show  they  are  still  not  con- 
vinced that  the  Arkansas  governor  is 
suited  for  the  Oval  Office.  Bushies  are 
hoping  their  attacks  on  Clinton's  truth- 
fulness have  softened  up  the  Democrat 
for  a  final,  fatal  plunge.  "All  we  can 


t  It's  very  hard  to 
envision  a  scenario 
where  you  move  Bush 
ahead  of  Clinton  J 


hoije  is  that  unhappy  as  they  may  be 
with  George  Bush,  they  simply  will  not 
l)e  comfortable  enough  to  vote  for  Clin- 
ton," says  GOP  pollster  David  Hill.  "It's 
not  a  heck  of  a  lot  to  bet  the  ranch  on, 
but  it's  all  we  have." 
LINGERING  DOUBTS.  For  a  while,  Perot's 
surge  in  the  polls  heartened  Bush,  be- 
cause the  Texan  was  siphoning  indepen- 
dents and  Reagan  Democrats  away  from 
Clinton.  But  Perot's  outlandish  allega- 
tions may  have  derailed  the  GOP's  come- 
back strategy.  Much  to  the  chagrin  of 
White  House  operatives,  the  new  Perot- 
noia  has  distracted  the  President  from 
pursuing  his  final-days  game  plan:  re- 
lentlessly reinforce  lingering  doubts 
about  Clinton.  "Perot  has  been  drowning 
out  our  message  at  a  time  when  we 
should  be  bashing  Clinton  over  raising 
taxes,"  says  a  senior  Bush  adviser.  "If 
this  goes  on,  we've  lost  the  election." 
To  make  matters  worse,  there  are  in- 


dications that  despite  the  implausibility 
of  Perot's  charges,  many  voters  are  pre- 
pared to  give  the  Texan  the  benefit  of 
the  doubt.  Perot's  credibility  was  helped 
by  the  almost  equally  outlandish,  but 
confirmed,  reports  that  Administration 
officials  had  rifled  Clinton's 
mother's  passport  files  in 
search  of  campaign  ammuni- 
tion. Although  media  reports 
were  deeply  skeptical  of  Per- 
ot's allegations,  internal  Bush 
campaign  polls  found  that 
more  voters  believed  Perot's 
charges  than  Bush's  denials.  "When  you 
get  out  where  people  drive  around  in 
pickup  trucks,  people  really  believe  this 
stuff,"  one  GOP  strategist  observed. 

While  Perot's  latest  outburst  may 
have  firmed  support  among  his  backers, 
it  also  may  have  blunted  the  chance  for 
further  gains.  Republican  consultant  Jay 
Severin  III  says  the  charges  make  Perot 
look  "shady  and  a  little  goofy."  That  will 
likely  hurt  Perot  with  upscale  voters 
who  so  far  have  responded  to  his  tough 
economic  message.  "He's  peaked,"  says 
Democratic  consultant  Dane  Strother. 
"It's  the  best  thing  that  could  possibly 
happen  to  Clinton." 

Meanwhile,  Clinton  is  sticking  by  a 
cautious  strategy  in  the  closing  days  of 
the  race.  He's  staying  with  his  message 
of  change,  appealing  to  centrist  voters, 
and  sitting  on  his  lead.  With  so  little 
time  left,  Clinton  aides  are  prepared  to 
accept  slow  erosion  of  his  lead  rather 
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than  make  any  liold  moves  that  could 
turn  out  to  be  costly  mistakes.  "Presi- 
dential elections  are  always  close,  and 
this  one  will  be  no  exception,"  says  top 
Clinton  strategist  Paul  E.  Begala. 

All  of  this  has  reduced  the  Bushies  to 
wishful  thinking.  "A  surefire  Clinton  vic- 
tory has  been  thrown  out  the  window," 
insists  Bush  campaign  manager  Frederic 
V.  Malek.  "We  have  an  anything-can- 


happen  election."  Fjut  while  the  outlook 
in  some  states  may  yet  shift,  "the  bot- 
tom line  is  unlikely  to  change,"  Demo- 
cratic pollster  Diane  T.  Feldman  says. 
"Clinton  is  the  clear  favorite." 

Whatever  the  outcome,  both  parties 
have  learned  painful  lessons.  The  Clin- 
tonites  rediscovered  the  danger  of  being 
anointed  as  the  front-runner.  In  a  year 
when  voters  want  to  throw  the  bums 


out,  they  are  likely  to  mistake  favorite 
for  incumbents.  And  the  GOP  learned  iKi 
to  rely  on  a  third  candidate  to  win  ;i 
election.  It's  called  dancing  with  a  scot 
pion.  As  he  staggers  toward  the  finis 
line,  Clinton  is  clearly  wounded.  But  In 
'Bush,  the  scorpion's  bite  shows  e\<'i- 
sign  of  proving  lethal. 

By  Richard  S.  Dunham  and  Doniiln 
Harbrccht  in  Washington 


Commentary/by  Wendy  Zellner 


ROSS  PEROT,  PLAIN  AS  DAY 


To  be  read  aloud  in  a  high, 
naml  drawl 

It's  time  to  live  in  real- 
ity, folks.  With  Dallas 
billionaire  Ross  Per- 
ot, what  you  see  is  what 
you  get. 

Step  one:  Look  at  his  latest  explana- 
tion for  quitting  the  Presidential  race 
in  July.  Now,  forget  that  stuff  about  a 
revitalized  Democratic  party  and  his 
desire  to  avoid  throwing  the  race  into 
the  House  of  Representatives.  Stay 
v/ith  me.  The  real  reason  for  Perot's 
abrupt  withdrawal?  He  feared  that 
(;C)i'  dirty  ti'icksters  were  out  to  smear 
daughter  Carolyn  with  doctored  photos 
and  disrupt  her  August 
wedding,  see?  And  he  dis- 
covered later  that  the  Willie 
Horton  crowd,  those  boys- 
will-be-boys  Republicans, 
were  planning  to  tap  his  of- 
fice phone.  You  all  know 
what  I'm  talking  about.  It's 
simple. 

What  you  see  is  what  you 
get:  If  Perot's  lying  now, 
he's  just  another  cynical  pol- 
itician, slinging  innuendo 
and  rumor  with  the  best  of 
the  dirty  tricksters.  And  if 
he's  telling  the  truth  now, 
he  was  fibbing  in  July, 
right?  Sure,  he  was  just  try- 
ing to  protect  his  worM- 
class  daughter.  Couldn't  ruin  the  hap- 
piest day  of  her  life  by  revealing  the 
sordid  (;op  plot  before — or  eve:  imme- 
diately after — the  big  event,  "\ever 
mind  that  Perot  says  daughter  (  -olyn 
and  the  rest  of  his  world-class  uriily 
have  faced  down  death  threats  Trom 
the  Vietnamese.  Forget  that  Perot 
says  five  Black  Panthers  once  infiltrat- 
ed ills  front  yard  only  to  be  scared  off 
by  a  guard  dog.  Carolyn  would  have 
been  dev-a-stated  if  she  had  learned 
about  this  Republican  Mickey  Mouse 


salad  before  the  wedding. 

You  want  proof  of  these 
GOP  shenanigans?  Now 
what  am  I  saying?  I  didn't 
say  Perot  said  he  believed 
them.  He  just  said  he  didn't 
want  to  take  any  risks.  Any- 
way, he  won't  reveal  his  in- 
formants, except  to  admit  that  one  of 
them  is  Scott  Barnes,  a  former  Califor- 
nia policeman  with  a  reputation  for 
peddling  questionable  conspiracy  theo- 
ries. Think  it  through.  Perot  has  inves- 
tigated business  rivals  (hasn't  every- 
body?), sniffed  for  worldwide  gov- 
ernment coverups  on  the  POW  issue, 
and  unearthed  various  assassination 
schemes  directed  against  him. 


Just  another 
cynical  pol, 
slinging  rumor? 
If  Perot  is 
telling  the 
truth  now,  he 
was  fibbing 
in  July 


And  how  ai)out  that  woman  who 
dared  to  challenge  him  on  Donahue 
after  Perot  first  surfaced  in  this  crazy 
election  year?  At  the  time,  Perot  hinted 
that  the  woman  was  probably  a  GOP 
plant.  His  evidence:  her  "designer 
clothes."  Perot  a  conspiracy  monger? 
What  you  see  is  what  you  get.  It's 
simple. 

Okay,  forget  it.  This  has  nothing  to 
do  with  the  issues.  Perot  doesn't  have 
to  prove  anything  to  you  people.  And 
pay  no  attention  to  that  thin-skinned. 


testy  Perot  who  chastised  reporters 
daring  to  question  these  bizarre  talc- 
The  real  Ross  Perot — no-nonsens( 
businessman  and  steely-eyed  patriot  - 
can  be  seen  on  paid  TV  ads  and  poliii 
talk  shows.  He  doesn't  need  handlci  - 
or  $30,000-a-month  consultants.  WIh  i 
he  needs  to  taste  and  touch  and  fee 
reality,  he  heads  for  the  TV  studm 
What  you  see  is  what  Ross  lets  yin 
see.  Kind  of  clears  the  air,  doesn't  is  ' 
This  is  just  another  one  of  those  ni! 
dia  "gotcha"  stories,  another  report  (  i 
trying  to  prove  her  manhood,  righi  ' 
Let's  stick  to  the  issues,  folks.  If  yni 
ask  a  Who's  Who  of  people  who  know 
Perot,  they'll  tell  you  about  his  abilit\ 
to  get  things  done.  A  senior  executiM 
at  Ross's  old  company,  Eli  c 
tronic  Data  Systems,  n- 
members  how  he'd  paste  In 
folksy  aphorisms  ("Eagh' 
don't  flock")  everywhere  !■ 
inspire  the  troops.  "It  w;i.- 
kind  of  management  l>\ 
plaque  on  the  wall,"  In 
says.  But  let's  stop  living  ii 
the  past,  folks.  Ross  Peio 
isn't  interested  in  study ini 
America's  problems  ti 
death.  He's  got  a  slogan 
see?  "Fair,  shared  sacri 
fice."  It's  simple. 

No  question,  Perot  wa; 
right  on  the  money  at  Gen 
eral  Motors.  If  GM's  boan 
had  listened  to  Perot  back  ii 
1986,  instead  of  kicking  him  out  witl 
$700  million,  the  company  wouldn' 
have  seen  its  market  share  plumme 
and  losses  soar.  But  those  folks  at  GI* 
would  rather  slow-dance  than  lister 
Here's  a  hint:  Maybe  Perot  was  mor 
inclined  to  issue  orders  than  to  offe 
suggestions. 

So  don't  ever  you  worry,  Congress 
If  Perot  wins  this  election,  you  two  wi 
be  dancing  like  Fred  and  Ginger.  A 
long  as  Ross  gets  to  call  the  tune, 
rest  my  case. 
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IVESTIGATIONSI 


IRAQGATE'S  SMOKING  GUN— AND 
MISSILES,  MINES,  AMMO . . . 


)id  the  U.S.  arm  Saddam?  The  'iotas  of  evidence'  are  piling  up 


Di 


id  the  U.  S.  covertly  help  Saddam 
Hussein  build  up  his  military  be- 
fore Iraq's  invasion  of  Kuwait? 
'he  question  has  been  raised  in  Con- 
;ress  and  the  mainstream  i)ress  for 
nonths  now,  but  it  hardly  surfaced  as  a 
ampaign  issue  until  the  final  Presiden- 
ial  debate  on  Oct.  19.  That's  when  Presi- 
lent  Bush,  pressed  by  rival  Ross  Perot, 
nsisted:  "There  wasn't  one  single  iota  of 
vidence  that  any  U.  S.  weapons  were 
ound  on  the  [Iraqi]  battlefield." 

The  President  obviously  hasn't  talked 
0  Michael  L.  Weber,  a  former  Army 
ergeant,  or  some  of  his  Desert  Storm 
olleagues.  Back  in  April,  Weber  wrote 

0  Representative  Charlie  Rose  (D-N.  C.) 
omplaining  about  the  huge  number  of 
vmerican-made  munitions  that  the  U.  S. 
aptured  from  the  Iraqi  army.  And  he 
icluded  pictures  to  prove  it.  "Clearly, 
here  was  a  green  light  given  to  regula- 
3rs  and  U.  S.  industry  to  go  about  sell- 
ig  military  technology  to  Iraq,"  Rose 
harges. 

lAOE  IN  U.S.A.  Weber,  who  was  dis- 
harged  last  April,  says  he  received  sev- 
ral  awards  and  honors  from  the  Army 
uring  his  four-year  tour  of  duty.  Col- 
iagues  at  his  home  base  of  Fort  Lewis, 
/ash.,  confirm  those  claims. 
According  to  his  own  account,  detailed 

1  an  Apr.  9,  1992,  letter  to  Rose  and 
iter   in  interviews 
•ith   BUSINESS  WEEK, 

/eber  worked  as  a 
hotojournalist  as- 
gned  to  the  82nd  Air- 
orne  Division.  He 
•aveled  widely  to  doc- 
ment  the  war  on 
Im.  Just  after  the 
;ase-fire,  his  unit 
as  assigned  to  de- 
roy  Iraqi  munitions 
iried  in  two  desert  airfields  along 
ighway  8  near  Nasiriya  in  Iraq.  In  that 
•ea,  he  says,  U.  S.  soldiers  found  a  rich 
)ard  of  munitions  stacked  to  the 
iters  in  30  warehouses — some  as  large 
;  30,000  square  feet.  Among  the  booty 
eber  saw:  French-made  cluster  bombs, 
linese  missiles,  and  Jordanian  artillery 
lells.  "There  was  every  conceivable 
le  of  mortar  and  artillery  shells,"  We- 
iir  remembers. 

:  But  what  caught  his  eye  were  Ameri- 
n-made  155-millimeter  propellant  bags, 
hkh  contain  the  charge  that  blasts 
ells  from  cannons.  Weber  says  he  also 


saw  crates  of  U.  S.  antitank  mines.  The 
brigade  also  found  a  handful  of  5-ton 
GMC  military  trucks,  Weber  says,  which 
had  fewer  than  5,000  miles  on  the  odom- 
eter, "cm  stopped  making  heavy  military 
trucks  in  1988,"  says  a  company  spokes- 
man, adding  that  he  doesn't  know  how 
Iraq  acquired  the  vehicles. 

Using  what  he  says  were  his  own 
camera  and  film,  Weber  photographed 
an  82nd  Airborne  engineer  pointing  to 
crates  of  artillery  fuses  made  by  Action 


CAPTURED  IRAQI  MUNITIONS  WAREHOUSE 
POST-DESERT  STORM:  ACTION  MFG.  SAYS 
THE  U.S.  GOVERNMENT  IS  ALMOST  THE 
ONLY  BUYER  OF  SUCH  FUSES 


Manufactuj'ing  Co.  in 
Philadelphia.  Arthur  J. 
Maltia,  senior  engi- 
neering vice-president 
at  Action,  says  the  company  didn't  sell 
fuses  to  Iraq  over  the  past  decade.  Al- 
most the  sole  buyer  for  the  type  of  Ac- 
tion fuses  stored  near  Nasiriya,  says 
Mattia:  the  U.  S.  government. 

No  one  has  accused  the  Bush  Adminis- 
tration of  directly  shipping  U.  S.  military 
weapons  to  Iraq.  But  the  military  does 
contradict  Bush's  assertion  that  no  U.  S. 
weapons  were  found  in  Iraq's  battlefield 
stores.  Says  a  spokesman  for  the  U.  S. 
Central  Command  at  MacDill  Air  Force 
Base  in  Florida;  "Our  records  do  show 
that  U.  S.  troops  found  such  military 
items.  During  the  Iran-Iraq  war,  tons  of 


Western  military  equipment  was  cap- 
tured by  Iraq.  Iraq  also  captured  U.S. 
military  items  from  Kuwait,  to  include 
Hawk  missiles  and  A4  Skyhawk  aircraft. 
Additionally,  a  large  variety  of  weapons 
which  are  available  on  the  world  market, 
to  include  rockets  and  munitions,  were 
found  in  various  locations." 

Indeed,  there's  little  doubt  the  weap- 
ons were  in  wide  use  throughout  Iraq. 
Weber's  story  is  corroborated  by  three 
other  veterans  of  the  conflict,  who  each 
served  in  separate  parts  of  Iraq  and  Ku- 
wait. Desert  Storm  vet  Jeffrey  W.  Asse- 
lin,  a  former  infantryman  with  the  82nd 
Airborne,  recalls  finding  boxes  of  U.  S.- 
made  81-mm  mortar  rounds  in  a  disabled 
Iraqi  supply  truck.  Some  of  the  boxes 
were  dated  September,  1988 — a  month 
after  Iraq's  cease-fire  with  Iran.  Two 
other  former  82nd  Airborne  soldiers  now 
living  near  Fort  Bragg,  N.  C,  say  they 
saw  many  other 
U.  S.  weapons,  in- 
cluding M-60  ma- 
chine guns  and  M-16 
rifles.  But  the  most 
disturbing  piece  of 
U.  S.  technology  in 
Iraqi  warehouses, 
says  one  former 
Army  engineer,  was 
electronic  circuit 
boards  for  Hawk 
missiles.  His  outfit 
was  given  the  task 
of  destroying  at 
least  12  tons  of  mu- 
nitions in  Iraq. 

The  whole  experi- 
ence has  left  Weber 
disillusioned.  In  his 
letter  to  Rose,  he 
wrote:  "I  don't  think 
we  really  changed 
anything  over  there. 
...  It  also  ticked  me 
off  immensely  to 
learn  that  U.  S.  com- 
panies sold  military 
hardware  to  Iraq." 
Also  disturbed  is  Representative  Hen- 
ry B.  Gonzalez  (D-Tex.),  who  has  spent 
more  than  two  years  trying  to  document 
an  alleged  White  House  attempt  to  cov- 
er up  the  role  played  by  the  U.  S.  in 
Iraq's  military  buildup.  On  Oct.  27, 
Gonzalez  told  the  Senate  Banking  Com- 
mittee that  the  Commerce  Dept.  ap- 
proved scores  of  licenses  for  U.  S.  tech- 
nology used  in  Iraq's  most  advanced 
weapons  projects — including  nuclear 
weapons. 

So  far,  Gonzalez  and  Rose  have  fo- 
cused their  investigations  on  those  high- 
tech arms.  But  with  the  revelation  that 
more  prosaic  U.  S.-made  munitions  fell 
into  the  hands  of  the  Iraqis,  a  new  front 
has  been  opened  in  Iraqgate. 

By  Michael  Schroeder  in  Washington 


BUSINESS  WEEK/NOVEMBER  9,  1992  41 


TRADE  I 


IS  WASHINGTON  GETTING  READY 
TO  GIVE  UP  ON  GATT? 


The  long  effort  to  forge  a  global  trade  pact  could  give  way  to  sanctions 


anv 


important  issues  hang  in 
I  lie  balance  in  the  Presidential 
election.  But  for  gourmands, 
the  most  critical  may  be  the  price  of  a 
bottle  of  Bordeaux.  The  U.  S.  and  the 
Europeans — particularly  the  French — 
have  been  at  odds  for  more  than  a  de- 
cade over  farm  subsidies.  After  the  vot- 
ers go  to  the  polls  on  Nov.  3,  it's  unlike- 
ly the  Bush  Administration  will  see 
much  point  in  {>ro- 
longing  the  agony. 
And  should  Presi- 
dent Bush  lose,  he 
need  no  longer  wor- 
ry about  the  ire  of 
American  consum- 
ers. That  means  he 
may  heed  a  four- 
yeai'-old  demand  by 
U.  S.  soybean  farm- 
ers angry  over  Euro- 
pean Community 
subsidies  and  impose 
100''  duties  on 
French  food  imports, 
among  them  wine, 
brandy,  cheese,  truf- 
fles, and  sausage. 

The  list  represents 
some  $800  million 
worth  of  annual  im- 
ports. And  it  could 
be  just  the  beginning 


on  subsidies.  So,  at  an  Oct.  27  campaign 
stop  in  Des  Moines,  Bush  proclaimed: 
"We  are  going  to  have  to  insist  that  if 
they  don't  open  up  these  markets — 
would  use  a  little  softer  term  than  retali- 
ate— but  we  are  going  to  have  to  insist 
on  our  rights." 

There  are  other  signs  that  the  U.  S.  is 
giving  up  hopes  that  the  (JATT  logjam 
will  be  broken.  Take  the  plight  of  the 


of  a  round  of  tit-for-tat  trade  retaliation. 
Such  may  be  the  denouement  of  an  ex- 
hausting seven-year  struggle  to  fashion 
a  worldwide  trade  pact.  The  Bush  White 
House  has  shown  near-infinite  patience 
with  the  negotiations,  held  under  the 
auspices  of  the  Geneva-based  General 
Agreement  on  Tariffs  &  Trade  ((;.\TT). 
Small  wonder  that  wags  dismiss  the  bur- 
gaining  as  the  Gentlemen's  Agreement 
to  Talk  &  Talk.  Under  two  successive 
Republican  Administrations,  the  White 
House  has  used  the  ongoing  bargaining 
as  an  excuse  to  turn  aside  pleas  for  help 
from  beleaguered  U.  S.  industries. 
RICE  RUCKUS.  The  Bush  Administration 
held  off  on  imposing  trade  sanctions  in 
hopes  that  the  soybean  dispute  and  doz- 
ens of  others  could  l)t  resolved  through 
the  multilateral  talks  But  Bush  is  b(jth 
losing  patience  and  i  eying  to  win  the 
votes  of  farmers,  wh  say  they  are  los- 
ing $1  billion  i  year  in  soybean  exports 
alone  because  of  l^urope's  intransigence 


U.  S.  rice  industry.  Twice,  in  1986  and 
1988,  the  White  House  turned  down  for- 
mal petitions  from  the  Rice  Millers' 
Assn.  to  force  open  the  closed  Japanese 
rice  market.  The  Reagan  Administration 
promised  instead  to  take  care  of  the 
[}roblem  in  the  Uruguay  Round,  as  the 
current  stage  of  GATT  talks  is  called. 

Now,  the  U.  S.  rice  industry,  which 
has  watched  its  share  of 
the  world  market  decline 
from  217'-  to  15.77-  in  just 
four  years,  is  crafting  a 
new  strategy  that  would 
target  .Japan,  Korea,  and 
the  European  Community 
for  retaliation  for  their 
closed  markets  and  mas- 
sive production  subsidies. 
"The  Europeans  and  the 
Japanese  are  playing  the 
same  hand — doing  exactly 
to  us  what  they  did  to  the 
U.  S.  soybean  industry," 


says  association  President  David  R 
Graves.  He  estimates  European  rice  sub 
sidies  at  $400  a  ton,  higher  even  than  the 
world  market  sales  price  of  $325  a  ton 
For  American  rice  growers,  there 
doesn't  even  appear  to  be  much  incen 
five  to  go  on  talking.  Tokyo  has  said  the 
latest  compromise  proposal  is  still  unsat 
isfactory,  even  though  it  would  give  im 
ports  just  3%  of  the  Japanese  market. 
SNIPING.  Europeans  have  threatenec 
counterretaliation  for  any  U.  S.  action  or 
soybeans.  And  the  French  have  dug  ir 
their  heels  on  the  trade  talks.  Presiden' 
Fran(;ois  Mitterrand's  shaky  Socialis' 
government  would  rather  not  anger  the 
powerful  French  farm  lobby  before  par 
liamentary  elections  next  March.  "If  the 
Americans  want  an  agreement,  thej 
have  to  make  new  offers,"  says  Agricul 
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TRADE  WAR 
CASUALTIES? 

European  products  tar- 
geted for  U.S.  retaliation 


CHEESE 


SAUSAGE 


PREPARED  FISH 


BRANDY 


MUSHROOMS  AND  TRUFFLES 


DATA  U  S 
TRADE  REPRESENTATIVE  S  OFFICE 


ture  Minister 
Pierre  Soisson. 

Still,  sniping 
more  likely  than 
all-out  trade  war 
The  White  House 
being  careful 
avoid  levying  dutie; 
on  European  fooe 
imports  that  do  no 
come  primarily  fron 
France,  such  as  olive 
oil  or  gin.  If  foot 
dragging  France 
hurt  the  worst 
carefully  targetec 
retaliatory  U.  S.  tai 
iffs,  Paris  may  hav 
difficulty  persuadin 
other  EC  members  b 
fire  the  next  shot  a 
Washington.  An 
other  EC  nations  ar 
tired  of  taking  th 
heat  for  the  French. 

If  the  trade  talks  don't  explode  in 
round  of  recriminations,  they  may  jus 
die  a  quiet  death  fairly  soon.  Withou 
new  congressional  action,  the  Whit 
House's  authority  to  conduct  the  negot 
ations  runs  out  on  Mar.  1.  While  Bi 
Clinton  has  endorsed  the  GATT  proces; 
it's  unlikely  that  he  would  place  contir 
ued  talks  at  the  top  of  h 
agenda. 

One  possible  scenario: 
face-saving  announce 
ment  of  an  agreement  i 
principle  with  details 
l)e  hammered  out  late 
long  a  i)loy  in  trade  neg( 
tiations.  And  then  brea 
out  the  champagne- 
French,  of  course. 

Bi/  Paul  Magnusson  i 
Washington,  with  Bi 
Javetski  in  Paris  an 
Patrick  Ostcr  in  Brussels 
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INGLETON  AND  HER  SONS  IN  THEIR  NEW  HOME:  AN  ALL-TOO-RARE  SUCCESS  STORY 


NO  CREDIT  DOESN'T  NECESSARILY 
MEAN  BAD  CREDIT' 


Dragged  into  making  low-income  loans,  some  banks  find  it  profitable 


Elmira  Singleton  struggled  for  most 
of  a  decade  to  buy  tier  own  home. 
The  41-year-old  mother  of  two,  who 
ai'iis  a  modest  living  as  a  Philadelphia 
•akory  clerk,  tried  sheriffs  auctions  and 
:overnment  sales  of  abandoned  proper- 
ies.  She  even  spent  $85  for  a  worthless 
how  to"  book  pitched  on  late-night  TV. 
>ut  on  July  14,  Singleton's  dream  be- 
ame  reality  when  she  moved  into  a 
24,500,  two-bedroom  row  house  in 
outh  Philadelphia,  financed  by  a  Fideli- 
^  Bank  program.  "They  gave  me  a 
hance  when  nobody  else  did,"  she  says. 
Singleton  remains  a  too-rare  success 
tory.  A  Federal  Reserve  study,  released 
n  Oct.  27,  shows  the  nation's  banks  still 
0  a  dismal  job  of  mortgage  lending  to 
)w-income  minority  borrowers.  It  found 
lat,  all  else  equal,  blacks  and  Hispanics 
re  far  more  likely  to  be  rejected  for 
lortgages  than  whites  (chart). 
EW  NICHE.  That's  hard- 
j  news.  Yet  there  are 
igns  that  some  banks 
lay  be  making  a  bit  of 
rogress.  While  demand 
)r  conventional  mort- 
ages  ran  flat  in  1991, 
pplications  from  low- 
icome  individuals  shot 
p  457^.  Much  of  that 
irge  may  be  due  to 
lunging  interest  rates, 
ut  some  experts  feel  it 


could  represent  a  payoff  of  work  by 
some  banks  to  provide  mortgages,  as 
well  as  other  loans  and  services,  to  low- 
income  individuals. 

Banks  surely  didn't  go  rushing  after 
minority  business  on  their  own.  Many 
grudgingly  offered  services  to  low-in- 
come customers  only  after  activists  in- 
voked the  Community  Reinvestment  Act 
to  block  banks'  plans  to  merge  or  ex- 
pand. The  law  requires  banks  to  plow 
money  back  into  the  communities  where 
they  do  business.  Over  the  past  decade, 
criA  protests  have  yielded  $10  billion  in 
inner-city  lending,  according  to  Washing- 
ton's Center  for  Community  Change. 

Although  they  may  have  been 
dragged  into  the  l)usiness  kicking  and 
screaming,  many  banks  admit  they've 
stumbled  upon  a  new — and  modestly 
profitable — niche  in  tailoring  traditional 
services  to  meet  the  needs  of  low-income 


RACISM  PERSISTS  WHEN  YOU  APPLY  FOR  A  MORTGAGE 

PERCENTAGE  OF  ETHNiC  GROUPS  DENIED  BANK  MORTGAGES  IN  1991 
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residents.  To  get  into  these  markets, 
banks  often  enlist  the  services  of  the 
very  community  activists  they  "had  been 
fighting.  Philadelphia's  Fidelity,  for  ex- 
ample, works  with  the  Association  of 
Community  Organizations  for  Reform 
Now  (ACORN).  In  several  cities,  churches 
and  community  groups  screen  potential 
borrowers,  then  help  them  make  applica- 
tions. If  homeowners  fall  behind  on  pay- 
ments, the  groups  help  them  rearrange 
their  finances  to  catch  up.  Community 
groups  "are  helping  bankers  relate  to  a 
part  of  the  universe  they  don't  feel  com- 
fortable in,"  says  Allen  J.  Fishbein  of 
the  Center  for  Community  Change. 
PAYOFF.  In  many  instances,  activists 
have  had  to'  persuade  banks  to  alter 
their  lending  standards  to  accommodate 
low-income  borrowers.  Since  relatively 
few  inner-city  residents  have  cars, 
charge  cards,  or  even  checking  accounts, 
many  have  no  credit  records.  In  Philadel- 
phia, ACORN  persuaded  Continental  Bank 
to  apply  such  alternative  tests  as  how 
well  applicants  paid  their  rent  and  utility 
bills.  Continental  also  agreed  to  waive 
an  employment  standard — two  years  at 
the  same  job — and  simply  ask  whether 
the  applicant  was  continuously  employed 
for  at  least  three  years.  Notes  Continen- 
tal Senior  Vice-President  Ralph  F.  Desi- 
derio:  "We've  come  to  understand  that 
the  poor  have  different  income  streams 
— and  that  no  credit  doesn't  necessarily 
mean  bad  credit." 

At  most  banks,  the  new  business  is 
paying  off:  Out  of  150  low-income  mort- 
gages Continental  has  written,  none  has 
defaulted  and  only  three  are  more  than 
60  days  past  due.  Managers  at  Hunting- 
ton National  Bank  in  Columbus,  Ohio, 
expect  that  the  265  mortgages  they've 
written  will  be  just  as  profitable  as  other 
home  loans,  even  though  they  waive 
most  lending  fees. 

To  boost  its  return,  Huntington 
doesn't  take  out  private  mortgage  insur- 
ance for  possible  losses.  Instead,  it 
hopes  housing  values  will  spurt  enough 
to  allow  it  to  sell  the  mortgages  into  the 
secondary  market — while  retaining  a 
tidy  servicing  fee.  "There  are  ways  of 
pricing  these  markets  that  make  sense," 
says  Donald  E.  Walters,  senior  vice-pres- 
ident at  Huntington. 
Nationally,  these  outreach  efforts  re- 
main the  exception.  And 
critics  still  are  pushing 
banks  to  live  up  to  their 
Community  Reinvest- 
ment Act  duties.  But  if 
banks  figure  there's 
money  in  these  mar- 
kets, self-interest  may 
make  the  banks  better 
citizens  than  regula- 
tions ever  have. 

By    Dean    Fousf  in 
Washington 
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STRATEGIES  I 


BORDEN  FACES  FACTS: 

IT'S  TIME  TO  SHED  THE  FLAB 


With  2,800  snack  products  alone,  a  makeover  is  overdue 


A few  weeks  back,  when  Borden 
Inc.  invited  analysts  to  St.  Louis 
to  show  off  its  new  $50  million 
pasta  plant — North  America's  larjjest — 
it  was  a  prime  opportunity  for  Chief  Ex- 
ecutive Officer  Anthony  S.  D'Amato  to 
trumpet  the  successes  of  his  first  10 
months  on  the  job.  In  addition  to  open- 
ing the  pasta  "hyperplant,"  where  300 
workers  produce  250  million  pounds  i>f 
noodles  a  year,  D'Amato  had 
expanded  Borden's  interna- 
tional operations  while  slash- 
ing the  size  of  its  troubled 
dairy  business  by  30'/'. 

But  instead  of  gloating, 
D'Amato  was  all  humility. 
Borden's  poor  performance  in 
the  fierce  price  wars  in  pro- 
ces.sed  cheese,  snacks,  and 
dairy  products  forced  him  to 
deliver  a  sobering  recitation 
of  all  that  ails  Borden:  inef- 
fective marketing,  anemic 
earnings,  slipping  sales,  and 
evaporating  market  share. 
Borden,  D'Amato  said,  is  "a 
fragmented,  out-of-date  orga- 
nization that  is  not  up  to  the 
increasing  pressures  of  to- 
day's economy." 

On  Oct.  28,  D'Amato  took 
action.  He  announced  a  com- 
plete overhaul  of  the  compa- 
ny. In  coming  months,  10 
plants  will  close,  3,000  employees  will  be 
slashed  from  the  jjayroll,  four  food  divi- 
sions will  fold  into  one,  and  parts  of 
Borden's  sickly  snack  operation  will  get 
the  ax.  This  comes  just  after  it  already 
spent  three  years  cutting  53  other  plants 
an<l  (j.lOO  workers. 

CRUNCHY  STUFF.  D'Amalo's  makeover 
promises  to  be  costly.  Borden  took  a 
$()42  million  pretax  restructuring  charge, 
resulting  in  a  third-quarter  loss  of  $377 
million.  The  charge,  an  accounting 
change,  and  subpar  performances  in 
most  divisions  added  up  to  a  $468  million 
loss  in  the  first  nine  months  of  1992, 
compared  with  a  $252  million  profit  in 
the  same  period  a  year  ago.  In  supposed- 
ly recession-resistant  businesses,  Borden 
now  hasn't  posted  a  gain  in  quarterly 
earnings  since  1990's  fourth  quarter. 

D'Amato  stresses  that  the  restructur- 
ing's objective  is  not  meant  to  reduce 
overhead  alone.  That's  what  Borden's 


1989  revamping  aimed  to  do.  Rather,  he 
intends  to  transform  the  way  Borden 
brings  its  myriad  products,  ranging 
from  industrial  resins  to  Cracker  Jack, 
to  market.  The  company  will  discard 
marginal  brands  and  redesign  the  pack- 
aging for  all  the  remaining  products. 
The  logo,  with  its  "If  it's  Borden,  it's  got 
to  be  good"  inscription,  also  will  be  add- 
ed to  all  products.  And  its  long-out-to- 


D'AMATO:  BORDEN  IS 


'FRACMENTED"  AND  "OUT-OF-DATE" 


pasture  spokescow,  Elsie,  will  be 
brought  back  to  hawk  dairy  products. 
"It  is  a  solution,  a  necessary  solution, 
but  it  shows  you  the  weakness  of  the 
company,"  says  Goldman,  Sachs  &  Co. 
analyst  Nomi  Ghez. 

For  the  past  few  years,  Borden  has 
been  under  siege,  losing  market  share  to 
PepsiCo  Inc.'s  Frito-Lay  and  Anheuser- 
Busch  Cos.'  Eagle  Snacks  in  snack  foods 
and  to  the  Kraft  General  Foods  division 
of  Philip  Morris  Cos.  in  processed 
cheese.  Increases  in  food  prices  of  just 


Soon:  10  plants  close, 
3,000  employees  exit,  four 

food  divisions  unite, 
and  many  snacks  get  the  ax 


17'  this  year — the  smallest  hike  in  25 
years — give  Borden  no  breathing  room. 

Borden's  woes  spring  largely  from  the 
rush  of  acquisitions  it  made  in  the  late 
1980s.  Founded  in  1856  as  a  purveyor  of 
condensed  milk,  by  1985  Borden  had 
evolved  into  a  large  chemical  company 
with  an  eclectic  mix  of  niche  grocery 
items  and  a  sizable  dairy  operation. 
Then,  under  the  stewardship  of  former 
CEO  Romeo  J.  Ventres,  Borden  began 
snapping  up  scores  of  regional  snark- 
food  and  pasta  makers  around  the  coun- 
try. Between  1986  and  1991,  Borden 
spent  $1.9  billion  on  91  acquisitions. 
NOODLING   AROUND.  Unfortunately, 
Ventres  failed  to  integrate  Borden's  new 
subsidiaries  into  a  single,  cohesive  net 
work.  Instead,  he  maintained  regional 
brands.  The  acquisitions  were  intend' 
to  turn  Borden  into  a  nation n 
powerhouse    in  package 
goods.   D'Amato  says  tin 
strategy  worked  in  pasta 
where  Borden  boasts  the  n.i 
tional  brand  Creamette  an(  I  :^  I 
regional    brands.    But  n 
snacks,  Borden  never  gni 
around  to  integrating  its  a 
products.  As  one  top  exei  u 
five  of  a  major  supermail 
chain  puts  it:  "It's  really  dM 
cult  to  understand  what  im 
ness  Borden  is  in  today  wh'  i 
you  look  at  the  number  n 
items  they  have."  A  distan 
second  to  Frito-Lay  in  snack 
Borden   has  2,800  items  <■ 
varying  sizes  and  flavors  u 
North  A.merica.  Frito-Lay  lia. 
only  445. 

None  of  this  is  any  surpi-i  > 
to  D'Amato,  who  pledges  i. 
cut  the  number  of  snai  I 
items  by  at  least  half.  For  tin 


future,  D'Amato  has  high  expectatinn 
for  growth  in  domestic  pasta  and  intei 
national  grocery  products,  as  well  m  : 
national  Borden-brand  snack  line  tl;a 
will  be  launched  next  year.  His  candoi'  i 
already  winning  plaudits  from  analyst - 
"I  knew  Borden  had  problems.  I  didii 
know  they  had  this  many  problen!>. 
says  John  McMillin,  an  analyst  at  Pia 
dential  Securities  Inc. 

Wall  Street  analysts  still  insist  tlia 
Borden  must  shed  a  division  or  twn 
either  snacks  or  the  profitable  but  |m 
ripheral  packaging-and-industrial  di\ 
sion.  D'Amato  avers  that  he  has  n 
plans  to  sell  anything  right  now — wlnl 
refusing  to  rule  out  an  eventual  sale  i 
the  snack  division.  Instead,  he  maintain 
that  his  strategy  will  put  Borden  bai 
on  track  by  next  year.  But  even  wit 
Elsie  back  in  the  fold,  Borden  may  n< 
be  able  to  afford  any  sacred  cows. 
B)/  Elizabeth  A.  Leshj  in  New 
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**I^D  HAVE  TO  GO    ^  ^^^^  '^^'^ 

Qfl  VE  ARC  UnTUflllT  '^^^^^  without  missing 

iJiJom^  ^       ^^^^ '     ^°  ^^^^^ 

IfHuuINU  A  rll  1 1    I  haven't  gone  off  the  deep  end. 

"I'm  just  making  a  point  about  the  unbelievably  high  quality 
standards  that  Motorola  Cellular  sets  for  itself. 

"The  fact  is,  they're  among  the  highest  in  the  world, 

"And  since  Motorola  cellular  phones  are  made  so  well  it 
should  come  as  no  surprise  that  they're  the  world's  best  sellers,  de- 
livering the  kind  of  customer  satisfaction  nobody  else  can  match. 

"Motorola.  It's  an  American  com- 
pany setting  standards  of  quality 
the  whole  world  can  shoot  for. 

"Something  that  gets  a 
big  thumbs  up  from  me!' 


TO  HIT  THE 
qpiTY  STANDARDS 
MinOROLA  SETS  FOR  ITS 
CELLULAR  PHONES." 


M)  MOTOROLA 

Cellular  Telephones 


®  and  Motorola  are  trademarks  ol  Motorola,  Inc.,  ©  1992  Motorola,  Inc,  1-800-331-6456 


Technology  that  can  take  it 


AUTOS I 


VITULLI  WITH  THE  '93  RX-7:  "THIS  WAS  NOT  THE  TIME"  FOR  THE  AMATI 


THE  LUXURY  MAZDA 
JUST  COULDN'T  AFFORD 


With  sales  off  at  home,  it  couldn't  gamble  on  the  Amati  in  the  U.S. 


So  much  for  Japan's  vauntefl  loiifj'- 
term  thinkinj^.  Just  14  months 
■d^o,  Mazda  Motor  Corp.  an- 
nounced with  great  fanfare  that  it  would 
enter  America's  luxury-car  market  with 
two  pricey  bifi  sedans,  a  chain  of  deal- 
ers, and  a  new  brand  name,  Amati.  Then 
reality  set  in.  On  Oct.  26,  at  a  hastily 
called  news  conference  in  hometown  Hi- 
roshima, Mazda  declared  that  it  had 
changed  its  mind. 

The  surprise  announcement  is  the 
clearest  indication  yet  that  a  slack  world 
economy,  along  with  rising  costs  and  a 
sickly  home  market,  have  undermined 
the  resolve  of  Japanese  carmakers.  Maz- 
da is  in  an  especially  precarious  position. 
While  the  company's  passenger-car  sales 
in  the  U.  S.  have  held  steady,  its  sales  in 
Japan  have  plunged  Ifi'A  in  the  first  half 
of  its  current  fiscal  year.  That  has 
forced  Mazda  to  slash  its  profit  projec- 
tions for  the  full  year,  which  ends  Mar. 
31,  1993,  to  $29  million— a  62'/  drop.  An- 
alyst Steve  Usher  of  Kleinwort  Benson 
International  in  Tokyo  goes  further,  pre- 
dicting a  loss  of  nearly  $68  million. 
SPENDING  SPREE.  The  financial  strain 
was  too  great  to  continue  development 
of  the  costly  new  flagship  car  and  the 
new  U.  S.  dealer  network.  "Regardless 
of  the  product,  it  was  beginning  to  look 
like  Mazda  wasn't  going  to  have  the 
cash  to  convince  the  public  to  come  take 
a  look  at  it,"  says  Lewis  M.  Webb,  presi- 


dent of  Webb  Automotive  Group  in  Cer- 
ritos,  Calif.  Webb  is  one  of  82  U.  S.  and 
Canadian  car  dealers  that  won't  get  the 
Amati  franchises  they  had  signed  up  for. 

Mazda  would  have  had  to  spend  as 
much  as  $500  million  over  the  next  sev- 
eral years  subsidizing  its  new  Amati 
dealers  and  launching  the  cars  with  an 
advertising  blitz,  estimates  William  R. 
Bruce,  general  manager  of  Nissan  Mo- 
tor Co.'s  three-year-old  Infiniti  luxury- 
car  flivision.  Development  costs  might 
have  added  $880  million  more.  "With  es- 
tablished competitors 
like  Infiniti  and  Lexus, 
and  with  the  contin- 
ued weak  economic 
environment,"  Bruce 
notes,  "the  challenges 
would  have  been  more 
difficult  than  they 
ever  imagined." 

Clark  J.  Vitulli, 
chief  operating  officer 
of  Mazda  Motor  of 
America  Inc.,  admits 
as  much.  "Sure,  we 
could  have  made  a  go 
of  it  in  different  times, 
in  a  different  econo- 
my. But  it  became 
painfully  obvious  that 
this  was  not  the  time." 
Even  without  Amati, 
Mazda  has  spread  it- 
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WHILE  MAZDA'S 
SALES  STALL... 


CONSOLIDATED  WORLDWIDE  SALES 

n 
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▲  BILLIONS  OF  OOlURS  EST. 

...PROFITS  TAKE  A  DIVE 


CONSOLIDATED 
—  WORLDWIDE  - 
NET  PROFITS 

r- 

EST, 


▲  MILLIONS  OF  DOLU\RS 

FISCAL  YEARS  ENDING  MAR.  31 
DATA:  COMPANY  REPORTS,  KLEINWORT  BENSON  INTERNATIONAL 


self  pretty  thin.  It  has  been  spending 
a  $1  billion-a-year  clip  at  home  for 
l)ast  three  years  in  an  effort  to  beco 
Japan's  No.  8  carmaker,  behind  Toy 
and  Nissan  and  ahead  of  Honda  and  5 
subishi.  It  has  doubled  the  number 
Mazda  showrooms  by  expanding  fr 
three  to  five  distribution  channels  i 
has  poured  money  into  developing  n 
cars  to  fill  them.  Over  the  past 
months,  it  has  launched  11  new  m 
els — ^just  in  time  for  the  market  to  ta 
Concedes  Makoto  Miyaji,  executive  v: 
president:  "Our  timing  was  off." 

Mazda  also  gambled  $500  million  o: 
new  flexible  assembly  line  at  its  H( 
plant,  where  the  luxury  cars,  among  c 
ers,  were  to  be  built.  Production  star 
in  February,  but  sluggish  sales  fon 
Mazda  to  throttle  back  from  two  shi 
to  one.  The  line  is  now  operating  at  o 
thii'd  cai^acity. 

FORD  INJECTION.  Mazda's  financial  tr 
bles  have  sparked  repeated  rumors  t 
Ford  Motor  Co.  would  raise  its  2 
stake  in  the  company.  This  summ 
Ford  injected  $880  million  into  its  Ja 
nese  ally  by  buying  half  of  Mazda's  F 
Rock  (Mich.)  plant.  And  it  increased 
equity  in  Mazda's  Autorama,  a  distri 
tor  tiiat  sells  some  75,000  Ford-badj 
cars  a  year  in  Japan.  But  Ford  is  unli 
ly  to  invest  more  in  Mazda  itself. 
Mazda  gets  into  trouble,  we  will  h 
them  ourselves,"  says  Sotoo  Tatsu 
president  of  Sumitomo  Bank  Ltd. 

Sumitomo  has  helped  liefore.  It  er 
neered  the  Foi-d  deal  in  1979  to  bail  M 
da  out  of  an  earlier  financial  crur 
when  the  connpany's  innovative  but  g 
guzzling  rotary  engine  ran  into  the  en 
gy  crisis.  And  the  bankers  clearly  m 
out  on  Amati.  Says  Tatsumi:  "We  t 
agreed  with  the  idea  from  the  start.'' 
So  did  most  analysts.  "Mazda  hadi 
business  opening  a  luxury  channe 
says  Usher.  To 
l)ack  on  track, 
says,  Mazda 
needs  to  scale  backj 
Japanese  expansit 
One  possibility  wc 
be  to  merge  the 
newest  dealer 
works:  Eunos,  b' 
around  the  Mi'i 
roadster  and  the  R]il 
and  Autozam,  tarjit 
ing  young  won-i 
with  minicars  and  cl-i 
showrooms.  Say;! 
sayonara  to  An;t 
may  have  been  [w 
easiest  cut.  Alonfii 
may  not  be  enougl 
By  Larry  Armstronii 
Los  Angeles  and  Ktf> 
Lowry  Miller  in  Toff' 
 ^  b 


Eruption  of  Kilauea  volcano  on  Hawaii 

^*When  you^re  working 
on  a  volcano,  your  equipment 
and  wits  can^t  fail  you/^ 

— Dr  Michael  Garcia 

Earthquakes  rock  the  black,  rippled 
terrain.  Fire  fountains  explode  from  the 
mountain's  side.  Iridescent  orange  lava,  as 
hot  as  2100°  F,  sweeps  down  the  volcano's 
flanks  in  thin  sheets  and  swift  rivers. 
The  air  is  filled  with  the  roar  of  molten 
rock  slamming  against  a  crater  wall. 
It  rains  pumice. 

This  is  Kilauea,  which  ascends 
majestically  from  the  floor  of  the 
Pacific  and  disgorges 
a  continuous 
stream  of  lava 
that  can  fill  a 
large  stadium  in 
less  than  a  day. 
Professor  Michael  Garcia 
has  devoted  his  career 
to  exploring  the  mys- 
teries of  volcanoes, 
particularly  Kilauea, 


one  of  the  most  active  in 
the  world. "It's  the  premier 
place  to  study  how  volcanoes 
work,"  he  said. 

Dr.  Garcia  has  been 
gathering  data  on  Kilauea 
since  1978.  When  he  is 
not  in  the  lab  conducting 
chemical  analyses  of 
lava,  Garcia  is  in  the  field, 
measuring  intervals  between 
fire -fountain  pulses  and 
plucking  samples  from  lava 
rivers.  He  believes  that  a 
keener  understanding  of 
the  volcano  and  its  internal 
structure  can  help  scientists 


Dr.  Michael  Garcia 


Magma  conduits  inside  Kilauea 

better  anticipate  eruptions. 
Working  in  such  a  hostile 
environment,  Garcia  must  rely 
on  his  experience,  instinct  and 
equipment.  "You  have  to  respect 
Kilauea's  might  especially  when 
you  feel  it  rumbling  beneath 
your  feet,"  he  said.  Demanding 
the  highest  standards  from  his 
instruments.  Dr.  Garcia  insists 
that  they  be  rugged  and  reliable. 
It's  little  wonder  that  he  has 
chosen  a  Rolex  Oyster     ^ ,  ^ 
Perpetual  as  '^1^' 

ROLEX 


his  timepiece. 


Rolex  Oyster  Perpetual  Date  Chronometer  in  stainless  steel  with  matching  Oyster  bracelet. 
Write  for  brochure.  Rolex  Watch  U.S.A.,  Inc.,  Dept.  677,  Rolex  Building.  665  Fifth  Avenue,  New  York.  N.Y  10022-5383. 

Rolex.  #,  Oyster  Perpetual  and  Oyster  are  trademarks 


TELEVISION  I 


WILL  NBC  MEAN 
'NABBED  BY  COS'? 


Bill  Cosby  may  be  seeking 
partners  in  liis  bid  for  the  network 


For  much  of  the  1980s,  NBC's  success 
could  be  summed  up  in  one  word: 
Cosby.  Bill  Cosby's  phenomenally 
[Kjpular  TV  series  propelled  the  network 
to  the  top  of  the  Nielsen  ratings.  Now, 
after  plumping  up  the  peacock,  Cosby 
wants  to  buy  it  lock,  stock,  and  barrel. 

In  a  move  that  has  surprised  and  in- 
trigued media  mavens,  the  entertainer 
has  taken  the  first  steps  toward  acquir- 
ing National  Broadcasting  Co.  from 
owner  General  Electric  Co.  Cosby  hasn't 
made  a  formal  offer  to  GE.  But  his  talent 
agency,  William  Morris  Agency  Inc.,  in- 
formed NHC  President  Robert  C.  Wright 
of  Cosby's  intentions  on  Oct.  23.  Wright 
insisted  the  network  is  not  for  sale,  ac- 
cording to  Norman  Brokaw,  chairman  of 
William  Morris.  But  the  two  spoke  again 
by  phone  on  Oct.  28.  And  Cosby's  law- 
yer, Herbert  H.  Chaice,  says  he  and  Bro- 
kaw are  lining  up  bankers  to  advise 
them  on  a  possible  bid.  Executives  at 
NBC  and  CE  declined  to  comment.  Cosby 
himself  also  was  unavailable. 

Cosby  is  only  the  latest  in  a  parade  of 
Hollywood  honchos  who  are  said  to  be 
interested  in  NBC.  Others  frequently 
mentioned  are  Barry  Diller,  former 
chairman  of  Fox  Broadcasting  Co.,  and 
Martin  S.  Davis,  chairman  of  Paramount 
Communications  Inc.  But  these  potential 
suitors  have  steadfastlv  declined  to  com- 


INSURANCEI 


A  CLOUD 
OVER  XEROX 


Andrew  and  Iniki  clobbered  its 
insurance  unit  and  clipped  profits 


Xerox  Corp.  faced  catcalls  on  Wall 
Street  10  years  ago  for  aggres- 
sively buying  up  financial-ser- 
vices c(jmpanies.  But  by  1986,  its  mix  of 
insurance,  mutual  funds,  and  real  estate 
businesses  contributed  nearly  half  of 
Xerox's  profits,  a  nice  balance  to  the 
office-machine  business,  which  was  tak- 
ing a  pounding  from  the  Japanese. 

Now,  the  investment  community  is 
carping  again.  On  Oct.  27,  Xerox  report- 
ed third-cjuarter  results  below  analysts' 


ment.  Cosby,  on  the  other 
hand,  has  taken  his  quest 
public  even  before  lining 
up  jjartners  or  financing. 

That  has  prompted 
speculation  on  both 
coasts  that  Cosby  is  try- 
ing to  rally  partners  to 
join  him  in  a  bid.  Brokaw 
points  out  that  Diller  is  a 
friend  of  Cosby.  And 
Cosby  recently  signed  a 
multiyear  film  and  TV  de- 
velopment deal  with  Par- 
amount. "Bill  would  prob- 
ably want  to  bring  in 
some  of  his  close 
friends,"  says  Brokaw. 
SWOON.  Media  analysts 
say  that  even  if  GE  is  will- 
ing to  sell,  Cosby  couldn't 
pull  off  a  deal  by  himself. 
The  Cosby  Show  did 
make  its  55-year-old  star 
one  of  the  richest  men  in 
Hollywood.  His  share  of 
the  show's  syndication 
profits  alone  is  estimated 
at  $300  million.  But  GE 
values  NBC  Inc. — which 
comprises  the  network, 
its  owned-and-operated 
TV  stations,  and  cable 
propertie,s — at  almost  $4  billion.  Any 
buyer  would  probably  have  to  ante  up 
$2.5  billion  just  for  the  core  network  and 
its  TV  stations,  says  Nicholas  Heymann, 
an  analyst  at  County  NatWest  Securities 
who  watches  GE. 

Some  observers  wonder  why  Cosby 
would  want  NBC  to  begin  with.  After  all, 
the  network  began  a  long  swoon  last 
season  as  hit  series  such  as  Cheers  and 
Cosby  grew  old  or  left  its  prime-time 


COSBY  IN  NEW  YORK:  LINING 
UP  BANKERS  TO  ADVISE  HIM 


expectations  as  problems  at  its  Crum  & 
Forster  Inc.  insurance  unit  offset  steady 
growth  in  sales  of  new  copiers  and  laser 
printers.  Xerox  earned  $135  million,  an 
\\7<'  gain  over  the  comparable  1991  peri- 
od, on  a  AM'  gain  in  sales,  to  $4.5  billion. 
ON  THE  BLOCK?  Xerox  said  it  was  putting 
$444  million  of  new  capital  into  Crum  & 
Forster  to  shore  up  a  balance  sheet  bat- 
tered by  losses  from  Hurricanes  Andrew 
and  Iniki.  The  money  is  coming  from 
capital  gains  from  the  insurer's  bond 
portfolio.  But  Xerox  warned  that  prob- 
lems might  continue  to  plague  Crum  & 
Forster  in  the  fourth  quarter.  That  un- 
certainty, plus  the  potential  for  further 
restructuring  in  the  financial-services 
business,  led  Moody's  Investors  Service 
to  downgrade  the  rating  of  a  Crum  & 
Forster  subsidiary  and  place  under  re- 
view some  $6  billion  of  Xerox  debt. 

Xerox  may  be  cleaning  up  Crum  & 
Forster's  bond  portfolio  to  make  a  sale 


schedule  altogether.  NBi 
trails  CBS  and  .\BC  in  th^! 
ratings  so  far  this  sea 
son.  Heymann  estimate! 
NBC  Inc.  will  make  $24 
million  in  1992,  but  th 
core  network  could  Ids 
$20  million.  "Why  woul^ 
anybody  want  to  ns 
their  money   on  thai'.' 
asks  one  prominent  uk 
dia  investment  banker. 

Brokaw  says  Cosl> 
wants  to  make  NBc 
home  for  innovative  pr( 
gramming,  though  he  i 
vague  on  the  details.  Ii 
deed,  some  observer 
think  Cosby's  creativ 
juices  could  jolt  NBC  ou 
of  its  torpor.  "This  gu 
knows  sitcoms,  and  h 
knows  game  shows, 
says  Heymann.  "If  h 
could  convince  peopl 
that  he  is  the  progran 
ming  part  of  the  eqii; 
tion,  maybe  he  could  liii 
up  financing."  Even  si 
former  NBC  Chairma 
Grant  A.  Tinker  says 
deal  only  makes  .sense  i 
Cosby  recruits  top  niai 
agers  to  handle  the  network's  day-to-da 
operations.  Tinker  says  he  needs  "8  n 
10  guys  running  it  so  he  can  take  tim 
off  to  do  Atlantic  City." 

Cosby's  proposal  is  certainly  a  lo'i 
shot.  But  there's  at  least  one  reason  t 
think  that  TV's  richest  performer  migl 
be  in  a  gambling  mood:  His  new  gam 
show  is  called  You  Bet  Your  Life. 

By  Mark  Landler  in  Neiv  York,  wit 
Ronald  Grocer  in  Los  Angeles 


of  the  unit  more  attractive.  While  Xero 
officials  would  not  comment  on  that  po: 
sibility,  the  company  has  been  aggre; 
sively  casting  off  its  financial-service 
units.  In  early  October,  it  announced  th 
sale  of  its  Van  Kampen  Merritt  Co 
money  management  operation  to  Cla; 
ton  Dubilier  &  Rice  for  $360  million.  X 
rox  will  realize  about  $100  million  on  th 
sale,  expected  to  close  early  next  yea 
In  1991,  Xerox  pared  $1.4  billion  more 
financial-services  businesses. 

Shedding  the  insurance  operatic 
would  allow  Xerox  to  focus  on  its  moi 
profitable  office-automation  busines 
Although  financial  services  contribute 
one-third  of  Xerox's  1991  revenues  ( 
$13.8  billion,  they  accounted  for  only  3' 
of  profits.  And  Xerox  is  gaining  goo 
notices  for  its  new  business  machine 
based  on  digital  technology.  They  migl 
win  some  applause  on  Wall  Street,  toe 
By  Tim  Smart  in  New  Have 
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What's  new  at 
L.L.Bean? 


Hundreds  of  new  gift 
ideas.  You'll  find  a  special 
L.L.Bean  gift  for  every- 
one wfio  enjoys  the 
outdoors,  from  hard- 
to-please  teens  to 
grandparents  who 
have  everything. 


What  isn't? 


The  value,  quality  and  service  you've  come  to  expect. 
For  80  years,  we've  been  helping  our  customers  give  Christmas 
memories  that  last.  For  your  free  Christmas  catalog,  just  send  us 
this  coupon  or  call  1-800-543-9072. 


P — — -  L.L#Beari'- — — -| 

□  Please  send  me  my  free  catalogs. 


Name_ 


Address. 
City  


Apt. 


State- 


Zip_ 


I  


L.L.Bean,  Inc. 
Casco  St.,  Freeport,  ME  04033 


4235710 


CASINOS  I 


WILL  THE  CASINO 
COME  MARCHIN'  IN? 


Lawsuits  aiid  other  problems  threaten  New  Orleans'  mammoth  project 


Lnissez  les  bons  temps  rouler — let 
the  j^ood  times  roll.  Few  cities  do 
that  better  than  New  Orleans, 
wheiv  the  historic  French  Quarter  pro- 
vides the  backdrop  for  good  jazz,  spicy 
food,  and  risque  fun.  Now,  the  Big  Easy 
wants  to  add  casino  gambling  to  the  am- 
bience. But  even  as  Mayor  Sidney  Bar- 
thelemy  prepares  to  choose  a  bidder  for 
the  city-owned  casino  site,  lawsuits  and 
other  |)rol)lems  threaten  to  delay  or 
block  construction  of  what  could  be  the 
world's  largest  casino. 

The  stakes  are  high  for  the  four 
teams  bidding  on  the  project  (table), 
which  could  produce  up  to  $20  million  a 
year  in  profits.  Impoverished  New  Or- 
leans has  plenty  riding  on  the  deal,  too. 
Hit  by  the  collapsing  oil  industry  in  the 
1980s,  the  city  has  struggled  for  years 
with  budget  deficits.  The  casino  project 
is  expected  to  generate  at  least  $30  mil- 
lion a  year  in  revenue  for  the  city  and 
create  up  to  12,000  permanent  jobs.  "It's 
the  only  thing  we  have  left  to  stimulate 
the  economy,"  says  Barthelemy. 
HURDLES.  But  the  jackpot  could  still 
elude  the  mayor.  Opponents  have  filed 
two  separate  lawsuits  challenging  the 
constitutionality  of  the  casino,  which 
was  approved  by  the  legislature  in  June. 
Casino  foes  say  the  constitution  requires 
the  state  to  "define  and  suppress  gam- 
bling." The  legal  showdown,  which 


should  be  resolved  in  the  state  supreme 
court  by  yearend,  could  also  threaten 
Louisiana's  numerous  other  gambling 
Outlets — from  horse  racing  to  video  pok- 
er. Plus,  riverboat  casino  gambling  is 
expected  to  get  under  way  in  1994. 

Legislators  have  tried  to  get  around 
the  constitutional  language  by  defining 
these  activities  as  "gaming"  instead  of 
gambling.  "Until  the  legislature  says 
something  is  gambling,  it's  not,"  con- 
tends the  state's  attorney,  Leon  Gary  Jr. 
Still,  the  lawsuits  can't  be  dismissed.  "I 
don't  think  any  casino  operator  will  go 
forward  with  trying  to  build  a  casino 
until  this  is  resolved,"  says  C.  B.  Forgot- 
ston  Jr.,  a  spokesman  for  the  plaintiffs 
in  one  of  the  lawsuits. 

Those  vying  for  the  right  to  own  and 
operate  the  casino  face  other  hurdles. 
Just  consider  the  convoluted  bidding  pro- 
cess. State  law  says  New  Orleans  may 
have  only  one  casino,  to  be  located  at  the 
Rivergate,  a  little-used  convention  com- 
plex just  outside  the  French  Quarter. 
Since  the  city  owns  the  property,  Barthe- 
lemy is  set  to  choose  a  leaseholder  on 
Nov.  5.  But  the  state  will  separately  .se- 
lect and  regulate  the  casino's  operator. 
Thus  it's  possible  that  the  city  and  state 
could  award  the  contracts  to  two  differ- 
ent groups.  "We  all  wish  this  was  done  a 
little  more  cleanly,"  says  Philip  G.  Satre, 
president  of  Harrah's  Casino  Hotels, 

o  of  O  o 


which  is  bidding  with  partner  Mirage 
Resorts  Inc. 

The  winning  bidders  are  also  likely  t( 
challenge  the  state's  hefty  casino  tax 
The  casino  operator  would  have  to  pa> 
the  state  18.5'/J  on  gross  revenue,  or 
$100  million  annually,  whichever  is 
greater.  The  tax  rate  on  casinos  in  New 
Jersey  is  only  87'  and  a  mere  6.257  ir 
Nevada.  The  tax  burden  is  one  reasor 
that  Hilton  Hotels  Corp.  and  several  oth 
ers  dropped  out  of  the  running  months 
ago.  If  Mirage/HaiTah's  gets  the  nod 
"we'll  need  to  have  discussions  to  see  ii 
we  can  make  the  environment  more  con 
ducive  to  doing  business  there,  or  maybe 
we  don't  break  ground,"  says  Stephen 
A.  Wynn,  Mirage's  chairman. 
INSIDE  TRACK.  Wynn  may  not  need  to 
worry,  even  though  his  Mirage/Harrah's 
group  won  the  highest  rating  from  inde- 
pendent casino  experts  who  evaluated 
the  bids.  Many  New  Orleans  observers 
are  placing  their  bets  on  hometown  de- 
veloper Daniel  P.  Robinowitz  and  his 
partners,  Hawaiian  resort  developer 
Christopher  Hemmeter  and  Caesars 
Celebration  Park  Casino.  The  team  has 
for-ged  ties  with  Barlhelemy  and  Cover 
nor  Edwin  Edwar-ds  by  hiring  top  advis- 
ers from  both  camps.  "I'll  be  shocked  \i 
they  don't  get  it,"  says  Mitch  Landrieu, 
a  state  representative  and  son  of  long- 
time former  Mayor  Moon  Landrieu. 

Rivals  still  insist  that  merit,  not  poli- 
tics, will  win  the  day.  "We  can't  let  it  be 
a  political  decision,"  says  Wendell  H. 
Gauthier,  chair-man  of  the  local  investor 
group  that's  teamed  with  Showboat  Inc. 
"Our  future  depends  too  much  on  this." 
Sounds  like  a  big  gamble — er,  game. 

By  Stephanie  Anderson  Forest  in  Neiv 
Orleans,  with  Ronald  G rarer  in  Los 
Angeles  and  bureau  reports 
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PROJECT  NAME 

OWNERS 

OPERATORS 

PLAN 

COST 

CASINO 
ORLEANS 

Businessman  Jerry  Bayles 
of  Monroe,  La.,  and  other 
out-of-state  investors 

Carnival  Cruise  Lines, 
Casinos  Austria 

Demolish  Rivergate,  build 
casino  topped  by  park  and 
a  glass  pyramid 

$225 

million 

CASINO 
ROYALE 

Mirage  Resorts  and 
Harrah's  Casino  Hotels 

Mirage  Resorts  and 
Harrah's  Casino  Hotels 

Demolish  Rivergate,  build 
ornate  circular  casino 

$400 

million 

GRAND 
PALAIS 

New  Orleans  developer 
Daniel  Robinowitz  and  others 

Caesars  Celebration 
Park  Casino 

Demolish  Rivergate, 
build  palace-like  casino 

$428 

million 

JAZZVILLE 

10  Louisianans 

Showboat 

Renovate  Rivergate  with 
jazz-theme  design 

,$206 

million 

DATA  BIDDERS'  PROPOSALS,  CIIY  OF  NEW  ORLEANS 
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STAR  PRODUCERS 

Standard  &  Poor's  Corp.  has 
just  released  a  list  of  93  non- 
financial  companies  with  strong 
five-year  growth  in  sales  per 
employee.  The  10  outfits  culled 
from  that  list  all  have  outpaced 
the  7.7%  average  annual  gain 
in  sales  productivity  posted  by 
the  companies  in  the  S&P  indus- 
trial index 


COMPANY 

FIVE-YEAR  SALES  GROWTH 

PER  EMPlOyEE  OVERALL 

BOEING 

10.1 '» 

14.9% 

CONNER 
PERIPHERALS 

22.5 

100.3 

GE 

15.6 

11.6 

HARLEY-DAVIDSON  15.9 

20.5 

MOTOROLA 

12.9 

15.0 

HERSHEY  FOODS 

39.8 

5.5 

LORAL 

13.3 

27.1 

McDonald's 

8.3 

10.3 

MERCK 

10.2 

15.4 

PHILLIPS- 
VAN  HEUSEN 

8.8 

13.4 

DATA:  STANDARD  S  POOR'S  CORP 

O&Y:  IT'S  THE 
REICHMANNS'  lOSS 


►  Toronto's  Reichmann  family 
is  almost  sure  to  lose  control 
of  giant  Olympia  &  York  De- 
velopments. The  question  is 
when.  Under  a  plan  submitted 
by  the  Reichmanns  in  Canadi- 
an court  on  Oct.  28,  they 
would  cede  90';  of  o&Y's  Ca- 
nadian arm  to  creditors  over 
three  to  five  years.  Under  a 
separate  plan,  the  Reich- 
manns would  offer  creditors 
49*^;  of  their  U.  S.  holdings. 

Even  those  concessions 
may  not  be  enough,  however. 
Canadian  and  U.  S.  debt- 
holders,  including  Prudential 
Insurance,  may  hold  out  for 
better  terms. 


DRACKETT  COULD  HELP 
JOHHSOH  WAX  MOP  UP 

►  It  was  a  busy  week  for  S.  C. 
Johnson  &  Son.  On  Oct.  27, 
the  company,  popularly 
known    as   Johnson  Wax, 


shelled  out  .$1.1.5  billion  for 
Bristol-Myers  Squibb's  Drack- 
ett  household-products  unit. 
Drackett,  with  annual  reve- 
nues of  $600  million,  sells 
such  brands  as  Windex  glass 
cleaner,  Drano  drain  opener, 
and  Vanish  toilet-bowl  clean- 
er. Johnson  CEO  Richard  Car- 
penter says  Drackett  has 
great  growth  potential,  jjartic- 
ularly  overseas. 

He'd  better  be  right.  Most 
analysts  predicted  Drackett 
would  fetch  around  .$900  mil- 
lion, but  a  bidding  war  drove 
up  the  price.  On  the  other 
hand.  Carpenter  won't  be 
around  to  see  how  things 
work:  He's  retiring.  On  Oct. 
26,  the  company  announced 
that  William  George  Jr.,  chief 
operating  officer  of  Johnson's 
worldwide  consumer-products 
division,  would  become  chief 
executive  on  Jan.  1. 


HABITAT  GETS 
A  DUTCH  MASTER 


►  Another  British  relic  of  the 
swinging  '60s  has  been  sold. 
On  Oct.  26,  SIF,  a  Netherlands 
company  that  owns  Ikea,  the 
Swedish  furniture  chain,  paid 
$12.5  million  for  the  76  Euro- 
pean shops  of  Habitat,  a  unit 
of  Storehouse.  The  deal  does 
not  include  19  Conran's  Habi- 
tat stores  in  the  U.  S.,  still  up 
for  sale.  The  European  out- 
lets lost  $1.7  million,  on  sales 
of  $268  million,  in  the  year 
ended  Mar.  30. 

Habitat,  a  retailing  break- 


A  PAUSE  THAT  REFRESHES— THE  LIBIDO? 


You've  got  the  uncola.  You've 
got  the  choice  of  a  new  genera- 
tion. But  can  you  handle  the  sex 
cola'?  Al  Burke,  a  former  Pepsi- 
Cola  bottler,  now  runs  U.  S.  Bev- 
erage Corp.  in  Longview,  Tex. 
Burke  imports  Australian  bever- 
ages, among  them  Bondi  Cola. 
Secret  ingredient:  ginseng. 
Many  consider  the  extract  of  the 
spicy  root  a  general  pick-me- 
up — and  an  aphrodisiac. 

So  how  do  you  sell  a  love  potion  in  Aisle  3  of  the  . 
supermarket'?  "Without  actually  saying  it,"  says  Burke.  Exaii 
pie:  A  promotional  poster  for  Bondi  shows  a  young,  scanul 
clad  woman  ruefully  eyeing  a  snoozing  man.  "Your  romanc 
asleep?"  asks  the  copy.  "Give  him  Bondi  Cola  with  gins.-',. 
He'll  perk  up  in  no  time!"  Bondi  Cola  is  just  now  headt-f  * 
stores,  so  its  consumer  reception  is  an  unknown.  But  C!.r 
Crowley  of  Bondi  distributor  Polar  Corp.  in  Worcester,  Ma^.< 
expects  "it  probably  won't  be  growing  hair  in  the  warehouse. 


through  when  designer  and 
entrepreneur  Sir  Terence  Con- 
ran  founded  it  in  1964,  forever 
changed  the  housewares  busi- 
ness— with  light-hearted,  mix- 
and-match  furnishings  that 
any  young  graduate  could  af- 
ford. In  fact,  the  Conran  style 
paved  the  way  for  stores  such 
as  Ikea. 


FUZZY  RECEPTIOH 
ATZEHITH 


►  The  picture  for  Zenith  Elec- 
tronics is  getting  worse.  In 
the  third  quarter,  the  last  ma- 
jor American  TV"  maker  lost 
.$41.8  million,  compared  with  a 
loss  of  $1.0  million  in  1991. 


That  brings  its  loss  for  th 
first  nine  months  to  $85.6  m 
lion,  vs.  a  deficit  of  $52.1  mi 
lion  last  year,  on  sales  of  $8£ 
million,  a  drop.  Nearl 
half  of  the  third-quarter  lo; 
comes  from  $23  million 
charges  to  cover  layoffs  > 
390  salaried  workers — 15/'  ^ 
its  U.  S.  staff — as  well  as  tl 
cost  of  moving  most  of 
U.  S.  operations  to  Mexico 
Because  of  its  dismal  result 
Zenith  is  reconsidering  i1 
plan  to  sell  8  million  ne' 
shares. 


REEBOK'S  PUMP 
IS  PATEHT-PRIMED 


►  After  a  long  wait,  Reebo 
International  on  Oct.  27  won 
patent  on  its  inflatable  Pum 
sneakers.  But  few  compet 
tors  need  fear  a  patent-ii 
fringement  suit.  The  pater 
doesn't  apply  to  pumps 
laseball  gloves,  helmets, 
any  product  other  than  shoe: 
Reebok  has  sued  I  \.  Gee 
or  its  Regulator  sneaker 
lid  it  may  also  sue  Far  Eas 
n  makers  of  unbrande 
ones.  But  Nike  is  safe, 
lok  its  pump  basketball  sho' 
I  l  ie  Air  Command  Force  18' 
off  the  market  in  May.  Nike 
reason'?    "The  technolog 
doesn't     enhance  perfo 
mance,"  sniffs  a  spokesman 
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slight  now,  millions  of  Americans  are 
omesick.  O^ey're  longing  for  the  homes  they 
nd  so  difficult  to  own  due  to  a  lack  of  affordable 
ousmg.  a  serious  problem  for  the 

ation  according  to  83% 
f  people  polled 
y  Fannie  Mae. 

benchmark 
iational  Housing 
iurvey  also  revealed  just 
/hat  keeps  Americans  from  owning  homes. 
3^e  biggest  obstacle  is  the  inability  to  make 
lown  payments  and  pay  closing  costs.  Especially 
or  minorities — 66%  of  African  Americans  and 
'9% of  Hispanics  view  this  as  a  major  impediment. 
Vhat's  more,  over  one-third 


housing  they  can  afford.  Graced  with  these 
and  other  obstacles,  Americans  are  willing  to 
make  sacrifices  to  achieve  homeownership.  In 
fact,  they  retain  a  healthy  optimism.  A  full 
79%  of  respondents  believe 
homeownership  is 
attainable  for  most 
people  age  30-35. 
Fannie  Mae, 
we're  working  to  help  them 
realize  that  goal.  purchasing  mortgages 
from  lenders  nationwide,  we  replenish  their 
funds  so  they  can  make  more  loans  to  home 
buyers  in  their  communities.  C^f^^^  by  offer- 
ing our  survey  to  the  public,  we  hope  to  raise 
awareness  of  housing  issues.  For 


f  those  surveyed    believe    showibig  America  a  new  way  home,   a  free  copy,  or  to  learn  more 


liscrimination  keeps  minorities  from  having  as 
lood  a  chance  as  whites  to  get  any  kind  of 


about  our  innovative  ways  to  make  housing 
more  affordable,  call  1-800-688-HOME  toll-free. 

©  1992  Fannie  Mae 


AT  THIS  COUHTBY  HEEDS 
IS  A  GOOD  HOME  REMEDY. 


SIEMENS 


1895.  That  was  then 


Working  in  a  small  laboratory,  Wilhelm  Roentgen  made  the  world's  first  x-ray  images. 
Working  witti  hiim,  Siemens  patented  and  manufactured  its  first  x-ray  tubes  in  1896. 


C'  Siemens  Corporation  1992 


1992.  This  is  now. 


This  modern  magnetic  resonance  image  lets  doctors  see  into  the  human  body  more 
clearly  than  ever  before.  It  is  a  product  of  years  of  Siemens  investment  in  research  and 
development.  Happily  you  don't  have  to  be  a  scientist  to  appreciate  the  results.  Doctors, 
hospitals  and  clinics  throughout  America  are  giving  their  patients  better  care  because  of 
Siemens  advances  in  many  forms  of  diagnostic  imaging,  including  ultrasound,  magnetic 
resonance,  nuclear  imaging  and  computed  tomography  And  that's  the  kind  of  result  we 
can  all  feel  good  about.  Siemens.  Precision  Thinking. 


For  more  information,  write  for  Siemens  '92  Box  8003M.  Trenton,  New  Jersey  08650 


Automation     Automotive  Electronics     Electronic  Components     Energy     Information  Systems 
Lighting  Systems       Medical  Systems       Power  Generation        Telecommunications  Transportation 


Your  future 
is  built  in. 


Nearly  seventy  percent  of  the  PCs  now 
in  use  are  useless  in  today's  rapidly  evoK'ing 
software  and  networking  environments.  And 
nowhere  is  there  any  indication  that  the 
evolution  is  over 

So  somewhere,  someone  had  to  make 
growth  and  change  part  of  a  grand  design. 
Someone  had  to  make  the  future  a  part  of  your 
next  PC. 

That's  the  kind  of  thinking  that  won 
BEST  OF  COMDEX  for  our  new  Z-NOTE™  with 
built-in  networking,  the  first  upgradeable-to- 
color  displa\'  and  optional  READYDESK'" 
Port  Replicator 

That's  the  thinking  behind  the  invest- 
ment protection,  integrated  connectivity,  ease 
of  use  and  design  &  ergonomics  of  our  entire 
Zseries  of  notebook  and  desktop  PCs  and 
network  ser\'ers. 

Call  1-800-472-3699  ext.  106  to  see 
what  our  way  of  thinking  is  all  about. 

It's  called  Thinking  Ahead. 


ZENITH    DATA  SYSTEMS 

A  Bull  Company 


Thinking  Ahead. 


The  Z- NOTE"  with 
READYDESK™  attached. 


•NOTE  anJ  HE/\DYDl£SK  die  trdtleniarki  ofZcnllh  nam  Systems  Corpor.ilion  Lop>'rij:h(     1992  Zcnilh  Data  S>'S(ems  Corporation 
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IfHY  CLINTON  THE  TRADE  HAWK 
IAS  EXPORTERS  QUAKING 


^^^^^hen  it  comes  to  pryinjf  open  export  markets  and 
^^^m  helping  U.  S.  companies  shi^  it  out  abroad.  Bill 
m^m  Clinton  has  promised  to  be  a  fierce  advocate.  So 
ly  does  the  likelihood  of  a  Clinton  Administration  ,y;ive 
iny  big  U.  S.  exporters  the  willies? 

Shades  of  Jimmy  Carter,  that's  why.  The  U.  S.  export  lob- 
is  afraid  that  Clinton,  like  Carter,  might  use  trade  sanctions 
a  human-rights  crusade.  So  delegations  representing  leading 
iltinationals,  including  Boeing  Co.  and  IBM,  are  offering 
ntonites  some  unsolicited  advice— on  issues  from  U.  S.-Chi- 
trade  to  overhauling  America's  export-control  policies.  "A 
of  us  are  very  nervous  about  Clin- 
1,"  says  Howard  Lewis,  vice-presi- 
nt  for  international  affairs  at  the  Na- 
nal  Association  of  Manufacturers, 
his  would  be  a  hell  of  a  time  to  start 
-rupting  our  commercial  relations 
road." 

Clinton  has  given  them  some  cause 
■  concern.  He  has  pledged  to  link  re- 
wal  of  China's  most-favored-nation 
iding  status  to  Beijing's  progress  on 
mocratic  reforms  and  on  limiting 
Tis  sales  to  global  hot  spots.  And  he 
s  talked  in  general  terms  of  a  great- 

ct/mmitment  to  human  rights  as  a 
iding  principle  of  U.  S.  policy. 
'ERBLOWN  FEARS?  High-tech  manufacturers  are  among  Clin- 
I's  major  business  supporters,  but  even  they  are  jumpy. 
)use  Democrats,  led  by  Banking  Committee  Chairman  Hen- 

B.  Gk)nzalez  (D-Tex.),  have  savaged  Bush  for  aiding  Saddam 
issein's  arms  buildup  and  nuclear  research  by  allowing 
les  of  computers,  software,  and  other  high-tech  items  t(j 
iq.  In  reaction,  Clinton  might  want  to  keep  tight  controls  on 
ports  to  such  countries  as  India,  Iran,  and  Vietnam.  "The  l)ig 
purity  risk  of  the  1990s  will  l:)e  weapons  proliferation,"  insists 
ipresentative  Lee  H.  Hamilton  (D-Ind.),  who  is  mentioned  as 
possible  Secretary  of  State  in  a  Clinton  Administration. 


But  business  feai's  may  be  overblown.  Carter-  was  willing  to 
sacrifice  U.  S.  economic  interests  to  promote  foreign  policy 
goals— witness  the  gTain  embargo  imposed  on  Moscow  after  its 
invasion  of  Afghanistan.  But  it  was  the  Reagan  White  House 
that  championed  unilateral  sanctions.  Under  Reagan,  Caterpil- 
lar Inc.  and  Dresser  Industries  Inc.  took  a  beating  when  they 
were  barred  from  selling  ecjuipment  for  a  Soviet  gas  pipeline 
to  Western  Europe.  And  U.  S.  computer  makers  chafed  under 
restrictions  that  kept  them  from  selling  commercial  eciuipment 
to  Warsaw  Pact  nations. 

But  the  Clinton  camjjaign,  eager  to  assure  Corporate  Amer- 
ica that  it  will  take  care  of  business,  re 
alizes  it  has  a  problem.  Admiral  Wil- 
liam J.  Crowe  Jr\,  a  former  Joint  Chiefs 
of  Staff  chairman  turned  Clinton  cam- 
paigner, has  fielded  dozens  of  calls  from 
worried  defense  lobbyists.  During  a 
campaign  trip  to  California,  Dave 
McCurdy  (D-Okla.),  chairman  of  the 
House  Intelligence  Committee  and  a 
close  Clinton  associate,  says  he  spent  a 
lot  of  time  "raising  the  comfort  levels" 
of  defense  lobl:)yists.  And  Clinton  him- 
self has  met  three  times  recently  with 
Bernard  L.  Schwartz,  chairman  of  Loral 
Corp.,  one  of  the  few  Democrats  in  the 
defense  industry's  top  echelons.  "I  told 
him  the  country  needs  a  viable  industrial  base,  whatever  the 
cost,"  says  Schwartz. 

Clinton  aides  insist  that  he  will  aggressively  promote  Amer- 
ican luisiness  interests  abroad.  Says  defense  adviser  John  D. 
Holum,  who  served  in  the  Carter  State  Dept.:  "Clinton  realiz- 
es that  you  can't  create  democratic  movements  where  they 
don't  exist."  And  Clinton  realizes  something  else:  If  he  wins, 
he'll  owe  his  victory  to  his  promises  to  spur  growth  and  em- 
ployment. That  may  make  him  reluctant  to  mess  with  one  of 
the  economy's  few  success  stories,  its  export  sector. 

Bi/  Brian  Bremner  in  Wa-shitK/tan 


\PITAL  WRAPUPI 


HARKETS 


lJ^#all  Street  and  the  Clinton  cam- 
wW  paign  have  been  eyeing  each 
ither  like  two  scorpions  in  a  bottle, 
lypernervous  bond  traders  have  con- 
■inced  themselves  that  a  Clinton  victo- 
y  might  unleash  an  inflationary  spend- 
ig  binge.  And  Bill  Clinton  knows  that 
n  economy-slowing  spike  in  interest 
ates  would  get  his  Presidency  off  to 
he  worst  possible  start.  Now,  Clinton 
as  designated  a  top  adviser,  Robert 
].  Rubin,  co-chairman  of  Goldman, 
lachs  &  Co.,  as  his  troubleshooter  on 
he  Street.  Rubin  has  been  working 
0  calm  traders'  fears  about  Clinton 
olicies  and  to  quench  market  brush- 


fires  fed  by  rumors  about  Clinton's  in- 
tentions. And  he  has  been  advising  fel- 
low Clintonites  what  not  to  say  or  do 
to  avoid  roiling  the  credit  markets. 

MONEY  POLITICS  

I  ew  Federal  Election  Commission 
I  figm-es  illustrate  the  power  of  800 
numbers.  The  unconventional  method 
was  Democratic  Presidential  contender 
Jerry  Brown's  key  money-gathering 
tool,  raking  in  $5.2  million  from  indi- 
viduals. On  Sept.  30,  Brown  had 
$530,297  on  hand,  which  he  could  use 
to  fund  future  campaigns.  By  contrast, 
Bill  Clinton  raised  $27.5  million  from  in- 
dividuals—but with  the  aid  of  the  par- 
ty's full  fund-raising  apparatus. 


TURNOUT 


We  won't  know  until  the  polls 
close  whether  the  intense  inter- 
est in  this  year's  election  will  reverse  a 
long  trend  of  steadily  declining  voter 
participation.  But  hard  evidence  is  rein- 
forcing anecdotal  impressions  that  vot- 
ers are  more  excited  than  in  any  re- 
cent election.  In  Michigan,  89%  of 
adults  have  registered.  All  told,  6.1 
million  Michiganders  are  eligible  to 
vote  on  Nov.  3,  up  from  5.9  million  in 
1988.  In  Illinois,  registration  totals  6.7 
million,  up  from  6.3  million  four  years 
ago.  And  in  North  Carolina,  the  regis- 
ti-ation  tally  of  3.8  million  voters  repi-e- 
sents  an  11.2%  increase  over  1988. 


HINGTON  OJTLOOK 
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CANADA I 


NORTHERN 
DISORDER 


NAFTA  is  in  trouble — and  Canada  is  more  divided  than  ever 


In  the  early  morning;  hours  of  Oct.  25, 
the  tensions  that  have  long  threat- 
ened to  tear  Canada  apart  were  all 
but  forgotten.  Half  a  million  exultant 
baseball  fans — many  waving  Canadian 
flags  and  singing  0  Canada — filled  the 
streets  to  celebrate  the  victorious  Toron- 
to Blue  Jays,  the  first-ever  Canadian 
team  to  win  the  World  Series.  But  it  was 
a  fleeting  moment  of  national  pride.  The 
very  next  day,  voters  overwhelmingly 
rejected  a  proposed  package  of  constitu- 
tional changes  aimed  at  keejiing  the 
country  united. 

Now,  Canada  has  been  plunged  into 
turmoil  that  could  have  implications  for 
all  of  North  America.  Dashed,  in  all 


A  LOGGING  TRUCK 
ON  VANCOUVER 
ISLAND:  ANTIPATHY 
TOWARD  OTTAWA 


probability,  are  the 
reelection  hopes  of 
Prime  Minister  Brian 
Muironey.  Chances 
are  diminished  that  Canada  will  ratify 
the  North  American  Free  Trade  Agree- 
ment. And,  most  far-reaching  of  all,  the 
decisive  no  vote  in  the  French-speaking 
province  of  Quebec  gives  a  big  boost  to 
the  independence  movement  there.  "This 
time,  we  said  what  we  don't  want,"  de- 
clared an  exultant  Jacques  Parizeau, 
leader  of  the  nationalist  Parti  Quebecois. 
Vowing  to  mount  an  all-out  push  for 
sovereignty,  he  added:  "Next  time,  we'll 
say  what  we  want." 
The  referendum's  rejection  was  a 


stunning  rebuke  to  Canada's  ruling  elite. 
When  political  leaders  proposed  the  ac- 
cord on  Aug.  28,  they  assumed  it  would 
be  enough  to  satisfy  Quebec's  demands 
for  more  autonomy,  as  well  as  calls  from 
such  Western  provinces  as  Alberta  and 
British  Columbia  for  more  say  in  nation- 
al affairs.  On  board  were  Canada's  top 
political  parties,  all  provincial  premiers, 
and  most  of  Canada's  business  Estab- 
lishment and  major  newspapers. 
'AN  ASSAULT.'  But  they  badly  underesti- 
mated the  public's  antipathy  to  Ottawa. 
Some  547'  of  voters  and  6  out  of  10 
provinces  flatly  said  no.  "It  was  an  as- 
sault by  those  on  the  outside"  against 
the  insiders,  says  Canadian  pollster  An- 
gus Reid.  Overnight,  Ca- 
nadian leaders  were  fac- 
ing deeper  divisions  than 
ever.  There's  little  dan- 
ger that  Canada  will  be 
breaking  apart  soon.  But 
as  new  regional  protest 
parties  rise,  the  next  fed- 
eral government  is  likely 
to  be  weaker  and  less 
able  to  tackle  the  na- 
tion's pressing  economic 
problems. 

The  first  casualty  is 
likely  to  be  Muironey, 
who  must  call  a  national 
election  in  1993.  More 
than  anyone  else,  Mui- 
roney was  seen  as  the 
architect  of  the  package.  Its  repudiation 
is  perhaps  the  final  humiliation  for  a 
man  whose  approval  ratings  have  sunk 
below  207'.  Now,  few  political  experts 
believe  Muironey  has  any  hope  of  win- 
ning the  next  election,  and  some  say  he 
may  even  resign  this  winter. 

The  fallout  extends  to  Mulroney's  Pro- 
gressive Conservative  Party.  In  the  next 
election,  they  "will  be  the  big  losers," 
predicts  Lorne  Bozinoff.  executive  vice- 
president  of  Gallup  Canada  Inc.  The  big 
winners  are  likely  to  be  two  regional 
parties — the  separatist  Bloc  Quebecois 
in  Quebec  and  the  Calgary-based  Re- 
form Party,  led  by  populist  politician 
Preston  Manning.  That  would  lead  to  the 
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fracturinji  of  the  next  Parliament  into 
five  parties,  forcing  the  Liberals  to  form 
a  weaker  coalition  government  that 
would  be  unable  to  take  strong  action  on 
pressing  problems  such  as  the  Canadian 
ileficit. 

That  scenario  spells  trouble  for 
NAFTA.  A  clear  majority  of  Canadians 
oppose  both  the  1989  U.  S.-Canada  Free 
Trade  Agreement  and  the  pending 
NAFTA  accord,  which  includes  Mexico. 
Getting  NAFTA  approved  "was  always 
going  to  be  a  tough  sled,"  concedes 
Thomas  P.  d'Aquino,  president  of  the 
Business  Council  on  National  Issues. 
But  now,  with  politicians  forced  to  pay 
closer  attention  to  public  discontent, 
there's  a  greater  chance  Canada  will  re- 
ject the  deal. 

Mulroney  has  the  votes  right  now  to 
push  the  accord  through  Parliament, 
even  though  the  opposition  Liberal  and 
New  Democratic  Parties  are 
against  it  in  its  current  form.  But 
he  will  be  under  increasing  pres- 
sure to  hold  off  a  NAFTA  vote  until 
it  is  approved  by  the  U.  S.  Con- 
gress. That  could  mean  that  Par- 
liament may  not  act  before  the 
next  Canadian  elections,  which 
must  be  called  in  the  next  year. 
"And  I  would  very  much  doubt 
that  NAFTA  would  pass  in  Parlia- 
ment following  the  [Canadian] 
election,"  predicts  Alfred  Powis, 
chairman  of  the  giant  natural- 
resource  company  Noranda  Inc. 
That's  because  a  new  coalition 
government  would  better  reflect 
[jopular  opposition  to  the  trade 
accord. 

BIG  CHILL.  For  the  Canadian  econo- 
my, the  no  vote  couldn't  have 
come  at  a  worse  time.  Ravaged  by 
a  recession  far  worse  than  in  the 
U.  S.,  the  economy  is  essentially 
dead  in  the  water.  Unemployment 
is  11.47',  and  growth  is  all  but  in- 
visible. Now,  Canadian  business 
and  foreign  investors  must  grap- 
ple with  the  added  burden  of  polit- 
ical uncertainty.  "The  financial 
markets  have  spoken  very  clear- 
ly," warns  Trade  Minister  Michael  H. 
Wilson.  Their  message,  he  adds,  is  obvi- 
ous: "A  no  vote  ...  is  negative  for  the 
economy." 

Indeed,  the  growing  certainty  of  a  no 
vote  pushed  the  Canadian  dollar  down  to 
around  80$,  from  84$  in  midsummer. 
That  forced  the  Bank  of  Canada  to  raise 
its  bank  rate  as  high  as  7.937<,  up  from 
4.93%'  in  early  September.  While  markets 
strengthened  following  the  vote,  they 
are  likely  to  remain  unsettled  by  the 
country's  murky  future.  Lloyd  Atkinson, 
chief  economist  at 
the  Bank  of  Montre- 
al, thinks  Canada 
will  have  to  pay  a 


"premium"  for  its  money,  with  short- 
term  interest  rates  hovering  at  least  2.5 
percentage  points  higher  than  those  in 
the  U.  S. 

The  likely  result:  continuing  high  un- 
employment, slower  growth,  and  a  weak 
dollar.  "And  the  vote  obviously  won't  be 
helpful  in  attracting  foreign  invest- 
ment," adds  Noranda's  Powis.  Indeed, 
on  Oct.  27,  Dominion  Textile  Inc.,  Cana- 
da's largest  textile  company,  warned  it 
may  move  its  headquarters  office  out  of 
Montreal  if  the  (juestions  over  Quebec 
continue. 

Now,  everyone  is  watching  for  the  po- 
litical fallout.  The  no  vote  energized  the 
Parti  Quebecois,  which  is  currently  run- 
ning neck-and-neck  with  the  ruling  Lib- 
eral Party  and  its  leader,  Quebec  Pre- 
mier Robert  Bourassa.  The  separatists 
have  their  next  chance  in  provincial  elec- 
tions, which  must  be  held  by  1994.  If  the 


AFTER  THE  NO  VOTE 

►  By  staking  his 
reputation  on  a  yes 
vote,  an  already 
unpopular  Prime 

^Minister  Brian 
Mulroney  could  now 
face  defeat  in  next 
year's  election 

►  Parliament  will  be  splintered  as  the  two 
parties  that  fought  for  a  no  vote,  the 
Calgary-based  Reform  Party  and  Bloc 
Quebefois,  win  seats 

►  In  Quebec,  the  Parti  Quebegois  will 
step  up  its  campaign  for  sovereignty 

►  Free-trade  accord  with  the  U.S.  and 
Mexico  may  be  rejected 

►  Investment  and  the  economy  could  stall 
in  the  face  of  uncertainty 

►  Interest  rates  are  dropping  but  will 
remain  far  higher  than  U.S.  rates 


RALLY  IN 

MONTREAL:  QUEBEC 
SEPARATISTS  GET  A 
BIG  BOOST 


Parti  Quebecois  wins,  they  have  vowed 
to  hold  a  referendum  on  Quebec  sover- 
eignty within  a  year. 

Canada  has  been  through  so  many 
years  of  constitutional  wrangling  that  it 
was  easy  for  many  to  shrug  off  the 
October  vote.  But  in  fact,  Canada  may 
have  taken  an  irrevocable  step,  rejecting 
one  of  its  last  chances  to  heal  its  divi- 
sions. This  "will  come  back  to  haunt  us," 
predicts  Constitutional  Affairs  Minister 
Joe  Clark,  who  spent  the  past  18  months 
putting  together  the  failed  accord.  Now, 
a  breakup  is  no  longer  unthinkable.  The 
reverberations  of  Canada's  loud  no  will 
be  felt  for  a  long  time. 

By  William  C.  Symonds  in  Toronto 
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JAPAN  I 


TOO  MANY  SHOPPERS  ARE  LINGERING  FOR  A  MOMENT  AT  THE  WINDOWS— THEN  MOVING  ON 


JAPAN'S  SLUMP  MAY  BE 
SETTLING  IN  FOR  A  LONG  STAY 


Consumers  keep  theii'  wallets  shut — and  the  economy  in  the  doldrums 


Shoji  and  Noriko  Sanada  have  plen- 
ty of  money.  He  has  a  good  job  as 
a  systems  engineer  with  computer 
maker  Nihon  Unisys  Ltd.  She  dabbles  in 
the  stock  market  and  is  at  least  holding 
her  own.  They've  paid  for  their  two-sto- 
ry home  outside  Tokyo  and  socked  away 
enough  for  their  two  sons'  college  edu- 
cation. But  they  don't  have  such  things 
as  a  giant-screen  TV  or  a  vcR  loaded  with 
bells  and  whistles.  Indeed,  the  Sanadas 
haven't  made  a  major  consumer  pur- 
chase since  early  this  year,  when  they 
redecorated  an  upstairs  room. 

All  across  Japan,  consumers  such  as 
the  Sanadas  are  keeping  their  wallets 
closed,  and  that's  bad  news  for  the  econ- 
omy. Sure,  the  government  has  its  $87 
billion  economic  stimulus  package  kick- 
ing in  late  this  year.  There's  even  a  pro- 
posal in  the  works  to  help  Japan's  hard- 
pressed  banks.  By  next  spring,  Japan's 
economy  is  supposed  to  be  humming.  A 
few  economists,  such  as  Toshio  Suzuki 
at  Nomura  Research  Institute  Ltd.,  see 
growth  rising  as  much  as  47'  next  year, 
vs.  an  estimated  2'/'  in  1992.  But  consum- 
ers call  the  tune  foi-  577  of  Japan's 
gross  national  product.  If  they  don't 
loosen  up,  Japan's  economy  could  stay 
sluggish  far  longer  than  anyone  expects. 

Consumer  spending  this  year  is  a 
write-off.  It's  expected  to  grow  margin- 


ally at  best,  squeezed  by  the  downturn 
in  such  key  industries  as  autos  and  con- 
sumer electronics.  Department-store 
sales  are  showing  a  year-to-year  decline 
(chart).  What  growth  Japan  is  getting  is 
coming  mostly  from  exports  and  public 
works  projects. 

BEARISH.  Next  year  doesn't  look  a  lot 
l)etter.  With  sales  weak  and  corporate 
profits  sinking,  Japanese  companies  are 
putting  the  squeeze  on  their  workers. 
Overtime,  which  generates  a  large 
chunk  of  blue-collar  pay,  is  falling.  And 
salaried  workers'  bonuses,  which  ac- 
count for  a  third  or  more  of  take-home 
pay,  are  likely  to  take  a  hit,  too.  Major 
companies  ranging  from  Nihon  Unisys 
to  Japan  Air  Lines  are  already  warning 
employees  that  bonuses  are  likely  to  be 
lighter  next  year.  The  up- 
shot: Many  economists 
are  bearish  on  consumer 
spending.  Tetsuo  Tsuki- 
mura,  for  example,  chief 
economist  in  Japan  for 
Smith  Barney,  Harris 
Upham  International 
Inc.,  thinks  that  real  con- 
sumer income  will  fall 
next  year,  and  so  will 
spending,  shaving  up  to 
L27f  from  the  nation's 
(.;np.  He  says  some  major 
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DARK  DAYS  FOR 
JAPAN'S  RETAILERS 


companies  are  seriously  considering  the 
unthinkable  in  Japan:  outright  firing  of 
regular  employees.  They  have  to,  he 
says,  with  earnings  so  poor.  By  one  esti- 
mate, corporate  profits  will  drop  nearly 
187'  this  year. 

.  No  major  Japanese  companies  are 
publicly  contemplating  firings  yet,  al- 
though many  are  planning  to  reduce 
staff  through  attrition.  But  major  mak- 
ers of  consumer  goods  have  been  cut- 
ting their  sales  projections  left  and  right 
and  girding  in  other  ways  for  lean  times. 
Minolta  Camera  Co.,  expecting  revenues 
to  be  down  slightly  this  year,  plans 
leave  unfilled  about  1,000  positions  over 
the  next  three  years.  Minolta  will  be 
transferring  some  of  its  workers  to  sales 
affiliates  to  help  drum  up  new  business. 
MIND  FACTOR.  Matsushita  Electric  Indus- 
trial Co.,  one  of  the  world's  biggest  con- 
sumer-electronics companies,  also  is  pre- 
[mring  for  the  worst:  President  Akio 
Tanii  told  employees  in  September  that 
the  company  must  gird  itself  to  maintain 
profitability  even  if  revenues  are  flat  for 
the  next  three  years.  In  late  October, 
Matsushita  announced  a  547"  drop 
first-half  earnings,  along  with  a  cut  in 
executive  pay.  And  Nissan  Motor  Co. 
where  President  Yoshifumi  Tsuji  is  out 
to  improve  productivity  by  a  third  over 
the  next  three  years,  recently  dropped 
110,000  vehicles  from  its  sales  projec- 
tions for  this  fiscal  year.  Consumers, 
once  ready  to  try  anything  new,  says 
Katsunobu  Sobajima,  who  oversees  con- 
sumer research  for  Nissan,  are  "return- 
ing to  the  basics."  The  consumer  confi- 
dence index,  as  measured  by  Japan's 
Economic  Planning  Agency,  is  now  at  its 
lowest  level  since  1980. 

No  wonder  so  many  private  econo- 
mists doubt  the  government  fiscal  pack- 
age will  turn  things  around.  After  all 
the  naysayers  argue,  public  works  onl> 
account  for  about  87  of  GNP. 

That  gives  added  importance  to  the 
purely  psychological  impact  of  the  pack 
age.  Even  the  Bank  of  Japan  is  pinning 
its  hopes  on  a  change  in  consumer  atti 
tudes.  The  central  bank  maintains  thai 
the  fiscal  and  monetary  measures  en 
acted  so  far  will  turn  the  economj 
around,  but  only  if  per 
sonal  consumption  does 
not  drop  further.  BO. 
isn't  saying  what  wouk 
happen  if  things  don' 
turn  out  that  way,  bu 
the  answer  seems  sure  t( 
be  several  more  quarten 
of  poor  performance.  The 
message:  Don't  count  or 
Japan  for  helping  to  re 
start  the  global  economy 
Bjj  Lurry  Holyoke  it 
Tokyo 


INTERNATIONAL  BUSINE 


e  1992  AT&T 


/m  GLOBAL 
BUSINESS  VIDEO. 


It' 


Distance  /.ear nut}; 


s  easy  inexpensive, 
and  here  are  some  reasons 
why  you  do  need  it. 

AT&T  Global  Business  Video  Services 
is  a  family  of  services  that  makes  it 
easy  and  affordable  to  use  videocon- 
ferencing. You  can 
have  a  meeting, 
train  employees, 
demonstrate  a 
new  product,  do 
anything  that  you 
could  normally  do 
in  any  face-to-face 
meeting,  with  clients  and  customers 
all  over  the  country  or  the  world, 
without  having  to  leave  your  office. 
And  you  can  do  it  simply  by  dialing 
a  telephone  number 

The  Better  It  Gets, 
The  Cheaper  It  Gets. 

One  of  the  best  things  about  AT&T 
Global  Business  Video  Services  is  how 
affordable  it  is. 
It  costs  less  than 
the  price  of  a 
cellular  phone 
call.  And  the 
picture  quality 
today  is  better 
than  ever  before. 
We've  Got  The  Best  Connections. 
AT&T  has  the  largest  liber -optic  digital 


New  Product  lutrodtictions. 


Executive  Conferences. 


network,  with  con- 
nections to  more 
domestic  and  inter- 
national locations 
than  any  other  car- 
rier. Dialing  your 
videoconference  is 
as  easy  as  dialing  a  telephone  call. 

A  Solution, 
No  Matter  What  You  Need. 

Whether  it's  network  design, 
equipment  solutions  or  developing  the 
right  video  applications  for  your  busi- 
ness, AT&T  will  be  there  to  help. 
A  Video  Center  That's  All  Yours. 

We  created  the 
AT&T  Video  Center 
solely  to  satisfy  your 
video  communica- 
tion needs.  In  fact, 
you  can  call  us  for 
almost  any  support, 
service  or  information. 
Seeing  Is  Believing. 
AT&T  Global  Business  Video 
Services  can  save  you  time  and  money 
It's  one  of  the  most  practical,  state-of- 
the-art  solutions  for  your  business  com- 
munication needs.  It's  something  you 
and  your  business  should  take  a  serious 
look  at.  Because  once  you  see  it,  you'll 
believe  in  it.  For  more  information,  call 
1  800  VIDEO  GO. 


Equipment  ThotMeshooting. 


AT&T 

The  right  choice. 


nternational  Outloo 


EDITED  BY  STANLEY  REE 


FOR  YELTSIN'S  FOES, 
'IT'S  NOW  OR  NEVER' 


ussian  President  Boris  N.  Yeltsin  is  about  to  face  his 
most  serious  challenge  since  the  failed  coup  of  Au- 
.  gust,  1991.  Two  powerful  groups  are  launching  sharp  at- 
tacks on  his  reform  efforts.  One  is  a  coalition  of  angi\v  former 
communists  and  Russian  nationalists  called  the  National  Salva- 
tion Front,  which  wants  to  oust  Yeltsin  and  his  government. 
The  other,  the  more  moderate  Civic  Union  led  by  state-indus- 
try leader  Arkady  Volsky,  is  trying  to  put  the  brakes  on  a 
huge  sell-off  of  state  assets  scheduled  to  start  in  December. 

The  showdown  should  begin  at  a  special  Congress  of 
People's  Deputies  beginning  on 
Dec.  1.  Yeltsin  suffered  one  tacti- 
cal defeat  recently  when  he  lost  a 
vote  to  delay  the  congress.  While 
the  big  event  will  be  a  vote  of 
confidence  in  the  government,  the 
real  issue  is  the  plan  to  sell  off 
60%  of  state  industry  by  yearend 
1993.  Bureaucrats  and  managers 
of  military  enterprises  are  heavily 
represented  in  the  congress.  A 
core  group  of  them  still  staunchly 
resist  privatization,  fearing  it  will 
cost  them  their  jobs.  "For  those 
who  want  to  retain  privileges  and 
stop  reform,  it's  now  or  never," 
says  Pyotr  Filippov,  chairman  of 
the  Itussian  i^arliament's  subcommittee  on  privatization. 
BANNED  PARTY.  The  challenge  from  the  opposition  has  backed 
Yeltsin  into  a  tight  corner.  The  National  Salvation  Front,  if 
backed  by  Volsky's  group,  would  have  enough  votes  to  oust 
acting  Prime  Minister  Yegor  T.  Gaidar,  a  radical  reformer,  as 
well  as  his  Cabinet.  They  are  unlikely  to  get  enough  votes  to 
ou.st  Yeltsin.  That's  because  Volsky,  while  in  favor  of  getting 
rid  of  some  ministei's,  still  supports  the  president.  But  the  gov- 
ernment is  clearly  on  the  defensive.  It  recently  said  that 
mid-November  talks  with  the  International  Monetary  Funrl  on 
foreign  aid  and  refoi-m  would  likely  l)e  delayed. 


In  the  coming  weeks,  Yeltsin  will  be  scrambling  to  blunt  tl 
opposition  attacks.  He  just  issued  a  decree  banning  the  Natio 
al  Salvation  Front,  and  there  are  rumors  of  other  authorite 
ian  measures.  But  it  is  unclear  whether  he  can  make  su 
moves  stick. 

Government  officials  say  that  Yeltsin  may  shake  up  t 
Cabinet  but  try  to  keep  the  two  crucial  figures— Gaidar  a: 
his  privatization  minister-,  Anatoly  Chubais.  But  he  may 
forced  to  compromise  with  Volsky's  clique.  That  would  me 
either  firing  Gaidar  or  saddling  him  with  a  far  more  state-n 

ulated  economy  than  he  wants 
OMINOUS  SIGNS?  A  more  radi 
option  undei'  discussion  is  for  Y( 
sin  to  call  a  referendum  on  ho 
ing  new  elections.  The  curn 
Congress,  elected  in  1990,  is  n 
widely  considered  to  be  more  c 
servative  than  the  populace, 
he  might  well  win. 

While  Yeltsin  has  yet  to  sh 
his  cards,  the  increasing  powei 
the  communist  and  nationalist 
position  is  causing  concern.  Par 
ularly  ominous  is  the  grow 
presence  in  the  opposition  rail| 
of  such  controversial  figuresls 
Army  General  Albert  Makas'V 
and  anti-Western  Kc;b  l)igwig  Alexander  Sterligov.  The  gri- 
ing  influence  of  such  figures  could  lead  to  instability  in  the^- 
ciu'ity  forces  and  perhaps  an  attempt  to  restore  the  <■ 
mand  economy.  "It  would  be  a  disaster,"  says  Foreign  Mini  ' 
Andrei  Kozyrev. 

Even  if  Yeltsin  holds  the  opposition  off,  the  governmci 
unlikely  to  be  in  any  position  to  agi-ee  to  meet  the  stiff  IMI 
quirements  that  are  the  key  to  winning  more  Western  u. 
Whatever  the  outcome,  the  ongoing  political  fight  is  likelto  •■ 
cast  a  pall  over  economic  reform. 

Bi/  Rose  Brady  in  Mii> 


GLOBAL  WRAPUP  I 


GERMANY 


German  Chancellor  Helmut  Kohl 
has  finally  admitted  this  week 
what  economists,  bankers,  and  busi- 
nessmen knew  two  years  ago,  when 
the  West  signed  up  to  bail  out  the 
East:  The  tab  for  reunification  is  going 
to  be  colossal.  Kohl  is  warning  that 
new  taxes  will  be  needed  to  service 
an  estimated  $260  billion  in  off-budget 
expenses,  including  debt  piled  up  l)y 
the  Treuhand  privatization  agency, 
which  the  government  must  begin  pay- 
ing off  in  1995.  But  economists  predict 
the  $260  V)illion  estimate  could  rise  as 
much  as  50%  by  1995.  Kohl  is  using 
the  fiscal  crunch  to  put  pressure  on 


unions  to  cut  their  wage  demands  and 
on  federal  and  state  governments  to 
pare  back  spending. 

RUSSIA  

Insurer  American  International  Group 
Inc.  and  a  consortium  of  Western 
and  Russian  partners  are  opening 
Moscow's  first  joint-venture  investment 
bank.  Engineered  by  AIG  Chairman 
Maurice  R.  Greenberg  and  approved 
by  Russian  President  Boris  N.  Yeltsin 
on  Oct.  26,  the  partnership  includes 
the  nation's  gas  industry,  military  pen- 
sion fund,  and  several  energy-produc- 
ing regions.  Western  backers  include 
broker  Smith  Barney,  Chemical  Bank- 
ing, and  the  British-American  invest- 


ment banking  partnershij)  of  .J.  Rot 
child,  Wolfensohn.  The  l:)ank  will  tar 
Russia's  ailing  defense  and  energy 
dustries  as  prime  candidates  for 
structuring  and  foreign  capital. 

CZECHOSLOVAKIA  

Slovak  officials  started  pushing  c 
ern  Europe  to  the  brink  of  a  p< 
ical  crisis  this  week  when  they  be 
diverting  water  from  the  Danube 
the  controversial  Gabcikovo  Dam.  ' 
15-year-old  project  is  strongly  oppi 
by  Hungary,  which  threatens  • 
nomic  reprisals,  and  it  could  also  ^ 
relations  with  the  Czech  republic.  < 
many  is  throwing  its  political  and  >■ 
nomic  weight  behind  Hungary. 


66  BUSINESS  WEEK/NOVEMBER  9,  1992 


INTERNATIONAL  ( 


FHE  INCREDIBLE  EXPANDING  FAX 

YOUR  BUSINESS  CAN'T  OUTGROW  IT 
THE  COIVIPETITION  CANT  OUTPERFORIVI  IT 


Nothing  else  looks  like  it,  or  works  like  it. 

The  RICOH  plain  paper  laser  FAX4500L  gives  your 
business  a  whole  new  combination  of  expandability  and 
productivity.  Its  memory  can  expand  from  57  to  1,200  pages 
and  its  paper  supply  can  grow  from  250  to  an  unprecedented 
2,250  sheets.  Which  means  no  matter  how  big  your  business 
gets,  the  FAX4500L  just  gets  more  impressive. 

Productivity?  The  FAX4500L  scans  at  a 
rate  of  approximately  2  seconds  a  page,  and 
transmits  at  a  rate  of  6  seconds,  upgradable  to 
1.5  seconds*  a  page.  Unattended.  Plus, 
it  has  dual  access.  Allowing  you  to  scan 
a  document  into  memory  even  while 
you're  sending  or  receiving.  That  means 
less  time  faxing,  more  time  producing. 

Get  your  office  working  more  productively. 
Call  1-800-63-RICOH  ext.  1380  today. 


THE  RICOH 
FAX4500L 


THE  NAME  TO  KNOW 
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1-800-63-RICOH 
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je  of  their  assets  in  order  to  fulfill  their 
iness  objectives,  in  fact,  this  year  we  will  make 
billion  available  to  American  companies. 
;se  funds  will  be  used  to  restmcture  debt, 
chase  or  lease  new  equipment,  and  generally 
)lement  the  decisions  that  increase 
ductivity  and  competitiveness. 


For  information  about  how  The  CIT  Group 
can  help  you,  call  1-800-545-5440. 


america's 
Most  Exi'hrii;nced 
Asset- Based 
Lender 
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PLANE  MAKERS  SEE 

THE  GROUND  COMING  UP  FAST 

Tough  'Irc.ei  for  airlines  7:±ar.  a  real  slog  for  manufacturers 


T:.-  i:  Boeing  Co.  airplane 

Glints  m  :;ea"ue  was  aire&dv  glum. 
Wrd-.  recession  bartering  its  airtine 
ciisuoniers.  Boe'Ir.g  cut  production  of  its 
73T  jet  in  October  and  is  planning  to 
stash  T-o"  output  in  1993.  iS'ow.  the 
TTorid's  r.iggest  plane  btiilder  inas  an- 
nounced ra ore  bad  nevrs:  Profits  fell  ^-"-^ 
in  the  ±ird  quarter.  Even  more  ominous, 
its  treasure^d  :jaci-tiog  of  Domrrierciai  jets 
iiid  54  billio'  ::.  ;ust  three  months,  to  ^8 
billion.  The  nev.  ;  jarred  analysts  and 
prompted  an  Oct.  iri:  ;eII-off  c:  Boeing 
stock. 

V.'aii  -Street  i^^ad  :,-:tter  prepare  for 
more  grim  news — am  not  just  from 
Boeing.  Around  the  wori .  the  commer- 
cial aircraft  iridTistrv  is  in  a  :izr;ang  taii- 
spin.  Ti-.e  trjree  rriajor  rnan  .ficturers — 
B'oeing.  .-orb'is  Industrie,  an:  McDon- 
nell Douglas — are  slashing  pr:cuction 
rates.  Engine  bu.uder  Pratt  &  Vv'nimev  is 
laying  off  wori-iers.  Leasing  giant  '^f-a 
Group  PLC  of  Ireland  is  struggling  to 
dump  plane  orders  tlnat  it  can't  afford 
and  also  baaling  nimors  of  possfbie 
insolvency.  .Some  observers  even  thiirik 
iirlcDonneH  Douglas  Corp.  may  be 
squeezed  out  of  thie  jetliner  bTusiness. 

By  now.  things  were  supposed  to  be 


rx-  :u" 


thought  airlines  would  be  working 
through  their  financial  woes  and  lool-dng 
CO  add  capacity  in  1993.  Instead.  loss- 
plagued  carriers  are  canceling  and 
stretchiing  out  orders.  Some  l.OOO  of  the 
world's  &,0GO  airliners  sit  idle  in.  desert 
parking  lots  in  Arizona  and  Califorrua — 
2Cl»)  of  them  fairly  new  planes.  Even  Da- 
vid .Jennings.  Airbus'  normally  opumistic 
marketing  vice-president,  sees  no  pickup 
'before  late  next  year.  Others  are  far 
less  sanguine.  The  slump  could  stretch 
into  'So  or  '96  and  force  furt-her  prc<iuc- 
tion  cuts,  predicts  Paris  c-onsuitant  Ber- 
rran:  tTvoire.  president  of  Corisultair. 
DESPERATION.  Executives  at  major  U.S. 
i._-...-.-r.-  pessimism  is  the  order  of  the 
day.  Urmerred  by  consumers'  reluctance 
to  fiy  at  anvthing  but  Sre-sale  prices,  by 
low  pricing  from  airlines  operating  in 
bankruptcy,  and  by  a  decline  in  the 
world  economy,  the  big  tlnree  U.  S.  air- 
lines are  approaching  desperation, 
■■"^•'e're  losing  our  sriirts — and  so  is  ev- 
e.-rone  else."  says  Executive  VicerPresi- 
dent  Robert  W.  Ba.ker  of  .Ajnerican  .Air- 
lines Inc.  .And  «.Tth  662  p'lanes — the 
wor.i's  largest  tleet.  roug'hiy  the  size  of 
the  British  .-Virvravs.  Air  France. 


ETOubies  alone  are  enough  lo  infect  man 
ufacmrers.  Says  Baken  ""In  my  —le 
the  aircraft  manufacturers  must  be  pre 
pared  to  go  through  1994  and  19i95  v-nth 
out  building  very  many  airplanes.' 

-Aircraft  manufacturing  has  kmg  neei 
a  b«Dom-and-bust  'business.  .Airiines  or 
planes  w'feen  nmes  are  good — and  star 
taking  delivery  when  times  ttim  bad 
But  thiis  b-jsu  which  began  in  mi:-: 
is  partic-ulariy  worrisome.  Durj:g 
last  bad  period,  in  19fcl.  makers  o:  an 
craft  engines  at  least  hiad  a  militar 
buflduti  to  balance  weakness  in 
mercial  arena.  DTvoire  at  Co.ns 
notes  that  the  current  recession  is  tn^ 
first  time  since  World  War  n  that  worl< 
airline  traffic  actoaOy  declined-  -And  h- 
sajrs  there  b.as  never  been  such  a  peri 
of  ""crazy  ordering"  as  the  stanr.teie  j 

^      A  FALLOFF  IN 

AIRCRAFT  ORDERSJ 
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jy  planes  in  the  late  1980s.  At  the 
jijrht  ol"  the  fever,  in  1989,  airlines  or- 
3re<l  1,588  |)lanes.  So  now,  carriers  are 
^rambling  to  reverse  their  earlier  folly 
y  canceling  or  pushing  orders  as  far 
;to  the  future  as  they  can. 

The  three  largest  U.  S.  airlines  have 
ready  announced  cuts  in  capital  spend- 
g  for  the  next  few  years  totaling  $15 
jlion.  The  carriers  won't  rule  out  addi- 
onal  cuts.  But  even  if  passenger  travel 
cks  up,  or  if  airlines  succeed  in  raising 
ires,  that  won't  automatically  help 
lanufacturers.  Thomas  J.  Roeck  Jr., 
elta  Air  Lines  Inc.'s  chief  financial  offi- 
;r,  says  Delta  plans  to  "age  the  fleet" 
•  improve  its  balance  sheet.  Between 
)92  and  2001,  the  average  age  of  a 
elta  plane  will  jump  from  9.2  to  10.8 
3ars.  And  "hush-kits"  are  now  compet- 
,g  with  plane  orders.  Just  a  year  ago, 
lys  Roeck,  Delta  intended  to  buy  new, 
)-called  Stage  3  aircraft  to  meet  federal 
aise  regulations.  Now,  Delta  plans  to 
itfit  Stage  2  aircraft  with  hush-kits — 
hich  bring  older  planes  to  regulation 
andards  for  just  $3  million,  vs.  $40  mil- 
m  or  so  for  a  replacement  plane.  Amer- 
an  and  United  Airlines  Inc.  say  they're 
ioking  at  hush-kits,  too. 
ROADER  CUTS.  Boeing  will  cut  8,000 
lbs  by  yearend,  roughly  half  of  them 
scause  of  production  cuts  on  the  737 
[id  757.  Airbus  has  slowed  its  own  as- 
?mbly  lines  three  times  in  1992  and 
jstponed  the  launch  of  its  new  A319. 
ouglas  is  expected  to  make  production 
Its  of  407'  on  its  MD-11.  Engine  maker 
ratt  recently  announced  planned  lay- 
ffs  of  4,800.  But  Salomon  Brothers  Inc. 
rialyst  George  Shapiro  says  manufac- 
irers  are  still  "too  optimistic"  and  pre- 
icts  further  slowdowns.  Although  cuts 
3  far  have  affected  narrowbody  planes, 
oth  Shapiro  and  D'Yvoire  say  weakness 
1  Europe  and  Japan  could  force  manu- 
icturers  to  make  fewer  of  the  expen- 
've  widebodies,  too — particularly 
oeing  767s  and  possibly  747s. 

The  excess  capacity  is  hitting  players 
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LUMMETING  DELIVERIES 
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DATA:  ESG  AVIATION  SERVICES 


DOUGLAS  IS  STRUGGLING 
FOR  ALTITUDE 


The  list  of  once-proud  builders  of 
commercial  airliners  that  have 
faded  from  the  scene  is  long,  and 
the  names  are  venerable:  Lockheed, 
Dassault,  Convair,  North  American, 
and  Republic.  Now,  as  the  worst  air- 
craft-sales slump  in  at  least  a  decade 
drags  on,  many  people  are  asking:  Is 
Douglas  Aircraft  Co.  poised  to  join 
that  roster? 

Decades  ago,  the  aerospace  giant 
sold  nearly  half  the  world's  civilian  air- 
craft. But  failure  to 
expand  its  line  suffi- 
ciently has  taken  a 
toll.  "Today,  Douglas' 
share  of  the  com- 
mercial airliner 
backlog  has  shrunk 
to  a  scant  12%,  mak- 
ing it  a  distant  third 
globally  behind 
Boeing  Co.  and  Air- 
bus Industrie.  The 
work  force  at  Doug- 
las has  been  slashed 
by  a  third  since  mid- 
1990  to  cut  costs. 
Recently,  sales  of  its 
new  MD-11  wide- 
body  have  stalled. 
And  a  much-needed 
$2  billion  investment 
in  Douglas  by  Tai- 
wan Aerospace  ap- 
pears to  have  crash-landed. 

Many  observers  think  the  crunch 
could  push  McDonnell  Douglas  Corp. 
out  of  making  commercial  airliners.  "I 
certainly  don't  worry  about  Airbus  or 
Boeing,"  says  John  C.  Pope,  president 
of  United  Airlines,  a  big  Boeing  cus- 
tomer. But  "you  have  to  wonder  what 
will  happen  to  McDonnell  Douglas." 
Bertrand  d'Yvoire,  president  of 
France's  Consultair,  says  it's  "hard  to 
believe  Douglas  will  survive." 
DEFENDERS.  Deliveries  have  tumbled. 
In  the  third  quaiter,  the  number  of 
planes  delivered  fell  407',  driving  earn- 
ing from  commercial  aircraft  down 
43%,  to  $52  million.  And  orders  are 
weak.  First  Boston  Corp.  analyst  Peter 
L.  Aseritis  notes  that  in  the  first  half 
of  1992,  Douglas  booked  net  new  or- 
ders of  only  one  plane — compared  with 
111  for  Boeing  and  more  than  50  for 
Airbus.  General  Dynamics  Corp.'s  Con- 
vair Div.,  which  supplies  the  fuselages 
for  the  MD-11,  last  month  announced  it 
will  cut  its  work  force  by  40%  to  match 
looming  production-rate  cuts  by  Doug- 
las. "McDonnell  is  buying  time  by  low- 


SALES  OF  THE  MD-1 
LAUNCHED  IN  1990, 


ering  the  production  rate  and  stretch- 
ing out  its  backlog,"  says  Aseritis, 
"but  you  can't  get  one  new  order  every 
six  months  and  stay  in  business." 

To  be  sure,  Douglas  has  defenders. 
Thomas  J.  Roeck  Jr.,  chief  financial  of- 
ficer at  Delta  Air  Lines,  a  major  Doug- 
las customer,  argues  that  despite  a  li- 
quidity crunch  in  late  1990,  McDonnell 
Douglas  assured  the  future  of  its  com- 
mercial-aircraft business  when  it  suc- 
cessfully launched  the  MD-11  that  Oc- 
tober. "In  my  mind, 
the  issue  now  is  how 
big  the  company  will 
be,"  says  Roeck, 
"not  whether  the 
company  will  be  in 
the  business." 

John  F.  McDon- 
nell, chief  executive 
of  parent  McDonnell 
Douglas,  argues 
that  Douglas  sur- 
vived an  even  worse 
crunch  in  the  early 
'80s.  It  maintained 
production  then  by 
"renting"  airplanes 
to  American  Airlines 
Inc.  on  short-term 
leases.  "This  is  a  cy- 
clical business,  and 
so  far  it's  not  as  bad 
as  it  was  the  last 
time  around,"  McDonnell  says.  "It 
hasn't  affected  our  long-term  support 
for  Douglas  Aircraft." 

But  optimism  is  becoming  difficult. 
McDonnell's  defense  business  has  solid 
prospects,  thanks  to  President  Bush's 
decision  to  allow  the  sale  of  McDonnell 
F-15s  to  Saudi  Arabia  and  Bill  Clinton's 
call  for  a  more  mobile  U.  S.  military. 
But  McDonnell's  stock  has  nose-dived 
40%  since  January — in  part  because  of 
concerns  that  costly  new  spending  on 
commercial  planes  could  strangle  the 
financially  strapped  parent. 

Few  observers  believe  an  investment 
by  Taiwan  Aerospace  can  be  revived, 
especially  after  TaiAero's  recent  plane- 
building  deal  with  British  Aerospace 
PLC.  And  the  Taiwanese  money  was 
critical  to  funding  Douglas'  planned 
MD-12  double-decker  widebody.  John 
McDonnell  is  trying  to  put  the  best 
face  on  a  bad  situation.  "The  pressure 
is  off,"  he  says.  "With  the  MD-12  not 
being  imminent,  the  need  [for  cash]  is 
not  imminent."  Not  the  most  persua- 
sive argument  for  a  promising  future. 

Bi/  James  E.  Ellis  in  Chicago 


I  WIDEBODY, 
HAVE  STALLED 
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Wne  hundred  forty 
airlines  trust  Unisys 
with  reservations. 


Without  reservations. 


Passenger  and  cargo  reserva- 
;ions  fuel  the  airline  business. 

So  it's  not  surprising  that  four- 
;een  of  the  world's  twenty  leading 
carriers  rely  on  Unisys  reservations 
solutions  to  maximize  revenue  for 
3very  flight. 

A  growing  fleet  of  Unisys  cus- 
tomers-including Northwest,  Air 
Prance,  All  Nippon  and  United- 
iepends  on  Unisys  for  high-powered 
mswers  to  mission-critical  assign- 
nents  such  as  booking,  departure 
control,  operations  scheduling,  yield 
nanagement  and  more. 

21992  Unisys  Corporation 


Like  our  60,000  other  customers 
in  all  lines  of  business,  recent  arrivals 
Air  Canada,  Mexicana  Airlines  and 
TAP-Air  Portugal  know  us  as  a  leader 
in  mission-critical  solutions  for  heavy- 
volume  computing  environments. 

And  in  100  countries,  our  cus- 
tomers know  that  the  quality  of  our 
solutions  reflects  not  only  the  quality 
of  our  technology,  not  only  the 
quality  of  the  services  behind  the 

UNiSYS 

We  make  it  happen. 


systems,  not  only  the  quality  of  our 
industry  experience-but  ultimately 
the  quality  of  our  commitment  to 
the  customer. 

A  commitment  that  lifts  Unisys 
to  the  top  of  customer  satisfaction 
surveys  in  markets  as  demanding 
as  Japan. 

Whether  you're  in  airlines, 
banking,  government  or  telecommun- 
ications, call  us  at  1-800-874-8647, 
ext.  167.  Ask  how  Unisys  can 
help  your  business  gain  altitude 
by  putting  your  systems  on 
solid  ground. 


AN  OFFER 
WORTH  THE  PAPER 
IT'S  PRINTED  ON. 

With  every  new  subscription. 

Business  Week  will  plant  a  tree 

in  one  of  America's  Heritage  Forests. 


ndustries 


Every  week  Business  Week  brings  you  up  to 
date  on  the  world  of  business.  We're  committed 
to  bringing  you  coverage  of  business  news  that 
is  not  only  timely  but  insightful.  Now,  we're 
also  committed  to  teaming  up  with  you  to  make 
a  positive  contribution  to  our  environment. 

With  the  help  of  the  Global  ReLeof  Campaign 
of  the  American  Forestry  Association  (AFA),  we 
will  plant  a  tree  in  one  of  America's  Heritage 
Forests  with  every  new,  paid  Business  Week 
subscription. 

Global  ReLeaf  educates  people  on  opportunities 
to  enhance  the  environment  through  improve- 
ment of  trees  and  forests.  The  campaign  creates 
these  positive  environmental  opportunities  for 
individuals,  community  groups  and  businesses. 

The  Heritage  Forest  Program  is  one  such 
opportunity.  Heritage  Forests  are  special  public 
lands,  selected  by  the  AFA  as  lands  where 
private-sector  donations  can  create  new  forests, 
that  would  not  be  possible  under  existing  public 
programs  and  budgets. 


HA 


SUBSCRIBE  TO  BusinessWeek  NOW 

We'll  plant  your  tree  and  still  offer  you 
substantial  savings.  At  only  89(an  issue, 
you  save  64%  off  the  $2.50  (over  price 
and  make  a  positive  contribytion  to  the 
environment. 

Enjoy  the  convenience  of  having  Business 
Week  delivered  and  the  satisfaction  of 
having  done  something  to  help  improve 
and  preserve  America's  forests. 

It's  easy  to  do.  Fill  out  one  of  the 
post-paid  wrds  found  in  this  issue  and 
drop  it  in  the  •mail  today  or  call  toll-free 
1-800-635-1200. 

For  more  informolion  on  the  Clobol  ReLeof  Progfom.  call  (207)  667-3300 
or  write  to  them  at  P  0  Sox  2000,  Washington,  DC  2001 3 


across  the  board.  Next  to  Douglas,  Irish 
leasing  giant  GPA  Group  may  be  the 
most  severely  affected.  Last  June,  with 
$12  billion  in  aircraft  orders  on  the 
books,  $5  billion  of  that  scheduled  for 
delivery  within  two  years,  high-flying 
GPA  desperately  needed  cash.  But  when 
the  company  attempted  a  $750  million 
initial  public  offering,  investors  in  the 
U.  S.  and  Britain  gave  an  embarrassing 
thumbs-down.  GPA  was  swimming 
against  the  tide:  The  market  for  iPos 
had  gone  bust,  and  the  airline  industry 
was  severely  depressed.  But  institution- 
al investors  especially  shied  away,  be- 
lieving GPA  was  dangerously  ex]}osed  to 
credit  risks.  The  bulk  of 


its  customers  are  start- 
up airlines  in  develop- 
ing countries.  Now,  it  is 
battling  rumors  that  it 
will  need  bankruptcy 
protection  to  restruc- 
ture its  purchasing  obli- 
gations. GPA  Vice-Chair- 
man  James  M.  King 
calls  such  stories  "a 
complete  load  of  rub- 
bish." Most  experts  con- 
cede the  idea  is  far- 
fetched, since  big 
lenders  have  too  much 
at  stake  to  allow  a 
bankruptcy.  GPA  al- 
ready has  unloaded  $5 
billion  of  its  $12  billion 
in  purchase  obligations.  But  the  compa- 
ny remains  embroiled  in  a  nail-biting  se- 
ries of  negotiations  with  aircraft  manu- 
facturers, banks,  and  shareholders. 
Even  with  a  brighter  long-term  future, 
GPA  will  emerge  greatly  reduced  in  size 
and  without  the  flashy  25'/  annual  earn- 
ings growth  of  recent  years. 
SOME  ARE  SAFE.  Fokker  may  emerge  in  a 
different  form,  too.  The  worsening  glob- 
al airline  situation  has  pushed  the  Dutch 
aircraft  maker  into  a  cash  bind.  Fokker 
put  off  a  needed  share  offering  last 
spring  because  it  thought  a  deal  for 
Deutsche  Aerospace  to  purchase  517'  of 
its  shares  was  imminent.  Fokker  claims 
now  that  the  deal  is  in  the  final  stages 
of  negotiation,  but  at  a  price  roughly 
$180  million  lower  than  estimated  last 
July.  If  the  deal  doesn't  happen,  Fokker 
may  have  to  tap  the  Dutch  government 
for  a  loan. 

For  Boeing  and  Airbus,  the  pain  is 
less  severe.  Should  Douglas  quit  making 
jets,  both  of  them  will  gain  significant 
market  share.  Moreover,  both  manufac- 
turers' backlogs  are  buoyed  by  a  contin- 
ued influx  of  non-U.  S.  orders.  "An  aw- 
ful lot  of  people  in  this  country  think  the 
world  stops  at  each  ocean,"  says  Jack  E. 
Howard,  Boeing's  director  of  market  re- 
search. "A  few  years  ago,  we  figured 


EVEN  THE 
INDUSTRY  GIANT, 

BOEING,  IS 
TURNING  ITSELF 
INSIDE  OUT 


out  that  wasn't  true."  In  1970,  he  says, 
707f  of  Boeing's  backlog  was  with  U.  S. 
customers.  This  year,  however,  more 
than  607  of  new  airplane  orders  came 
from  overseas.  He  notes  that  Boeing  is 
enjoying  strong  growth  in  the  Asia-Pa- 
cific region.  Japan  Air  Lines  Co.,  despite 
tjie  tough  times,  hasn't  deferred  any  or- 
ders. And  orders  from  Chinese  and 
Southeast  Asian  carriers  are  pouring 
in.  Last  May,  Malaysia  Airlines  ordei'  il 
17  737s. 

Once  the  current  slump  ends,  experts 
see  a  return  to  normal  growth  and  big 
business  in  replacing  widebodies.  Willi 
its  A340  and  A330  reaching  the  skies  in 
1993,  Airbus  is  well  po- 
sitioned for  that.  Orders 
for  Boeing's  777,  which 
will  roll  off  the  assem- 
bly line  by  1995,  are  do- 
ing reasonably  well. 
But  Boeing  is  still  wor- 
ried. Although  it  main- 
tains a  solid  507  to  60'  ■ 
market  share  and  is  the 
lowest-cost  producer 
and  the  only  profitable 
maker  in  the  business, 
the  behemoth  is  turning 
itself  inside  out  to  pi  <  - 
pare  for  the  futuic 
Last  year,  close  to  loo 
of  its  top  executives 
flew  to  Japan  on  study 
missions,  and  this  year 
the  company  is  quietly  forcing  all  man- 
agers to  undergo  an  intensive  six-day 
course  in  "world-class  competitiveness.  " 
PAIRING  OFF.  That  sense  of  urgency  is 
no  doul»t  reverberating  throughout  the 
industry.  Even  after  things  pick  up, 
manufacturers  face  new  and  awesome 
challenges  in  the  years  beyond.  Jim 
Beyer,  editor  of  Avmark  Newsletter. 
predicts  that  several  years  down  the 
road,  "the  Russians  might  come  in  as 
No.  3."  And  as  Asians  account  for  an 
increasing  percentage  of  world  aircraft 
purchases,  countries  in  that  region  won't 
remain  content  just  to  buy. 

Asian  producers  will  seek  to  work  in- 
creasingly with  U.  S.  and  European  air- 
craft makers  as  partners.  But  some  in- 
dustry players,  including  Boeing,  feai- 
the  day  may  not  be  far  off  when  compa- 
nies in  Japan,  Taiwan,  Korea,  and  else- 
where could  band  together  in  a  new  pan- 
Asian  challenger  similar  to  the 
European,  government-backed  Airbus 
consortium.  The  world's  airlines 
wouldn't  mind  the  extra  competition  at 
all.  But  it  could  spell  a  new  round  ul 
tough  times  for  an  industry  that  already 
has  its  share  of  headaches. 

By  Andrea  Rothman  in  New  YorL-. 
Stewart  Toy  in  Paris,  and  Don  Jones  IV////, 
///  Seattle,  with  bureau  reports 
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INDUSTRI 


To  suggest 

that  youve  created 

"the  renaissance 

of  the  American  car" 

takes  incredible 
nerve* 


Cah  forward  desij^n 
moves  the  wheels 
toward  the  corners 
ot  the  vehicle,  re- 
sultin)^  in  a  wider 
track  than  any 
Acura,  Intiniti, 
BMW,  or  Lexus. 


For  all  ot  you  who  value  an  ample  amount  ot  leKtoom,  take  com- 
tort  in  what  Car  ami  Driver  said  about  the  Concorde's  hack  seats... 
'Entry  back  there  is  like  tallin}^  intt)  a  barn." 


The  Concorde's  available 
valve  V-6  delivers  a  husky  -i 
horsepower.  That's  m(>rf  1 
power  than  the  Acura  Ivn 
and  the  BMW  525i.  And  ii 
torque  than  a  Nissan  300Z. 


Or,  in  our  case 


Gettini;  behind  the  wheel  ot 
the  Concorde  inspired  the 
writers  of  Popular  Mechanics 
to  say,  "the  steerinf^  wheel 
provides  ^lood  teedback,  per 
haps  even  better  than  many 
Asian  imports." 


It  yt)u're  familiar  with  automotive  terminolo','y,  the  Concorde  has  MacPherson  struts  in  the  front,  a  rft 
minolof^y,  just  kncm'  that  AuioWeek  concluded,  '.'..For  the  dollars  it  costs,  this  is  an  amazing  car."  Whfi 


See  limited  warranties  at  dealer.  Restrictmns  apply  3/36  excludes  rn>rmal  maintenance,  adjustments  and  wear  items.  'U.S.  o 


If  a  wheel  begins 
to  slip, 
available 
traction  contro 
takes  over. 


loors  are  triple 
against  wind  noise 
(ion.  Impact- 
bing  door  beams 
tached  to  the  door 
area... where  the 
is  strongest. 


Slip  into  the  driver's  seat  and  you'll  notice  standard 
dual  air  bags.  Flip  on  the  turn  signals,  wipers  and 
lights.  You'll  know  why  Car  ami  Driver  was  compelled 
to  say  that  they  "all  move  like  silk  on  silk." 


n  mere 


dible 


Just  how  effective  is  the  Concorde's 
air-conditioning  system?  It  has  23,000 
BTU's,  enough  power  to  cool  a  1,500- 
square-foot  house.  Not  to  mention 
separate  adjustable  heating  and  air- 
conditioning  vents  for  rear  passengers. 


car. 


the  rear,  and  four-wheel  anti-lock  disc  brakes.  It  you  really  don't  care  about  automotive  ter- 
sest that  you  take  a  test  drive.  After  all,  why  should  the  automotive  writers  have  all  the  fun.' 


•V  Chrysler  Canada. 


No  matter  how  you  look  at  it, 
you  have  to  look  at  it.  For  more  information, 
call  h8004A^Chryslen 


arketin 


/ERTISINGI 


tEAL  MEN 

tUY  PAPER  TOWELS,  TOO 


ore  ads  aim  at  the  guys  who  do  the  household  shopping 


Mike  LaFavore  sees  himself  as  a 
pretty  liberated  guy.  Both  he 
and  his  wife  work  long  hours— 
's  executive  editor  of  Men's  Health 
igazine,  and  she's  a  free-lance  writ- 
— so  they  split  household  and  child- 
re  chores.  Grocery  shopping?  LaFa- 
re,  40,  considers  himself  a 
ister.  "I'm  certainly  not 
ibarrassed  to  be  seen 
opping,"  he  says.  One 
!ng  he  adds,  though:  "I 
aild  not  be  caught  dead 
th  coupons." 

Meet  New  Age  Man  and 
>  shopping  cart.  Market- 
3  are  trying  harder  than 
er  to  entice  him  to 
y  products  that  have 
en  traditionally  pur- 
ased  by  women.  LaFa- 
re  knows  about  this 
merest  firsthand.  The 
rrent  issue  of  Men's 
'■dth,  a  650,000-circula- 
n  monthly,  sports  full- 
ge  ads  for  Dannon 
gurt,  Advil  pain 
jdicine,  Colgate  tooth- 
uslies,  Kraft  salad 
essing,  and  Nutra- 
'eet.  Other  marketers 
;h  as  Kmart,  Campl)ell 
up,  Procter  &  Gamble, 
d  Johnson  &  Johnson 
ve  run  ads  showing 
m  cuddling  babies, 
opping  shrewdly,  and 
ipensing  peanut  butter. 
NTED  EGOS?  Behind  such  efforts  is  the 
ute  force  of  statistics.  With  70%  of 
•men  holding  jobs  outside  the  home, 
llions  of  men  are  doing  chores  their  fa- 
?rs  would  never  have  dreamed  of.  Ac- 
'ding  to  marketing  consultant  Allen 
•Cusker,  president  of  Canaan  Parish 
oup,  in  New  Canaan,  Conn.,  men 
Jght  25%  of  the  groceries  in  the  U.  S. 
t  year,  up  from  17%  five  years  ago. 
slsen  Marketing  Research  says  males 
y  billions  of  dollars'  worth  of  such  ho- 
rn items  as  detergent  and  baby  food 
ble)— products  whose  markets  have 
•ently  been  growing  sluggishly,  if  at 
Small  wonder,  then,  that  marketers 


ai-e  taking  aim  at  men  after  battling  for 
decades  to  influence  women's  purchases. 

Marketers  are  treading  carefully, 
though.  They're  wary  of  denting  male 
egos  forged  in  the  tradition  that  the 
only  things  men  should  buy  are  booze, 

KMART  TRIES  TO 
PUT  MALES  AT  EASE 
BY  CASTING 
COMMERCIALS 
WITH  AN  ACTOR 
WHO  LOOKS  LIKE 
A  MAN'S  MAN. 
J&J IS  CAREFUL 
TO  SHOW 
WEDDING 
RINGS  AND 
BRAWNY 
FOREARMS  IN 


Introducing  Johnson's  Baby 
Diaper  Rash  R«f lef. 


The  faster  way  to  a  happy  ending. 


LOOK  WHO'S  PUSHING 
THE  GROCERY  CART 


Percentage  bought 
by  men 

1991  men's 
purchases* 

FROZEN  FOODS 

32% 

$1,597 

DETERGENT 

27 

1,102 

SOUP 

30 

655 

COLD  REMEDIES 

30 

486 

BABY  FOOD 

24 

390 

BAKING  MIXES 

21 

259 

BOTTLED  WATER 

40 

155 

"Millions 


DATA:  NIELSEN  HOMESCAN 


cars,  and  electronics.  Peter  Hirsch,  crea- 
tive director  of  Kmart's  ad  agency,  Ca- 
let,  Hirsch  &  Ferrell  Inc.,  has  seen  men 
thrash  out  this  shopping  angst  in  focus 
groups.  "Men  sit  there  with  their  foot- 
ball shirts  and  their  baseball  hats  and 
say:  'I  do  the  shopping  and  take  the 
laundry  down,' "  he  says.  "Then  they 
look  around,  because  they  don't  want 
to  be  the  only  bozo  doing  the  laundi'y." 

To  put  embarrassed  male  shoppers  at 
ease,  Hirsch  has  devised  hundreds  of 
TV  spots  for  the  $35  billion  retailer. 
Many  show  men  shopping  at  Kmart  for 
such  unmacho  items  as  baby  shampoo 
and  children's  books.  The  key  is  cast- 
ing a  manly  type.  Take  the  spot  of  a 
dad  tossing  baby  shampoo  into  the  cart 
while  talking  to  his  infant.  The  actor, 
Mike  Starr,  had  a  more  violent  role  in 
the  movie  Goodfella.s:  He  helps  orches- 
trate a  heist  before  showing  up  dead  in 
a  garbage  truck.  Kmart,  whose  sales  in- 
creased 8%  last  year,  is  so  pleased  with 
the  campaign  that  it  plans  new  spots 
with  similar  themes. 
SPORTS  NUTS.  Campbell  Soup  Co.  has 
also  tried  to  appeal  to  maleness  since 
Anthony  J.  Adams,  the  company's  re- 
search director,  found 
that  80%  of  all  men  do 
some  major  food  shop- 
ping every  month.  So 
the  marketer  has  delib- 
erately been  using  more 
men  in  ads  and  buying 
pages  for  Chunky  Soup 
in  such  male-oriented 
magazines  as  SpoTts  Il- 
lustrated, Field  & 
Stream,  and  Rolling 
Stone. 

Adams  also  wants 
Campbell's  TV  ads  to 
reach  men  as  well  as  the 
traditional  core  audience 
of  women.  In  a  spot  for 
Campbell's  Prego  spa- 
ghetti sauce,  Fi-ego  drips 
more  slowly  than  rival 
Ragu  through  cheesecloths  into  glass 
bowls.  How  does  that  work  for  guys? 
It's  competitive,  for  one.  Says  Adams: 
"Comparison  advertising  strikes  a  famil- 
iar chord  with  men,  because  they're  l)ig 
sports  nuts."  And  the  idea  of  rib-sticking 
satisfaction  is  also  supposed  to  grab 
men.  Prego  has  been  holding  on  to  its 
26%  market  share,  while  Ragu's  is  down. 

Other  ads  emphasize  the  nurturing 
side  of  New  Man.  In  a  current  commer- 
cial by  Grey  Advertising  Inc.  for  Proct- 
er &  Gamble  Co.'s  Jif  peanut  butter,  a 
mother  and  two  fathers  sit  in  a  play- 
ground with  their  children.  "Funny.  All 
you  guys  used  to  talk  about  was  sports 
and  cars,"  muses  the  mother.  "Yup,"  says 
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Yon 
can  t  Luy 
your  corporate 
image. 
But  you 
can  det  it. 


ree. 


t  a  time  wKen 
corporations  spend  millions 
to  enliance  tKeir  images, 

let  Cross  do  it  free. 
Riglit  now,  we'll  place  your 
company  emtlem  on  your 
cKoice  of  our  new  Medalist, 
Blue,  or  Gray  writing 
instnuTients,  free!  Simply 
order  a  minimum  of  48 
writing  instruments  and  place 

tlie  order  tlirougli  an 
authorized  Cross  Distributor. 

'Free  eniJilems  are  availalile  only  one  time 
per  emtlem  design  and  include  new  or  current 
designs.  Offer  expires  Decemlier  31,  1992. 

For  complete  details  and  a  catalogue,  call 

1-800-241-8269 

8:30  to  4:30  E.S.T.Mon.-Fri. 

Or  attack  your  business  card  (witli  logo)  to  tfiis 
ad  and  mad  to:  A.T.  Cross  Company, 

t)4;\ll.ion  Road,  LincoLi,  RI  02865-3700 


CROS" 

SINCE   1  846 

Unquestioned 
Lifetime  Mechanical 
Guarantee 
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one  father.  "Now,  it's  playground  and 
peanut  butter."  One  little  girl's  mother  is 
nowhere  to  he  seen— a  big  change  for 
p&(;,  which  intoned  for  years  that 
"Choosy  mothers  choose  Jif." 

Plenty  of  companies,  though,  don't 
much  like  to  discuss  any  efforts  to  reach 
male  shoppers.  .T&J's  ads  for  Baby  Di- 
aper Rash  Relief  show  the  hairy  hand  oi 
a  man,  wedding  ring  in  view,  liftino 
bal)y.  Seems  like  a  clear  bid  for  the  pa 
ternal  vote.  But  .J&.J  will  say  only:  "This 
ad  demonstrates  a  commitment  to 
understanding  the  changing  lifestyles  oi 
pai-ents."  Scott  Paper  Co.  won't  identifj 
the  audience  targeted  in  ads  for  Baby 
Fresh  wipes,  which  depict  a  baby  .smil 
ing  at  a  man's  partially  hidden  face. 

Why  the  reticence?  Some  cynics  saj 
the  pitches  are  really  women's  ads  it 
politically  correct  clothing.  The  logic 
Women  find  reassurance  in  ads  wher( 


Some  marketers  say 
women  also  respond  to 
the  ads — whether  they 

reflect  reality  or  not 


men  are  enthusiastically  shoulderinj 
their  share  of  family  chores— whethe 
or  not  they  actually  are.  "The  presenc 
of  fathers  in  ads  is  very  popular  amon 
mothers,"  says  Dan  Ambrose,  publishe 
of  Child  magazine. 

Some  marketers  do  say  ads  with  me: 
help  them  reach  women.  In  a  curren 
commercial  for  Uiijohn  Co.'s  Motrin  l 
l)ain  reliever,  a  burly  father  sits  down  t 
a  make-believe  tea  party  with  his  : 
headed  daughter,  while  an  announ 
says  a  had  headache  almost  forced  thij 
dad  to  forgo  teatime.  The  messa^! 
seems  straightforward:  Motrin  is  strntij 
enough  to  relieve  a  man's  headaclit 
Nope.  "It  really  isn't  an  effort  to  targt 
men,"  says  Bill  Sever,  director  of  analg* 
sic  brands  in  Upjohn's  Consumer  Proc 
ucts  Div.  Sever  thinks  women  will  re; 
son  that  a  painkiller  that  can  help  a  hi 
man  will  work  for  them,  too. 

"Pshaw.  That's  not  what  I  play  h:i'- 
when  I  see  the  commercial,"  says  rn\ 
sultant  McCusker.  "This  ad  shows  ih: 
men  are  now  doing  things  differcn'l 
and  suffer  from  the  same  pains  wkiik- 
do."  Still,  McCusker  agrees  that  subtli  u 
pays  when  selling  such  products  to  iik  i 
For  starters,  there's  the  risk  of  alii'ii  r 
ing  women.  Or  men.  "Men  .still  do  ha\ 
this  macho  complex,"  he  says.  Om 
again,  sexual  politics  makes  Preside 
tial  politics  look  like  child's  play. 

Bij  Laura  Zinii  in  Nor 
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MARKE'C 


Decider,  decider,  decider 


Down -sizing,  upgrading,  multi- platform  envi 
ronments.  Today's  computer  hardware  issues  are 
more  numerous,  more  difficult,  more  critical  than 
ever.  So  how  do  companies  make  decisions? 

According  to  a  new  IntelliQuest  study,  they 
turn  to  the  only  person  qualified  to  decide.  Some- 
one like  Bob  Barrett.  A  person  widi  18  years  in 
computers.  Who  oversees  a  technical  staff  of  75. 
And  whose  buying  decisions  and  approvals  affect 
nearly  3,000  users  worldwide. 
;     In  other  words,  they  turn  to  die  BYTE  reader. 
A  fuU  92%  of  whom  control  the  products  and 
brands  their  companies  buy. 

If  you  want  to  reach  an  audience  as  influential 
IS  this,  then  yours  is  an  easy  decision-advertise 
aBYTF.  _    \   ,  . 


3YTE  reader  Robert  N.  Barrett,  Vice  President  Management 
ntormation  Systems,  M/A-COM,  Inc. 


dciallssues 


WORKPLACE  I 


GETTING  SERIOUS  ABOUT 
SEXUAL  HARASSMENT 


More  companies  are  addressing  it,  but  there's  still  a  long  way  to  go 


Co-pilot  Kathy  Gillies  had  endured 
plenty  from  her  male  colleagues  in 
the  three  years  she  had  worked  for 
United  Airlines  Inc.:  propositions,  porno- 
graphic pictures  in  the  cockjjit,  discus- 
sions of  masturbation.  But  this  summer, 
after  she  charged  that  she  was  attacked 
by  her  flight  captain  in  a  hotel  room,  she 
filed  a  sexual  harassment  claim  with  the 
airline,  requesting  not  to  be  assigned 
with  him  again.  United  investigated,  but 
concluded  "...  we  have  been  unable  to 
establish  that  what  you  alleged  to  have 
occurred  between  you 
and  Captain  X  actually 
took  place."  So  United 
refused  to  guarantee 
the  two  would  not  be 
scheduled  together. 

That  was  the  final 
straw  for  Gillies,  one  of 
436  female  pilots  out  of 
8,400  at  United.  On  Oct. 
13,  she  filed  suit  in  Los 
Angeles  Superior  Court 
against  the  airline  and 
several  employees.  UAL 
Inc.  hasn't  responded  to 
the  charges  of  sexual 
harassment  and  dis- 
crimination, saying 
only:  "We  treat  any 
such  claims  as  serious." 
LAME  STEPS.  Kathy  Gil- 
lies is  a  pilot  in  Los  An- 
geles, but  she  could  be 
an  attorney  in  Miami,  a 
bus  mechanic  in  Louis- 
ville, or  a  former  city 
council  aide  in  New 
York  City,  to  name  a 
few  instigators  of  sexu- 
al-harassment suits  or 
charges  that  have  sur- 
faced with  increasing 
regularity.  A  year  after 
the  Anita  Hill-Clarence 
Thomas  hearings,  the 
Equal  Employment 
Oportunity  Commission 
reports  a  507"  jump  in 
harassment  claims 
(chart,  page  82).  Man- 
agement consultants, 
labor  lawyers,  and  pri- 


vate advocacy  groups,  such  as  9  to  5  and 
the  NOW  Legal  Defense  &  Education 
Fund,  report  that  calls  for  information 
from  companies  and  individuals  have  tri- 
pled. A  recent  survey  of  607  women  con- 
ducted by  the  National  Association  for 
Female  Executives  (NAP'E)  finds  that  60% 
say  they  have  experienced  sexual  ha- 
rassment— up  7  percentage  points  from 
a  poll  taken  right  after  the  hearings. 

More  than  half  the  pollees  said  their 
companies  still  haven't  addressed  the 
problem.  When  they  do,  they  all  too  of- 
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AFTER  ONE  COMPANY'S  TRAINING  CLASS,  MEN  TOLD 
FEMALE  CO-WORKERS:  'FROM  NOW  ON,  WE'LL  CALL 
YOU  "STUPID  JERK"  INSTEAD  OF  "STUPID  BITCH'" 


ten  try  a  token  approach — posting  a  pol 
cy  or  handing  out  a  list  of  dos  an 
don'ts.  "It's  encouraging  that  there 
lots  of  talk  about  harassment  still,"  say 
Helen  Neuborne,  executive  director  o 
the  NOW  Legal  Defense  &  Educatio 
Fund.  "But  has  there  been  real  chang 
in  corporate  behavior?  No." 

Still,  the  hearings  did  induce  some  en 
ployers  to  take  sexual  harassment  ser 
ously.  In  particular,  it  introduced  man 
to  "hostile  workplace"  harassment- 
corporate  atmosphere  or  behavior  th: 
would  offend  a  reasonable  woman- 
which  is  far  more  common  than  the  e) 
plicit-threat  type.  Companies  now  have 
financial  incentive  as  well:  The  passag 
of  the  Civil  Rights  Act  of  1991  mean 
victims  of  sexual  harassment  can  receiv 
punitive  and  compensatory  damage 
Says  Susan  M.  Benton-Powers,  a  partne 
at  Chicago  law  firm  Sonnenschein,  Nat 
&  Rosenthal:  "The  hearings  made  thei 
concerned  about  the  issue.  The 
raised  the  concern  of  the  bottom  line. 

Figuring  it  costs  le; 
to  invest  in  preventio 
than  in  litigation,  man 
companies  have  estal 
lished    training  pr( 
grams  or  revised  the 
current  ones.  Seattl 
management  consultar 
Susan  L.  Webb,  authc 
of  Step  Forward:  Sexi 
a  I  Harassment  in  ty 
Workplace,  notes  th; 
at  one  time,  companif 
routinely  ordered  20 
50  copies  of  a  trainin 
video   or  manua 
dealing  with  sexual  h: 
rassment.    Now,  it 
more    like  2,000 
3,000 — indicating  a  di 
sire  to  educate  the  ei 
tire  work  force,  not  ju! 
senior  managers.  Ml 
ami-based  Knight-Ri 
der  Inc.  now  require 
all  employees  to  take 
two-hour  workshop  ( 
sexual  harassment  i 
sues.   In   the  past 
months,  6,000  out 
20,700  staffers  have  a 
tended.  Responding 
requests  from  front-lir 
managers,  Conoco  In 
in  Houston  has  also  i 
tensified  its  trainin 
augmenting  a  two-yea 
old   program  with 
workshop  specifica 
devoted  to  hostile-wor 
place  harassment. 
Other  companies. 
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"As  we  enter  the  21st  century,  I  believe  that 
globalization  will  progress  to  a  point  much 
further  than  any  of  us  can  foresee." 


Jong-Hyon  Chey 
Chairman  of  the  Sunkyong  Group 


With  annual  revenues  of  more  than  $13  billion  and  over  22,000  employees  on  five 
continents,  Sunkyong  is  dedicated  to  globalization.  Leadership  in  the  fields  of 
energy,  international  trade,  petrochemical  products  and  engineering  &  construction 
places  Sunkyong  in  the  top  five  business  groups  in  Korea.  We  have  growing 
commitments  in  fine  and  specialty  chemicals,  engineering  plastics  and  pharmaceuticals 
as  well  as  telecommunications,  distribution  and  financial  services. 

The  result  in  the  United  States  -  Sunkyong  generates  close  to  $1  billion  in  annual 
revenues  working  with  hundreds  of  American  companies,  and  it  has  strategic 
alliances  with  such  giants  as  Polaroid  and  the  Fleming  Companies. 

These  alliances  reflect  the  focused  application  of  time,  energy  and  resources 
required  for  a  shared  understanding  of  objectives  -  a  shared  vision  of  economic 
globalization.  A  vision  we  at  Sunkyong  are  dedicated  to  making  a  reality. 

To  find  out  how  Sunkyong  can  help  make  your  vision  a  reality,  contact  John  Rich, 
Sunkyong  U.S.A.,  Inc.,  110  East  55th  Street,  New  York,  N.Y.  10022  Fax  (212)  906-8137. 

FOR    SUCCESS    WORLD      IDE,    SAY  SUNlWONl 


Sunkyong  Limited   Sunkyong  Industries   SKC   Sunkyong  Engineering  and  Construction    Yukong  Limited 
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Come  see  us  at 

COMDEX 

November  16-20 
Booth  3606 
Las  Vegas 
Convention  Center 
South  Annex 


d  Wireless  E-mail 


I  send  and 

-mail,  no 


You  know  how  much  you  depend 
on  E-mail.  Then  you've  probably  wished 
many  times  to  rid  yourself  from  the  wires 
and  hook-ups  necessary  to  send  and  receive 
messages.  Imagine,  instead,  using  E-mail 
practically  anywhere  you  go,  no  wires  or 
hook-ups  attached! 

It's  available  right  now.  Yes, 
wireless  E-mail.  With  RAM  Mobile 
Data's  wireless  networks  you  can  use  a 
variety  of  commercially  available 
E-mail  services  —  while  on  the  go. 
You  can  send  and  receive  messages  in 
all  ihe  places  you  couldn't  plug  into, 
even  in  the  middle  of  a  lake. 
All  it  takes  is  a  wireless  data 
modem  and  access  software  to  your 
E-mail.  Now  you're  free.  You  don't 
have  to  tell  RAM's  networks  where  you 
are  or  where  you're  going  next. 
Messages  find  you,  or  anyone  you  send 
to,  automatically. 

Today  RAM  is  expanding  and 
operating  a  series  of  wireless  data  networks 
to  cover  the  top  100  metropolitan  areas  of 
the  United  States  and  the  major  transporta- 
tion corridors  —  providing  coverage  to 
more  than  90  percent  of  the  U.S.  urban 
business  population. 

To  get  wireless  E-mail  and  to 
find  out  more  about  RAM's  service, 
call  1-800-736-9666,  ext.  11. 
RAM  Mobile  Data,  One  Rockefeller  Plaza, 
Suite  1600,  New  York,  NY  10020. 

A  business  venture  between 
RAM  Broadcasting  and  BellSouth. 


^RAM 


MOBILE 
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ocial  Issues 


reaching'  for  a  broader 
audience,  have  custom- 
ized their  |)olicies,  tai- 
loring language  and  ex- 
amples of  offensive 
behavior  for  the  ware- 
house and  executive  of- 
fice. Instead  of  a  lec- 
ture, training  sessions 
are  now  more  interac- 
tive, involving  role-play- 
ing. And  some  compa- 
nies have  employees  do 
the  teaching.  Mining 
company  FMC  Wyoming 
Corp.  in  Green  River, 
Wyo.,  hired  a  consul- 
tant to  teach  staffers  to  train  its  work 
force  of  1,200.  "This  way,  it's  not  a  com- 
mandment coming  down  from  manage- 
ment but  something  you  can  relate  to 
with  your  peers,"  says  Judy  Boyce,  FMC 
training  coordinator.  With  consultants 
charging  up  to  $2,000  a  day,  internal 
trainers  can  also  save  the  company  a 
bundle. 

Unfortunately,  the  organizations  that 
have  responded  the  most  in  the  past 
year  tend  to  be  the  ones  that  are  already 
enlightened.  The  hearings  did  send  many 
first-timers  to  consultants,  but  only  to 
request  unrealistically  short  programs — 
gender  awareness  in"^n  hour.  Wider  Op- 
portunities for  Women,  a  national  em- 
ployment group,  has  received  five  times 
the  number  of  calls  it  got  in  1991.  But 
when  companies  hear  about  wow's 
hours-long,  systemic  training  program, 
about  707'  of  them  back  off. 

Sometimes,  the  training  just  doesn't 
take.  Ellen  Bravo,  national  director  of  9 
to  5,  recounts  a  company  where,  after 
leaving  a  training  seminar,  men  reported 
to  female  co-workers:  "From  now  on, 
we'll  call  you  'stupid  jerk'  instead  of 
'stupid  bitch.'  "  And  at  a  Colorado  oil 
company,  several  male  employees  played 
porn  videos  in  the  company  cafeteria 
just  weeks  after  finishing  a  training  pro- 
gram. "When  training  doesn't  work," 
says  Susan  Webb,  "the  problems  arc 
usually  not  around  the  training  bui 
about  management's  stance  and  its  han 
filing  (if  complaints." 
NEW  CHANNELS.  Many  companies  are  rr 
evaluating  their  complaint  systems.  In 
the  SAVE  survey,  467  of  the  women 
whose  companies  had  taken  steps  since 
the  hearings  said  their  employers  had 
established  a  grievance  procedure. 
Where  once  they  advised  a  victim  to  go 
to  her  boss,  many  corporate  policies  now 
call  for  an  independent  person  within  the 
company  (usually  female)  to  investigate 
complaints.  Other  companies  establish 
both  formal  and  informal  channels. 
Palmer  &  Dodge,  a  360-employee  law- 
firm  in  Boston,  believes  it's  the  first  in 


HARASSMENT  CHARGES      ...ESPECIAILY  SINCE  THE 
HAVE  CLIMBED  STEADILY...   HILUTHOMAS  HEARINGS 

NUMBER  OF  COMPLAINTS  FILED  THROUGH  THE  EQUAL  EMPLOYMENT  OPPORTUNITY  COMMISSION 


FIRST  THREE  QUARTERS 


the  country  to  establish  an  ombudsper- 
son  to  counsel  victims  privately.  It  also 
lets  employees  file  a  complaint  through 
an  imijartial  mediator. 

Northern  States  Power  Co.  in  Minne- 
apolis has  strong  carrot-and-stick  ap- 
proaches. Even  before  the  hearings,  it 
was  developing  a  thorough  investigation 
policy.  Alleged  victims  could  file  com- 
plaints through  their  supervisors,  the 
human  resources  department,  or  a  panel 
of  peers.  Results  of  investigations — with 
names  deleted — are  available  to  any  em- 
ployee and  published  annually.  This  past 
year,  after  a  157^  jump  in  requests,  sexu- 
al harassment  workshops  were  offered. 
One  plant  manager  credited  the  training 
with  helping  him  deal  quietly  but  effec- 
tively with  a  pornographic  cartoon  found 
on  the  property.  All  7,000  employees, 
277  of  whom  are  women,  received  a  bro- 
chure and  a  letter  from  CEO  James  J. 
Howard  reiterating  the  company's  "zero 
tolerance  for  sexual  harassment."  Says 
Hazel  R.  O'Leary,  executive  vice-presi- 
dent for  corporate  affairs:  "This  is  a 
business  issue.  It  doesn't  have  to  do 
with  law  or  morality  but  about  having  a 
productive  work  force." 


'THIS  IS  A  BUSINESS  ISSUE 
...ABOUT  HAVING  A 
PRODUCTIVE  WORK  FORCE' 


In  other  cases,  manj 
agement's  efforts  hav(j 
sparked  tension.  In  thi 
wake  of  diligent  anti 
harassment  efforts 
iiNUM  Life  Insuranci 
Co.   in   Portland,  Me. 
has  had  an  increase  ii 
complaints   and  subtl'i 
changes  in  the  work  a1 
mosphere.  "With  eve) 
so  much  as  a  simpl 
compliment,   you  hav 
to  be  careful  in  tellin 
people  they  look  nice, 
says  Administrative  A; 
sistant  Deborah  J.  Wir 
ters.  Freada  Klein,  a  management  cor 
sultant  in  Cambridge,  Mass..  has  seen 
more  substantial  backlash:  companie 
forbidding  office  romances,  or  male  ej 
ecutives  declaring  they  won't  put 
woman  on  a  team  that  travels  out 
town  or  ask  a  female  subordinate  to  joi 
them  for  a  business  dinner. 
WRONG  MESSAGE.  Klein  worries  that  fc 
all  the  we-won't-tolerate-this  talk,  "con 
panies  still  have  a  tendency  to  tre; 
cases  on  the  relative  value  of  each  part 
to  the  corporation  rather  than  the  sei 
ousness  of  the  offense."  And  even  whe 
the  company  takes  punitive  action,  mai 
ing  it  stick  can  be  difficult. 

Witness  what  happened  to  Chrysl< 
Corp.  In  1989,  it  fired  an  employee  wb 
while  talking  on  the  phone,  walked 
behind  a  female  worker,  squeezed  h< 
breasts,  then  announced  into  the  recei 
er:  "Yup,  they're  real."  The  fired  er 
ployee's  union,  the  Allied  Industri 
Workers  of  America,  filed  a  grievanc 
saying  he  hadn't  been  given  fair  war 
ing.  An  arbitrator  agreed,  ordering  tl 
employee  reinstated  with  a  month's  su 
pension  without  pay — a  decision  uphe 
by  two  appellate  courts.  The  U.  S 
preme  Court  refused  to  hear  the  cas 
Although  the  matter  was  decided 
technical  due-process  issues,  the  cai 
can  send  the  wrong  message,  worri 
Chicago  employment  attorney  Lawren^ 
R.  Levin:  "People  will  think  harassme 
just  isn't  that  important." 

Much  of  the  confusion  may  be  a  nt 
essary  step  on  the  road  to  dealing  effc 
tively  with  sexual  harassment.  Even 
heightened  sensitivity  is  all  that's  bei 
accomplished  so  far,  that's  no  sm: 
thing.  But  companies  can  navigate  t\ 
bumpy  patch  if  they  reach  beyond  quic 
fix  remedies  to  systematically  educai 
and  keep  on  educating,  their  entire  wo 
force.  Like  crime,  sexual  harassme 
may  be  impossible  to  eradicate.  The  id( 
is  not  tolerating  it  when  it  happens. 

By  Troy  Segal  in  New  York,  with  Kei 
Kelly  in  Chicago,  Alisa  Solomon  in  N 
York,  and  bureau  reports 
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Impact  on  productivity  shown  actual  size 


1%.  That's  the  total  increase  in 
corporate  productivity  since  1980. 
By  contrast,  investment  in  infor- 
mation technology  over  the  same 
period  billowed  to  almost  50%  of 
capita!  spending. 

Now  for  the  good  news.  With 
the  help  of  Andersen  Consulting, 

©  1992  Andersen  Consulting.  All  rights  reserved. 


many  organizations  have  turned 
these  numbers  around. 

They're  the  ones  who  see  tech- 
nology as  but  one  component  of 
an  integrated  enterprise.  They're 
the  ones  whose  strategy,  people 
and  processes  have  been  syn- 
chronized with  their  technology 


They're  the  ones  who  believe 
investment  in  technology  is  good. 
But  return  on  investment  is  better 

Andersen 
Consulting 

ARTHUR  ANDERSEN  &  CO.,  S  C. 


CRISIS 
ATGM 

TURMOIL  AT  THE  TOP  REFLECTS 
THE  DEPTHOMTSTROUBLES 


As  passings-of-the-torch  go,  it  was  messy  Lhairman 
Robert  C.  Stempel,  a  deliberative  engineer  who  is  like  y 
to  be  the  last  of  General  Motors  Corp.  s  old  guard  to 
lead  the  auto  giant,  resigned  early  on  Oct.  26  under  pressure 
from  the  company's  outside  directors,  who  wanted  him  to 
move  faster  to  mend  the  ailing  company.  For  a  tew  days, 
Stempel  had  tried  vainly  to  quell  speculation  leaking  from 

'    board  sources  that  his  job 

was  in  jeopardy.  But  as  ru- 
mors and  uncertainty  para- 
lyzed GM,  Stempel  tendered 
his  resignation— to  "end  the 
chaos,"  he  said. 

If  that  was  the  goal,  it 
didn't  work.  For  a  riveting 
moment  after  Stempel's  res- 
ignation, GM's  myriad  prob- 
lems stood  more  starkly  re- 
vealed than  ever  before. 
Although  Stempel  agreed  to 
stay  on  until  a  replacement 


GM  IS  WAY  BEHIND 
IN  PRODUCTIVITY.. 


WORKERS  NE'eDID  | 
PER  VEHICLE 
ASSEMBLED 


GM     CHRYSLER  FORD 

lWORKEHS 

DH*:  HARBOUR  &ASS0CIMES1HC  4 


could  be  named,  in  reality,  the  world's  largest  industrial  com 
pany  was  leaderless,  its  board  in  revolt,  its  management  m 
disarray.  It  was  as  if,  suddenly,  years  of  disastrous  results, 
market-share  losses,  misguided  investments,  and  taise  starts^ 
at  renewal  could  no  longer  be  papered  over  by  management 
denial  After  a  first  move  last  April,  when  it  rep  aced  Stem- 
pel's  hand-picked  No.  2,  g.m's  board  had  taKen  the  ultimate  step 
by  forcing  the  chieftain  himself  out  of  office.  And  the  message 
was  finally  clear  to  even  tl,e  mosMrrepress^^ 
GM's  troubles  run  so  deep  ^ 
that  it  must  recreate  itself  or 
tear  its  management  apart  in 
the  effort. 

Both  Chrysler  Corp.  and 
Ford  Motor  Co.  reached  simi- 
lar moments  of  truth  in  the 
early  19H0s.  Chrysler  flirted 
witli  bankruptcy  and  needed 
a  government  bailout,  and 
Ford  had  to  bring  in  quality 
guru  W.  Edwards  Deming  to 
help  it  revamp  itself  from  top 
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lAIRMAN  STEMPEL,  PRESIDENT  SMITH,  AND  DIRECTOR  SMALE 


...AHD  INVESTORS 
SHUN  ITS  STOCK 


to  bottom.  Both  companies,  after  missteps,  managed  to  find 
the  strength  and  resourcefulness  to  turn  themselves  around. 
They  did  it  .so  well  that  GM's  crosstown  rivals  have  been 
gaining  market  share  from  Japanese  carmakers  all  year — in 
sharp  contrast  with  GM.  Indeed,  while  the  parallels  are  inexact, 
(;m  can  take  heart  from  Chrysler's  comeback  (page  88):  As 
recently  as  a  year-and-a-half  ago,  it  seemed  as  badly  crippled 
as  GM  does  today. 

Now,  as  GM's  new  management  team  takes  form  behind  the 
scenes,  the  question  is  whether  it  can  find  the  gumption  to  do 
what  Chrysler  did.  The  driving  force  behind  Stempel's  ouster 
is  John  G.  Smale,  65,  the  former  chairman  of  Procter  &  Gam- 
ble Co.  who  heads  GM's'  executive  committee.  He  is  widely 
expected  to  step  in  as  temporary  chairman,  perhaps  at  GM's 
Nov.  2  board  meeting  in  New  York.  Even  if  another  executive 
takes  the  chairman's  slot,  the  cool,  aloof  Smale  will  play  a  key 
role  in  setting  GM's  tone  for  the  next  few  years. 

It  will  be  anything  but  a  cozy  place  to  work.  Almost  immedi- 
ately, Smale  promised  to  announce  "our  management  changes 
as  soon  as  possible,"  a  message  many  GMers  translated  as: 
More  heads  will  roll.  Former  President  Lloyd  Reuss  and  Exec- 
utive Vice-President  F.  Alan  Smith  are  widely  believed  to  be 
headed  for  the  door. 

■STRAIGHT  SHOOTER.'  More  than  anything,  though,  Stempel's 
exit  strengthens  the  mandate  of  GM's  hard-charging  new  presi- 
dent, John  F.  "Jack"  Smith  Jr.,  54.  The  board  promoted  Smith 
last  spring  to  accelerate  GM's  restructuring.  Now,  many  GM 
watchers  expect  him  to  be 
named  chief  executive,  al- 
though the  board  may  yet 
I'hoose  someone  else  from  in- 
side or  outside  GM.  In  the 
turmoil  following  Stempel's 
resignation,  all  eyes  were  on 
Smith  as  the  key  figure  hold- 
ing things  together.  Stephen 
P.  Yokich,  the  United  Auto 
Workers'  fiery  top  GM  liaison, 
growls  about  Smale:  "I  don't 
know  him,  and  I  don't  have 

the  slightest  idea  what  he'll   

do."  But  he  adds  that  he  considers  Smith  "a  straight  shooter" 
whom  the  union  can  work  with.  Adds  a  top  auto  analyst:  "If 
Jack  Smith  quit,  GM's  stock  would  go  to  zero.  He's  the  only 
one  at  GM  who  has  credibility  with  Wall  Street." 

Smith  has  already  moved  fast  to  address  some  of  GM's  worst 
problems.  He  has  cut  white-collar  payrolls,  frozen  salaries, 
reduced  health-care  benefits,  and  put  some  noncore  businesses 
up  for  sale.  Meanwhile,  a  top  Smith  lieutenant,  purchasing 
czar  J.  Ignacio  Lopez  de  Arriortua,  has  been  squeezing  suppli- 
ers for  price  cuts  to  hack  away  at  GM's  bloated  costs.  While 
major  suppliers  are  resisting  Lopez'  demands,  some  analysts 
say  the  measures  are  boosting  GM's  bottom  line.  Despite  still- 
sluggish  auto  sales,  analysts  expect  GM  to  pare  the  losses  in  its 
North  American  auto  operation  from  an  astonishing  $7  billion 
last  year  to  about  $4  billion  this  year.  Overall,  GM  is  expected 
to  lose  about  $900  million  this  year,  vs.  $4.5  billion  last  year. 
Still,  those  results  are  hardly  rosy,  and  financial  pressures  on 
GM  continue  to  mount.  For  instance,  lower  investment  returns 
will  force  GM  to  increase  its  unfunded  pension  liabilities  by  as 
much  as  $L9  billion  this  year,  to  a  total  of  some  $10  billion. 
Analysts  say  GM  may  have  to  cut  its  dividend  to  conserve  cash. 
Meanwhile,  rating  agencies  are  threatening  to  downgrade  the 
company's  debt  if  it  doesn't  improve  fast. 

Worst  of  all,  the  cash  crunch  is  draining  money  badly  need- 
ed to  revamp  GM's  cars  and  trucks.  Chevrolet,  GM's  biggest 
division,  has  been  losing  market  share  as  it  struggles  to  sell  an 
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aging  lineui)  tliat  includes  such  weaiv 
models  as  the  Caprice  and  the  fast-slip- 
ping Cavalier,  which  hasn't  been  re- 
vamped in  11  years.  Oldsmobile  is  also  in 
decline.  Longer  term,  divisions  such  as 
Olds  hope  to  gain  by  modeling  them- 
selves after  Saturn  Corp.,  CM's  success- 
ful small-car  unit.  Meanwhile,  Saturn 
needs  $1  billion  for  more  plant  capacity. 
A  REAL  DENT.  The  upshot  is  that  Smith 
must  speed  up  his  efforts  now — or  he 
may  face  the  same  board  restiveness 
that  Stempel  did.  His  first  task  has  to  be 
to  focus  the  distracted  company  back  on 
its  business.  Turmoil  of  the  kind  raised 
by  Stempel's  ouster  hurts,  notes  Chrys- 
ler Chairman  Lee  A.  lacocca.  "It's  not 
just  gossip  at  the  water  cooler.  [Employ- 
ees] get  despondent.  It's  a  hell  of  a  way 
to  motivate." 

After  that,  contends  Kim  S.  Cameron, 
a  University  of  Michigan  professor  who 
is  studying  CM's  down- 
sizing efforts.  Smith 
must  forge  "a  funda- 
mental cultural  change" 
in  (;m's  middle-manage- 
ment ranks.  Smith  may 
not  be  going  fast 
enough  in  breaking 
down  the  clubby  GM  tra- 
ditions that  allow  non- 
performing  middle  man- 
agers to  go  unaccounta- 
ble, contends  another 
consultant  who  works 
with  GM:  "He  has  not 
moved  aside  enough  of 
the  deadwood,  the  peo- 
ple who  are  resisting 
change."  Analysts  also 
believe  that  to  make  a 
real  dent  in  GM's  stulti- 
fying bureaucracy, 
Smith  will  eventually 
have  to  lav  off  twice 


group  includes  J.  Willard  Marriott  Jr., 
chairman  of  Marriott  Corp.,  which  is  it- 
self in  the  throes  0/  its  second  major 
restructuring  in  two  years,  and  former 
CBS  Chairman  Thomas  H.  Wyman,  who 
was  himself  ignominiously  forced  out  in 
a  board  coup.  Also  included  is  Dennis 
Weatherstone,  the  mild-mannered,  Brit- 
ish-born chairman  of  J.  P.  Morgan  &  Co., 
and  Edmund  T.  Pratt  Jr.,  former  Pfizer 
Inc.  chairman.  None  of  the  directors  was 
willing  to  comment. 

Smith's  steepest  challenge  in  trying  to 
move  GM  into  higher  gear  is  the  balanc- 
ing act  he  must  play  with  the  UAW.  He's 
known  for  being  good  at  jawboning 
unions.  For  instance,  in  Europe,  where 
he  preceded  incoming  Chrysler  Chair- 
man Robert  J.  Eaton  as  president  of 
(JM's  operation,  Smith  negotiated  around- 
the-clock  production  in  Spain  and  Bel- 
gium without  provoking  strikes.  But  this 


GM'S  CHALLENGi 


WHAT  IT  HAS  TO  FIX... 

PRODUCTIVITY  Because  of  inefficient 
manufacturing  processes,  its  labor  cost 
is  $2,358  per  car,  vs.  $  1 ,872  for 
Chrysler  and  $  1 ,563  for  Ford 

BUREAUCRACY  GM  plans  to  cut 
20,000  white-collar  workers  by  the 
end  of  1993,  but  twice  that  many  may 
eventually  have  to  go 

PRODUCT  DEVELOPMENT  GM  needs 
to  speed  new-model  introductions  and 
prune  weak  sellers 

MARKETING  It  must  invest  in  dealer 
training  and  adopt  new  selling  tech- 
niques to  match  its  rivals 


...AHD  TO  BUILD  ON 

SATURN  GM  must  cut  losses  and  in- 
vest up  to  $1  billion  to  expand  the 
compact-car  division's  capacity 

OVERSEAS  MOMENTUM  GM  is  the 

low-cost  producer  in  Europe,  where  it 
will  rack  up  profits  of  about  $2  billion 
this  year 

MANAGEMENT  DEPTH  It  must  hold  on 
to  strong  second-tier  managers 
through  the  turmoil  of  reorganizing 

NEW  MODELS  On  top  of  a  slew  of  new 
products  over  the  last  18  months,  GM 
is  revamping  the  Blazer  and  other  po- 
tentially hot-selling  vehicles 
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the  20,000  white-collar  employees  that 
Stempel  had  planned  to  ax. 

Stempel  got  in  trouble  for  dawdling 
on  such  moves.  The  board's  revolt  was 
hatched  by  a  core  group  of  4  or  5  of 
GM's  11  outside  directors.  They  con- 
ferred often  by  telephone  and  dined  to- 
gether on  the  Sunday  nights  before  GM's 
board  meetings  on  the  first  Monday  of 
the  month,  says  a  source  close  to  the 
board.  "That's  where  the  palace-coup 
discussions  took  place,"  he  says.  As  GM's 
troubles  deepened,  the  outside  directors 
concluded  that  Stempel  was  too  reluc- 
tant to  ax  employees.  He  resisted  board 
pressure  to  demote  Reuss  in  April  and 
wanted  to  thin  white-collar  ranks  by  at- 
trition, buyouts,  and  early  retirements. 

The  dissident  directors  are  no  strang- 
ers to  management  challenges  and 
boardroom  intrigues  of  their  own.  In  ad- 
dition to  Smale,  the  source  says  the 


time,  he  must  win  the  union's  coopera- 
tion without  angering  GM  directors  by 
appearing  to  be  too  conciliatory. 

'The  union  worries  that  Smith  will  be 
forced  by  board  pressure  to  cut  deeper 
than  the  54,000  blue-collar  layoffs  Stem- 
pel  had  planned.  That's  largely  because 
Lopez'  cost-cutting  in  GM's  parts  opera- 
tion could  well  involve  plenty  of  out- 
sourcing to  nonunion  suppliers. 

Smith  has  placated  union  leaders  so 
far  by  agreeing  to  offset  such  lost  jobs 
by  trying  to  make  more  parts  internally 
where  possible.  He's  also  trying  to  as- 
suage the  UAW's  fear  that  a  $4  billion 
jobs  fund  to  pay  laid-off  workers  may 
run  out  before  GM's  UAW  contract  is  re- 
negotiated next  September.  To  help  re- 
lieve pressure  on  the  fund,  Smith  has 
agreed  to  try  to  negotiate  an  early-re- 
tirement plan  for  older  workers. 

Trouble  is.  Smith  may  not  be  able  to 


keep  both  the  UAW  and  Wall  Street  hap- 
py. Analysts  are  expecting  big  savings 
from  Lopez'  efforts,  and  more  outsourc-i 
ing  may  be  the  only  way  to  cut  costs! 
fast.  Yet  outsourcing  was  one  of  the^ 
main  reasons  for  the  series  of  recent 
UAW  flare-ups  that  probably  hastened 
Stempel's  departure.  A  strike  and  a 
threatened  walkout  were  settled  only 
when  the  company  agreed  to  save  union 
jobs  by  doing  more  work  internally. 
Warns  retired  l!AW  President  Douglas 
Eraser:  "If  they  get  tough,  so  does  the 
union." 

Avoiding  labor  unrest  is  crucial  if  GM 
is  to  address  another  of  its  telling  weak- 
nesses: inefficient  manufacturing.  Even 
though  (;m  operates  under  the  same  UAW 
contract  as  Ford  and  Chrysler,  it  uses 
more  workers  per  car  (chart,  page  84)1 
driving  its  labor  cost  per  vehicle  up  to 
$2,358,  compared  with  just  $1,872  for 
Chrysler  and  $1,563  for 
Ford,  according  to  a  re- 
cent study  by  consul 
tants  Harbour  &  Asso 
ciates  Inc.  Smith  badlj 
needs  union  cooperatior 
in  instituting  worl" 
teams  and  more  effi 
cient  production  pro 
cesses  to  catch  up. 

In  the  meantime,  on{: 
of  the  key  impondera; 
bles  at  GM  is  the  roh', 
that  Smale  will  play, 
His  experience  could  b(; 
helpful.  A  shy  man  wh( 
let  his  lieutenants  shim^^ 
when  he  ran  Procter 
Gamble,  Smale  restruc; 
tur-ed  P&G  to  speed  u] 
product  development 
He  also  forced  P&G  h 
focus  mor'e  on  meeting 
customer's'  needs.  Ur 


der  Smale,  the  company  formed  sale 
teams  to  work  mor'e  closely  with  retai 
er-s,  a  tactic  GM  could  put  to  good  use  i: 
working  with  its  dealers.  A  recent  sur 
vey  of  its  members  by  the  Nation 
Automobile  Dealers  Assn.  found  that  0 
GM's  seven  divisions,  only  Saturn  an 
Buick  r-anked  above-average  in  listenin: 
to  dealer  input.  Chevy  was  dead  last. 

Still,  the  responsibility  for  GM's  turrj" 
ar'ound  will  clear'ly  fall  on  Smith's  shou!  ' 
der's.  And  he  knows  he  can't  tarrjj 
Notes  Michael  J.  Mulvaney,  an  analys  ■ 
at  Moody's  Investors  Service  Inc|*" 
"Changing  the  name  on  the  letterheaj' 
isn't  the  ultimate  solution  to  GM's  prolf ' 
lems."  If  Jack  Smith  can't  do  the  job,  hir 
name  won't  be  on  that  letterhead  fc  ' 
long,  either. 

By  Kathleen  Kenvin  and  James  I  '\; 
Treece  in  Detroit,  inth  Zachary  Schiller  i  ":' 
Cleveland  and  bureau  reports 
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Commentary/by  Judith  H.  Dobrzynski 


A  GM  POSTMORTEM:  LESSONS  FOR  CORPORATE  AMERICA 


«o  one  can  relish  watching  the 
very  public  humiliation  of  Rob- 
ert C.  Stetnpel  or  the  trauma 
forced  departure  has  caused  at 
neral  Motors  Corp.  Given  the  car- 
iker's  massive  and  deep  problems, 
)ugh,  something  had  to  happen  soon- 
or  later.  So  it's  worth  considering 
lat  lessons  this  messy  episode  offers 
•  the  rest  of  Corporate  America. 
Vlanagement  can't  hide.  That's  the 
^gest  implication.  All  through  the 
?0s,  managers  hustled  to  make  their 
npanies  competitive  and  to 
3st  shareholder  value — lest 
;y  fall  victim  to  foreign  ri- 
Is  or  to  the  raging  takeover 
.ve  that  was  replacing  poor 
inagers.  Not  niighty  GM.  It 
)ve  along  merrily,  unrespon- 
e  to  the  changing  car  mar- 
t.  It  never  bothered  with  poi- 
1  pills  or  other  antitakeover 
/ices,  counting  instead  on  its 
e  for  protection.  But  size 
lans  little  to  car  buyers  or 
jditors:  GM's  red  ink,  along 
th  the  prospect  of  sinking 
!dit  ratings  that  would  deny 
iccess  to  equity  and  commer- 
1  paper,  eventually  prompted 
lependent  directors  to  bring 
new  management. 
Independent  directors  have 
receded  takeovers  as  agents 
change.  Executives  who  re- 
Led  because  takeovers  dwin- 
id,  thanks  to  their  push  for 
ite  antitakeover  laws  and 
iir  use  of  poison  pills  and 
ler  devices,  must  realize  that 
iy  didn't  shut  off  market 
'ces.  They  merely  distanced 
jmselves  from  them.  Says 
isultant  Lilli  A.  Gordon  of  Gordon 
oup:  "[GM]  is  a  manifestation  that 
3  market  for  corporate  control  is 
t  dead.  It's  in  the  hands  of  outside 
ectors." 

Boards  must  learn  to  move  sooner 
d  more  effectively.  Boardroom  cul- 
■e  works  against  bold  action,  particu- 
ly  at  companies  such  as  GM.  Al- 
)ugh  directors  can  quietly  seek  a 
O's  resignation  at  smaller  companies, 
'y  tend  to  be  meeker  at  huge  institu- 
ns.  Since  these  outsiders  can't  possi- 
■  know  nitty-gritty  details,  they  may 
reluctant  to  challenge  a  CEO.  At  GM, 
ectors  took  a  half-measure  last 
ril — appointing  director  John  G. 
lale  as  executive-committee  chair- 


man and  demoting  some  Stempel  lieu- 
tenants— when  a  clean  break  with  the 
past  would  have  been  better.  Action 
then  would  have  hastened  Gm's  recov- 
ery and  shortened  Stempel's  agony.  As 
Gordon  puts  it,  "they  started  surgery 
months  ago  and  never  sewed  up  the 
patient  and  finished  it  until  now." 
■  Directors  need  not  fear  expulsion 
from  the  "club."  Worry  about  violating 
boardroom  protocol  is  often  cited  as  a 
main  reason  for  rubber-stamp  boards. 
After  all,  the  public  approbation  of  be- 


many 


ing  selected  as  a  director  is  one  of  the 
job's  rewards.  And  the  thought  of  dis- 
approval from  colleagues  no  doubt  in- 
hibited some  GM  directors  last  April, 
when  board  counsel  Ira  M.  Millstein 
had  urged  directors  to  keep  Stempel  as 
CEO  but  make  Smale  chairman.  Encour- 
agingly, Smale — who  by  all  accounts  is 
the  most  active  director — is  hardly  be- 
ing drummed  out  of  the  club  now. 
Quite  the  contrary.  Many  top  execu- 
tives believe  he  should  have  moved 
sooner.  Directors  everywhere  should 
take  courage. 

■  Splitting  the  job  of  chairman  and 
CEO,  while  no  panacea,  is  the  way  to  go 
at  troubled  companies.  Each  job  carries 
distinct  duties:  The  CEO  runs  the  com- 


pany, while  the  chairman  runs  the 
board.  A  GM  chief  executive  has  plenty 
to  do  in  that  slot  for  years  to  come. 
gm's  board,  meanwhile,  must  remain 
active  and  vigilant,  and  that  task  will 
be  easier  if  a  nonexecutive  chairman 
controls  its  agenda  and  the  information 
directors  receive,  suggests  Nell  Minow, 
a  principal  at  Lens  Inc.,  an  investment 
firm.  By  dividing  the  two  positions,  GM 
would  provide  a  working  example  to 
other  companies  of  a  structure  that 
activist  shareholders  advocate. 
It  would  also  help  the  carmak- 
er regain  credibility  with  its 
investors. 

■  Shareholders,  flush  with  vic- 
tory at  GM,  will  demand  more 
of  boards  at  poorly  performing 
companies.  Activist  institutions 
have  targeted  GM  for  years,  at 
first  getting  little  satisfaction 
from  managers.  Its  directors, 
however,  finally  got  the  mes- 
sage. Board  members  can  ex- 
pect more  direct  communica- 
tion from  unhappy  share- 
holders urging  them  to  make 
managers  more  accountable. 
That  is  a  positive  development. 
In  fact,  what  happened  at  GM  is 
a  good  example  of  how  things 
should  work:  During  the  past 
two  weeks,  shareholders  were 
barely  heard  from.  "Our  role  is 
to  energize  the  directors  and 
let  them  get  on  with  it,"  says 
Sarah  A.  B.  Teslik,  executive 
director  of  the  Council  of  Insti- 
tutional Investors.  "We're  not 
trying  to  do  directors'  jobs."  Or 
management's. 

■  The  job  of  director  is  being 
redefined.  For  far  too  many 

board  members,  the  post  is  an  honorif- 
ic: Eight  or  so  times  a  year  they  fly  out 
to  meetings,  have  a  nice  dinner  togeth- 
er, meet  the  next  morning,  have  lunch, 
then  go  home — somehow  never  having 
the  time  to  grapple  with  a  corpora- 
tion's real  problems.  No  longer,  not  if 
investors  have  their  way.  New  federal 
proxy  rules,  which  give  shareholders 
more  power  (BW — Nov.  2),  should 
speed  the  process. 

GM  probably  illustrates  that  "there's 
no  unmessy  way  to  fix  massive  ineffi- 
ciency," says  Gregg  A.  Jarrell,  an 
economist  at  the  University  of  Roches- 
ter. Even  so,  "it's  a  mess  that's  getting 
better,"  notes  Minow — and  one  that 
might  help  prevent  others. 
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SURGE 
AT  CHRYSLER 

ONCE  AGAIN,  IT'S  ROARING  BACK  FROM  OBLIVION 


On  Oct.  21,  an  ebullient  Robert  J. 
Eaton  addressed  a  p:aggle  of  re- 
porters on  the  flight  deck  of  the 
aircraft  carrier  U.  S.  S.  Intrepid  in  New 
York  Harbor.  It  was  a  flashy  gimmick  to 
kick  off  sales  of  Chrysler  Corp.'s  hot 
new  family  sedans.  And  Chrysler's  vice- 
chairman  and  successor  to  retiring  Chief 
Executive  Lee  A.  lacocca  was  upbeat  in 
describing  the  new  models.  He  was 
equally  cocky  when  talking  about  Chrys- 
ler's future.  "We  know  how  to  be  suc- 
cessful even  in  a  down  market,"  he 
boasted. 

Eaton  can  be  forgiven  a  little  grand- 
standing. With  the  rest  of  the  U.  S.  auto 
industry  trapped  in  a  prolonged  slumi), 
Chrysler  announced  sur- 
prisingly strong  third- 
quarter  earnings  of  $202 
million,  after  a  loss  of 
$82  million  last  year. 
Even  better  times  may  be 
coming  in  the  months 
ahead.  The  new  cars  now- 
hitting  showrooms  are 
the  snazziest  Chrysler 
has  produced  in  decades. 

That  sure  doesn't 
sound  like  the  Chrysler 
of  a  year-and-a-half 
ago — the  one  that  was  on 
life  support.  In  1991,  the 
No.  3  U.  S.  carmaker  was 


IN  THE  NEXT 
THREE  YEARS, 
IT  WILL  BRING 
OUT  MORE  NEW 
PRODUCTS  THAN 
IN  THE  PAST  20 


losing  money  at  a  dizzying  pace.  Cash 
was  so  tight  that  Chrysler's  accounting 
department  sometimes  had  to  scramble 
to  meet  the  payroll.  The  company's  mar- 
ket share  was  skidding,  and  with  no 
merger  partner  in  sight,  industry  ex- 
perts figured  Chrysler  was  dead  meat. 
NICE  NEIGHBORHOOD.  But  led  by  the 
feisty  lacocca,  Chrysler  is  roaring  back 
from  oblivion  for  the  second  time  in  a 
decade.  Fueled  by  strong  demand  for 
minivans  and  the  hot  new  Jeep  Grand 
Cherokee,  the  company's  share  of  the 
U.  S.  truck  market  has  climbed  to  22'a 
this  year,  from  Wa  a  year  ago.  Even 
better,  Chrysler  will  earn  about  $500  mil- 
lion in  1992,  compared  with  a  $79.5  mil- 
lion loss  last  year  (chart).  And  analysts 


are  looking  for  net  earnings  in  the 
neighborhood  of  $800  million  in  1993. 
Much  of  the  improvement  stems  from  a 
cost-cutting  crusade  that  lopped  off 
$4  billion  in  annual  operating  costs  in 
just  three  years. 

To  be  sure,  Chrysler  isn't  entirely  out 
of  the  woods.  After  years  of  reduced 
corporate  contributions  to  its  pension 
fund  because  of  weak  earnings,  the  com- 
pany must  now  come  up  with  a  plan  to 
fill  a  $5  billion  shortfall.  Unfortunately, 
Chrysler  has  only  $3.3  billion  in  cash  on 
hand,  a  relatively  meager  sum  in  the 
auto  industry.  And  with  its  bond  ratings 
languishing  at  junk  levels,  the  company 
has  been  virtually  shut  out  of  the  credit 
markets.  Even  more  wor- 
risome is  the  shaky  econ- 
omy. If  skittish  car  buy- 
ers vanish  again,  all  bets 
could  be  off. 

Still,  barring  unfore- 
seen calamities,  Chrys- 
ler's revival  looks  in- 
creasingly unstoppable. 
The  auto  maker's  re- 
vamped new-product  pro- 
gram, which  dedicates 
autonomous  teams  of  en- 
gineers, marketers,  and 
outside  suppliers  to  each 
new  vehicle,  has  quickly 
transformed  Chrysler 


into  Detroit's  most  efficient  designer  of 
new  vehicles.  That  capability  has  already 
spawned  a  slew  of  new  products,  includ- 
ing the  slick  LH  sedans — the  Eagle  Vi- 
sion, Dodge  Intrepid,  and  Chrysler  Con- 
corde. And  in  late  1993,  Chrysler  will 
launch  a  moderately  priced  subcompact 
that  officials  promise  will  be  the  first 
profitable  North  American-made  small 
car  in  decades.  "In  the  next  three  years, 
we'll  be  bringing  out  more  new  products 
than  Chrysler  brought  out  in  the  past  20 
years,"  crows  Eaton. 

Even  lacocca's  retirement  at  yearend 
shouldn't  cause  a  ripple.  Within  the  auto 
industry,  Chrysler's  top  management 
team  is  considered  among  the  most  gift- 
ed in  the  U.  S.  Headed  by  Eaton,  a  52- 
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HRYSLER'S  STRENGTHS... 


unk^bond  rating  on  its  debt  means  that 
r  cqn't  raise  money  cheaply  enough  to  of- 
er  auto-loan  terms  to  customers 

ist  come  up  with  $3.5  billion  a  year  to  fi- 
lew-product  development 

>ite  the  popularity  of  some  of  its  models, 
r  still  logs  behind  Ford,  GM,  and  Japa- 
makers  on  quality 

ds  to  improve  productivity.  Ford  and 
e  rivals  are  more  efficient 


year-old  former  General  Motors  Corp. 
executive  hired  in  March  to  .succeed  la- 
cocca  (page  96),  the  group  has  the  kind 
of  broad  experience  Chrysler  needs  to 
keep  the  momentum  rolling.  It  includes 
stars  such  as  Thomas  C.  Gale,  the  cre- 
ative design  chief  who  insiders  say  is 
also  one  of  the  company's  shrewdest 
marketing  minds,  and  Jerome  B.  York, 
the  chief  financial  officer  whose  engi- 
neering background  helps  him  cut  costs 
without  compromising  the  performance 
of  Chrysler's  products. 

The  cohesiveness  among  Chrysler's 
top  management  even  survived  lacocca's 
dithering  when  it  came  to  settling  on  a 
i'eplacement.  Many  had  speculated  that 
Robert  A.  Lutz,  Chrysler's  president  and 
onetime  heir-apparent  to  lacocca,  would 
bolt  when  Eaton  was  brought  in.  But  so 
far,  the  two  executives  appear  to  be  get- 
ting along,  with  Lutz  continuing  to  head 
Chrysler's  critical  product-development 
efforts.  "We  sing  from  the  same  song 
sheet,"  says  Lutz,  describing  his  rela- 
tionship with  Eaton. 

SPEND  STRATEGY.  If  Chrysler's  is  now  a 
happier  tune,  it  was  quite  a  while  in  the 
composing.  Executives  at  the  auto  mak- 
er have  been  holding  their  breath  for 
three  long  years.  Back  in  1989,  lacocca 
and  other  top  managers  realized  that  the 
long-awaited  recession  was  coming  as 
profits  dipped  sharply.  "I  thought:  'Oh 
my  God.  We're  going  to  tank  again,'  " 
lacocca  recalls.  Detroit  tradition  mandat- 
ed chopping  new-product  programs  to 
husband  cash  and  ride  out  the  slump. 
But  Chrysler's  brass  knew  that  route 
meant  suicide,  since  the  company's  ag- 
ing lineup  already  couldn't  compete.  The 
only  alternative:  keep  spending  on  new 
models  and  ax  overhead  costs. 

The  strategy  began  to  take  shape  on 
June  2,  1989.  "^Bennett  E.  Bidwell,  then 
head  of  Chrysler's  automotive  business, 
held  a  daylong  meeting  with  25  top  offi- 
cers at  the  Bloomfield  Hills  Country 
Club.  Bidwell,  Lutz,  York,  and  others 
broke  into  teams  and  hacked  $1  billion 
from  Chrysler's  capital-spending  plan. 
Smaller  groups  met  later  to  smooth  out 
the  details.  When  Bidwell  proudly  pre- 
sented the  results  at  a  Chrysler  direc- 
tors' dinner  July  12,  lacocca  dropped  an- 
other bomb:  He  wanted  an  additional 
•$1  billion  sliced  from  operating  costs. 

Chrysler  continues  to  cut  costs  ag- 
gressively. And  executives  admit  they 
have  a  lot  more  fat  to  trim.  A  recent 
study  by  consultants  Harbour  &  Asso- 
ciates Inc.  puts  Chrysler's  labor  cost  per 
car  at  $1,872— less  than  GM's  $2,358,  but 
not  as  good  as  Ford  Motor  Co.'s  $1,563. 
York  says  Chrysler  will  continue  to  im- 
prove productivity  by  cutting  spending 
by  47'-  to  5%  a  year  through  the  1990s. 


To  do  that,  Chrysler  is  "benchmark- 
ing" everything  from  accounting  to  man- 
ufacturing. A  team  of  nine  senior  execu- 
tives from  all  areas  of  the  company, 
including  the  United  Auto  Workers,  is 
currently  visiting  65  companies  in  the 
U.  S.,  Asia,  and  Europe,  looking  for 
ways  to  improve  operations.  One  early 
success:  After  adopting  Motorola  Inc.'s 
more-efficient  accounting  practices, 
Chrysler  is  closing  its  books  a  week  ear- 
lier each  quarter. 

Chrysler  has  also  overhauled  its  top- 
down,  autocratic  management  structure. 
After  an  in-depth  study  of  Honda  Motor 
Co.  by  14  young  employees  who  hadn't 
been  thoroughly  steeped  in  traditional 
Chrysler-think,  Lutz  and  engineering 
chief  Francois  J.  Castaing  began  disman- 
tling rigid  departments,  such  as  the  en- 
gine division.  They  were  replaced  by 
nimble,  Honda-like  product-development 
teams.  The  teams  pulled  together  in  one 
location  experts  in  areas  as  diverse  as 
design,  manufacturing,  marketing,  and 
purchasing.  Each  team  got  the  power  to 
make  decisions  ranging  from  styling  to 
choice  of  suppliers. 

The  result:  a  dramatic  leap  in  efficien- 
cy. One  team  of  85  people  designed  the 
$50,000  Dodge  Viper  sports  car  in  just  36 
months — an  astounding  feat  for  a  com- 
pany that  has  traditionally  taken  at  least 
iV-i  years  to  design  new  products.  And 
less  time  means  less  money.  The  Viper 
cost  just  $75  million  to  develop.  By  con- 
trast, Mazda  Motor  Corp.  spent  $118  mil- 
lion to  develop  its  ragtop  Miata. 

The  new  approach  demanded  change 
from  everyone  in  the  company,  right  up 
to  lacocca.  No  longer  could  he  rule  by 
fiat.  For  instance,  instead  of  striding 
into  Chrysler's  styling  studios  and  order- 
ing the  kind  of  chrome-laden,  boxy  de- 
signs he  prefers,  lacocca  reluctantly  ac- 
quiesced to  team  decisions.  "I  used  to  go 
in  and  tell  them  everything,"  concedes 
lacocca.  "But  you  can't  do  [design]  by 
the  seat  of  your  pants." 
TRUCKIN'.  A  little  luck  has  helped  the 
turnaround,  too.  Chrysler's  strong  prod- 
ucts, minivans  and  Jeeps,  happen  to  be 
in  segments  where  sales  are  surging 
right  now.  Its  industrywide  truck  sales 
are  up  IV/c  so  far  this  year,  while  car 
sales  haven't  budged.  It  also  helps  that 
those  products  boast  healthy  profit  mar- 
gins. Chrysler  makes  an  average  of 
more  than  $5,000  on  every  minivan  it 
sells  and  up  to  $8,000  on  top-of-the-line 
Grand  Cherokees.  Many  of  Chrysler's 
cars,  by  contrast,  barely  break  even. 

Going  forward,  Chrysler  is  betting 
much  of  its  continued  success  on  the  its 
ability  to  keep  its  product  line  fresh.  The 
company  has  plans  to  unveil  a  new  mod- 
el every  six  months  for  the  next  few 
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THEONLYNAMEYOU  NEED  TO  KNOW 
IN  OFFICE  EQUIPMENT. 


Panasonic 


c 


kx-p 


A  PLAIN-PAPER  USER  FAX 
THAT  WON'T  KEEP  YOU  WAITING. 

The  Panafax'  UF-766— a  plain  paper  laser  fax  for  the  demanding  department 
with  no  time  to  waste.  With  its  super  fine  laser  print  quality  ayid  full  dual  access, 
users  can  fax  even  while  the  machine  is  sending  or  receiving. 

How  busy  are  you?  Note  its  3-second  quick-scan,  6-second  transmission 
speed*,  50-page  upgradable  memory*,  and  two  paper  cassettes. 

The  Panafax  UF-766.  Another  demonstration  of  our  approach  to  office 
automation:  creating  products  that  do  a 
little  more,  and  cost  a  little  less.  »  ».  -  . 

More  infomiation?  For  printers, 
computers,  monitors  and  peripherals, 
call  1-800-742-8086;  for  facsimiles, 
copiers  and  typewriters, 
1-800-843-0080,  ext.  4015. 

*  All  references  to  memory  capacity  and 
transmission  speed  are  based  on 
CCITT  Test  Chart  No.  1.  The  UF-766 
uses  a  CCITT  14  4  Kbps  modem. 


Panasonic 
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PROFfT  PARADE;  CHRYSLER  MAKES  UP  TO  $8,000  APIECE  ON  JEEP  GRAND  CHEROKEES 


real-;,  i: 


nev.-  products  thi-ough  1997. 

So  far.  Chrysler's  new  products  seem 
to  be  uirmers — even  vrhen  stacked  up 
against  tough  Japanese  competition.  The 
LH  sedans  are  still  in  shon  supply  as  the 
Bramalea  (Ont.i  plant  that  builds  them 
gears  up.  But  they're  ah-eady  causing  a 
stir.  Alan  Spitzer.  whose  family  o^stis  10 
Chrj"sler  dealerships  in  Ohio  and  Florida, 
says  the  cars  are  attracting  buyers  as 
well  as  sightseers  who  just  vrant  to  look. 
"We've  sold  a  few  dozen — all  we've  been 
able  to  get  our  hands  on."  he  says. 

The  new  cars  had  bener  t>e  winners. 
Chn'sler  is  betting  a  total  of  -?1.6  billion 
in  development  and  production  costs  on 
the  LH.  It's  the  company's  last-ditch  ef- 
fort to  reenter  the  lucrative  miidsizese- 

dan  market,  now  dominated  by   

the  No.  1-selIing  Honda  Accord 
as  well  as  the  Fcird  Taurus  and 
TciyC'ta  C&r/.ry. 

ELBOW  ROOM.  Nrx:  summer 
comes  a  orawr.y  nev,-  full-size 
truck,  the  T-300.  v%-hich  vdll  of- 
fer daring  st>"ling  anc  an  op- 
tional cast-iron  version  of  the 
Viper's  aluminum  V-10  engine. 
Then,  early  in  1994.  will  come 
the  PL  subcompact.  Like  the  LH 
line,  the  PL  will  feature  Chn's- 
ler's  csb-forward  design,  which 
will  miake  it  roomier  inside  than 
competitors  -such  as  GM's  Sat- 
urn and  Honda's  Cmc.  Chr\"s- 
ler  engineers  say  a  more  pow- 
erful engine  vrill  also  give  it  a 
sportier  feel.  X  new  compact 
car  to  replace  the  cun-ent.  boxA" 
Dodge  Spirit  and  Pl>"mouth  Ac- 
claiiii.  plus  an  all-new  minivan. 
v.in  soon  follow. 


ui  course.  jUsi  o];c  i.'jj-  cl'U.q  jeopar- 
dize the  cash  flow  Chrysler  needs  to 
fund  development  of  subsequent  models. 
A  loser  could  also  sour  consumer  appe 
tites  for  nev\-  Chr\"sler  models.  But  if  the 
new  products  are  hits.  ChrA'sler  could 
become  a  cash  machine.  Harbour  &  As- 
sociates' James  E.  Harbour,  a  former 
ChrA'sler  executive,  says  the  company's 
sales  volume  could  jump  from  1.5  million 
vehicles  a  year  to  2.-5  million.  And  profits 
would  follow. 

Despite  the  rosy  profit  forecasts. 
ChPi'sler  faces  some  daunting  challenges 
in  the  months  and  years  ahead.  Tlie  cor- 
porate cash  ci-unch  is  probably  the  most 
pressing  problem.  Chr>"sler  wants  to 
come  up  with  •?2.5  bilhon  to  -53  billion  in 
cash  over  the  next  five  vear?  zo  stan 


pacing  down  its  pension  liability.  That's 
a  tall  order  on  top  of  the  roughly  -S3.5i 
billion  it  will  need  even"  year  to  develop! 
new  products. 

Chr>-sler  officials  insist  they  can  find 
the  cash  tiiey  need  without  resorting  to 
another  stock  sale.  But  that  may  be  too 
optimistic  given  the  company's  cash  de- 
mands. An  investment  banker  who  has 
worked  -Rith  Chrj-sler  in  the  past  says 
the  company  is  merely  biding  its  time 
while  the  stock  price  rises  before  an- 

■?.  r.ew  issue. 
BOND  BURDEN.  Chrx'sler's  poor  standing 
.:.  tr.c  crc^x:  markets  is  also  beginning  tx: 
take  its  toll.  Ever  since  its  bond  ratings 
slipped  below  investment  grade  twt 
years  ago.  Chrj-sler  Financial  Corp.  has 
had  difficult^"  matching  the  consumer 
financing  rates  offered  by  competing  cai 
companies.  Increasingly,  that  has  mearn 
lost  sales.  CFC  also  can't  finance  new-ca 
purchases  at  Chrysler's  rental-car  com 
panies — DoUar,  Budget,  and  Thrifr.-.  A 
a  result,  they're  turning  to  higher-cos 
financing  elsewhere,  further  pinching 
margins.  And  Chrj-sler  executh^es  don' 
expect  to  regain  an  investment-gradi 
rating  until  1995  at  the  earhesu 

As  if  the  financial  hurdles  weren' 
enough.  Chrj'sler  also  needs  to  work  oi 
quality",  an  issue  that  has  nagged  it  fo 
years.  Chiysler  cars  and  trucks,  whU 
vastiy  more  reliable  than  they  were  1< 
years  ago.  still  don't  match  the  com- 
tion.  Chrk"sler  models  \irtually 
achieve  the  industry  average  for  qua 
according  to  surveys  by  market  n 
searcher  J.  D.  Power  &  Associates  In( 
The  company  is  trying  to  remedy  tha 
with  the  LH  sedans,  which  ai-e  aimed 
upscale  buyers  who  won't  settle  for  an] 
thing  less  than  the  top  qualitj"  they'r 
used  to  in  Jananese  models.  Still.  lacocc 


INSIDE  THE  'CAB-FORWARD'  LH 


WINDSHIELD  bose  is  nearer  front  wheels 
helping  create  121  cubic  feet  of  interior 
volume  compared  with  1 1 2  for  the 
Toyota  Comry  and  1 1 7  for 
the  Ford  Taurus 


REAR  SEAT  is  set  farther  back,  allowing 
for  more  legroom 


HOOD  LINE  is  low  for 

better  visibility,  improved 
aerodynamics 


COCKPIT  controls  on  the 
dash  are  angled  toward 
the  driver,  making  them 
easier  to  see  and  use 


WHEELS  are  closer  to  bumpers, 
creating  a  long,  1 13-inch  wheelbase 
that  allows  wider  doors  for  easier 
entry  and  provides  a  smoother  ride 


Another  case  for  USF&G 


Boulder,  CO.  Apni,  1992 


same  single  accident  had  been  filed  with  21  different  insurance  companies. 


Eleven  other  companies  had  already  paid  the  claim  before  it  was  even 


reported  to  USF&G. 


Want  to  know  who  paid  for  it?  Well,  if  you're  not  with  us,  maybe  you  did. 


USF&G 

INSURANCE 

Call  1-800-7 22-USFG  for  more  information. 


;  5  c  >      f=:  r  I  1 1     c  5 
I  cij  rx/i  /X  I 


Through  commitment, 

innovation  and  technologicai 

leadership,  Samsung 

has  become  one  of  the  worid's 

fastest-growing  resources. 

Not  oniy  are  we  at  the  forefront 

of  electronics,  but  we've 

received  worldwide  recognition 

for  our  advances  in 

chemicals  and  engineering  as 

well.  Below  are  just 

a  few  examples  of  how  we're 

making  technology  work 

for  everyone.  For  more,  write  P.O. 

Box  260,  Ridgefield  Park, 

NJ  07660.  Fax  201-229-6058. 

SAMSUNG 

Technology  that  works  for  life. 
ELECTRONICS 

64  IVI  DRAM  semiconductors 

RISC  workstation 

100,000  circuit  phone  switching 

Laser  disc  player 

279-gram  cellular  phone 

Handwriting  recognition  PC 

ENGINEERING 
Double-hull  oil  tanker 
Liquified  natural  gas  tanker 
Panamax  container  ship 
Post-Panamax  container  crane 
IVIX  series  excavators 

CHEMICALS 
Alpha  interferon 
IPP  superfine  wool 
Petrochemicals 

©  1992  The  Samsung  Group 


admits:  "Tlie  cjualily  jury  is  still  out." 

Eaton  knows  Chrysler  has  to  do  better 
if  it's  i^o'mg  to  compete.  Already,  he  has 
developed  a  reputation  as  a  ciuality 
guru.  He  has  pushed  engineers  to  im- 
prove designs  so  cars  are  simpler  and 
easier  to  build  and  thus  less  likely  to 
develop  problems.  For  example,  engi- 
neers on  the  PL-subcompact  team  have 
reduced  the  variety  of  nuts,  bolts,  rivets, 


and  other  fasteners  they  use.  The  cars 
will  have  about  2,000  parts  in  all,  down 
from  8,000  in  the  models  they  replace. 
That  brings  costs  down,  too.  The  PL's  $1 
billion  startup  budget  is  one-fifth  of  the 
$5  billion  <;m  has  sunk  into  Saturn. 

Despite  the  lingering  problems,  Eaton 
could  hardly  have  asked  for  a  better 
time  to  take  the  wheel  at  Chrysler.  If 
the  economy  cooj)erates  and  car  sales 


pick  up,  there's  a  good  chance  that 
Chrysler  may  finally  be  rid  of  its  reputa- 
tion as  the  auto  industry's  perennial 
weakling.  Says  Eaton:  "I  feel  like  a  bat- 
ter coming  in  with  the  bases  loaded  and 
nobody  out."  All  Chrysler's  next  boss 
needs  is  some  solid  hits  to  guarantee 
Chrysler's  winning  streak. 

Bi/  Da  rid  Woodru  ff  i)i  Detroit,  with 
Elizabeth  Lesly  in  New  York 


BOB  EATON  IS  NO  LEE  lACOCCA— BUT  HE  DOESN'T  NEED  TO  BE 


The  whispering  went  on  for  days  in 
Detroit  early  last  March.  Chrysler 
Corp.  Chairman  Lee  A.  lacocca's 
imperial  reign  was  nearly  over,  and  he 
had  announced  his  successor:  a  low-key 
engineer  named  Robert  J.  Eaton,  presi- 
dent of  Genera!  Motors  Europe.  Word 
spread  through  the  Chrysler  Building 
that  Bob  Eaton  likes  to  consult  widely 
before  making  a  decision.  The  in-house 
translation:  Eaton  is  a  wimp. 

Within  days,  however,  any  notion  tliat 
the  incoming  chief  exec- 
utive was  indecisive 
was  quickly  put  to  rest. 
By  the  time  lacocca  in- 
troduced him  to  Chrys- 
ler staffers  on  Mar.  16, 
Eaton  had  already 
penned  a  memo  telling 
them  he  believed  in 
"participatory  manage- 
ment, not  consensus 
management."  The 
message  was  clear:  Ea- 
ton will  be  calling  the 
shots  when  he  takes 
over  from  lacocca  at 
the  end  of  1992.  But  the 
memo  was  also  a  sure 
sign  that  Chrysler's  ex- 
ecutive suite  will  see 
some  big  changes  in 
management  style. 

Eaton's  low-key  aijproach  is  a  far  cry 
from  lacocca's  high-profile  flash.  While 
Chrysler's  current  chiej'  enjoys  his  celeb- 
rity as  the  savior  of  ttw  nation's  No.  3 
auto  maker,  Eaton  shuns  the  limelight. 
Indeed,  he  says  he  won't  jiiny  pitchman 
on  TV  commercials  as  lacomi  has. 
SHIRTSLEEVES.  Where  Iacoc(  ;i.  relished 
the  perks  of  high  corporate  office,  Ea- 
ton, 52,  prefers  no  frills.  At  hi-:  Zurich 
headquarters,  he  invariably  worl.i'd  in 
shirtsleeves  and  thought  nothing  of  ol- 
lecting  his  own  mail  if  his  secretary  was 
away.  And  while  Eaton  can  be  "abrupt," 
says  one  former  subordinate,  he's  not 
given  to  sudden  fits  of  temper.  He  is 
unlikely  to  reduce  subordinates  to  jelly, 
as  lacocca  was  known  to  do. 


As  a  manager,  Eaton  sees  himself  as 
a  team  leader.  "He  laid  out  broad  objec- 
tives," says  the  former  colleague.  "But 
he  left  it  up  to  you  how  to  achieve 
them."  That  was  key  to  attracting  and 
keeping  top-notch  staff  in  Europe,  and 
it'll  be  equally  important  in  working 
with  Chrysler  President  Robert  A.  Lutz, 
who  was  passed  over  for  the  top  job. 

Eaton's  experience  offers  another 
promise  for  Chrysler:  He  knows  how  to 
turn  an  auto  company  already  on  the 


mend  into  a  profit-gusher.  After  he  in- 
herited the  top  job  at  GM  Europe  from 
John  F.  Smith  Jr. — who's  now  in  line  for 
the  top  job  at  GM — Eaton  racked  up  $5.5 
billion  in  profits  over  three  years  as  the 
U.  S.  parent  slipped  deeper  into  the  red. 

Colleagues  say  the  stocky  executive, 
who  is  married  and  the  father  of  two 
sons,  is  "a  car  guy  to  the  tips  of  his 
toes."  Born  in  Buena  Vista,  Colo.,  he 
was  tuning  up  his  first  car— a  '32 
Chevy — at  age  11.  A  graduate  of  the 
University  of  Kansas  with  a  degree  in 
mechanical  engineering,  Eaton  confess- 
he  still  misses  the  chance  to  speed 
new  cars  around  the  test  track  as  he  did 
as  a  GM  engineer  in  the  mid-'70s. 

So  J'ar,  Eaton  has  avoided  airing  his 


plans  for  Chrysler,  waiting  to  assert 
himself  after  lacocca  steps  down.  But 
judging  from  his  tenure  at  GM,  high  on 
the  list  of  his  priorities  is  efficient  pro- 
duction, an  area  where  Chrysler  still 
needs  to  make  a  lot  of  headway  to  stay 
competitive.  laccoca  credits  his  succes- 
sor with  making  GM  the  lowest-cost  pro- 
ducer in  Europe. 

UP  ALL  NIGHT.  To  achieve  that  productiv- 
ity, Eaton  squeezed  more  output  from 
existing  plants  in  Europe,  partly  by  ne- 
gotiating innovative  la- 
bor deals.  For  instance, 
at  GM  plants  in  Germa- 
ny and  Austria,  he 
struck  union  pacts  that 
allowed  round-the-clock 
production. 

Eaton  was  also  quick 
to  take  advantage  of 
cheap  labor  markets.. 
After  the  Berlin  Wall 
toppled  in  1989,  Eaton 
began  building  a  $660 
million  plant  at  Eisen] 
ach,  in  eastern  Germa- 
ny, where  wages  are 
less  than  half  those  in 
western  Germany.  The 
plant  will  turn  out 
ITiO.OOO  of  GM's  new  A& 
tra  cars  a  year  by  1993. 
The  lower-cost  strate- 
gy was  extended  to  car  design  as  well 
the  new  Astra  compacts  have  2S7"  few- 
er parts  than  their  predecessors.  That 
reflects  Eaton's  admiration  for  the  lean 
auto  engineering  methods  pioneered  bj| 
the  Japanese. 

The  Chrysler  that  Eaton  is  set  to  in- 
herit is  about  the  same  size  as  the  GnI 
Europe  he  left.  The  carmaker  is  also  aj 
the  same  stage  in  its  turnaround — out  o; 
intensive  care,  churning  out  new  prodi; 
ucts,  and  revved-up  for  a  profits  surgeji 
Undoubtedly,  lacocca  and  the  Chryslel 
board  hope  the  comparisons  won't  end: 
there.  They  want  Eaton  to  roll  up  hii 
sleeves  and  engineer  as  smooth  a  rid(| 
for  them  as  he  did  for  GM. 

By  John  Templeman  in  Boni 
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Official  Overseas 
Baiiot  Box. 


^^he  Democratic  and  Republican  Parties  have  selected  DHL  as  the  official  overseas  air  express  carrier 


of  absentee  ballots  tor  Americans  abroad.  ■  This  election  year,  DHL  Worldwide  Express  will  pick  up 


ballots  from  204  foreign  countries,  free  of  charge.  ■  After  all,  both 


WOnLOWIlX  EXPRESS 


FASTER  TO  MORE  OF  THE  WORLD 

political  parties  want  someone  they  can  count  on  to  deliver  the  vote.  i-800-call-dhl 
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Everyone  agrees  they 

The  idea  of  open  systems — that  comput|^ 
should  easily  share  things  and  basically  beha'^j 
like  friends — is  what  everybody  is  aiming  for.  ^ 

Still,  you  hear  lots  of  definitions  for  opei 
systems,  from  many  points  of  view.  So,  on  the 
subject  of  openness,  IBM  remains  open.  ^^j 

I  nstead  of  insisting  that  one  operating 
system,  like  UNIX*  is  more  open  than  another 
we're  for  anything  that  gets  your  existing  and  ^ 
future  systems  working  together.  So  to  us,  eac  ^ 
customer's  open  system  will  be  different,  and 
unless  your  pockets  are  incredibly  deep,  you'  ^ " 
begin  with  the  systems  you  already  have.  i 


®  1992  IBM  Corp  IBM  and  RISC  System/600C ate  trademarks ol  IBM  Corp  The  lollowmf;  are  trademari. ol  UNIX  Systems  1  aboratories,  Inc  Digital  Equipment  Corp ,  Tandem  Computer-.  In 


d,  but  not  always  from  the  same  point  of  view. 


\n  ideal  open  system  begins  with  a  plan 
?d  for  your  business  needs,  and  IBM  can 
ou  with  it,  probably  better  than  anyone, 
take  in  open  systems  goes  far  beyond  hard- 
operating  systems  and  all  the  standards  we 
>rt.  It  includes  the  services  you'll  need  to 
everything  work. 

^all  us  and  we'll  listen  to  your  business  needs 
ben  we'll  get  into  computer  solutions,  present 
iture.  After  that,  we'll  build  a  plan  for  open- 
ings up,  and  of  course  we'll  work  with  other 
rs — that's  what  open  systems  are  about, 
i  it  Republic  National  Bank  of  New  York,  for 


example,  we  built  an  open  system  that's  improv- 
ing customer  service.  Based  on  the  IBM  RISC 
System/ 6000, '  it  works  in  close  partnership  with 
their  DEC* Tandem""  and  IBM  mainframes,  on  a 
network  that  includes  both  TCP/IP  and  SNA 
protocols.  And  along  with  IBM  banking  software 
(customized  by  one  of  our  Business  Partners),  it 
runs  a  wide  variety  of  off-the-shelf  UNIX  applica 
tions.  And  we  not  only  helped  integrate  the  whole 
system,  we  provide  ongoing  service. 

We're  open  to  helping  —         —  — 

you,  too.  To  learn  more,  call  us  E  ITSZ 
at  I  800  IBM  6676,  ext.  730.      ====="  = 
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FINANCIAL  SERVICESI 


LESS-THAH-FANTASTIC 
PLASTIC 


AniEx  continues  to  lose  cardholders  as  it  tries  to  adjust  to  the  value-oriented  1990: 


s 


.only  after  Har/ey  Golub  moved 
rom  Minneapolis  lo  New-  York  to 
take  over  American  Express  Co.'s 
u-oubied  credit-card  di^^S!on  in  July. 
1991.  he  signed  up  at  the  company's  fit- 
ness center  to  svs-eat  off  a  few  pounds. 
Yet  he's  been  spending  so  little  time 
there  that,  when  Golub  recently  ran  into 
the  g}Tn"s  fitness  director,  he  didn't  rec- 
ognize him. 

Golub  has  been  working  overtime  xry- 
ing  to  get  the  card  business,  the  core  of 
Travel  Related  Services,  in  shape. 
AmEx'  chief  cash  machine.  TRS  is  suffer- 
ing from  sharply  eroding  profits.  No  one 
can  accuse  Golub  of  sitting  on  his  hands. 
On  Oct.  22.  AmEx  unceremoniously 
dumped  its  ad  agency  of  the  past  year. 
Chiat  Day  Mojo  Inc..  whose  ads  were 
criticized  for  being  confusing  and  unin- 
spired. The  next  day.  AmEx  annoimced 
a  loss  of  -?1S7  m.illion  for  the  quarter, 
because  of  a  §S42  million  resn-ucuiring 


charge  at  TRS.  Pan  will  go  to  cut  4.Soii 
jobs.  9^'  of  AmEx's  work  force.  "I  think 
it's  a  positive.  They  are  finally  getting 
off  of  square  one."  says  Guy  Mosz- 
kowski.  an  analyst  at  Sanford  C.  Bern- 
stein &  Co. 

SPECIAL  DEALS.  Cost-cutting  will  ceHain- 
ly  r.c!;  -  A".Ex  predicts  that  the  move 
will  produce  annual  sa\"ing5  of  -5224  mil- 
lion during  1993.  -S3-56  million  in  1994. 
and  about  the  same  amount  in  1995. 
■"Haney  is  getting  the  company  in  posi- 
tion to  lower  pricing  so  he  c-an  kick  the 
crap  out  of  the  bank  caitis."  says  E. 
Wilson  Da^is.  an  analyst  at  Gerard 
Klauer  Mattison  &  Co. 

But  it's  far  from  clear  that  these  and 
otlier  rec-ent  moves  by  Golub  addi-ess 
the  c-ard  di\Tsion's  broader  strategic 
problem.s.  AjtiEx'  old  strategy."  was  deliv- 
ering an  upsc-ale  product  that  enabled 
the  company  to  chai-ge  customers  and 


-  :  .e  al 
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merchants  more  b^-ause  " 
service.  Yet  what  was  ri^ 
fluent  19S<}s  isn't  working  . 
the  value-oriented  I99f}?.  AmEx  has  t 
c-ompeie  with  a  hoi-dc   :  - 
fering  all  manner  - 
c-oimts.  rebates. 
most  %isible  res  .: 
AmEx  is  losing  cu>" 
with  c-ards  in  force  cr    ,  .  _ 
in  each  of  the  last  three  quaners  i  : 
To  date.  AmEx  hasn't  done  muc; 
yond  responding  to  competitors.  And  it 

•  -oro 


!-er 
i1 


still  mai-keting  itself  as 
ua.  even  while  signing 
merchants.  On  Oct.  26.  tr 
nounced  that  the  holder's 
c-ai-d  at  Kmait.  "AmEx 
high-priced  card  with  high-perc-eived  vi, 
ue.  only  for  the  most  affluent.  Tm-. 
clearly  stepped  back  nx>m  that.  Wh 
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"  AS  CARDS  IN  USE 
KEEP  DECLINING. 
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it  been  replaced  with?  I'm  not  sure," 
;  card  consultiint  Donald  Auriemma, 
5ident  of  Auriemma  Consulting 
up  Inc.  "One  thing  is  clear:  Their 
tegy  is  not  ai)parent  to  industry 
^hers." 

FHE  OFFENSIVE.  Golul)  denies  that  TRS 
s  an  effective  strategy.  A  big  believ- 
in  employee  communications,  he, 
g  with  TRS  President  Jonathan  S. 
;n,  distributed  a  six-page  memo  to 

00  AmEx  employees  on  Oct.  26  enti- 
,  "Elements  of  our  Strategic  Vision." 
t,  he  paints  in  broad  strokes  ambi- 
s  plans  to  "earn  100'a"  of  customers' 
Stic  spending."  Yet  the  plan  doesn't 
nde  much  in  the  way  of  specific  new 
atives.  His  basic  idea:  "We  must  of- 
cardmembers  a  variety  of  ways  to 

for  virtually  all  their  purchases — 
•ge  card,  revolving  credit,  and  per- 
s,  debit."  AmEx  will  put  special  em- 
bis  on  Optima,  its  revolving  credit 
1,  and  may  even  offer  credit  to 
Ex  cardholders.  From  now  on,  the 
no  says,  TRS  "will  be  far  more  orient- 
awards  going  on  the  offensive." 
olub  insist  the  outlook  is  much  bet- 
than  critics  contend.  He  blames  the 
ine  in  cardholders  on  AmEx'  difficul- 
n  attracting  new  customers,  rather 

1  the  more  serious  problem  of  card- 
lers  simply  canceling  their  cards, 
zh  he  says  is  slowing  down.  Further, 
il  cardholders  are  using  their  AmEx 
Is  more.  Average  spending  per  card- 
ler  in  1992's  third  quarter  is  $843,  up 

from  $760  a  year  ago.  "I  feel  great 
at  spending  per  cardholder.  We're 
ng  the  first  major  uptick  in  a  de- 
i,"  says  Golub.  Much  of  that  growth 
ue  to  its  new  Membership  Miles  pro- 
m,  which,  like  similar  features  of- 
■d  by  other  card  companies,  gives  us- 
frequent-flyer  miles, 
olub  is  also  planning  several  pricing 
es.  To  allay  complaints  by  mer- 
its, he  will  selectively  rejigger  some 
he  fees  merchants  pay  to  AmEx  in 
y  1993,  which  will  bring  them  in  line 
1  those  charged  by  bank-card  issuers, 
ixpect  that  a  year  from  now,  the 
•age  discount  rate  will  be  lower  than 
today,"  says  Golub. 
ill  these  initiatives  work?  One  obvi- 
potential  problem  is  simultaneously 
ing  costs  while  trying  to  maintain 
t  Golub's  memo  calls  AmEx'  "world- 
>  global  service."  To  accomplish  that, 
!]x  is  phasing  in  the  layoffs  through 
.  But  prolonging  the  uncertainly 
t  help  employee  morale. 
iiNY  CHALLENGE.  Also  problematical 
ilub's  idea  of  playing  up  the  Optima 
,  which  he  sees  as  a  major  income 
ce  in  the  future.  Although  balances 
\e  green  card  must  be  paid  off  every 
:h,  AmEx  surveys  indicate  its  card- 
ers are  very  interested  in  having  a 
Iving  credit  product.  But  Optima, 


which  carries  a  $15  fee,  is  a  relatively 
obscure  brand  with  only  3.2  million  card- 
holders. It  is  accepted  by  far  fewer  mer- 
chants than  Visa  or  MasterCard.  To 
build  up  Optima  to  a  major  credit  card 
would  at  the  very  least  be  costly. 

Yet  Golub's  thorniest  challenge  is  TRS' 
long-term  strategy.  The  most  graphic 
symptom  of  the  company's  strategic 
groping  is  its  current  turmoil  with  its 
advertising  campaign.  In  the  1980s,  its 
longtime  ad  agency,  Ogilvy  &  Mather 
Worldwide  Inc.,  successfully  captured 
AmEx'  upscale  identity  with  such  cam- 
paigns as  one  showing  handsome  photos 
of  classy  AmEx  cardholders. 

Last  year,  AmEx  fired  Ogilvy  from  its 


green  card  account  and  hired  Chiat/ 
Day/Mojo,  which  Golub  now  admits  was 
"an  error."  AmEx  believes  Chiat's  ads 
had  failed  to  improve  or  even  articulate 
its  image.  "There  was  tremendous  con- 
fusion early  in  the  game.  Everybody  [at 
AmEx]  had  their  own  point  of  view," 
says  Martin  Grant,  a  former  Chiat  exec- 
utive who  now  works  at  ad  agency 
D'Arcy  Masius  Benton  &  Bowles  Inc. 

Golub  is  clearly  striving  to  dispel  the 
confusion,  not  only  about  TRS'  ads  but 
its  strategy.  He's  been  taking  positive 
steps.  But  it  may  be  a  while  before  he 
makes  it  back  to  the  gym. 

By  Leah  Nafhayis  Spiro.  with  Mark 
Landler,  in  New  York 


MARKETS  &  INVESTMENTS! 


HUNTING  INVESTORS 
WHO  WILL  GO  THE  DISTANCE 


Companies  woo  institutions  that  provide  'patient'  capital 


Almost  since  the  dawn  of  the  tick- 
er tape,  companies  have  relied  on 
the  same  tools  to  lure  investors: 
whiz-bang  press  releases,  rubber-chicken 
lunches,  and  the  occasional  corporate 
road  show.  Such  efforts  may  bring  in- 
vestors in,  but  they  haven't  done  a  good 
job  of  keeping  them  for  the  long  run. 
Companies  have  learned  to  their  chagrin 
that  for  many  big  shareholders,  the  long 
term  lasts  until  the  next  quarterly  earn- 
ings report. 

But  now,  a  growing  number  of  compa- 
nies are  radically  changing  the  way  they 
present  themselves  to  big  investors. 
With  the  help  of  sophisticated  data 


bases,  they're  employing  new  techniques 
to  identify  or  "target"  institutional  mon- 
ey managers  they  would  like  to  have  as 
shareholders.  Then  they  make  a  strong 
pitch  to  those  prospects.  "We've  gone 
from  a  scattergun  approach  to  a  rifle 
shot,  and  now  we're  finding  institutions 
we  truly  want  to  be  our  investors,"  says 
Russell  J.  Page,  senior  vice-president  of 
NationsBank. 

Targeting  is  a  quest  for  "patient"  cap- 
ital— shareholders  who  will  not  dump 
their  stock  for  want  of  a  few  cents  a 
share  on  an  earnings  report.  Companies 
try  to  identify  institutional  investors 
that  already  back  companies  with  similar 
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characteristics.  In  theory,  at 
least,  that  means  these  investors 
will  "understand"  the  company 
and  be  more  willing  to  stick  it  out 
through  good  times  and  bad. 

Of  course,  most  of  these  com- 
panies are  not  selling  new  stock 
directly  to  institutions.  But  in  lur- 
ing pension  fund  and  mutual- 
fund  managers  into  buying  their 
stock  on  the  exchanges,  these 
companies  hope  to  increase  the 
price  of  their  shares.  That  makes 
existing  shareholders  happy,  and 
just  as  important,  a  high  stock 
market  valuation  can  give  a  com- 
pany a  competitive  edge.  A  com- 
pany's cost  of  capital  is  tied  to  its 
stock's  price-earnings  ratio:  the 
higher  the  p-e.  the  lower  the  cost 
of  capital.  Lower  capital  costs  al- 
low companies  to  pursue  projects 
and  ventures  that  higher-cost 
competitoi's  can't. 

Targeting  shareholders  is  a 
cottage  industry,  but  it  is  boom- 
ing. A  half-dozen  consulting 
firms  have  signed  up  more  than 
500  companies,  including  Baxter 
International,  MCI  Communica- 
tions, Playboy  Entei-prises.  Tex- 
aco, and  Xerox.  "Instead  of  tiy- 
ing  to  be  out  there  with  4,000 
investment  clubs  and  4,000  insti- 
tutional holders,  companies  can  I  

go  to  just  50  targeted  investors,"  says 
Joe  Shenton,  a  targeting  consultant 
whose  OLC  Corp.  will  ring  up  S5  million 
in  revenues  this  year  from  136  clients. 
Shenton  says  clients  in  13  different  in- 
dustries have  been  able  to  identify  near- 
ly .■$;3  billion  in  stock  purchased  by  tar- 
geted investors. 

ECLECTIC  BUNCH.  The  desire  for  more  pa- 
tient capital  is  what  led  athletic  wear 
manufacturer  Nike  Inc.  to  start  target- 
ing three  years  ago.  Nike  officials  were 
concerned  that  institutional  investors 
seemed  to  be  trading  the  stock  rather 
than  buying  for  the  long  term.  The  re- 
sult: volatility  in  stock  price  and  in  the 
shareholder  rolls. 

To  find  more  long-term  investors. 
Nike  turned  to  OLC.  The  consultant,  tap- 
ping a  vast  computer  data  base,  com- 
pared Nike's  financial  performance  and 
projections  with  13,000  domesiic  and  for- 
eign companies  to  find  those  v\  ith  simi- 
lar charactei'istics.  At  fii-st  blusli.  Nike's 
peer  group  was  sui-prising — a  diverse 
list  that  included  Boeing.  Hershey 
Foods.  Liz  Claiborne,  and  Nordstrom. 
Yet  according  to  oLC's  analysis,  the  com- 
panies shared  similar  characteristics 
such  as  return  on  capital  and  earnings 
growth  rate.  A  list  always  emphasizes 
companies  in  different  industries,  since 
institutional  investors  usuallv  want 


FINDING  FRIENDLY 
SHAREHOLDERS 


BAXTER  INTERNATIONAL 


Has  attracted  more  than  $500  million  of  stock  pur- 
chases by  targeted  institutions  in  less  than  one  year 


DOW  CHEMICAL 


Had  a  hard  time  keeping  investors  because  of  the 
chemical  industry's  cyclicality.  Seeking  longer-term 
shareholders,  Dow  has  held  50  one-on-one  meetings 
with  specially  selected  money  managers  this  year 


HARRIS 


After  a  strong  third-quarter  earnings  report,  Harris  em- 
ployed 'market  surveillance'  techniques  to  spot  buying 
by  institutions.  Company  then  started  pitching  itself  to 
money  managers  with  similar  investment  goals 


NATIONSBANK 


Of  105  money  managers  courted  by  the  bank,  70 
bought  the  stock.  These  new  shareholders  were  also  big 
investors  in  the  $382.5  million  secondary  stock  offering 
held  in  February  of  this  year 


NIKE 


Started  a  program  in  1  989  to  attract  institutional  inves 
tors  that  will  hold  its  stock  for  the  long  run.  Such  inves- 
tors now  hold  shares  worth  about  $570  million,  and 
moke  up  about  23  "o  of  all  the  company's  institutional 
shareholders 

DATA:  BW 


diversification — not  more  of  the  same. 

Once  OLC  identified  the  Nike  peer 
group,  they  examined  the  holdings  of 
institutional  investors  to  find  those  who 
had  some  of  the  peer-group  stocks. 
From  that,  OLC  developed  a  list  of  50 
institutions  deemed  good  prospects  be- 
cause the  investors  used  yardsticks 
against  which  Nike  would  measure 
well — especially  discounted  cash  flow 
and  earnings  momentum. 

The  search  paid  off.  Today,  after  a 
host  of  one-on-one  meetings  with  fund 
managers  in  12  cities,  52  targeted  insti- 
tutions hold  23''  of  Nike's  stock.  And 
the  program  is  ongoing,  as  Nike  is  al- 
ways on  the  run  for  new  shareholders. 
"When  we  contact  our  targets,  they've 
already  invested  in  companies  that  are 
similar  to  us.  We're  speaking  their  lan- 
guage," says  Ronald  A.  Parham,  Nike's 
director  of  investor  relations.  Parham 
says  the  strategy-  really  proved  itself 


Nike  is  'starting  to  mai'ket  to 

Wall  Street  the  \va\'  they 
market  their  sneakers,'  says  a 
fund  manager 
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last  year,  when  Nike's  stock  was 
hammered  by  i-umors  that  its  in- 
ventories were  out  of  control. 
True,  some  institutions,  such  as 
Chancellor  Capital  Management 
Inc.  and  Jennison  Associates  Cap- 
ital Corp..  dumped  the  stock,  but 
most  targeted  shareholders  whc 
bought  in  are  still  on  board 
"Now  we  have  a  relationshij, 
that's  been  tested  over  time,' 
says  Parham. 

TOUGH  CROWD.  Nike  figures  it 
program  has  contributed  to  th< 
recently  robust  stock  price  of  $7i 
and  the  fact  that  the  company  ii 
trading  at  nearly  18  times  earn 
ings.  compared  with  11  for  Ree 
bok  International  Ltd.  One  of  Ni 
ke's  biggest  institutional  holder 
concurs:  "They're  starting  b 
market  to  Wall  Street  the  wa; 
they  market  their  sneakers,' 
says  one  fund  manager. 

Targeters  go  beyond  dafc 
bases  to  develop  leads.  They'r 
also  using  "market  sur\-eillance 
techniques  to  spot  changes  in  ir 
stitutional  shareholdei-s.  Conside 
Harris  Corp..  an  electronics  con 
pany  that  posted  strong  thirc 
quarter  profits.  After  the  ai 
nouncement,     its  targetin 
consultant,  Carson  Group,  spo 
ted  new  institutional  investor ' 
moving  into  the  stock.  From  that  info 
mation,  the  consultant  was  able  identif ') 
like-minded  money  manager  that  Harr 
could  approach  about  becoming  a  shar( 
holder.  "You've  got  to  identify  trend  - 
rh\-thms,  and  patterns  in  the  mark( 
that  tell  you  who's  getting  in  and  out  ( 
your  stock,"  says  David  M.  Geliebte 
senior  partner  at  Carson.  "That's  ho 
you  know  where  your  next  target  is."  ■ 
There  are  traps  in  targeting,  too.  G  ■ 
liebter  recalls  a  company  that  had  su  f 
cessfully  pitched  itself  to  several  sta^  ^ 
pension  funds.  But  management  was  f  : 
rious  when  its  annual  meeting  tin 
came  around  and  the  company  wj 
faced  with  several  antimanagemeih 
proxy  resolutions  put  forth  by  its  nel 
shareholders.  Even  though  managemeT" 
beat  back  the  proxies,  the  investor  rel 
tions  officer  lost  his  job.  "You  have 
be  careful  of  institutions  that  have  fine 
set  policies,"  says  Geliebter.  "On*^ 
they're  in  your  stock,  they're  going  r 
take  a  verv-  firm  stand  against  you  fc. 
they  have  to."  i 
As  the  trend  toward  targeting  contfX 
ues.  that's  a  risk  that  more  manage 
ments  may  have  to  face.  But  it's  a  sm:: 
price  to  pay  to  attract  investors  whc 
notion  of  a  long-term  investment  gojt 
far  beyond  the  next  earnings  report  > 
By  David  Greising  in  Chicai^ 

FIN/f ' 


Introducing  the  Merrill  Lynch 
Fundamental  Growth  Fund 


f  you're  looking  for 
an  investment  to  help 
you  meet  long-term 
goals,  you  should  look 
ito  equities.  As  the  chart 
elow  shows,  over  the  66- 
ear  period  that  ended  in 
991,  equities  have  outper- 
jrmed  other  types  of 
nancial  assets.  And  in 
hoosing  a  suitable  equity 
ind,  consider  the  Merrill 
ynch  Fundamental  Growth 
und  -  a  long-term  fund  for 
)ng-term  investors. 

The  Fund  emphasizes  investments  in  compa- 
res with  above-average  growth  rates  in  sales, 

profit-margin  improve- 
ment, proprietary  or 
niche  products  or 
services,  leading 
market  shares,  or 
underlying  strong 
industry  growth. 

Consumer  Price  Index 

Source:  Ibbotson  Associates.  Inc..  Chicago.  The  Fund  is 

jited  for  dollar  cost  averaging.  In  the 
ame  way  that  the  crow  chooses 
le  weight  of  his  pebble,  and  how 
ften  he  drops  it  into  the  pitcher, 
ju  choose  the  amount  of  your 


Ti)  (jin'iK  h  /);.s  thirsi.  ,i  ( / .  m  dropped  pebbles  one  by  one  into  a 
pitcher  until  the  w,iter  level  rose  and  he  was  able  to  drink. 
A  consistent  approach  may  raise  the  level  of  your  reward. 


Long-Term  Comparative  Performances 
OF  Various  Financial  Assets  vs  the  CPI 

0%  

g    Average  Annual  Compound 
Rale  of  Return 


investment,  and  invest  con- 
sistently at  your  own  rate. 
This  approach  allows  you 
to  buy  more  shares  when 
the  price  is  down,  and 
fewer  when  it  goes  up. 

A  Merrill  Lynch  Financial 
(  onsultant  will  work  with 
>  ou  to  assess  your  financial 
needs  and  help  ensure  that 
your  investment  strategies  are 
in  line  with  your  goals. 
Whether  you're  looking  to 
save  for  retirement  or  your 
children's  education,  let  us  supply  you  with  more 
information. 

Call  1-800-637-7455,  ext.  2942 

For  a  brochure  and  prospectus  on  the  Merrill  Lynch 
Fundamental  Growth  Fund,  Inc.,  call  or  send  the  coupon  to: 
Merrill  Lynch  Response  Center,  P.O.  Box  30200, 
New  Brunswick,  N,l  08989-0200 


Name; 


Cilv; 


-Address: 


-State: 


Zip: 


mmii  Hi  mmm 
mumu  m 


mmsm  taaim 


Hcime 
Phone: 


Business 
-  Phone:  _ 


Merrill  Lynch  clients,  please  give  the  name  and  location  of  your  Financial  Consultant: 


2943 


Merrill  Lynch 

A  tradition  of  trust. 


=  chart  represents  past  performance  and  should  not  he  considered  indicative  of  future  results.  There  is  no  assurance  that  equity  securities  will  continue  to  outperform 
er  asset  classes  on  a  long-term  basis,  nor  is  there  any  assurance  that  the  return  of  growth  stocks  will  match  that  of  popular  market  averages.  Equities  are  more  volatile 
ian  other  asset  classes.  Growlh  stocks  are  more  volatile  than  general  equity  securities.  For  more  complete  information,  including  all  charges  and  expenses,  request  a 
prospectus.  Read  it  carefully  before  you  invest  or  send  money.  Systematic  investing  does  not  assure  profit  and  does  not  protect  against  loss  in  declining  markets. 
)92  Merrill  Lynch,  Pierce,  Fenner  &  Smith  Inc.  Member  SIPC. 
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BANKING  I 


FIEET'S  SHIP 
COMES  IN 


Its  Bank  of  New  England  unit 
has  earned  fat  profits  fast 


To  buyers,  the  Bank  of  New  En- 
gland had  all  the  allure  of  a  toxic- 
waste  dump.  The  nation's  third- 
largest  bank  failure,  BNE  collapsed  in 
January,  1991,  after  losing  $600  million 
over  the  previous  two  years.  With  the 
region's  economy  in  free-fall,  busted 
companies  and  vacant  real  estate  had 
buried  the  bank  in  bum  loans.  The 
chance  of  ever  making  money  from  Bos- 
ton's BNE  seemed  laughable. 

In  a  federal  auction  for  BNE,  Provi- 
dence's Fleet  Financial  Group  Inc., 
which  submitted  the  top  bid  of  $625  mil- 
lion, had  only  two  rivals:  Bank  of  Ameri- 
ca and  Bank  of  Boston  Corp.  "If  every- 
one knew  then  what  we  know  now,  there 
would  have  been  50  bidders,"  says  an 
ebullient  Terrence  Murrav,  chairman  of 
Fleet. 

He  may  be  right.  Little  more  than  a 
year  later,  BNE  is  generating  healthier 
profits  than  many  people  had  thought 
possible.  Following  the  BNE  acquisition. 
Fleet's  earnings  exploded  (chart).  On 
Oct.  21,  Fleet  reported  third-quarter 
earnings  of  $72  million,  with  $31  million 
coming  from  former  BNE  banks  located 
in  Massachusetts  and  Connecticut.  Fleet 
now  forecasts  that  BNE  will  contribute 
as  much  as  $200  million  in  profits  in 
1993.  Even  better,  the  BNE  purchase  has 
made  Fleet  the  largest  bank  in  New  En- 
gland, with  $45  billion  in  assets,  up  from 
No.  4. 

FDIC  MOP-UP.  True.  Fleet  has  had  some 
help.  The  banking  industry  is  bouncing 
back  nationwide,  by  exploiting  the 
spread  between  the  extremely  low  inter- 
est it  now  pays  out  for  deposits  and  the 
higher-yielding  Treasuries  i:  has  been  in- 
vesting in.  Fleet  has  also  b(_ m.'fited  from 
the  extraordinarily  generous  terms  al- 
lowed by  the  Federal  Deposit  Insurance 
Corp.  in  the  BNE  sale.  Citing  ihe  huge 
size  of  the  failure,  the  FDIC  absorbed  all 
losses  related  to  BNE's  sour  loans,  set  up 
a  special  "bad  bank"  separate  ''rom 
Fleet  to  hold  these  loans,  and  paid  i  I'  ct 
to  liquidate  them.  Insulated  from  l'!.' 
lousy  loans.  Fleet  had  little  trouble  ab 
sorbing  BNE's  remaining  assets.  "The  re- 
sults are  nothing  less  than  spectacular," 
says  Jeffrey  L.  Cohn,  a  banking  ana- 


lyst at  Boston's  H.  C.  Wainwright  &  Co. 

The  real  key  to  Fleet's  success, 
though,  was  cutting  costs  quickly — not 
an  easy  task  at  a  monster  such  as  BNE, 
New  England's  No.  2  bank  before  it 
failed.  Up  till  then,  BNE  had  amassed  $32 
billion  in  assets  by  acquiring  41  banks 
over  10  years.  It  boasted  New  England's 
largest  retail  branch  network  and  a 
huge  share  of  the  region's  business 
loans.  But  it  also  had  a  confusing  mish- 
mash of  back-office  computer  systems. 

Fleet  consolidated  the  computer  sys- 
tems, including  BNE's  six  computerized 
deposit  systems,  which  are  now  one. 
What's  more,  it  closed  one-quarter  of 
BNE's  323  branches.  And  Fleet  fired  al- 
most half  of  the  bank's  11,000  employ- 
ees. As  a  result,  there  has  been  a  $350 
million  reduction  over  15  months  in 
BNE's  $775  million  in  overhead  costs. 

Murray's  previous  ex- 
perience in  folding  oper- 
ations together  has 
come  in  handy.  His 
dress  rehearsal  was  in 
1987,  when  he  acquired 
Norstar  Bancorp  in  Al- 
bany, N.  Y.,  a  bank 
nearly  as  big  as  Fleet  at 
the  time.  Murray,  a 
stocky  Harvard  Univer- 
■;ity  graduate  brought 
up  in  a  mill  town  near 
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LIVING  UP  TO 
ITS  NAME 


A  MILLIONS  Of  DOLURS 


Providence,  has  shown 
deft  touch  at  making  regior 
al  expansion  work.  After 
spate  of  other  acquisitions 
Fleet  now  has  banks  in  fiv 
New  England  states,  plu 
New  York.  He  was  amon; 
the  first  to  centralize  certai 
back-office  functions,  sue 
as  cash-management  sys 
tems.  He  also  successfull 
diversified  Fleet  into  noi 
l)anking  operations,  inclu( 
ing   the   country's  secon( 
largest  mortgage-servicin 
company  and  a  large  st 
dent-loan-processing  unit. 
UPROAR.  All  of  this  has  bee 
good  news  to  Fleet's  shar 
holders,  most  notably  Kol 
berg  Kravis  Roberts  &  Cc 
the  New  York  investmei 
firm  that  put  up  $283  millic 
to  back  Fleet's  bid  in  retui 
for  a  127"  stake.  KKR  hasr 
cashed  in  its  profit  yet,  b 
there's  bound  to  be  plent 
On  paper,  KKR  has  near 
doubled  its  money. 

Not  everyone  was  so  f( 
tunate.  Many  of  BNE's  f( 
mer  borrowers,  for  examp 
had  a  real  hassle.  Althouj 
current  on  their  loans,  th 
ended  up  dumped  into  the  FDIC-creat( 
Fleet-managed  bad  bank,  recoll  Mi 
agement  Corp.,  because  the  value 
their  collateral  had  fallen  below  the  lo 
amount.  Fleet's  attempts  to  call  the 
loans  triggered  an  uproar,  so  it  back 
off  and  now  is  trying  to  restructure 
stead  of  liquidate  many  of  the  loans. 

Fleet  has  other  problems  unrelated 
BNE.  Nonperforming  loans  are  not 
dining  as  fast  as  those  of  its  comp( 
tors.  Nonperformers  fell  by  67'  in  1 
third  quarter,  to  $1.4  billion,  but 
neighboring  Shawmut  Bank  they  fell 
207',  and  at  Bank  of  Boston  by  11 
Fleet  is  planning  a  quick  fix:  selling  $.|;- 
million  in  rotten  loans  over  the  next 
months  to  investors. 

If  Murray  pulls  that  off.  Fleet 
have  even  greater  financial  flexibilitj 
buy  into  new  markets.  "We  wantj 
broad  base  of  pre 
centers,"  he  says.  Hd 
eyeing  bank  purchaj 
in  the  Midwest  or 
Mid-Atlantic  regiB 
where  he  sees  bet| 
prospects  than  in 
home  area.  With  k 
they'll  be  less  of  a  clj 
lenge  than  Bank 
New  England. 

By  Geoffrey  Snni: 
Boston 


DATA.  COMPANY  REPORTS,  H,  C.  WAINWRICHI S  CO. 


anasonic  presents  the 
KX-T9000.  Advanced  900  MHz 
technology  offers  a  new  dimen- 
sion in  cordless  communication 
-  incredibly  clear  sound  at 
longer  distances. 

The  new  Panasonic  wireless 
phone  operates  on  900  MHz,  an 
ultra  high  frequency  band  recently 
approved  by  the  FCC.  So  it  doesn't 
have  to  share  radio  channels  with 
ordinary  46/49  MHz  cordless 
phones  and  other  radio-controlled 
devices,  such  as  garage  door  open- 
ers and  baby  monitors.  The  result- 
our  phone  delivers  amazingly  clear 
sound  over  an  extended  range. 

The  Panasonic  KX-T9000  has 
30-channel  automatic  scanning  to 
find  the  clearest  channel  as  soon 
as  you  open  the  folding  portable 
handset. 

And  our  new  wireless  phone  is 
also  the  only 
900  MHz  cord- 
less phone 
with  Sound 

Charger™  technology  It's  a  sophis- 
ticated noise  reduction  system  that 
uses  compression  and  expansion 
technology  to  simultaneously  filter 
out  background  noise  while  ampli- 
fying the  caller's  voice. 

So  if  you  want  a  phone  with  sophis- 
ticated technology  that's  light 
years  ahead,  get  the  new 
Panasonic  wireless.  It's  bring- 
ing communications  technology 
to  a  higher  level. 


Panasonic* 

just  slightly  ahead  of  our  time.® 


BY  GENE  G  MARCIAL 


PLANNING  FOR 
THE  AFTER-POSNER 
PARrr  

Victor  Posner  is  so  disliked  h\ 
Wall  Street  that  he  has  turned 
investors  off  to  the  asset-rich 
conglomerate  he  controls.  Institutional 
investors  have  chosen  to  ignore  the 
company  even  with  the  controversial 
Miami  financier  on  the  way  out  as 
chairman  and  CEO.  But  some  smart- 
money  investors  have  started  buying 
in  despite  the  complexity  of  a  court- 
ordered  settlement  designed  to  force 
out  Posner.  who  has  a  46.2^^f  stake  in 
DWG.  These  pros  argue  that  with 
Posner's  impending  ouster,  the  stock, 
which  has  edged  up  from  8  a  share  in 
mid-June  to  11.  could  be  woith  20  to  25. 

That  value  is  based  on  the  compa- 
ny's underlying  assets,  says  Mike  Con- 
nor, investment  strategist  at  Fahnes- 
tock.  He  assumes  that  a  post-Posner 
management  will  either  sell  off  ceitain 
assets  or  manage  them  effectively  for 
the  benefit  of  shareholders,  dwg's 
businesses  include  Arby"s.  which  oper- 
ates and  franchises  a  total  of  2,500  res- 
taurants; soft-drink  maker  Royal 
Crown  Cola:  and  National  Propane,  a 
distributor  of  liquefied  petroleum  gas 
in  19  states,  primarily  in  the  West. 

The  change  in  management,  says 
Connor,  could  bring  about  a  rapid  im- 
provement in  dwg's  financial  perfor- 
mance and  clear  the  way  for  realizing 
the  company's  real  worth,  dwg  has 
been  in  the  red  since  1989.  but  Posner 
has  resisted  several  buyout  offers,  ei- 
ther for  the  company  as  a  whole  or  its 
subsidiaries.  The  last  attempt  was  a 
1989  offer  by  Granada  Investments  to 
purchase  DWG  at  S22  a  share. 
EASING  OUT.  Posner  rejected  the  bid, 
and  some  shareholders  sued.  As  part 
of  a  settlement,  U.  S.  District  Judge 
Thomas  Lambros  in  Cleveland  appoint- 
ed three  outsidere  to  the  board.  After 
more  than  a  year  of  trying  to  correct 
alleged  coi-porate  mismanagement  and 
wrongdoing  by  Posner,  the  board,  with 
the  court's  support,  designed  a  plan  to 
force  hin\  to  relinquish  contm!. 

Pait  of  the  deal  is  for  Posner  to  sell 
half  of  his  stake  to  a  New  York  inves- 
tor group  led  by  Nelson  Peltz  and  Pe- 
t^r  May  at  S12  a  share.  The  rest  of 
Posner's  stake  is  to  be  converted  into 
nonvoting  preferred  shares,  convertible 
into  common  stock  at  $14.40  a  share. 
Posner  will  then  relinquish  his  posts 


wF^  DWG:  OUT  FROM 
^     UNDER  A  CLOUD 


DAU:  BlilDGE  IKFOilMION  STSHMS  IKC 


of  chairman,  CEO,  and  director.  Share- 
holders and  the  court  have  yet  to  rat- 
ify the  settlement,  and  Judge  Lambros 
is  scheduled  to  hold  a  hearing  on 
Nov.  17. 

If  for  any  reason  the  court  rejects 
the  proposed  settlement,  two  other  in- 
vestor groups  are  eagerly  waiting  in 
the  wings  to  propose  theii-  own  take- 
over of  DWG,  says  a  New  York  invest- 
ment manager.  One  group  is  led  by 
money  manager  Mike  Steinhardt,  who 
owns  about  4''  of  EtWG's  stock. 


BIRTCHER  IS  FEELING 
BETTER,  THANKS 


Ei 


Iven  the  most  bullish  health-care 
investor's  have  just  about  given 
I  up  on  Birtcher  Medical  Systems. 
After  all.  its  stock  has  collapsed  from 
20  a  share  at  the  beginning  of  the  year 
to  6%.  But  some  pros  are  taking  the 
opposite  stance  by  snapping  up 
Birtcher  shares.  They  argue  that  the 
reason  behind  the  stock's  gigantic  de- 
cline has  just  been  resolved. 

On  Oct.  19,  Pfizer  dropped  its  law- 
suit against  Birtcher  that  challenged 
the  validity  of  Birtcher's  patent  on  its 
Argon  Beam  coagulator  device,  used  in 
laparoscopic  surgery.  The  suit,  filed  in 
March,  was  the  main  cause  for  the 
sharp  drop  in  Birtcher's  stock,  say 
these  pros.  Pfizer's  Valleylab  subsid- 
ian,-  has  held  a  patent  for  a  gas  coagu- 
lation de\ice  since  1977. 

Pfizer  agreed  to  drop  its  lawsuit  in 
return  for  a  licensing  pact  to  sell 
Birtcher's  coagulation  technology  .  Val- 
leylab will  pay  Birtcher  a  onetime  fee 
of  S2.5  million,  plus  a  5^-^  royalty  on 
sales  of  its  gas  coagulation  device  over 


the  life  of  Birtcher's  patent,  which  ex- 
pires in  2005. 

That  settlement  failed  to  attract  in- 
vestor attention,  and  the  stock  hardly 
budged.  But  Evan  Sturza,  editor  of 
Sturza's  Medical  Investment  Letter,' 
believes  that  once  the  Street  wakes  up 
to  the  settlement,  Birtcher's  stock  will 
zoom.  'Tf  the  Pfizer  suit  maimed 
Birtcher's  stock,  shouldn't  a  highly  fa- 
vorable settlement  push  the  stock  high- 
er'?" asks  Sturza.  Current  earnings  es- 
timates for  1993  of  40c  a  share  are  too 
low,  he  says.  Sturza  expects  earnings 
to  jump  to  55c  this  year.  70C  next  year, 
and  93c  in  1994.  His  target  for  the 
stock:  12  in  six  months. 


SHORTING 
THE  SHEETS 


After  a  summer  lull,  La  Quinti 
Motor  Inns  appears  to  be  on  the 
upward  trek  again.  Its  stocl 
has  risen  to  19  a  share  from.  15  in  mid 
July.  But  don't  bet  on  La  Quinta  stay 
ing  on  the  high  road,  say  some  inves 
tors  who  have  started  shorting  thi 
stock.  They  warn  that  it  could  tumbl 
to  as  low  as  10.  Here's  why: 

La  Quinta,  owner  and  operator  of 
chain  of  200  inns  located  in  29  states, 
at  best  '"a  chancy  bet,"  says  a  Califor 
nia  fund  manager,  because  of  the  cu 
rent  pro.xy  fight  being  waged  by  a  di; 
sident  group  at  La  Quinta  Motor  Inn 
LP,  a  publicly  traded  limited  partnei 
ship  that  owns  31  La  Quinta  Inns  an 
20  restaurants  in  15  states.  These 
motels  are  among  those  that  La  Quint 
Motor  Inns  manages.  And  they  are  " 
big  deal"  for  the  latter 's  bottom  line. 
Last  year.  La  Quinta  partnershi] 
owned  motels  accounted  for  "about  $ 
million  of  the  S6  million  earned  by  1 
Quinta  Motor  Inns,"  says  the  editor 
the  Overpriced  Stock  Semce  newsle 
ter,  who  uses  the  name  Ursa  Majo 
The  dissident  group,  led  by  Ronin  Par 
ners,  believes  that  the  La  Quinta  par 
nership  is  pa\ing  La  Quinta  Mot( 
Inns  "far  too  much  money"  for  rui 
ning  its  motels,  explains  Major.  So  tl 
dissidents  want  to  liquidate  the  par 
nership  and  sell  the  properties.  If 
does.  La  Quinta  Motor  Inns'  eamin 
will  almost  disappear,  says  Major. 

"Without  the  income  from  the  pai 
nership,  we  think  LQM  can  sell  down 
its  book  value  of  9  to  10  a  share,"  sa3 
Major.  He  figures  there's  little  risk 
shorting  the  stock.  Even  if  the  dis: 
dents  lose  the  proxy  battle,  he  say 
"we  don't  see  this  stock  trading  abo 
its  12-month  high  of  19." 
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loRTI^EHUNGRYTdsUCCEED, 
NOWBEINGSERVED. 


— "Nn^flW^PSs  the  U.  S.,  you  can  enjoy  our  completely 
redesigned  First  Class.  . 

With  lighter,  more  contemporary  cuisine,  and  a  host 
of  such  stylish  amenities  as  cappuccino,  new  electronic 
headsets,  and  hotrefresher  towels. 

And,  to  make  your  trip  more  productive,  enjoy  sepa- 
rate check-in,  personal  seat  telephones,  and  priority 
baggage  delivery. 

United's  new  First  Class.  It's  betterforyou,  better  for 
business.  It's  truly  first  class. 
,   Come  fly  the  airline  that's  uniting  the  world.  Come 
fly  die  friendly  skies.  And  enjoy  the  ^led  prawns 
widi  cilantro-papaya  salsa. 

#^UnrrED  AIRUHGS 


INDIANAPOLIS      IXTAPA      KANSAS  CITY      KAUAI      KYOTO     LOS  ANGELES     MANILA      MANZANILLO     MAUI      MAZATLAN  ..  MEXICO  CITY      MONTERREY     NEW  ORLEANS  • 


Some  of  our  Quests 

like  tlie  idea  or  a  mouse 
in  tlieir  room. 


Now  any  room  at 
Westin  can  be  turned 
into  a  custom-tailored 
office^^^^  Just  tell  us 
what  you  need.  We'll 
do  whatever  it  takes  to 
make  it  easier  for  you 


to  get  some  work  done  while  you're  on  the  road.  After  all,  giving  you 


>usmess 


Phone  \  competitive  edge  makes  us  a  better 

ahead  for  a  \ 
computer,  cellular 
phone,  fax  machine 

or  whatever  eLe  you       hotel.  That's  the  difference  between  staymg  at 

need.  It'll  be  reat^y 
for  delivery  to  your 

room  when  you  /  .  .  i  •  i 

a  Westin,  or  just  squeakmg  by  For  reser- 


In-Room 

Westin. 

vatlons,  call  your  travel  consultant  or  (800)  228-3000.       hotels resorts 

 ^ 

Helping  you 
along  inc  ua>. 

WINNIPEG     WASHINGTON.  D  C      VITORIA     VANCOUVKR     VAIL     TULSA     TUCSON     TORONTO     TOKYO      i  lKAL     TAIWAN     SINGAPORE     SHANGHAI     SECJUL  SEATTLE 


evelopments  to  Watc 


;D  by  OTIS  PORT 

AR  OF  SIBERIA, 
AR  OF  NIGHT... 


There  may  be  a  new 
star  in  the  sky  this 
Christmas.  In  early  De- 
cember, Russian  scien- 
tists hope  to  unfurl  a 
65-foot-wide  "umbrella" 
250  miles  up  to  reflect 
sunlight  to  earth  and 
turn  ni^ht  into  dawn. 

The  Space  Regata 
Consortium,  a  group  of 
15  state-owned  enter- 
prises in  Russia,  has 
been  developing  the  um- 
brella since  1989. 
irthern  Siberia  needs  artificial  light,  especially  during  polar 
its,"  which  last  20  hours  or  so,  says  Vladimir  S.  Syromyat- 
•V,  the  consortium's  technical  director.  If  the  December 
works,  umbrel'as  parked  in  higher  orbits  could  each  pro- 
'  a  predawn  level  of  illumination  for  a  city.  The  savings  in 
licipal  lighting  would  probably  pay  for  the  umbrella  in  a 
months.  Ultimately,  says  Syromyatnikov,  hundreds  of  so- 
reflectors  might  ring  the  earth,  with  some  available  for 
rgencies — for  instance,  to  light  the  way  for  relief  workers 
he  wake  of  earthquakes  or  other  disasters. 


UTION,  THAT  BLIP  ON  THE  SCREEN 
A  TAXI  SIOWING  DOWN 


ome  20  Israeli  police  cars  will  soon  be  outfitted  with  a  new 
laser-based  radar  system,  called  Controlaser,  that  should 
:e  driving  safer.  The  system  displays  the  distance  to  the 
icle  in  front,  its  speed,  and  the  collision  time  in  seconds  if 
;  vehicle  is  going  slower  or  approaching. 
■  this  sounds  expensive,  it  isn't  outrageously  so.  When 
trolaser  hits  the  consumer  market  next  year,  first  in  Ger- 
ly,  it  will  sell  for  about  $600,  including  installation.  "We've 
1  able  to  drastically  reduce  the  price  of  this  technology," 
its  Avner  Shur,  founder  of  Silicon  Valley  Ltd.,  a  Haifa 
tup  that  has  spent  more  than  $1  million  of  government  and 
ate  money  on  the  system.  A  similar  collision-warning  sys- 
from  San  Diego's  Vorad  Safety  Systems  Inc.  costs  more 
1  triple  what  the  Israeli  unit  does.  Israel's  Ministry  of 
ie  &  Industry  invested  in  the  technology  to  help  cut  the 
itry's  high  accident  rate.  Studies  indicate  that  with  an 
a  half-second  of  warning,  drivers  could  avoid  607f  of  rear- 
crashes  and  30%  of  head-on  collisions. 


■SCRAMBLING  GENETIC  CODES: 
PROGRESS  REPORT 


fter  years  of  sleuthing,  scientists  are  zeroing  in  on  the 
i  gene  that  causes  Huntington's  disease,  an  inherited  brain 
rder  that  leads  to  involuntary  jerking  movements,  memory 

and  death.  In  fact,  rival  researchers  report  two  promising 
)veries  in  the  November  issue  of  Nature  Genetics.  A 
>  led  by  James  F.  Gusella  of  Massachusetts  General  Hospi- 
•3  betting  on  a  gene  on  chromosome  4  that  "codes"  for  a 
3in  crucial  to  the  inner  structure  of  cells.  Michael  R. 
ien  and  colleagues  at  the  University  of  British  Columbia 


have  linked  the  disease  in  one  patient  to  a  rearrangement  of 
the  normal  sequence  of  a  nearby  gene.  Proving  either  theory 
would  be  a  major  step  forward. 

Meanwhile,  other  scientists  are  moving  briskly  to  identify 
the  functions  of  all  50,000  to  100,000  human  genes.  In  the  Oct. 
29  Nature,  French  geneticists  said  they  have  constructed  a 
relatively  detailed  map  of  human  DNA.  It  provides  chromosome 
signposts  that  make  it  easier  to  find  specific  genes.  The  new 
map,  researchers  say,  means  the  Human  Genome  Project,  as 
the  gene-discovery  effort  is  called,  is  ahead  of  schedule.  Some 
now  predict  that  all  human  genes  will  be  decoded  by  1999. 


TWO  MORE  TELLTALE  SIGNS 
OF  COLD  FUSION 


The  circle  of  evidence  suggesting  that  cold  fusion  may  be 
real  after  all  has  closed  a  little  tighter.  At  the  Third 
International  Conference  on  Cold  Fusion,  held  in  late  October 
in  Nagoya,  Japan,  both  Nippon  Telegraph  &  Telephone  Corp. 
(NTT)  and  India's  Bhabha  Atomic  Research  Centre  (BARO  re- 
ported that  they  had  found  the  telltale  "ash"  of  nuclear  reac- 
tions in  cold-fusion  experiments. 

NTT  found  helium-4  in  all  five  of  its  latest  experiments,  while 
BARC  detected  tritium  in  more  than  a  dozen  heat-generating 
experiments  it  has  run  since  January.  Both  helium-4  and  triti- 
um are  rare  in  nature,  and  nuclear  fusion  is  virtually  the  only 
explanation  for  amounts  of  these  elements  above  the  so-called 
background  level. 

NTT's  results  are  perhaps  the  most  persuasive,  because  the 
tests  conducted  under  the  direction  of  Eiichi  Yamaguchi,  an 
NTT  senior  scientist,  were  done  in  a  vacuum  chamber.  Contami- 
nation from  natural  helium-4  is  thus  unlikely.  Still,  because 
some  previous  reports  of  helium-4  byproducts  were  traced  to 
contamination,  scientists  are  reserving  judgment  until  NTT's 
experiments  are  replicated  by  other  labs. 


GOING  AFTER  THE  METHANE 
LOCKED  UP  IN  LIMESTONE 


Talk  about  taking  the 
long  view:  Research- 
ers at  the  Tokyo  Insti- 
tute of  Technology  are 
looking  toward  the  day, 
perhaps  a  century  from 
now,  when  cheap  fossil 
fuels  will  be  depleted. 
What  will  industry  burn 
then?  If  cold  fusion 
doesn't  pan  out,  would 
you  believe  limestone? 

Not  limestone  exact- 
ly— but  methane  from  it. 
A  team  of  chemists  led 
by  Tadayoshi  Sakata  is  using  catalysts  to  more  efficiently 
coax  methane  ingredients  from  calcium  carbonate,  or  lime- 
stone, which  harbors  roughly  99'^  of  all  the  carbon  locked  up 
in  the  earth.  Liberating  this  carbon  is  already  possible,  yet  the 
process  requires  about  as  much  energy  as  it  produces.  Scien- 
tists in  Australia  are  also  experimenting  with  better  tech- 
niques, but  Sakata's  team  believes  it  has  the  best  one  yet:  It 
uses  a  nickel  catalyst  to  trigger  a  reaction  between  hydrogen 
gas  and  limestone  heated  to  about  670F.  This  yields  3  cubic 
centimeters  of  methane  per  hour  from  each  ounce  of  lime- 
stone— and  the  methane  output  can  be  boosted  by  mixing  in 
small  amounts  of  other  carbonates,  such  as  cobalt  carbonate. 
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SYNAPTIC  CEO  MULLINIX  GOT  $12  MILLION  FROM  LILLY  TO  DEVELOP  SEROTONIN  TREATMENTS 


RACING  TO  UNLOCK 

THE  SECRETS  OF  SEROTONIN 


Drugmakers  look  to  base  an  array  of  drugs  on  the  brain  chemical 


Schizophrenia  is  formidal")le— as  are 
(IruKS  tliat  treat  it.  They  cause  an 
excessive  drop  in  the  chemical 
dopamine,  a  key  to  muscle  movement, 
leading  to  such  side  effects  as  tremors 
and  stiffness.  But  schizophrenics  may 
soon  stop  getting  the  bad  with  the  good. 
Janssen  Pharniaceutica  Inc.,  a  unit  of 
Johnson  &  Johnson,  is  seeking  Food  & 
Drug  Administration  approval  of  a  drug 
called  risperidone  that  avoids  side  ef- 
fects. "It's  a  superl)  agent."  says  Dr. 
Richard  L.  Borisnn. 
chairman  of  p.sychiatry 
at  the  Medical  College  of 
Georgia  in  Augusta. 

Risperidone  is  also  a 
sign  of  the  huge  poten- 
tial from  research  into  a 
brain  chemical  called  se- 
rotonin. Serotonin  acts  as 
a  messenger,  switching 
nerve  cells  on  and  off, 
and  in  so  doing  provokes 
subtle  changes  that  mod- 
ulate mood  and  liehavior. 
Imbalances  of  the  chemi- 
cal may  cause  such  psy- 
chiatric ills  as  anxiety. 


depression,  addiction,  and  schizoi)hrenia. 
The  chemical  is  implicated,  too,  in  mi- 
graine headaches  and  nausea.  Cures  for 
those  represent  markets  worth  Idllions, 
so  l)ig  drug  houses  such  as  Glaxo.  Eli 
Lilly,  Merck,  and  Marion  Merrell  Dow 
are  on  the  case.  "Serotonin  is  one  of  the 
most  fertile  grounds  for  drug  develop- 
ment," says  Paul  R.  Hartig,  vice-presi- 
dent for  research  at  Synaptic  Pharma- 
ceutical Corp..  a  drug  startuji  in 
Paramus,  X.  J. 


SEROTONIN:  A  LINK  TO  MANY  CURES 


|.  Serotonin,  a  natural 
^.>substance  found  in  the 
^  body,  plays  a  role  in  a 
V4<c{e  range  of  maladies. 
R^^qrchers  have  cloned 
at  leblt;  1 0  receptors- 
cellutoedocking  sites— 
for  serotonin,  which  are 
helping  them  design  a 
new  generation  of 
superdrugs 


Companies  such  as: 


GLAXO 
MERCK 
Ell  IILIY 

SMiTHKLINE  BEECHAM' 


Are  working  on  drugs  to  treat: 


MIGRAINE  HEADACHES 

CARDIOVASCULAR  DISEASE 


CHEM0THERAP1HN0UCED  NAUSEA  ANXIETY 


OBSESSiVKOMPULSIVE 
DISORDERS 


Some  of  serotonin's  promise  alreadj 
has  been  tapped.  Prozac,  the  $1  billio 
drug  developed  by  Eli  Lilly  &  Co.,  coir 
bats  depression  by  increasing  levels  c 
the  chemical  in  the  brain.  It  does  this  b 
slowing  the  removal  of  serotonin  fror 
synapses,  the  junction  between  nerv 
cells.  But  the  future  of  such  researc 
may  lie  in  an  approach  taken  by  Glax 
Group  Research  Ltd.  to  develop  tw 
other  drugs.  One,  introduced  in  199( 
prevents  vomiting  in  chemotherapy  p; 
tients.  Another,  now  awaiting  FDA  a] 
proval,  treats  migraines.  Rather  tha 
simply  increasing  serotonin  levels,  i 
Prozac  does,  these  drugs  mimic  the  spi 
cific  effects  serotonin  has  on  cells. 
LOCKS  AND  KEYS.  It  turns  out  that  ser 
tonin  is  involved  in  so  many  ailmen 
because  there's  a  network  of  slight 
different  receptors— the  proteins  th; 
act  as  docking  sites  for  the  chemical 
cells— all  over  the  body.  Whether  ser 
tonin  causes  blood  vessels  to  constrict 
directs  release  of  a  mood-altering  cor 
pound  depends  on  which  receptor 
l:)inds  to.  For  example,  Dr.  Bryan 
Roth,  an  associate  professor  at  Ca: 
Western  Reserve  University  School 
Medicine  in  Cleveland,  says  that  one 
ceptor— called  5-HTlC— is  found  in  tv 
regions  of  the  lirain  that  are  thought 
be  involved  in  ob.sessive-compulsive  d: 
orders,  schizophrenia,  and  manic  depr( 
sion.  A  drug  that  l)inds  only  to  this 
ceptor  could  have  great  potential 
treating  these  i)roblems,  he  says. 

New  insights  are  being  gained  in 
serotonin,  which  was  identified  in  19^. 
liecause  of  lireakthroughs  in  molecul 
l)iology.  These  technitjues  let  researche 
pinpoint  genes  that  control  the  prodi 
tion  of  .serotonin  receptors.  Using  the 
genes,  they  can  churn  out  copies  of  t 
proteins  and  study  their  structure.  Th 
then  try  to  design  drugs  that  bind  tig! 
ly  to  the  receptor— as  a  key  fits  a  loci 
and  l)lock  or  enhance  its  effect.  Soi 
1-3  serotonin  receptors  have  now  be 
cloned— three  times  the  number  just  t' 
years  ago.  "It's  this  al 
ity  to  jHill  out  recepto 
study  them,  then  desi 
drugs  to  fit  each 
that  has  people  excite 
says  Hartig. 

Researchers  at  St; 
ford  University,  Mc( 
University  in  Montrt 
the  Universitj'  of  Wa 
ington,  and  elsewhf 
are  trying  to  decipl 
what  these  proteins 
In  September,  some  ■ 
scientists  met  in  Ho 
ton  to  discuss  such  qu 
tions.  More  scientific 


f 


JANSSEN  PHARMACEUTICA 
MARION  MERREU  DOW 
SYNAPTIC  PHARMACEUTICAL 


SCHIZOPHRENIA 
DEPRESSION 


ADDICnON 
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The  HP  95LX. 

PC  Power.  Organizer  Price. 
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It  looks  like  an  organizer.  It's  the 
same  size.  It's  even  about  the  same 
price.  But  the  HP  95LX  palmtop 
PC  gives  you  so  much  more  than 
any  organizer 

You  can  use  the  HP  95LX  just  as 
you  would  your  PC.  All  the  fea- 
tures you  need  are  built  right  in. 
MS-DOS;  Lotus"  1-2-3'  and  a 
financial  calculator  And  the  512K 
RAM  version  of  the  HP  9oLX  has 
enougli  power  to  let  you  store  and 
retrieve  large  amoiuit,s  of  data.  You 
can  copy  files  from  your  desktop 
computer  riglit  into  your  i)almtop. 
There's  even  a  plug-in  slot  to  let 
you  add  optional  PC  applications 
or  memory. 


When  you  need  to  get  organized, 
the  HP  95LX  does  that,  too.  It 
comes  with  an  ai)pointment  book, 
phone  book  and  memo  editor  But 
why  just  get  organized  when  you 
can  get  PC  power? 

To  find  out  about  the  HP  95LX, 
see  your  HP  retiviler  T(j  find  your 
retailer,  call  8()()-443-1254,  Dept. 
29  in  the  U.S.  Or  800-387-3867 
in  Canada. 

Be  sure  to  ask  your  retailer  about 
the  iww  low  price. 


HEWLETT 
PACKARD 
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nformation  Processin 


TELECOMMUNICATIONS  I 


IT'S  THE  ELEPHANT  AGAINST  THE  RATS' 
FOR  JAPAN'S  PHONE  BUSINESS 

The  government  is  letting  pesky  newcomers  gnaw  away  at  giant  NTT 


asashi  Kojinia's  office  is 
1  sparsely  decorated,  but 
Ithe  61-year-old  president 
of  giant  Nippon  Telegraph  & 
Telephone  Corp.  does  treasure 
one  memento.  It's  an  auto- 
graphed photo  of  adventure  nov- 
elist Tom  Clancy,  pictured  in 
combat  fatigues  against  a 
bombed-out  cityscape.  Clancy, 
says  Kojima,  is  a  close  friend. 

Unfortunately  for  Kojima,  his 
own  battles  don't  much  resemble 
those  of  Clancy's  hero.  Jack 
Ryan.  While  Ryan  foils  every 
nemesis  from  the  Red  Navy  to 
Irish  terrorists,  Kojima  is  stale- 
mated by  an  even  more  implaca- 
ble opponent:  the  Japanese  bu- 
reaucrat. And  while  Jack  Ryan  is 
always  the  good  guy,  it's  harder 
to  sort  out  right  from  wrong  in 
the  contest  over  the  fate  of  XTT. 

It's  no  secret  that  XTT  is 
locked  in  mortal  struggle  with 
the  Posts  &  Telecommunications  Minis- 
try, which  once  had  the  government- 
owned  phone  company  under  its  wing. 
That  changed  in  1!)8.5  when  NTT  was  set 
u})  as  a  separate  company  and  the  Fi- 
nance Ministry  announced  plans  to  sell 
NTT  shares  to  the  public.  With  NTT  mov- 
ing toward  independence,  the  postal  min- 
istry pushed  to  modernize  the  phone  ser- 
vice by  introducing  American-style 
competition.  Its  goal  was  to  break  up 
NTT  in  much  the  wav  that  American 


NTT  PRESIDENT 
KOJIMA  SATS 
HIS  HANDS  ARE 
TIED  BT  THE 
POSTAL 
MINISTRT 


tl 


Telephone  &  Telegraph  Co.  was  broken 
up  in  1984.  In  1990,  under  pressure  from 
NTT's  unions  and  equipment  suppliers, 
the  ministry  agreed  not  to  seek  a  break- 
up before  1995  and  has  been  silent  on 
the  issue  since. 

Meanwhile,  Kojima  lingers  in  an  un- 
comfortable limbo.  The  ministry  has  al- 
ready opened  the  lucrative  long-distance 
market  to  rivals,  forcing  NTT  to  lower  its 
prices.  But  NTf  still  has  huge  expenses, 
including  running  the  world's  biggest  lo- 


cal phone  network  from  its  T 
kyo  control  center.  And  the  po: 
al  ministry  hasn't  yet  let  N' 
compensate  for  its  lost  long-di 
tance  revenue  by  raising 
price  of  local  phone  servic^ 
which  is  among  the  cheapest 
the  world  (charts). 

So  NTT's  profits  are  falling.  I: 
market  value — once  $350  billio 
greater  than  that  of  IBM,  Gener 
Motors,  General  Electric,  AT* 
and  Exxon  combined — has  tui 
bled  more  than  807'  from 
peak  in  1987.  Says  Kojima: 
this  were  an  ordinary  compan 
I'd  have  been  forced  to  resign 
now."  He's  still  in  office,  Kojir 
says,  because  people  understa: 
that  his  hands  are  tied.  "The 
are   constraints,"   he  says 
don't  ha\-e  lOO'v  responsibility, 
'SACRED  SPACE.'  Indeed,  no  o 
does.   While   Westerners  oft 
marvel  at  the  close  cooperati 
between  government  and  industry  in  , 
pan,  NTT's  case  is  a  counterexample.  / 
thority  over  the  phone  giant  is  vagu( 
defined,  and  when  strong  interes 
clash,  policy  gridlock  results.  "Too  ma 
decisions  are  hashed  out  behind  clos  * 
doors  by  special  advisory  panels  to  t  w 
postal  ministry,"  charges  Tsuruhi 
Nambu,  economics  professor  and  ti 
communications   expert  at  Gakush 
University  in  Tokyo. 
From  the  start,  xrr's  passage  into  P 
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...SO  IT'S  SUSHING 
lONG-DISTANCE  RATES. 
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LOCAL  CHARGES 
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ite  sector  has  been  wrenching.  Since 
)osta]  ministry  began  allowing  com- 
ion  in  1985,  more  than  1,000  telecom 
)anies  have  opened  shop.  That  in- 
is  three  aggressive  newcomers  in 
key  long-distance  market.  By  run- 
bare-bones  networks,  they've  been 
to  lure  away  NTT  customers  with 
lunts.  N'lT  has  responded  with  five 
cuts  but  can't  stop  the  defections, 
le  last  fiscal  year,  54/'  of  the  inter- 
traffic  between  Tokyo,  Nagoya,  and 
:a  went  to  the  newcomers.  Com- 
i,  the  three  startups  will  post  $4 
n  in  sales  this  year  while  showing 
IX  profits  of  $358  million.  As  for 
its  operating  income  this  year 
Id  be  just  $3.4  billion  on  a  flat  $50 
n  in  revenue — exactly  half  the  prof- 
1987  in  steady  U.  S.'  dollars. 
)jima  is  itching  to  get  NTT  moving, 
Tiany  of  his  initiatives  have 
stymied.  And  by  clinging 
e  idea  that  Japan  needs  an 
ipotent  NTT,  Kojima  is 
iming  against  a  worldwide 
toward  competitive  tele- 
Tiunications.  Echoing  the 
lings  of  AT&T's  leaders  be- 
the  Bell  System  breakup, 
ma  says  weakening  NTT 
d  cripple  what  he  calls  the 
)any's  "sacred  space" — its 
d-class  research  and  devel- 
mt  laboratories.  Moreover, 
sserts  that  the  quality  of 
n's  phone  network  would 
ne,  even  though  advocates 
he  breakup  contend  that 
aetition  produced  overall 
ovements  in  the  U.  S.  and 
lin.  Casting  around  for  role 
sis,  Kojima  lights  on  Nor- 
— a  country  with  l/30th  of 
n's  population — simply  be- 
e  Norwegian  Telecom  is  a 
run  monopoly, 
ith  NTT's  long-term  fate 
to  be  determined  by  the  postal  min- 
,  for  now  Kojima  is  focusing  on 
:s  that  are  under  his  control.  Since 
ning  president  in  1990,  he  has  con- 
d  to  cut  jobs,  which  are  down  by 
0  since  1985,  to  248,000.  NTT  has  had 
y  premium  retirement  packages  to 
•■  those  cuts,  and  analysts  say  the 
count  is  still  too  high.  But  NTT's 
rful  union  won't  swallow  faster 

NG  TOUGH.  Still,  NTT  must  keep  im- 
ag  the  Japanese  network.  It  plans 
end  $75  billion  over  the  next  four 

to  finish  converting  its  network  to 
.1  switches,  and  it  has  an  even 
ler  scheme  to  spread  optical  fiber 
?ry  home  by  the  year  2015.  To  help 
:e  it,  NTT  wants  to  collect  higher 
e  fees  from  manufacturers  depend- 
1  its  patents.  The  burden  will  fall 

"family"  of  equipment  suppliers — 


NFX,  Hitachi,  Fujitsu,  and  Oki  Electric 
Industry — who  until  now  have  paid  prac- 
tically nothing  for  work  from  NTT's 
world-class  laboratories.  And  last  month, 
N'lT  began  the  international  expansion 
that  Kojima  has  long  wanted.  In  its  first 
big  foray  outside  Japan,  the  company 
signed  a  memo  of  understanding  with 
Thai  Telephone  &  Telecom  Co.  to  co- 
design  and  build  1  million  local  telephone 
circuits  throughout  Thailand. 

Kojima  is  also  stepping  up  marketing. 
Last  month,  when  rival  Japan  Telecom 
Co.  kicked  off  long-distance  service  in 
Tottori  Prefecture  west  of  Tokyo,  scores 
of  NTT  employees  showed  up  at  the  main 
train  station  carrying  placards  and  dis- 
tributing leaflets  claiming  there  was  lit- 
tle difference  with  NTT's  rates.  Competi- 
tors also  say  that  some  NIT  network 
managers  tip  off  their  sales  staff  when 


system,  where  all  long-distance  opera- 
tions— including  NTT's  own — will  pay  for 
usage  of  NTT's  monopoly  local-phone  net- 
work. Sometime  before  that,  a  rate  in- 
crease for  NTT  is  likely. 

The  trouble  with  this  scenario,  say 
Japanese  telecommunications  experts: 
It's  too  vague  and  open-ended  for  busi- 
ness people  to  base  their  plans  on.  "ntt 
managers  want  to  create  an  efficient 
company,"  says  Andrew  Harrington,  a 
specialist  in  Asian  telecommunications 
with  Salomon  Brothers  Inc.  in  Hong 
Kong.  "But  how  can  they,  when  no  one 
knows  what  regulations  they'll  face  in 
six  months,  or  in  a  year?" 
STOCK  PICKLE.  The  hazy  regulatory  pic- 
ture hasn't  helped  with  investors,  either. 
The  80'a  plunge  in  NTT  shares  from  their 
peak  in  1987  outstrips  the  50'A  plunge  in 
the  Nikkei  225-stock  average  since  its 


NTT  NETWORK  CONTROL:  LAST  YEAR,  54%  OF  THE  TOKYO-NAGOYA-OSAKA  TRAFFIC  WENT  TO  RIVALS 


a  customer  is  switching  to  another  long- 
distance carrier  so  the  salespeople  can 
try  to  talk  them  out  of  leaving. 

The  new  aggressiveness  has  incensed 
NTT's  competitors.  Tadashi  Kagawa, 
president  of  Tu-Ka  Cellular  Tokyo  Inc., 
laughs  off  NTT's  warning  that  the 
"ants,"  such  as  his  company,  are  start- 
ing to  threaten  the  elephant.  "0.  K.,"  he 
says,  "we're  stronger.  So  now  maybe  it's 
the  elephant  against  the  rats." 

The  single  most  important  thing  that 
NTT  could  accomplish  now,  however,  re- 
mains persuading  the  postal  ministry  to 
grant  it  higher  rates  for  local  phone  ser- 
vice, the  sector  in  which  it  claims  to  lose 
money.  The  ministry  says  NTT  hasn't 
proved  its  case.  In  a  sign  of  compromise, 
next  April  NTT  will  begin  breaking  out 
data  on  income  from  local  services.  A 
year  later,  Japan  will  probably  imple- 
ment an  American-style  access-charge 


1989  peak.  Some  1.7  million  private  in- 
vestors got  clobbered  in  ntt's  stock  col- 
lapse. Sanae  Yanai,  a  graphics  designer 
in  Tokyo  whose  $18,000  investment  has 
lost  half  its  value,  compares  NTT  shares 
to  tsukemono,  a  type  of  Japanese  pickle. 
"You  throw  vegetables  in  a  jar  with  a 
lot  of  salt,  then  stash  them  away  for  a 
long  time.  Maybe  the  shares  will  be 
worth  something  to  my  grandchildren." 

Kojima  doesn't  want  people  compar- 
ing NTT  to  a  jar  of  pickles.  But  his  ideas 
for  enlivening  NTT  seem  thwarted.  To 
escape,  he  retreats  each  summer  to  a 
cabin  deep  in  the  mountains  of  Hokkai- 
do. "I  don't  read  the  papers,  I  don't 
watch  TV,  and  I  don't  see  any  people," 
he  says.  As  long  as  ntt  and  its  regula- 
tors are  at  loggerheads,  it's  hard  to  see 
a  way  out  for  Kojima.  Unless  maybe 
Jack  Ryan  has  a  rescue  plan. 

By  Neil  Gross  in  Tokyo 
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JUST  WHEN  SEQUENT 
THOUGHT  IT  WAS  SAFE . 


The  computer  maker's  once-cozy  turf  is  being  invaded 


y  all  rights,  Karl  C.  "Casey"  Pow- 
.ell  Jr.  should  finally  feel  free  to 
relax  and  perhaps  cruise  the  Ore- 
gon hills  in  his  Ferrari  or  Lamborghini. 
Or,  he  could  take  a  few  days  off  to  ferry 
his  two  teenage  daughters  to  horse 
shows  in  his  Ardern  coach.  After  all,  the 
chairman  of  Sequent  Computer  Systems 
Inc.  could  use  some  R.V:F{  af- 
ter bringing  the  company 
back  from  the  brink. 

In  1991,  with  a  sour  econ- 
omy and  sales  to  Unisys 
Corp.,  its  biggest  customer, 
drying  up.  Sequent  lost  $49 
million  on  revenues  of  S213 
million  and  seemed  headed 
for  oblivion.  But  by  stream- 
lining and  refocusing  itself. 
Sequent  has  bounced  back. 
It  has  been  profitable  since 
last  December,  and  third- 
quarter  sales  rocketed  52'' 
from  the  year  before,  to  a 
record  .~?82  million. 
LAVISH  MARKETING.  So  why 
isn't  Casey  Powell  taking  it 
easy?  Perhaps  because  for 
Sequent,  which  he  co-found- 
ed in  1983.  the  Big  Test  has 
only  just  begun.  For  years, 
the  Beaverton  (Ore.)  compa- 
ny has  shared  its  hardware 
niche  with  a  few  similarly 
sized  comi)anies.  such  as 
Pyramid  Technology  Corp.  The  big  com- 
puter guns — Digital  Equipment,  IBM, 
Hewlett-Packard — just  weren't  interest- 
ed in  making  machines  like  Sequent's. 
No  wonder:  Sequent's  multiprocessor  de- 
sign, based  on  as  many  as  30  PC-class 
microprocessors,  could  do  all  the  work 
of  the  big  companies'  tra- 
ditional minicomputers 
and  mainframes  for  a 
third  of  the  price  or  less. 

But  now,  those  same 
companies  are  racing  af- 
ter Sequent.  Hewlett- 
Packard  and  American 
Telephone  &  Telegraph 
Co.'s  NCR  unit  have  botli 
launched  multiprocessor 
lines  over  the  past  two 
years,  backing  them  with 
lavish  marketing  efforts. 


IB.\I  is  working  on  several  multiprocessor 
designs,  too,  with  shipments  expected  to 
begin  next  year.  And  Sun  Microsystems 
Inc.  is  about  to  expand  its  line.  "We've 
been  running  into  Sequent  more  often," 
says  Sun  Vice-President  Anil  P.  Gadre, 
who  expects  more  encounters  in  1993. 
In  short,  the  cheap  power  of  multipro- 


CHAIRMAN  POWELL  PLANS  A  BIG  PUSH  INTO  PC  NETWORKS 


SEQUENT 
BOUNCES  BACK 


II  III  IV  I  II  III  IV  I  II  III  IV 
A  WlUOHSOFDOUAliS  (SI. 
oak  (OMMMY  REPORTS;  BEAR,  STEARHS  ESHMAIE 


cessors  is  just  too  compelling  to  ignore, 
especially  for  jobs  such  as  logging  hotel 
reseiwations.  Consider  two  of  Sequent's 
best  customers:  Dollar  Rent  A  Car  and 
the  London  Stock  Exchange. 

Powell  has  no  time  to  feel  flattered  by 
imitators.  He  has  his  hands  full  trying  to 
keep  Sequent  one  step 
ahead,  mainly  by  getting 
important  software  pack- 
ages rewritten  to  run 
fast  on  Sequent  machines 
before  other  suppliers 
can  snag  them  for  their 
multiprocessors.  Sequent 
got  a  big  sales  boost  in 
the  late  1980s  by  helping 
Oracle  Corp.  tune  its 
data-base  program  to  run 
extra  fast  on  Sequents. 
But  now,  other  comput- 


ers can  run  Oracle's  software  quickl; 
too.  Says  Powell:  "When  other  peopl 
offer  the  same  capabilities,  we  have  t 
go  on  to  something  new." 

For  now,  that  something  is  helpin 
mainframes  dish  out  data  to  hundreds  c 
PCs  on  a  network.  Customers  such  a 
Du  Pont  Co.  can  now  copy  mainfran: 
data  to  their  Sequents,  where  the  fir; 
multiprocessing  version  of  Nove 
Inc.'s  NetWare  software  for  PC  ne 
works  does  the  rest.  So  far  this  yea 
Sequent  has  sold  100  systems  runnin 
NetWare,  generating  about  $20  millic 
in  revenues.  "It's  a  huge  opportunity 
says  International  Data  Corp.  analy 
John  Morrell,  as  customers  seek  to  e: 
hance  PC-to-mainframe  links.  In  ear 
1993,  software  from  Red  Brick  Systen 
will  let  many  PCs  pose  complex  que 
tions  to  a  large  Seque 
data  base  simultaneously 

Moving  downscale 
hardware  may  provide  st 
more   growth.  Sequent 
planning  a  line  of  so-call 
superservers,  which  empi 
just  a  few  processors  a 
anchor  small  PC  networl 
That  market  already 
eludes  some  biggies  such 
IBM  and  Compaq  Comput 
Corp.,    but    Powell  m 
again  have  an  edge  in  so 
ware:  Microsoft  Corp.  I 
picked  Sequent  multip 
cessing  technology  for  W 
dows  NT,  the  advanced  opi 
ating  system  software  it 
readying  for  1993. 

FARMING  IT  OUT.  Still  mc 

downsizing — the  manage 
al  kind — has  trimmed 
quent's  costs.  In  the  p; 
year.  Powell  and  Chief  ( 
crating  Officer  Waldo 
Richards,  a  Sequent  vet 
an,  have  farmed  out  more  manufact 
ing,  such  as  cabinet  assembly,  to  h 
cut  manufacturing  and  operations  co 
by  20''.  At  4.5  times  a  year,  invent( 
turns  are  running  at  twice  the  rate 
early  1991.  More  important,  the  143-F 
son  sales  force  now  focuses  on  potent 
ly  large  accounts,  not  every  small  c 
tomer  that  shows  up.  And  because  o 
23''  staff  cut  in  1991.  the  company's  r 
enue  per  employee  has  jumped 
S219.000,  which  is  68''  higher  thai 
year  ago. 

For  now,  Sequent  is  holding  its 
The  company  even  won  a  contract, 
supply  AT&T,  which  is  a  major  Pyrai 
reseller,  with  computers  to  help  !( 
phone  companies  track  emergency  « 
With  more  triumphs  like  that,  Po\ 
might  finally  get  some  time  to  relax 
Bi/  Robert  D.  Hof  in  Beaverton,  ( 
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A  New  Era 
Forces  the  U.S.  to 
Reverse  Urban 
Decline  and  Restore 
Urban  Economies 


I* 


The  world  map  in  Susan  Jones'  sixth  grade  classroom  is  only  a 
couple  of  years  old,  but  already  it's  outdated.  Such  is  the 
mindboggling  reality  of  a  world  after  the  collapse  of  commu- 
nism. Walls  have  come  down.  Boundaries  have  shifted  and 
realigned.  Freedom  has  asserted  itself  on  a  global  scale. 

The  U.S.  and  the  West  played,  and  will  continue  to  play, 
a  key  role  in  the  struggle  toward  democracy  around  the  globe. 
Yet  today,  America  faces  a  challenge  every  bit  as  daunting  as 
totalitarianism,  a  challenge  that  will  require  the  same  com- 
mitment of  national  will  and  resources:  the  revitalization  of 
U.S.  cities. 

Today  the  battle  is  for  the  soul  of  America — the  streets 
and  neighborhoods,  the  homes  and  businesses,  the  people  of 
its  urban  centers. 

Why  the  focus  on  cities?  Because  for  generations, 
America's  cities  have  been  the  centers  of  our  culture  and  the 


Special  Advertising  SECTio>i 


powcrtiil  engines  of  our  economic 
growth.  Since  1960  more  than  80  mil- 
hon  people  iiave  been  added  to  the  pop- 
ulation of  U.S.  cities,  according  to  the 
U.S.  Census  Bureau.  Today,  urban  areas 
are  home  to  more  than  three  out  ot  tour 
U.S.  citizens. 

The  U.S.  Conference  of  Mayors,  the 
bipartisan  political  forum  for  our  nation's 
mayors,  believes  that  America  is  at  a 
crossroads.  The  U.S.  has  a  unique 
opportunity  to  redraw  the  map  of  its  own 
national  priorities. 


needed  to  make  our  cities  livable, 
economically  viable,  and  competitive  in 
the  new  world  markets. 

Danger  or  Opportunity? 

cross  the  country,  American  cities 
are  in  crisis.  Consider... 
*  Every  year  more  U.S.  citizens 
fall  below  the  poverty  line. 
Today,  one  of  four  children 
live  in  poverty. 

*  Crime,  joblessness,  inadequate  health 
care,  lack  of  affordable  housing  —  all 


"In  the  late  '40s,  we  stopped  building  bombers  and 
built  Buicks.  Today  we  have  a  similar  opportunity  to 
convert  our  economy  to  the  benefit  of  our  citizens, 
if  we  miss  this  opportunity,  we  will  have  failed  and 
the  cost  will  be  enormous.  We  cannot  compete  in  the 
new  wo/ld  if  we  ignore  iiilf lions  of  our  citizens." 


"In  ilic  late  '4()s,  w  c  sli)[ipcd 
building  bombers  and  built  Buicks," 
says  William  Althaus,  mayor  of  York, 
Pa.  and  president,  U.S.  Conference  of 
Mayors.  "  Today  we  have  a  similar 
opportunity  to  convert  our  economy 
to  the  benefit  oi  our  citizens.  If  we 
miss  this  opportunity,  we  will 
have  failed  and  the  cost  will  be 
enormous.  We  cannot  compete 
in  the  new  world  if  we  ignore 
millions  of  our  citizens." 

The  Mayors  are  urging  cit- 
izens at  all  levels — from  neigh- 
borhood councils  to  corporate 
board  rooms  to  the  Congress  and  White 
House — to  )oin  in  a  bold  plan  of  action 
that  will  take  us  into  the  next  century. 

Now  is  the  time  to  rekindle  the 
vision  and  reinvigorate  the  political  will 


threaten  the  well-being  of 
millions  ol  Americans, 
most  of  whom  are  city  dwellers. 
*  The  infrastructure  that  holds  cities 
together — mass  transit,  rciads,  utilities, 
communications — suffers  today  from 
decades  of  neglect,  and  from  the  inabil- 


ity of  local  governments  to  fund  main 
tenance  and  repairs. 

*  Many  businesses  are  withdrawing  fron 
urban  locations  because  they  can't  Cmi 
the  quality  of  life  or  the  well-educate^ 
workers  they  need  to  prosper.  With  ther 
go  jobs  and  opportunities  for  thousands 

*  The  withdrawal  of  federal  dollars  fror 
cities  during  the  '80s  has  crippled  much 
needed  economic  development  an 
halted  thousands  of  public  servic 
projects.  Federally-subsidized  housin 
programs  alone  were  slashed  by  82%  i 
the  '80s. 

The  Chinese  symbol  for  crisi 
includes  two  concepts:  danger  an 
opportunity.  Many  U.S.  cities  today  fin 
themselves  in  danger — not  from  a 
outside  threat,  but  inner  decay.  Th 
challenge  now  is  discovering  how  t 
minimize  the  problems  of  cities  thi 
keep  them  from  tapping  into  the 
vast  potential. 

Can  our  cities  be  rescue< 
The  U.S.  Conference  of  Mayo 
believes  they  can  and  they  mus  A 
In  forums  and  urban  summi 
across  the  nation,  the  mayors  ha' 
been  putting  forth  a  new  urb* 
agenda  for  America.  The  agen( 
calls  for  an  unprecedented  level 
partnership  between  the  publ 
and  private  sectors,  because  bo 
have  a  stake  in  the  future  of  o 
cities  and  its  citizens. 


Reexamining 
THE  Federal  Role 
in  Cities 

^  urrently,  the  majority  of  U.S.  citi 
I  are  experiencing  severe  fiscal  dif 
culties:  Over  60%  reported  that  19 

J General  Fund  Expenditures  wou| 
surpass  revenues.  During  the  1; 
decade  the  federal  share  of  local  reveni 
was  cut  in  half.  And  for  the  most  pa 


WITH  30,000  HOT  PROSPECTS 
ON  THE  LINE  EVERY  DAY 


As  you  read  this,  mail-order  giant  DAMARK  International  is  moving  16  camcorders,  12  garage  door  openers, 
8  kiddie  cars  and  now  6  more  camcorders... but  wait!  We  can't  write  this  fast  enough  to  keep  up! 
ortunately,  Fujitsu's  F9600  "  telephone  system  can.  Its  non-blocking  architecture  instantly  switches  all  calls  through, 

at  which  point  its  ACD  software  routes  these  calls  to  "next  available  agent"  to  minimize  waiting  time. 
And  no  matter  how  fast  DAMARK  International  grows  -  sales  jumped  from  $1.3  million  in  1986  to  $214  million  in 
1991!  -  the  F9600's  modular  50-  to  9600-line  PBX  grows  right  along  with  it.  Best  of  all,  the  F9600  is  ISDN-ready 
to  ID  future  callers  by  phone  number  so  their  files  can  be  called  up  on-screen  before  the  agent  comes  on. 
"///',  Mr.  Jones.  How  did  you  like  those  golf  clubs?''''  replaces  ''How  can  I  help  you?" 
To  see  how  Fujitsu  can  help  you,  call  1-800-553-3263. 


The  F9600  Digital  Telephone  from  Fujitsu,  a  $25-billion 
global  telecommunications  leader  serving  over  100  countries 

FuJiTSU 

COMPUTERS,  COMMUNICATIONS,  MICROELECTRONICS 
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states  did  not  offset  .these  losses  of 
revenue.  "The  federal  government  has 
starved  urban  areas  relative  to  the  need," 
says  Al  Eisenberg,  federal  liaison  at  the 
American  Institute  of  Architects  in 
Washington,  D.C. 

Meanwhile,  the  cities  have  had  to 
drum  up  new  sources  of  revenue — or  cut 
deeply  into  the  very  programs  and 
services  designed  to  regenerate  their  cities 
and  enhance  their  economic  viability. 
Complying  with  federal  and  state 
mandates  also  has  increased  costs  at  the 
local  level,  and  the  growing  concentration 
of  poor  people  in  cities  has  further 
strained  city  budgets. 

"The  federal  government's  shifting 
of  funds  and  responsibility  down  to  the 
state  level  continues  because  of  the  feder- 
al deficit,"  says  Jeffrey  Rizzo  of  Moody's 
Investors  Service,  an  organization  that 
rates  cities'  creditworthiness.  "The  states 
are  shifting  down  to  the  local  level,  which 
is  last  in  the  food  chain.  The 
cities  must  then  make  the 
hard  decisions  whether  to 
cut  services  or  raise  taxes." 

Through  crisis  man- 
agement, many  financially 
distressed  cities  have  man- 
aged to  hang  on.  Rut  clearly, 
any  long-term  plan  for 
urban  revitali/alion  will 
require  a  renewed  commit- 
ment at  the  federal  level. 

"We  have  to  get  beyond 
thinking  of  our  country's 
problems  as  inner  city 
problems.  We  cannot  escape 
to  the  suburbs.  The  same 
problems  will  follow  us 
there.  We  are  talking  about 
national  problems,  and 
solving  them  will  require  an 
immediate,  bold,  and  long- 
term  plan  at  the  national 


level  as  well  as  specific  action  at  the  local 
level,"  says  Tom  Cochran,  executive 
director,  U.S.  Conference  of  Mayors. 

Forging  New  Partnerships 

hile  lamenting  the  loss  of  federal 
dollars  and  demanding  a 
renewed  federal  role  in  urban 
investment,  some  U.S.  Mayors 
see  at  least  a  tinge  of  silver 
behind  the  dark  cloud  that  befell  them  in 
the  '80s. 

"We  lost  70% 
of  our  funding  for 
housing  during 
the  '80s,"  says  Jerry 
Abramson,  mayor 
of  Louisville,  Ky. 
"It  decimated  us. 
Our  backs  were 
against  the  wall. 
We  had  no  other 
choice  than  to  get 


"The  time  has  come  for  New 
York  City  and  this  entire 
nation  to  malte  some  choic- 
es about  our  future.  Not 
just  economic  choices,  but 
moral  choices.  Will  we  con- 
tinue to  let  our  cities  spin 
on  a  downward  spiral  of  , 
neglect  and  decay,  or  will 
fWe  —  like  the  Europeans  — 
ecognize  the  powerful  con-  , 
tributions  urban  centers 
ni^e  to  our  nation,  and  nur- 
tur^%hose  contributions?" 


creative  and  innovative  in  our  approacl 
to  the  problem." 

The  result?  Three  hundred  low 
income  families  recently  moved  into  con 
dominiums  in  newly  renovated  city  build 
ings,  financed  through  a  public/privat 
partnership  with  local  Louisville  banks 
The  project  used  no  direct  federal  fund: 
but  the  federal  Community  Reinvestmer 
Act  provided  the  legislative  incentiv 
for  banks  to  make  such  commitmen) 


i 


David  1 


aV  York 


right  in  their  own 
communities. 

Since  1978,  St.  Louis  has  aliocat[(|' 
$91  million  in  funds  leveraged  by  $3;' 
million  in  private  development  funds 
create  9,000  units  of  housing. 

In  York,  Pa.,  corporations  "adop 
house"  in  their  neighborhoods,  renov 
them  and  then  sell  them.  Local  govei 
ment  provides  the  expertise  and  kno  Ui! 
how  for  the  conversion.  The  corporati 
gets  a  return  on  its  investment  plu 
cleaner,  more  livable  neighborhood. 

In  similar  fashion,  mayors  across 
country  are  "getting  creative"  in  how  tl 
manage  their  cities  and  finance  their  ^ 
vices.  They  are  making  tough  choices  ab 
where  and  how  to  allocate  limited  furj 
And  they  are  advocating  a  new,  mc^"' 
targeted  approach  to  urban  investmp. 
from  both  the  public  and  private  sector; 


ilt: 
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3W  SMALL  BUSINESSES  THAT  SWITCH  TO  AliST 
ET  ONE  MONTH  OF  LONG  DISTANCE  SERVICE. 

You  couldn't  pick  a  better  time  to  come  back  to 
Because  small  businesses  that  switch  by  Dec.  18 
11  get  credit  for  one  month  of  ATisT  long  distance 
-vice-up  to  $2,000* 

So  if  your  business  left  AT&T  but  didn't  save  what 
ud  hoped,  or  if  you  miss  AT&T's  fast  connections  for 
Is  and  faxes,  or  if  you  simply  think  AT&T  quality  is 
tter,  now  is  the  perfect  time  to  come  back. 

You'll  find  that  AT&T  has  calling  plans  to  tit  the 
eds  of  most  every  small  business.  Like  AT&T 
9®  WATS,  a  discount  calling  plan  that  gives  you  AT&T 
ility  at  very  competitive  prices— 4%  to  18%  off  our 


92  AT&T  *Must  select  AT&T  as  primary  carrier  One  time  credit  based  on  average  monthly 
rthe  second  through  the  sixth  month  of  service,  up  to  $2,000  WiH  receive  credit  after 
II  months  of  service  (vlust  request  an  installation  no  later  than  January  8,  1993  Other 
tions  may  apply  '"Average  daytime  interstate  direct-dialed  off  AT&T  Long  Distance  rates, 
il  discounts  may  vary  depending  on  calling  patterns  fOther  restrictions  apply  UD5 


regular  rates**  And  you  can  even  save  on  AT&T 
Corporate  Calling  Card  calls,  plus  most  international 
calls. 

Call  to  switch  now  and  we'll  guarantee  your 
satisfaction.  If  you're  not  happy  for  an)' 
reason  within  the  first  90  days,  we'll  pay  to 
switch  you  back  to  your  old  carrier.t 

We  can  also  help  you  with  your  phone  equipment. 
In  fact,  if  you  trade  in  your  non-AT&T  phone  system, 
we'll  give  you  credit  toward  a  new  AT&T  small  business 
phone  system. 

At  AT&T,  we're  giving  you  more  reasons  than  ever 
to  return.  We  want  you  back.  Call  1  800  835-3933  toda)'. 


ATsT 

The  riqht  choice. 
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"1  think  city  governments  are  the 
hil"n)ratorie,s  of  innovation  right  now," 
says  Abramson.  '"i'he  private  sector  is 
stepping  up  and  taking  a  role....  They're 
reahzing  that  it's  their  fight,  too." 

Urban  Investment: 
Whai's  In  Ir  for  Business? 

ince  McDonald's  (Corporation  first 
planted  its  golden  arches  in  inner 
cities  in  the  '7()s,  its  commitment  to 
being  part  of  the  solution  to  urban 
problems  has  grown  along  with  its 
Big  Mac  sales. 

At  some  franchises  young  employees 
earn  an  hour's  pay  for  doing  their  school 
work  before  their  shift  begins.  Other 
franchises  offer  bonus  money  tor  good 
grades.  McDonald's  is  also  well  known  for 
its  hiring  ot  disabled  persons  and  retirees. 

In  like  manner,  Fannie  Mae  has 
expanded  its  efforts  to  provide  adequate 
housing  for  more  low-  and  middle- 
income  home  buyers.  The  shareholder- 
owned  corporation  works  in  partnership 
with  lenders,  community  groups,  and 
state  and  local  housing  agencies.  Since 


The  Battle  to  Maintain 
City  Infrastructure 

ne  area  ripe  for  private  involvement 
is  financing  the  costs  of  maintaining 
the  structures  and  services  that  make 
cities  run — roads,  mass  transit,  sew- 
_  ers,  waste  removal,  and  telecommiuii- 
cations,  for  example. 

In  recent  years,  the  federal  govern- 
ment has  moved  away  from  its  historic 
role  of  supporting  infrastructure.  And 
many  cities  have  re- 
mained barely  a 
step  ahead  of  disas- 
ter in  attempting  to 
patch  t  o  g  e  t  h  e  r 
decaying  sewer  and 
water  systems, 
roads,  and  bridges. 
The  result?  Accord- 
ing to  an  analysis  by 
the  Federal  Reserve 
Banks  of  Chicago 
and  Boston,  more 
t  h  a  n  half  t  h  e 
nation's  drop  in 
productivity  growth 


1987  Fannie  Mac  has  umi  1 1 .  , ;  l  d  to 
provide  inore  than  $15  billion  in 
financing  for  low- income  housing,  fhis 
commitment  will  impact  more  than  a 
C]uarter  of  a  million  families. 

In  cities  across  the  nation,  businesses 
large  and  small  are  taking  on  urban  issues 
as  their  own  and  making  a  difference. 


can  be  explained  by  declining  public  sec- 
tor investment  in  infrastructure. 

"There  is  a  fundamental  link  bet- 
ween America's  economic  competitive- 
ness and  its  infrastructure  investment," 
says  Atlanta  Mayor  and  Rebuild  Amer- 
ica Coalition  Chair  Maynard  [ackson. 
"America  ranks  last  among  the  top  seven 


industrialized  nation's  in  captital 
investment  in  infrastructure  as  a 
percentage  of  CNP.  It  is  no  surprise  that 
lapan,  our  world's  leader  in  productivity 
increases,  also  leads  the  world  by  in- 
vesting over  4%  of  its  GNP  into  public 
infrastructure.  By  comparison,  the  United 
States  only  invests  1.1%  of  its  GNP  into 
public  infrastructure  projects." 

A  grow- 
ing numbei 
of    u  r  b  a  r 
areas  are 
privatizing 
some  publi( 
utility  ser 
vices  whili 
maintaining  som^ 
government  over 
sight.  There  is  pre 
cedent  for  this 
for  example,  pri 
vate  rail  lines  fo 
decades  have  ru 
on  public  tracks. 

In    B  o  s  t  o  r 
several  private  ir 
vestors  found  th 
incentives  t  h  ef' 
needed  to  get  involved  in  a  massive  infr 
structure  project:  a  revamping  of  the  cei  tt 
tral  artery  of  the  city's  interstate  syster^' 
1  he  underground  system  will  open  i 
dozens  of  acres  of  new  land  for  develoi 
ment.  The  project  successfully  combin 
local,  state,  and  private  funding. 

Several  office  paper  and  equipme 
manufacturers  are  in  partnership  wi 
local  governments  and  environmenll 
grt)ups  to  solve  the  urban  solid  waste  Cji 
sis  (sec  sidebar,  next  page).  "Offices  gem 
ate  tons  of  waste  paper  every  year,"  S£| 
Suzanne  Clark,  of  Office  Imaging,  Ea: 
man  Kodak.  "If  we  recycle  more  pap- 
we  help  government,  business,  and  t 
environment." 


We  Challenge  You 


Kodak 


Green  Bay  Packaging,  Inc. 


Canon 


Waste  Management,  Inc. 


XEROX 


Lexm^vrk 


Fort  HoLLiard 


We  re  out  to  triple  offiee  paper  recycling  by  1995. 
Accept  the  National  Office  Paper  Recycling  Challenge, 


ia  Life  and  Casualty 

srican  Airlines 

;s  Department  Stores 

euser-Busch  Cos.  Inc. 

idT 

k  of  America 
Atlantic 

BFGoodricli  Company 
e  Cascade  Corporation 
■ater  Communication  Papers  Inc. 

ter  Nonwovens 

'  Corning  Corporation 

ont  Merck  Pharmaceutical  Company 

lie  Mae 


Others  have... 

Franklin  Associates.  i.TIX 

The  First  National  Bank  of  Chicago 

The  Hibbert  Group 

Inland  Steel  Company 

Long  Island  Lighting  Company 

MBNA  America 

Merrill  Lynch 

Metropolitan  Lite  Insurance  Company 

National  Association  of  Counties 

National  Conlerence  ot  State  Legislatures 

National  League  ot  Cities 

National  Westminster  Bancorp 

New  York  State  Electric  &  Gas  Corporation 

Northern  States  Power  Company 


Northwestern  Mutual  Life  Insurance  Company 

P.H.  Glatfelter  Company 

Potomac  Electric  Power  Company 

Prudential  Insurance  Company 

The  Reader's  Digest 

R.R.  Donnelly  &  Sons,  Inc. 

Southern  California  F^dison  Company 

Standard  Register  Company 

State  Farm  Mutual  Autt)miibile  Insurance  Co. 

3M 

Walt  Disney  Studios 
Westinghouse  Electric  (Corporation 
Weyerhaeuser  Company 
Yellow  Freight  Systems,  Inc. 


Buy  req'cled  paper  products  and  recycle  office  waste  paper!  To  accept  the  Challenge  and  receive  our  complimentary  guide  book,  write  the 
National  Office  Paper  Recycling  Project,  The  United  States  Conference  ot  Mayors,  1620  Eye  Street,  N.W.,  Washington  D.C.  20006. 


or  call  (202)  223-3089. 


N  A  I   I  ()  N  A  L 


OFFICE  PAPER 


RECYCLING 


P  R  <)  ,1  K  C  T 


here's  more  to  sound  environ- 
mental policy  than  curbing  flouro- 
carbon  emissions  or  energy  con- 
servation. Consider,  for  example,  inner 
city  "forests" — the  reams  of  paper  gen- 
erated and  tossed  aside  every  year  in  our 
nation's  offices. 

Today,  over  10  million  tons  of  waste 
paper  are  discarded  from  offices,  enough 
to  build  a  wall  12  feet  high  from  New  York 
to  Los  Angeles!  Unfortunately,  only  15% 
of  this  paper  is  being  collected  for  recy- 
cling. Most  goes  to  landfills. 

"Cities  are  facing  a  waste  management 
crisis,"  says  Jimmy  Kemp,  mayor  of 
Meridian,  Miss.  "With  overflowing  land- 
fills, local  government  and  the  business 
community  must  set  the  example  by  man- 
aging waste  paper  more  resourcefully." 

Thus  was  born  in  1990  the  National 
Office  Paper  Recycling  Challenge.  The 
U.S.  Conference  of  Mayors,  along  with 
ten  corporations  and  three  other  local 
government  public  interest  groups,  began 
urging  corporate  America  to  get  on  the 
recycling  bandwagon.  With  support  from 
William  K.  Reilly,  administrator  of  the  U.S. 
EPA,  the  project  has  challenged  the 
nation's  employers  to  close  the  loop  on 
recycling  by  purchasing  recylced  products 
and  collecting  waste  paper.  Says  Roger 
Hoffman,  cfo  of  Green  Bay  Packaging: 
"It's  simple.  You're  not  recycling  until  you 
buy  recycled  products." 

Many  businesses  are  unaware  of  the 
array  of  recycled  products  they  could  be 
buying:  From  recycled  letterhead  and  pub- 
lication papers  to  tissue  products  and 
boxes,  the  list  is  extensive. 

Corporate  pnncipals  of  the  Project  have 
taken  the  recycling  Challenge  even  a  step 
farther: 

*  Fort  Howard  Corporation  announced  a 
$160  million  mill  expansion  that  will  use 
an  additional  100,000  tons  per  year  of 
office  waste  paper.  "The  Challenge's 
efforts  to  increase  the  collection  and  pur- 
chase of  recycled  products  certainly 
helped  us  feel  confident  in  our  decision  to 
expand,"  says  Jeffrey  Eves,  vice-presi- 
dent of  Fort  Howard. 


*  Boise  Cascade  Corporation  recently 
converted  two  mills  for  the  production  of 
recycled  white  paper  and  Weyerhaeuser 
Company  has  done  the  same  with  a  news- 
paper mill. 

*  Green  Bay  Packaging,  Inc.  developed 
a  new  process  that  converts  non-deinked 
office  waste  paper  into  liner  board  for  cor- 
rugated boxes.  Xerox  and  Lexmark 
International  both  package  their  products 
in  this  new  recycled  container. 

*  Xerox  now  offers  all  of  its  customers 
recycled  paper  for  use  in  its 
copiers. 

*  Canon  U.S.A.,  Inc.  is  suppor- 
ting toner  cartridge  recycling 
programs  across  the  U.S. 

*  Lexmark  International  has 
significantly  increased  em- 
ployee participation  in  its  office 
paper  recycling  program 
through  communication  and 
awareness.  "We  have  a  cor- 
porate vision  that  emphasizes 
a  strong  commitment  to  pro- 
tecting the  environment,"  says 
Lexmark  Chairman  and  CEO 
Marvin  Mann.  "Our  employees 
recognize  this  as  a  challenge 
to  make  a  positive  impact  and  they  fully 
support  this  ongoing  effort." 

*  Waste  Management  of  North  America 
provides  its  customers  with  recycled 
products  to  encourage  them  to  "buy 
recycled."  Says  Waste  Management's 
Vice-President  Dick  Haupt.  "We  all  get 
warm  fuzzies  by  separating  out  our  recy- 
clables.  But  that  isn't  the  end.  The  suc- 
cess or  failure  of  recycling  will  depend 
upon  the  markets  that  can  be  created 
for  recycled  products." 

The  Project  has  worked  for  two  years 
to  develop  a  strategy  to  make  office 
paper  recycling  work  in  the  U.S.  With  a 
goal  of  tripling  office  paper  recycling  by 
1995.  the  Project  is  out  to  make  recy- 
cling part  of  everyone's  business. 

To  accept  the  National  Office  Paper 
Recycling  Challenge,  and  receive  a  com- 
plimentary guidebook,  call  (202)  223- 
3089. 
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Joining  Hands 
WITH  THE  Suburbs 


kirmishes  sometimes  erupt  betwee 
cities  and  their  surroundin 
surburban  neighbors  as  both  tr 
to  attract  people  and  busines 
investment.  Some  analysts  hav 


even  announced  the  obsolescence  c 
cities  and  the  ascendence  of  the  suburb! 
But  smart  city  and  suburban  leadei 
recognize  that  their  fortunes  ai 
intricately  intertwined. 


"Healthy  cities 
are  essential  for 
strong  regional  economies,"  says  i 
Flynn,  mayor  of  Boston.  "City  dwell 
and  suburbanites  share  a  common  tai 


"We  need  to  begin  thinking  abC 
how  our  efforts  translate  at  tii 
family  level.  Making  our  neighj 
borhoods  clean  and  our  streetj 
safe  —  now  those  are  the  kini 


of  family  values  I  can  buy  intqj 


Bob  Lanier 
Mayor  of  Houstot 


If  you  have  a  business  idea 
vith  promise,  but  need  more 
than  promises,  call  Boston. 


In  case  you  haven't  noticed,  every  city  in  America 
v/ill  offer  you  the  world  to  attract  new  business  development  and  investment. 

In  Boston,  we  go  a  step  further  We  deliver. 


cycling  paper.  Not  rhetoric. 

idian  forest  products  company  Tembec 
could  have  located  the  nation's  most 
need  paper  recycling  plant  in  any  major 
city.  It  chose  a  vacant  paper  mill  in  Boston 
ts  Patriot  Paper  Corporation  because  it 
the  paper  Boston  offered — $37.5  million 
x-exempt  industrial  revenue  bond  financing 
ike  the  project  off  the  drawing  board  and 
>00  union  paperworkers  back  to  work  har- 
ng  the  urban  forest. 


309  days. 


Last  May,  Genzyme  Corporation,  the  largest 
biotech  company  in  Massachusetts,  announced 
that  it  would  build  an  $85  million  biopharma- 
ceutical  production  facility  somewhere. ..  but 
not  in  the  Bay  State. 

309  days  later,  Genzyme  broke  ground...  in 
Boston,  swayed  by  an  irresistible  package  of 
incentives,  the  chance  to  site  a  state-of-the- 
art  biopharmaceutical  manufacturing  plant  in 
America's  medical  and  technological  nerve 
center,  and  the  way  Boston  Mayor  Ray  Flynn's 
administration  takes  a  scalpel  to  red  tape. 


>ton's  Economic  Development  and  Industrial  Corporation's  Executive  Director,  Donald  A.  Gillis,  will  be  happy  to  talk 
'ou  about  why  Boston  is  America's  most  promising  city  for  business  development,  relocation,  expansion  and  investment. 
Call  1-800-255-3342,  or  write  EDIC,  43  Hawkins  Street,  Boston  MA  021  14. 


EDIC/Boston 

Raymond  L.  Flynn,  Mayor  of  Boston 
Donald  A.  Gillis,  Executive  Director 


Special  Advertising  Sectio 


Recognition  of  that  common  fate 
motivated  Louisville,  Ky.,  and  its 
surrounding  counties  (several  in  the 
adjacent  state  of  Indiana)  to  form  a 
unique  public/public  partnership  to 
attract  business  investment  and  new 
jobs. 

Every  worker  in  the  city  of  Louis- 
ville and  the  county  outside  the 
city  limits  pays  a  L5%  occupa- 
tion tax.  The  revenue  is  shared  f 
by  the  city  and  the  county.  In  I 
exchange,  the  city  has  agreed 
not  to  annex  any  more  county 
land  for  12  years. 

The  agreement  effectively 
eliminated  competition  between 
the  city  and  county.  With  the 
economic  development  departments 
merged,  the  region  adopted  a  team 
approach  to  business  attraction.  Then, 
the  private  sector  got  into  the  act,  funding 
the  lion's  share  of  the  Greater  Louisville 
Economic  Development  Partnership 
whose  sole  purpose  is  to  attract  business 
to  the  community. 

"You  can't  be  a  suburb  of  nowhere," 
says  Abramson.  "The  city  is  the  heart  of  a 
community.  If  the  heart  dies,  then  the 
fingers  and  toes  will  die,  too." 

No  Strings  Attached 
r  I  "1  he  Mayors  are  in  agreement  that 
federal  dollars  will  go  farther  if 
cities  are  allowed  to  spend  the 
funds  as  they  see  tit.  "The  way  it  is 
now  it's  like  we're  offered  a  bottle 
of  castor  oil,  some  aspirin  and  an  artifi- 
cial leg,"  says  Bob  Lanier,  mayor  of 
Houston.  "You  don't  need  an  artificial 
leg,  but  sometimes  you  go  ahead  and  get 
one  just  in  case  you  might  need  it  in  the 
future.  The  best  thing  is  for  the  federal 
government  to  take  the  strings  off  and 
send  us  the  cash.  That  would  increase 
cost  effectiveness  100%  at  the  local  level." 


Real  Family  Values 

Iventually,  all  talk  of  revitalizing 
.  cities  must  return  to  the  individual 
human  level.  Better  education  and 
I  job  training  is  a  critical  part  of  the 

 J  reinvestment  needed  in  our  cities. 

For  businesses,  the  bottom  line  is  obvi- 
ous. Without  stable,  trained  workers. 


these  youngsters  was  half  that  of  thoi 
not  in  the  program. 

"My  pitch  to  businesses  is  that  yc 
either  pay  now  or  pay  later,"  sa] 
Abramson.  "We  need  all  the  graduates  ( 
our  high  schools  to  fill  the  jobs  of  tf 
future.  The  private  sector  needs  to  kno 
it's  their  tight,  too." 


"If  we  had  the  federal  dollars  of  the  '70s  and  the 
private  sector  involvement  of  the  '80s  and 
could  eliminate  many  of  our  city's  probi 


Jerry  Abramson 
Mnyoi 

and  Vice-Prc. 
U.S.  Co 


their  future  financial  pros- 
pects are  in  jeopardy. 

"In  a  constantly  chang- 
ing global  economy,  our 
people  are  the  only  lasting 
advantage  we  have,"  says 
David  Dinkins,  mayor  of 
New  York  City.  "Those 
(companies)  that 
choose  to  invest  here 
do  so  not  out  of  pat- 
riotism— more  and 
more,  they're  not 
even  American  com- 
panies. They  invest 
here  because  the  peo- 
ple they  need  are  here." 

A  number  of  cities  have  embarked 
on  ambitious  public/private  projects 
designed  to  make  today's  students  into 
tomorrow's  trained  workers.  In 
Louisville,  local  businesses  with  some 
government  funding  took  under  their 
wing  some  1,600  youngsters  who  were  at 
risk  of  dropping  out  of  school.  The  pro- 
gram provided  mentors,  tutors,  on-the- 
job  training,  and  special  counselors  in  the 
high  school.  The  drop-out  rate  among 


Revitalizing  our  cities — li 
repairing  streets  and  sewers  , 
bridges  to  providing  adequate  housini' 
creating  more  well-paying  job 
ultimately  strengthens  our  natid 
families.  "We  need  to  begin  thinki 
about  how  our  efforts  translate  at  i 
family  level,"  says  Lanier.  "Making  !i 
neighborhoods  clean  and  our  strii 
safe — now  those  are  the  kinds  of  fai| 
values  I  can  buy  into." 


Written  by  KtiSEY  Menehan 
Desig/i  fcyPARHAM  Santana  Inc.,  n 


How  A  Boston  Museum 
Sends  Early  American  Roosters 
For  Chicken  Feed. 


Not  everything  at  Boston's  Museum  of  Fine 
Arts  is  priceless.  Ask  Peter  Terenzi,  Distribution 
Manager  for  the  museum's  catalogue  sales.  Between 
framed  prints  and  gold  roosters,  Peter's 

division  ships  some 
300,000  packages  a 
'   ^    1  i  iwil*  ..v*^:;^      year.  Christmas,  his 
A^^^t^^^l^^^^^^      busiest  season, 

also  when  prompt 
delivery  is  most  critical.  That's 
when  Peter  first  used  Two  Day  Priority  Mair"  from 
the  U.S.  Postal  Service. 

He  discovered  he  could  ship  2  pounds  in  2  days 


for  just  $2.90.*  This  was  at  least  a  third  off  what  the 
competition  offered,  saving  him  Si 7, 500  in  the  first 
six  months  alone.  Peter  also  saves  on  the  pickup 
service.  "For  S4.50  they  pick  up  an  entire  truckload 
of  packages.  Since  I  don  't  have  to  send  one  of  my  own 
trucks  to  the  Post  Office,  I  cut  time 
and  manpower  costs  as  well."  Now  i^Uf  .V 
that's  something  to  crow  about. 

Two  Day  Priority  Mail  can  get  vou 
crowing  too.  Call  1-800-843-8777, 
Ext.  400,  for  a  Starter  Kit. 
Or  contact  your  local  Post 

Office.  You'll  discover  the  fine  art  of  saving  money. 


WE  DELIVER 


•C  lu-a  >our  I'nM  n^lH^■lo^^l^l.lll^ 
Siiint  riMmlions,ippl\  Iw:  USI'S 


P-OR  AD  RATES 
AND  INFOR^N-ATION 

PHONE: 

;312  337-3090 

Ofi^Vl?lTE: 


SUITE  632 
CHICAGO.  IL  60611 
FAX:  312  337-5633 


Telecommunications 


UPG^AOE  You=  F«  w™  The  ^"-^^^  1.:.^"^-.'^^^  ' 

BCCU==AVG  S  ADViSCE""  "  -        „  .     .  - 


bCC'VI  E H  A  >  C5  i  M  J  I  A  "1  ^  r  -  ciicu:  -m  -  -n  3:  na=  =11;  a.-,  moss  Ji  i  ^^aani 

_  vu^-— Tj-W  tr-u    v-t  =cr  --vsl  »  i  :>  ^jhctkc  *-jci  :  >G  -c  -ctit? 

Ccs-O- A  Ne-.'.  Mir- SE 


j  jimrjiictc  vji:  in?  srmi^.fr-  5  iix    •  Jla: 

5.;.:ar-iE^  E  ^in^e  ?anr  in  ion 

rjUK  •'3=1  i  id  3  :'=.-=r'cd  »  1  sanrK  ia:  cmacina 

uiniTt-.in-ir-.  r-^s  iHEi  ?'-Tir  3.".  .-casr 

-e  -r-  T-r;:t.  -r^^ — ujt-  tti*  -j.^  -"^^ht*-'7')     •  ^       JUD  iiSC 

..;s:  ^a-tr'S  x  .:aE  ^naicii;  ru-Cxii:  iorjESsns  »:ni 
i  incus  i=n;  rrac  •  1  i^:^  iKinama  j.-CTiimri 
nils  :3        n:'  rap=:  inc  rr:iic  ±isir  ^ais 

r^ucit:  1:  .*:»nHE  i:*:  n~f-Trji  mul  s. 


Presentation  Equipment 


Laser  Pointer 
INFINITER 


S72 

Incredible  Low  Price    ^  '  ^7 
0  Pi\s?iC 


CAI18QIMI54^G86 


Eton  *  Lssg  Tier  AiTi  uimi'  =  ca<  zcu-.  rsp-iife  r,i 
IOC  ]i'C  es  'O-  :ir?-  re  n-rScTTHicr  ren 


Professional  Equipment 


Fi-anchisinc 


Exclusive 
Territories ' 

Continental  I 

DUNKIN' 
DONUTS 

1-800-5-13-5-100. 


Tte  professional 
w  eather  station 
comes  home. 


:i-  -^-''r  i      '  s:cc  s:c£sc  ••ir-e- 
-xncrrs  -j^k-  "ert  r  .clt  "cre 
•'"•sure"  I'l'zar:  1  -a-  lI  r  shs  r  »atr  re 
»eiB-e'  its  Ttr  :r:s.  »,I  i;r  .ti-'  53" 
FtATT.«S  BvaLOfe  •  -isn;  i 

•  I'.TC  fcKC  4  :"^-i:r  :jn^cnr 

•  tV'rTrC'iil  ■  i^itsjI  JcULT 


^'EUfltR  11 


Zm"  S3:  -HX  $x  rr  ^h-STTcr'TTH  -ran  rjilemr 


^  .l-j.-TI-15iP 


■*C  aw  •'^  •  HIT  I-  o  tnomn^      ujm- 'B-  Je 


Recycling  is  HOT! 

Nationv-ide  mobile, 
on  site  Fluid  recycling 
oppomimties  now 
available  feamring 

Prestone 

Rec>clingFc>rmu'.ai, 

^  AMERICAN 
k  FUJIO 
^9  TECHNOiOOY 

Arrrr-i.  L-'<  esrr.er/j  SlSfK 

Fc:  Franchise  Informauon 
1  S0O-334-4AFT 


Business  Services 
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INTERNATIONAL  CALLS 
AT  LOW  U.S.  RATES 

Ccrreosc  r  >  cu-  ^  S  --ere 

Contact  Do^pNn  kHEflrade  Today! 
:3E,383-7M  Fiz:3e3S3-«M 


Otiice  Supplies  Iquipment 


THE  SENSATIONAL 
FAXSCANNER! 


laOOl  4S7-4433 13051 44S490S 


PERMA  POWER 


C.-Vers  .V.idicii«s  L'p  To  3.000 
1-800-329-351 5 


Ccnouter  Sottv.3'e 


How  to  Save 
Up  to  7=:  of  Your  Payrol 
TIMECLOCK  PLUS 


Call  for  free  information 
800-749-8463 


BARGAIN  BUNDLE 
S145 

Virccms  3  "  dls  'SC   -."i^re  -crts 
EXPRESS  USA 


Fir 


A  VBEO  far  ■»  NEW  MVESTOR 
•WTRODUCnON 
TO  MUTUAL  FUNDS" 

Older  noir  Iran  Rida- FSba 
085  Rosnrood  A'scme 
Los  Aneeks.  CA  98«3S 
Send  check  for  S29L95  «S3L00  SM 

(CA  nes,  ama  8 11  "t'a  s^fes 


Make  Money  in  the 
Stock  Market  with 
Telescan  Analyzer. 


l^.estme^^t  SofTvtare  that 
Maximizes  your  Profits: 


=saisoe- 


umaBrwDvounnihsiST 


TI 


81S  W  is  : 


REAL  ESTATE  A 


VE-cra  _crxa-_.  i.tzsrariz  ; 
cca  ar=  -src  ;>-r  -sSxcs  "•nr  ■ 

rcnscs.  iwe  surer,  re        _c  ; 
1-600-229-2^<s 


5::-;<:  ;«:•:  ;<:c  M.=-aoec  S2S  xc  - 
FREE  DETA.uS  5CC-9C-C--i^ 

POB  7041  Boca  Raton.  FL  iS-^f 

■  — .ccfrt3:cas  ^-sc  rercr-ra-cs  ~c  J.£f^ 
::t  -ults  -KUts. 
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Bus"iess  OODOrtuniti 
■  l  =  :~-'i'JMI--.-  =  '1'-!  I'  :  =!k4  ■ 


i,-  itc-elerc  -o~e  cccraL-ac  : 
=co3  ssl  "sst  r  socrss-  i;  'si' ; 

ceociir  :i  s  ess-,  "c  — cr=  S-^X'. 

— crC^  — a<.rc  3-c  seiirc 
rc  ire     -'rrscr=iic=c  :ct>  = 

■^.rS  3"C  5C3"crer.  a'.aiaC'e 
CALL  TOCAY"  (^Kt  2«-i" 
D  i    EV^=!?«I^S£S.  iISC 


REPAR  CRACKED  WMDSWBS 


C.ALL1-«O0-a26-S523 


:c'  3  '.cc  -ill  =c  •  £.- 


Contact:  ^ 
Mark  S.  Jotinsofl.  VP 
Oil-OTi  Co<pofat)Ofi  at  Ame  ■ 
5.20  North  Michigan  Aver- 
Cnicago,  IL  60eil 
TeJ:  31 2321  -1 51 5  of  800233-* 
Fax:  312321-952S  ♦ 


rv-zr^  ML/  r\M  I  i_o 

^ND  INFORMATION 
PHONE: 
(312)337-3090 
OR  WRITE: 


MARKETrm 


MARKETPLACE 
100  EAST  OHIO  STREET 
SUITE  632 
CHICAGO,  IL  60611 
FAX:  (312)  337-5633 


Art/Collectibles 

Now  you 
too  can 
own  a 

?mington  Bronze. 

ne  offered:  limited  edition  collection, 
ronze  set  of  7  Remington  bronze 
es  on  a  beveled  marble  base  30"  tall, 
ite  of  Authenticity.  Outstanding  decor  for 
r  home.  Give  an  investment  that  will 
!  forgotten.  Priced  at  only  $675  00  each, 
oney-back  guarantee.  For  photographs 
ils,  call  toU  free  l-800-955  0a80 

antatum  Qcdkries,  Inc. 

iRONZES  FOR  Discriminating  Cooectors 
)NE  (800)  955-0080  •  Fax  (305)  854^)023 
42103  Fisher  Island  Drive, 
Fisher  Island,  FL  33109-1267 

Christmas  Items 


1  Cut  7  ft.  Christinas  Trees 

•  Startine  At  $59.15 
I  Incl.  Shipping 

1^      •  UPS  Direct  To  Your  Door 
K_     •  Monev-Back  Guarantee 

•  VlSA-MasterCard 

'  \'ot  available  mCA&  All 

^  1-800-433-4400 

;ountr\'  Farms 

Vlapie.  Traverse  City,  MI  49684 


Health/Fitness 


Executive  BackChair 


Engineered  for 
customized  orthopedic 
support  to  prevent ; 
relieve  back  pain. 

•HorwjRi-lili 

feature 
•Adju,stable 

neck  rest 

•Built-in  ad|ustablt. 
lumbar  suppon 

Net*'! 

To  fit  indiiidiiak  fmm  5'2"  up  to  6'6" 


BackSavcr  caU  1-800-25I-2225 

  li  lirs.  I  S(l0  i4.V%(l') 

S.^Jiffriy  .\vc-..  BWT..  ll.illiMoii.  II17^(, 


Menswear/Fashion 


The  best  underwear  anywhere. 

^^Siv^^SSl  Bo""!'',  t"™'^  undershirts, 
/fl  r  •'^i™  Finest quilin.  100^1, cotton 
^   VI'  4    VT.  fabncs  including  Sea  Island 
'     f  Cotton  No.  sold, n  stores 
i  jr  Fortxclusnecataiog- 

 it  ^  _ialtTHE'Afc_ 

n      ri  !n„ni.     I      «i  G«EEN  POND 

Dep.  12  jDuOHtJcUreeRJ  mVfPANrV 
,\iUia,C,\  50305,  I.800-827.POND     ^WIWrmN  I 


Corporate  Gifts 


3  us  ANY 
lESS  CARD 

igfavo  1  beaut- 
his  indestrucl- 
bfassiag  2'.' 
iect  10  go  on 
chain,  luggage,  attache  s,  etc  Useful  lile- 

Full  price  $10  each,  3  lor  $25  You  must  be 
I  or  your  money  back'  Solid  brass  chains 

We  ship  in  5  days  Mail  orders  direct  lo 
NGRAViNG  CO.,  522  Stevens  Cl,  Depl  2, 
Illinois  601 18 


5^ 

INC,  ■ 


"GO  NUTS 
WITH  US!" 


Fresh 

NEW  CROP  PECANS - 
3r  every  person  on  your  list.  Packed 

in  unique  gift  containers  • 
:hipping  and  gift  card  included. 
Free  Catalog  call  1-800-4PECANS 

p  0  60.  8M  ■  SlMcnerMlie  T.  7tJ.j'  ^ 


Ambassador  Lapel  Flags^ 
Your  Logo  with  any  2-flag  mix 
•  24K  Gold  finished    •  Full  colors 

•  100%  U  S  A  -made 
We  M  custom-make  any  emblem  for  you' 
Delivery:  14  business  days  Worldwide 
TME  Co.,  Inc.  101  Bel  Air  Drive 
New  Milford,  CT  06776.  USA 
(800)  535-5255  •  Fax  (203)  354-2786 


^PORATE  Apparel,  Luggage  and  Accessories 


or  write  for  Free  Catalogue. 
-800-648-3699    ♦   Fax  (216)  847-6760 


ssories 

M  AMIKAC  I  UKI^C 
5199  Mahoning  Ave  , 
Sune  E,  Warren, 
OH  44483 


't  e   Pocket  Briefcase 

'facts  quickly  and  inconspicuously 
ur  Pocket  Briefcase.  Write  freely  on 
rd  3  X  5  cards  and  store  them  in  a 
compartment.  The  flip  side  has  one 
rtment  for  your  business  cards  and 
•r  for  those  you  collect.  Made  of 
IMS  saddle  tan  leather  in  the  right 
hold  lots  of  cards  yet  still  fit  easily 
<■  jacket  or  pants  pocket.  (4'A "  x  6'/") 


TM 


■  5  ■•■  $5-95  shipping,  or  2  or  more  for 
5  (each) -(^  $5.95  shipping 
-Back  Guarantee  •  Catalog  on  Request 
jAf-thx/Dl/check  •8oo-s44-o88o 


LEVENGER* 


975  S.  Congres.s  Ave. 
Code  B  WPB 1 ,  Delrav.  FL  3144 S 


Wine  Cellars 


WINE  CELLARS  BY 

28  HANDMADE  WOOD  MODELS  ♦  1 1 4  TO  3400  BOTTLES  ♦  MAfoE  in  u  s  A 

'  ^  FACTORY  DIRECT  TO  KOi/ "'^^TscovTr^''' 


MODEL 

DESCRIPTION 

APPRX  CAPACITY 

SUGG 
RETAIL 

YOUR 
COST 

440 

Upright 

400 

S2495 

$1695 

700 

Upright 

600 

2995 

1995 

296 

Credenza 

280 

2695 

1795 

■  14 

Compact 

114 

1395 

995 

J  30 

Two  Doors 

230 

1795 

1195 

^OOFUR 

Fur  Vault 

8  to  10  Furs 

2995 

1995 

700HH 

His  and  Hers 

300  bottles  4/5  Furs 

3995 

2995 

Designers' non  wood  model  60  bottle  glass  door  899  659 

VinOtemp  Int'l  ♦  1 34  W  1 3 1  st  St  (PO  Box  6 1 6 1  EJ  ♦  Los  Angeles,  CA  9006 1 
CALL  800/777-VINO  (777-8466)  or  213/719-9500  fax  213/719-9518 

IMMEDIATE  SHIPMENT  ON  MOST  MODELS  WE  WILL  NOT  BE  UNDERSOLD  ♦  CALL  US  FIRST 


Corporate  Gifts 


Free  Shirt/Free  Logo 


Before  we  custom  embroider  your  logo  on  our  great  quality,  100%  cotton, 
American  Made  polo  shirt,  we'll  give  you  one  to  wear-test,  and  make  up 
your  logo,  tree.  Try  our  shirt,  see  your  logo.  Find  out  for  yourself  why  our 
shirt  wtth  your  logo  is  better  than  Lacoste  or  Ralph  Lauren.  Minimum 
order  just  12  shirts.  Free  shipping  for  international  orders.  More  Info?  Call 

1-800-847-4478       (Fax  1-718-782-4614) 
The  Queensboro  Shirt  Company 

Dept.  BW211,80N5ch  St.,  Greenpoint,  NY  11211 


Corporate 
Ties 

Ml  (150  pc.  minimum) 
▼Gain  recognition  from 
neckties  customized 
witfi  company  logo. 

Free  literature  upon  request. 
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Barnard-Maine  LTD. 

P.O.  Box  275 
Castine,  ME  04421 
Outside  ME  TEL:  207-326-91 79 

800  962-152(1  FAX:  207  J2lS-908n 


IMAGE 
BUILDERS 


PROMOTE  YOUR  BUSINESS! 

EVERYDA  YLOW  PRICES  ON. . . 


IMPRINTED  SOLAR 
CALCULATORS 
AS  LOW  AS 

$2.69 


IMPRINTED 
COFFEE 
MUGS  AS 
LOW  AS 

$1.29 


EMBROIDERED 
CAPS  AS 
LOWAS 

$3.99 


CAU  FOR  FREE  CATALOG 

1-800-792-2277 

FAX  1-510-786-1111 
THE  CORPORATE  CHOICE 


FOR  AD  RATES 

11  MDUSINtSSm^WttK 

BUSINESS  WEEK 

AND  INFORMATION 

MARKET-PLACE 

PHONE: 

100  EAST  OHIO  STREET 

(312)337-3090 

mUmntfmmT^^t  fit  » 

SUITE  632 

OR  WRITE: 

M  vl/UfnC  f  ff  LJILC 

CHICAGO,  IL  60611 

FAX:  (312)  337-5633 

Books/Cassettes 


"...their  finest  hour..." 
Hear  Churchill's  immortal  words 
in  his  own  great  voice. 
Wartime  Speeches  of 

Winston  Churchill 

2  cassette  set,  imported  from 
England,  $16  00  +  3,50  s/h. 
Powerful  and  inspiring. 

Order  toll-free  800.370  1066 

Davis  &  Co.,  P.O  Box  3816 
Portland,  Maine  04104 
tel:  207  780  1607 


BUSINESS 
PLAN 


PowerPlan  is  a  remaikable  3  vol  work- 
book set  to  do  your  solid  business  plan. 
No-nonsense  instructions,  questions,  & 

sample  Get  a  head  start  on  success 
30  day  guar  S69  95  -h  8.95  S/H 

362  Surber  Dr.  San  Jose,  CA  95123 

Business  Services 


Lawsuit 
Protection 


Everything  you  own  can  be  wiped  out 
by  a  lawsuit  or  a  serious  business 
reversal.  Now  there  is  a  new  book-- 
written  by  two  attorneys--devoted 
exclusively  to  Asset  Protection 
strategies  You'll  learn: 

•  Why  every  business  owner, 
property  owner  and  profes- 
sional needs  Asset  Protection 

•  How  to  protect  all  of  your 
property  from  lawsuits  and 
claims 

•  Why  Living  Trusts  and  gifts 
to  your  spouse  won't  do  the 
trick 

•  How  to  set  up  the  right  plan 
now  before  it's  too  late 

•  When  you  can  use  a  Foreign 
TWist  for  absolute  protection 

Call  to  Order 

LAWSUIT  PROOF  Protecting  Your 
Assets  From  Lawsuits  and  Claims 

1-800-223-4291  $49.95 

I  PLUS  $4  95  S&Hi  MasterCard  &  Vi.sa 
,30-DAY  Money  Bai  k  Guakantee 


Sales  Promotion/IVIarketing 


...  a  different  drummer 

Subscribe  now  to  ensure  you  receive  [he 
Diamond  Jubilee  Issue  ( winter  i99J). 

$16.50  a  year 


P  C  BOX  78008  BW 
INDNPLS,  IN  46278 


The  Language  Quarterly 

(MCmSA  ONLY):  800-999-2266,  OPR  15 


Sales  Leads  &  Mailing  Lists 


•  10  Million  U  S  Businesses  - 

•  78  Million  Consumers/Residents 

•  or  Any  List  You  Need' 

FREE  Catalog  Call  l«2)  331  7169  oi  write 
American  Business  Lists 

PO  Box  27347  •  Dept  01-062 
Omaha,  NE  68127  •  FAX  (402)  331-1505 


Business  Services 


INCORPORATE  IN  ANY 
STATE  BY  PHONE 


$99 


plus 

state  fees 


Call  toll  free  today:  (800)  877-4224 
CORPORATE  AGENTS.  INC. 


Travel/Golf 


FAIRWAYS 

oftheWORLD 


GOLF  HOUDAY  SPECIALIST 

USA,  Caribbean,  Europe, 
Florida.  Golf  Cruise 

305-566-4994 


Education/Instruction 


FREE  VIDEO 


EXTERNAL  DEGREES 

BA/BS  MS/MBA  PhD/JD 
Credit  for  work  /life  exp  •  Accredited 
(800)  444-8569  (24  hrs.) 

LaSalle  University 

Dept.  569  Mandeville,  LA  70470-4000 


COLLEGE  DEGREE 

BACHELORS  •  MASTERS  •  DOCTORATE 

For  Work,  Life  and  Academic 
Experience  •  No  Classroom 
Anendance  Required 

Call  (800)  423-3244 

or  send  detailed  resume 
lor  Free  Evaluation 

Pacific  WesU'rn  I'niversity 

600  N  Sepulveda  Blvd  DepI  170 
Los  Angeles  CA  90049  USA 


MBA  Degrees 

through  home  study  in  Ivtarketing. 
Management,  Human  Resources, 
Health  Care  Administration,  Inter- 
national Business,  Save  time,  effort 
and  money  for  AA,  BBA  &  MBA. 
Get  the  facts  and  see  for  yourself 
Call  (800)  477-2254,  Southern 
California  University,  202  Fashion 
Lane-BW,  Tustin  CA  92680 


RESEARCH  REPORTS 

19,850  academic  topics  available! 
Send  $2  00  for  the  290-page  catalog 
Custom-written  reports  also  available 
RESEARCH  ASSISTANCE 
1  1332  Idaho  Ave  ,  #206BF, 
Los  Angeles,  CA  90025 
Toll  Free  Hotline:  800-351-0222 
(California  31 0-477-8226) 


Business  Financing 


We  Have  The 
Financing  Sources 
You  Didn't  Find  L 


Over  5,000  aggressive  lenders  & 
equity  investors  on  computer  diskette, 

DauMcrgc,  inc, 
800-228-1372 


Free  Demo  Disk 


Cable  TV 


FREE  CATALOG!  1-800^345^8 
JERROLD  HAMLIN  OAK  ET 

CABLE  TV  OESCRAMBLER 


•  Special  prices'  •  Compare  Our  Low  Re 
Prices'  •  Orders  From  Stock  Stiipped  Immediat 
•  Guaranleed  Warranties  &  Prices! 
•All  Ma|or  Credit  Cards 
PACIFIC  CABLE  CO  ,  INC, 
7325V;  Reseda,  Dept  861    Reseda,  CA  91: 
For  catalog,  orders  &  info  1-800-345-89 


CABLE  TV  DESCRAMBLEf 

CONVERTERS,  ACCESSORII 

Name  Brands,  Lowest  Prices,  Best  Serv 
For  FREE  16-page  color  catalog  cal 

"coM5f-:y°M800)234.10( 


CABLE  T.V.  EQUIPMENT 
Why  Pay  High  Rental  Fees' 


Replacements  lor  all  models  60  day  urj 
ditional  money  back  guarantee.  Low  PrI 
Ship  within  24  hours  SSAE  (or  free  caJ 
Visa,  MC,  COD  Let  our  experience  wor| 

1-800-243-3967 

SKYLINE  SYSTEMS  INC. 
114  S.  Euclid  Ave. 
Parh  Ridge,  IL  60068 


Newsletters/Periodicalj 


Environmental  Law  Neii 

ELK'  is  a  monthly  newslet! 
for  managers  who  want  to  'v 
low  environmental  legal  dev' 
opments  around  the  country' 
one  year  subscription  is  $^ 
For  a  sample  Issue  call 
1-800-225-0790 
^  ^(708)  256-1270  (Fax) 
«wEnvironmental  Law  Nei 
Jj|         P.O.  Box  146 
Wilmette,  IL  60091-01 


ADVERTISE  IN  THE  BUSINESS  H/EEAC  MARKETPLACE... 
AND  REACH  6.8  MILLION  RESPONSIVE  READERS!! 

For  rates  and  information  mail  or  fax  this  coupon  today!  The  next  Marketplace  section  closes  on  November  24. 

NAME:  


COMPANY: 
ADDRESS: 
CITY:  


PHONE: 


STATE: 


FAX: 


ZIP: 


Mail  or  fax  to: 


Business  Week  Marketplace 
100  East  Ohio  Street,  Suite  632 
Chicago,  IL  60611 


on  a  higher  plane 


a 


two  mou  maintops  —  one  in 
upstate  New  York,  one  in  northern 
Italy — Columbia  Business  School  offers  a 
system  of  executive  education  designed 
for  lifelong  career  development. 


For  more  than  40  years,  for  individuals 
and  management  teams  alike,  the 
Programs  have  been  a  source  of  new 
ideas  with  immediate  and  long-term 
applications 

If  you  want  to  take  your  career  to 
a  higher  level,  learn  more  about  how 
Columbia  Business  School's  one-  to 
four-week  executive  programs  can  help. 

Begin  by  sending  for  the  1993 
Executive  Programs  catalogue. 

Columbia  Executive  Programs 

324  Uris  Hall,  Columbia  University, 
Dept.  425,  New  York,  NY  10027 
Fax  (212)  316-1473 

For  1993  program  dates  and  a  catalogue, 
please  mail  or  fax  this  coupon  or  call 
(212)  854-3395,  ext.  425. 

Name  


Company 
Address  


(Title) 


City_ 


-  Zip_ 


Country  . 


1993  PROGRAMS 

SENIOR-LEVEL  GENERAL 
MANAGEMENT  PROGRAMS 

Executive  Program  in  Business  Administration 
(EPBA):  Managing  The  Enterprise 

Executive  Program  in  Intemational 
Management  (EPIM):  Managing  for 
Global  Success 

BUSINESS  STRATEGY  PROGRAMS 

Business  Strategy 

Intemational  Strategy;  Winning  Globally 
Achieving  the  Sustainable  Turnaround 
LEADERSHIP  &  CHANGE  PROGRAMS 

Managing  Strategic  Innovation  and  Change 

Leading  and  Managing  People 

Creating  the  Customer-Oriented  Firm 

Managing  Cultural  Diversity 

Managing  Business  Processes 
fA  New  Program) 

FUNCTIONAL  MANAGEMENT  PROGRAMS 

Marketing  Management 
Sales  Management 

Market  Analysis  for  Competitive  Advantage 

Managing  Operations  for  Competitive 
Advantage 

Accounting  and  Financial  Management  for 
the  Non-Financial  Executive 

Financial  Management 

Human  Resource  Management:  Effecting 
Change  Beyond  the  1990's 

EUROPEAN  PROGRAMS 

Marketing  Management 
Managing  Strategic  Innovation  and  Change 
Managing  Turnarounds  &  Strategic  Alliances 
Financial  Policy  in  the  Global  Market 
Intemational  Strategy 


@ 


COLUMBIA 
BUSINESS 
SCHOOL 


Program  of  Interest  _ 
Phone  


EDITED  BY  AMY  DUNKIN 


usiness 


Electronics 


CAMCORDERS:  CATCHING 
THE  LATEST  ACTION 


The  video  camera  has 
come  a  long  way  from 
the  shoulder-hruisiiiK  l)e- 
hemoths  that  only  parents 
with  small  children  could  love. 
Today's  diminutive  models  are 
lightweight  gizmos  whose  fea- 
tures are  improving  faster 
than  any  product  since  the 
desktDj)  computer.  TV  news 
crews  are  even  using  the 
same  models  consumers  buy. 
The  key  to  camcorder  shoj)- 


SONY  TR-101 

FEATURES:  Hi8;  Steady 
Shot  technology  steadies 
shaky  image 
PRICE:  $1,800 


with  newer  compact  VHS-c 
models  or  8mm  tape  systems 
pioneered  by  Sony.  VHS-c 
tapes  will  pop  into  your  VCR 
with  the  aid  of  an  adapter, 
hut  you  can  also  play  tapes 
by  plugging  the  camcorder  di- 
rectly into  a  TV  set. 

For  my  money,  nothing 
beats  8mm  camcoi'ders.  One 
8mm  tape  records  up  to  two 
hours  vs.  30  minutes  for  most 
VHS-C  cameras,  and  it  has  bet- 
ter sound  quality.  Whichever 
type  you  choose,  consider  get- 
ting the  "high-band"  versions, 
such  as  Super  VHS,  H-VHS, 
His.  oi-  Hi-l>and  8mm.  The  im- 
proved picture 


ping  1-  deciding 
which  features  ai'f  important 
to  you  and  how  much  you 
want  to  sjjend.  Be  aware  that 
list  prices  never  apply:  If  the 
camei'a  isn't  already  on  sale, 
you  can  usually  negotiate  with 
the  dealer.  The  weekc-nd 
videographer  can  find  a  good, 
older-model  camera  for  $500 
and  a  superb  compact  for 
$800.  The  most  advanced  gad- 
getry  will  I'un  around  $1,500. 

First,  decide  what  video 
format  you  want.  The  full-size 
VHS  is  convenient  because  the 
tapes  pop  directly  into  your 
VCR.  But  the  cameras  are 
large  and  heavy  compared 


has 
Hi8 


quality  is 
worth  the  extra 
$10(1  or  $200. 
ENERGY  SAVER.  One  of  the 

most  popidar  cameras 
been  Sony's  TR-81,  a 
model  that  fits  snugly  in  one 
hand  for  $1,400.  But  this  sum- 
mer, Sony  outdid  itself  with 
the  TR-101.  almost  identical 
in  ajipearance  except  for  a 
larger  lens.  The  real  innova- 
tion of  the  TR-101.  which  lists 
for  $1,800,  is  its  ability  to 
steady  the  image  even  when 
the  hand  holding  the  camera 
is  shaky.  Called  Steady  Shot, 
it's  liased  on  technology  Sony 
licensed  from  Canon.  Tiny 
sensors  measure  the  camera's 
shake  and  actually  bend  a 
flexibk'  lens  back  and  forth 
to  keep  !  he  image  centered. 
Canon,  for  some  reason,  has 


put  the  image-stabi- 
lizing feature  only  on 
its  semiprofessional  ver- 
sions, such  as  the  $2,999 
LI,  the  Hi8  camera 
c\\  took  to  the 
Persian  Gulf. 

Other  mak- 
ers offer  digi- 
tal image  sta- 
bilization. This 
a  p  p  r  o  a  c  h 
which  uses  soft 
ware  technology 
saves  power  and  bat- 
tery life  but  sacrifices  some 
image  quality.  .JVC,  Panason- 
ic, and  Hitachi  offer  it  on  sev- 
eral VHS  and  8mm  cameras. 
In  its  $1,800  VM-H39A,  Hi- 
tachi compensates  for  image- 
quality  loss  by  using  larger 
CCD  chips,  the  electronic  cir- 
cuits that  actually  capture  the 
image. 

If  reaching  for  the  lightest, 
smallest  camei'a  is  your  pvi- 
ority,  choose  8mm.  Most 
VHS-c  or  8mm  camcoi'ders 
weigh  about  two  pounds  not 
including  the  battery,  but  the 
bantam-weight  competition  in- 
creases almost  daily.  Canon 
offers  the  CCl  ($1.7991  8mm 


SHARP  VL-MX7U 

TWINCAM 

FEATURES:  HiB;  uses  dual 
lenses  to  create  window 


images 
PRICfc  $1,449 


CANON  LI 

FEATURES:  HiB;  can  add 
special  effects  such  as  t 
ties  and  close-ups 
PRICE:,  $2,999 


camera,  and  the  l  ('S'_ 
$1,699  higii-band  version, 
just  1.2  pounds.  Hitachi'^  I 
band  VM.-H39A  weighs  i 
1.3  pounds.  Sony's  siii:i 
Hi8  is  the  TR-200  ai 
pounds  and  $1,(500.  Thai 
also  comes  with  a  sepa 
docking  station  that  phi'.;^ 
the  TV.  You  can  then  si  in 
neously  play  back  your  \ 
and  ix'charge  the  Ijattcrii 
SLOW  FADE.  If  simplii'it 
your  bag.  try  an  autom 
camera.  Many  pick  the  n 
focus,  shutter  size,  and  s' 
when  you  make  a  simpL 
lection,  such  as  a  sports 
ting  to  catch  quick  actioi  ^ 
this  categoi-y  are  Sony' 
models  and  Fisher's  FVC 
Bevond  that,  the  tiiffei '! 


It 
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en  a  useful  feature  and 
mic-k  is  largely  a  mat- 
taste.  Interested  in  wa- 
orts?  You  can  drop  Hi- 
8mm  VM-SPIA  into  a 
Special  effects?  The 
LI,  JVC's  compact  VHS 
7PR0,  Canon's  UCS3. 
ony's  V-Series  cameras 
id  titles,  instant  close- 
dissolves,  and  freeze 
5.  Think  you'll  need  dif- 
lenses?  Unscrew  the 


front  lens  from  JVC's  GR-SZl 
and  you're  left  with  an  ultra 
wide-angle  camera.  Sharp's 
Twincams  come  with  super 
wide-angle  and  zoom  lenses 
built  in,  and  even  let  you 
shoot  through  both  at  once, 
for  an  image  within  an  image. 
A  few  cameras  have  color 
viewfinders,  but  Lancelot 
Braithwaite,  technical  editor 
for  Video  Magazine,  warns 
that  it  mav  be  harder  to  tell 


if  you're  in  focus  with  these 
systems.  Sharp's  VL-HLIOOU 
ViewCam  comes  with  a  flat- 
l^anel  viewfinder,  so  you  can 
hold  the  camera  over  a  crowd 
and  see  what  you're  filming. 

One  more  note:  Many  man- 
ufacturers sell  their  cameras 
to  other  companies,  which 
market  them  under  their  own 
names.  Sony  sells  to  Ricoh, 
Nikon,  and  Yashica,  while 
Panasonic  makes  cameras  for 


Quasar,  and  JVC  for  Minolta. 
You  can  find  out  the  eciuiva- 
lents  by  checking  video  mag- 
azines or  Consumer  Reports 
Biu/imj  Guide.  When  deciding 
between  clones,  you'll  want 
to  get  the  best  combination 
of  price  and  warranty.  But 
think  twice  about  paying  ex- 
tra for  one  model  just  because 
it  has  a  longer  warranty.  Re- 
tailers admit  that  camcorders 
rarely  lireak.  Richard  Brandt 


personal  computer 
,  teaching  you  to  purler 
kfratK^ais  or  hablar  es- 
'  It's  possible,  within 
,  thanks  to  software 
ble  for  IBM-compatible 
id  Apple  Macs.  They're 
led  to  help  students 
French,  Spanish,  Ger- 
talian,  or  Japanese  with 
■r  efficiency  than  tradi- 
solo  methods  based  on 
and    cassettes  or 

Is. 

I't  think  these  progi'ams 
it  you  avoid  the  hard 
that's  required  to  speak 
te  in  another  language, 
rely  on  rote  methods: 
:'  drills  in  grammar,  vo- 
iry,  and  con\'ersational 
But  by  responding  to 
nstantly,  by  recorded 
or  visually,  they  may 
your  attention  better 
I  book  or  a  tape, 
bably  the  most  sophisti- 
courses  on  the  market 
)m  HyperGlot  Software 
)xville,  Tenn.  Its  Berlitz 
&  Talk  series,  for  be- 
•s,  is  in  French,  Span- 
ilian,  and  German,  with 
ise  soon  to  come.  Em- 
?  Berlitz's  total-immer- 
nethod,  the  programs 
ly  the  language  they're 
ig— no  English.  Tliey  ef- 
ly  turn  your  PC  into  a 
ip  projector,  displaying 
ces  of  color  illustrations 
11  simple  stoi'ies.  Visual 
nd  a  liberal  use  of  cog- 
help  you  figure  out 
3  say  in  response  to  di- 
^  played  from  as  many 
■  compact  disks. 
lAR  DRIUS.  HyperGlot's 
0  Speak  series  adheres 
ore  traditional  philoso- 
lastering  grammar  is 
)st  important  step  in 
g  the  language  as  a 
To  that  end.  Learn  to 


Software 


AND  IT  WON'T 
CRITICIZE  YOUR  ACCENT 


Speak  offers  explanatory 
notes  in  grammar  and  usage, 
mostly  in  English,  along  with 
more  than  100  gi'ammar  drills. 
The  programs  respond  in- 
stantly when  you  type  a 
wrong  answer. 

Both  HyperGlot  language 


that  comes  with  a  micro- 
phone, you'll  be  able  to  re- 
cord your  responses  on  the 
Mac  and  compare  them  with 
the  pro.gi'am's  sound  clips.  For 
older  machines,  you'll  need  to 
add  a  $100  sound  board 
For  those  who  want  extra 


LANGUAGE  LESSONS  ON  YOUR  PC 


Program/Company 

List  price 

Description 

BERLITZ  THINK  AND 
TALK  SERIES/HyperGlot 

5199.00 

Learn  to  speak  and  read 
through  total  immersion  method 

LEARN  TO  SPEAK/ 
HyperGlot 

99.00 

Instruction  with  emphasis  on 
grammar 

VOCABULEARN/Penton 

59.95 

Vocabulary  drills,  in  three  levels 

LANGUAGE  ASSISTANT/ 
MicroTac 

99.95 

Translates  words  and  sentences 
to  and  from  English 

DATA:  BW 

courses  require  a  CD-RoM 
drive  for  your  computer— a 
$300  to  $500  investment- 
which  lets  the  progi'am  select 
and  play  recorded  segments. 
If  you're  running  the  pro- 
grams on  a  newer  Macintosh 


practice  in  certain  skills, 
there's  a  wide  range  of  soft- 
ware available.  Penton  Over- 
seas in  Carlsbad,  Calif.,  offers 
the  VocabuLearn  series. 
Available  in  three  levels  of 
difficulty,    they    run  vou 


through  flash-card-like  drills. 
Each  level  covers  some  1,500 
words  and  phrases,  display- 
ing them  one  by  one  in  either 
English  or  a  foreign  lan- 
guage—your choice.  You  can 
randomize  the  word  order,  ad- 
just the  time  you're  given  to 
type  in  the  right  translation, 
and  skip  words  you  no  longer 
need  to  practice. 

Penton  also  produces 
graphical  software  for  the 
Mac  called  Picture  It!  These 
$69.95  programs  can  display 
more  than  500  drawings  ac- 
companied by  a  recording  of 
the  corresponding  word. 
QUICK  TRANSLATION.  Hyper 
Glot,  meanwhile,  offers  Pro- 
nunciation Tutor,  Tense  Tu- 
tor, and  Word  Torture.  The 
latter,  at  $60,  can  drill  you  in 
1,600  or  more  vocabulary 
words.  You  can  add  your  own 
words,  too.  HyjjerGlot's  Read- 
ing Lab  series  helps  you 
through  foreign  short  stories. 
Click  on  a  puzzling  word  in 
Guy  de  Maupassant's  The 
Necklace,  for  example,  and  the 
program  translates.  Wlien  fin- 
ished, test  your  comprehen- 
sion with  a  series  of  trvie/false 
questions. 

The  PC  can  be  put  to  work 
as  a  translator,  too,  but  only 
in  a  limited  way.  MicroTac 
Software's  Spanish,  French, 
German,  and  Italian  Assis- 
tants translate  your  sentences 
to  or  from  English.  But  don't 
expect  polished  prose:  Most 
translation  pro.grams  are  de- 
signed to  handle  business  doc- 
uments containing  few  id- 
iomatic phrases. 

If  you  don't  have  time  for 
regular  language  lessons,  a 
computer  tutor  may  be  your 
next-best  choice.  Ultimately, 
it's  the  most  patient— albeit 
mindless— drillmaster  you 
could  ask  for.       John  Verity 
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Personal  Business 


Smart  Money 


TAKING  STOCK 

OF  BANK  MUTUAL  FUNDS 


Alter  years  of  being 
bombarded  with  ads, 
riKJSt  people  know 
the  names  of  the  big  mutual- 
fund  houses:  Dreyfus,  Fideli- 
ty, Vanguard,  and  so  on. 
Less  familiar  are  the  grow- 
ing ranks  of  bank  "house- 
l)rand"  funds.  More  than  100 
banks  now  hold  $157  billion 
in  851  proprietary  funds. 
With  many  banks  aggres- 
sively marketing  their  funds, 
how  d<j  they  stack  up  against 
the  more  established  non- 
bank  players? 

Bank  funds  tend  to  clus- 
ter around  the  median  of 
performance  for  fund  cate- 
gories, says  Geoffrey  Bobroff 
of  Lipper  Analytical  Ser- 
vices. Banks  may  operate 
with  "more  of  a  trust-de- 


09.90%  average  for  all  such 
mutual  funds. 

Most  banks  sell  their  own 
funds  alongside  those  of  tra- 
ditional fund  providers.  If 
such  funds  have  a  load,  they 
cost  no  more  to  l)uy  in  a 
bank  than  from  a  broker  or 
the  sponsor.  But  if  the  fund 
is  no-load,  a  bank  may  take  a 
transaction  fee  and  a  small 
percentage  of  assets.  Buying 
from  the  sponsor  is  cheaper. 
CONVENIENT.  While  loads  are 
trending  down  oi'  being  elim- 
inated by  the  traditional  fimd 
families,  few  l)anks  offer  no- 
load  funds.  Loads  on  bank 
funds  are  usually  4%  to  5%. 
Among  the  few  bank  no-load 
fund  families  are  the  Laurel 
Fund  family  offered  by 
Mellon    Bank    and  Fleet 


SOME  OF  BANKING'S  BEST 


Fund  name/Bank 

3  yr.  lolol  relurn' 

1  yr,  total  return' 

VISTA  GROWTH  &  INCOME/ 
CHASE  MANHAHAN 

78.91% 

12.92% 

WESTCORE:  BOND  PLUS/ 
FIRST  INTERSTATE 

39.19 

12.66 

THOROUGHBRED:  FIXED  INCOME/ 
FIRST  NATIONAL  BANK  OF  LOUISVILLE 

36.92 

12.28 

■As  of  Sepi  30,1992 


DATA  UPPER  ANALVTiCAl  SERVICES  INC 


partment  philosophy  of  man- 
aging money  rather  than  hit- 
ting home  runs  or  a  'shoot 
the  lights  out'  concept,"  he 
says 

There  are  some  notable 
and  aggressive  standouts, 
however.  In  a  list  of  the  25 
best-performing  equity  funds 
for  the  five-year  period  end- 
ing Sept.  30,  Chase  Manhat- 
tan's $136  million  Vista 
Growth  &  Income  Fund  held 
the  top  spot,  with  a  29.7% 
average  annual  return.  The 
$37  million  Vista  Capital 
Growth  Fund  grabbed  sec- 
ond place,  averaging  about 
23.4%  a  year.  Bank  of  Amer- 
ica's Pacific  Horizon  Aggres- 
sive Growth  Fund  is  another 
star,  up  62.5%  over  five 
years,  coinpared  with  the 


Financial's  Galaxy  Funds. 

Banks  use  convenience  as 
a  selling  point.  Citiljank  links 
its  $2.7  billion  family  of 
Landmark  funds  to  other  ac- 
counts, so  customers  can 
buy,  sell,  or  exchange  funds 
through  Citi's  automatic- 
teller  machines.  At  Chase, 
money  in  a  Vista  fund  counts 
toward  the  balance  recjuired 
for  waived  fees  on  checking 
accounts. 

However  convenient,  I'nost 
bank  funds  lack  a  track 
record.  While  banks  may 
capitalize  on  a  reputation  for 
trust,  their  funds  aren't  cov- 
ered by  deposit  insurance 
and  should  be  approached 
Hke  any  fairly  new  invest- 
ment option— with  healthy 
caution.       Suzanne  Woolley 


SURPRISINGLY  POWERFUL  AND  ROOMY:  THE  '93  ALTIMA  GXE 


Autos 


A  STYLISH  SEDAN 
—SANS  STICKER  SHOCK 


When  details  about 
Nissan's  new  Alti- 
ma  started  to  leak 
out  last  spring,  it  seemed  the 
company's  best  shot  at  the 
fiercely  competitive  family- 
sedan  mai'ket  was  a  bit  off 
the  mark.  Unlike  Foixl's  Tau- 
rus and  Toyota's  Camry,  the 
Altima  would  have  no  V-(i 
version.  The  styling  was 
deemed  too  controversial  for  a 
segment  led  by  Honda's  con- 
servative Accord.  And  the  cai' 
appeared  small  for  its  class. 

But  Nissan  saved  the  most 
important  detail  for  last:  the 
price.  The  company  figured 
recession- weary  consumers 
were  searching  for  good  val- 
ue. And  at  an  eye-opening 
$12,999  foi-  the  base  model, 
the  Altima  ended  up  in  the 
thick  of  the  competition. 

It  turns  out  the  four-cylin- 
der engine  grinds  out  more 
horsepower  than  Ford's  en- 
try-level V-6.  Zero-to-60  ac- 
celeration has  been  tested  at 
8.0  seconds,  just  shy  of  that 
of  the  V-6  Camry,  whose 
sticker  starts  at  $4,000  more. 
And  while  the  car  is  shorter 
than  its  competitor's,  appear- 
ances can  be  deceiving.  De- 
signers at  Nissan's  San  Diego 
studios  have  pulled  off  a  stun- 
ning bit  of  tivDtpc  I'oeil. 

They  started  with  a  roomy 
cabin  and  blended  the  ti'unk 
and  hood  space  around  that. 
The  result  is  exceptionally 
generous  headroom— even 
with  an  optional  sunroof— and 
ample  legroom  for  six-footers 


in  back.  The  car,  like  the 
cord,  is  narrower  than 
Taurus  and  Cami-y,  w 
means  that  three  adults  in 
rear  seat  is  a  tighter  s(iu( 
But  luggage  space,  seemi 
diminished  by  the  car's 
usual  downward-sloping  ti 
line,  is  plentiful. 
BOTHERSOME  BELTS.  Til 
ma's  interior  ranks  with 
best  of  the  Japanese  car 
ers,  with  simple,  well-laic 
audio  and  climate  conti'ols 
an   uncluttered  instru 
l)anel  with  white-on-blac 
als.  Imitation  wood  tri 
upscale  models  is  under 
ed,  and  the  front  seats 
excellent  lateral  and  lu 
support.  The  car"  comes 
a  driver's  airbag.  The 
gaffe:  those  annoying,  rem 
ized  seatbelts. 

Nissan  expects  most 
ers  to  opt  for  the  step-uiF 
model,  which  starts 
$14,024.  It'll  add  an  op 
package  of  air-conditio 
cruise  control,  and  a 
speaker  audio  system 
$1,000  more.  Still,  t 
$1,500  less  than  a  simila 
cord,  or  $2,000  off  a  fourfl 
der  Camry.  Including 
features  as  antilock  br 
sunroof,  compact-disk  p 
and  leather  upholster^ 
drive  the  sticker 
$20,000. 

That's  a  bar"gain  foi 
tin-es  usually  found  on 
luxury  cars.  And  the 
is  ti'uly  a  bargain  amonj 
ilv  sedans.    Lwry  Arm 
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PERSONAL 


To  build  the  country's  bes1 
educated  work  force,  you 
we  to  start  at  the  begiimiri 


you  want  to  compete  in  the  2 1st 
ury,  you're  going  to  have  to 
N  the  language.  And  the  language 
;'t  always  be  English, 
lat's  why  the  public  school  system 
iirfax  County  offers  language 
lersion  programs  in  Japanese, 
lish  and  French.  The  goal  is  to 
e  students  fluent  by  junior  high, 
by  adulthood,  more  competi- 
in  world  trade. 

trward  thinking  programs  like 
e  are  why  the  tenth  largest 


public  school  system  in  tlie  nation  is 
also  one  of  the  nation's  best  Mean 
SAT  scores  for  Fairfax  County 
students  are  75  points  higher  than 
national  averages.  Nine  out  of  ten 
gi'aduating  seniors  plan  to  go  on  to 
some  form  of  higher  education.  Tlie 
Thomas  Jefferson  High  School 
for  Science  and  Technology  leads 
the  nation  in  numbers  of  National 
Merit  Semifinalists. 

No  wonder  55%  of  Fairfax 
County  adults  are  college  graduates. 


And  more  than  20,000  are  Ph.D's. 

Want  to  learn  more?  Call  us 
or  send  in  the  coupon.  You're  in  for 
an  education. 

^Please  send  me  more  it\fonnatinn  on  locating  my  ~^ 
busines!^  in  Fuirfas  Caunh: 
Name  


Title   

Company  . 

Address  

City  

Zip  


State 


Phone 


FaitftLT  Cijunly  Economic  Development  .■lulhority 

Sido  Boone  Boulmird,  Suite  450.  I  lenna,  I  Irginia  221/12 

Telephone  703'79U  fl6()0.  Fur  70)  89)-126V  bw7 


lirfax  County,  Virginia.  The  21st  Century  Is  Here. 


E 


ersonal  Business 


Faithful  readers  of  this 
section  may  I'emember  a 
rathei-  touchy-feely  piece 
on  hyjinotism  that  ran  aliout 
18  months  ago.  I,  the  subject, 
was  supposed  to  go  into 
ti'ances  and  kick  my  23-year 
smoking  hal)it.  I  went  into 
trances.  I  did  not  kick  the 
habit. 

This  summer,  my  disgusted 
editor  ordered  me  to  get  a 
prescription  for  a  nicotine 
patch.  I'm  wearing  one  now, 
on  my  left  deltoid.  It  looks 
like  an  oversize  Band-Aid,  ex- 
cept "nicotine/21  MG/24  HR" 
is  pi'inted  on  it  in  brown 
block  type.  I  put  on  a  fi-esh 
one  every  day.  Choosing  a 
new  site  isn't  as  stimulating 
as  my  morning  cigarette 
used  to  be,  but  I  try  to  en- 
joy the  ritual. 

Nicotine  patches  hit  the 
drugstores  with  a  bang  in 
Decemlier,  1991.  Initially,  so 
many  smokei's  tried  them 
that  manufacturers  couldn't 
keep  up  with  demand.  Con- 
sumer fervor  cooled  last 
spring,  when  Sturdy  Memo- 
rial Hospital  in  Attleboro, 
Mass.,  reported  treating 
five  patch-wearers  for  heart 
attacks:  They  smoked  while 
wearing  their  patches,  and 
nicotine  overdose  pushed 
their  blood  pressure  dan- 
gerously high.  Subsequent- 
ly, addicts  found  that  using 
patches  didn't  detox  them 
overnight.  "People  need  to 
understand  that  slapping  a 
patch  on  your  arm  is  not  a 
solution,"  .says  Jerie  Jordan, 
editor  of  the  American  Can- 
cer Society's  World  S)i)i>k- 
iiifl  &  Hcal/li  magazine. 
BAD  DREAMS.  But  these 
sticky  little  things  help  a 
lot.  The  four  types  cm-rently 
on  the  market  all  work  much 
the  same  way:  They  deliver 
nicotine,  the  addictive  sub- 
stance in  cigarettes,  to  the 
bloodstream  transdermally, 
while  the  wearer  learns  to 
live  smoke-free.  A  smoker's 
life  is  a  series  of  peaks  and 


Health 


CONFESSIONS  OF 

A  NICOriNE-PATCH  WEARER 


valleys,  controlled  by  the 
number  of  cigarettes  smoked. 
The  patch  smooths  these  out, 
eliminating  the  acute  physical 
craving  that  follows  a  nicotine 
"fast." 

Ciba-Geigy's  Habitrol  (the 
one  I  use)  and  Marion  Mer- 
rell  Dow's  Nicoderm  are  vir- 


drawal  from  22  mg  of  nico- 
tine a  day  to  11  mg  after  sev- 
eral weeks.  A  month's  supply 
of  patches  costs  from  $123  for 
30  21-mg  Habitrols  to  $90  for 
11-mg  ProSteps. 

The  most  widely  reported 
side  effects  are  skin  irritation 
and  sleep  disturbances  rang- 


tually  identical.  Worn  round 
the  clock,  they  come  in  three 
dosages  and  are  designed  to 
wean  heavy  smokers  gradu- 
ally, over  two  to  three 
months.  American  Cyanamid's 
ProStep,  also  a  24-hour  patch, 
comes  in  just  two  dosages,  re- 
(juiring  a  fairly  sharp  with- 


ing  from  insomnia  to  night- 
mares. Many  patch  users  re- 
port a  slight  tingling  or 
itching  sensation  when  they 
first  apply  a  patch  to  virgin 
territory,  but  unless  you  have 
unusually  sensitive  skin,  these 
symptoms  subside  cjuickly. 
Sleep  disturbances  are  an- 


other story.  My  drear 
marathons  of  subconsci 
olence  and  sexual  mis 
ture,  from  which  I  aw£ 
hausted.  In  part  to  a 
such  problems,  Warne 
bert  introduced  Nicoi 
patch  that's  worn  only 
the  day.  The  drawbs 
course,  is  that  heavy 
ers  waking  up  after 
nicotine  fast  are  more 
to  cheat,  as  it  takes  a 
of  hours  for  a  fresh  pj 
Ijegin  drug  delivery. 
NO  FOOLING.  Smoking 
tion  experts  stress  the 
is  most  effective  whc 
plemented  by  behavic 
ification  therapy  or 
help  program.  An 
patch  is  worthless 
used  coiTectly.  Weari 
at  work  because  coll 
go  ballistic  at  a  whif 
bacco,  only  to  strip  i' 
the  evening,  won't  h( 
quit.  "It's  like  any 
prescription  medicatic 
shouldn't  fool  aroum 
it,"  says  Hildy  Dillon 
ager  of  the  Americar 
Assn.'s  Smoking  or 
jirogram. 

I  siiould  know.  A 
cigaretteless  montl 
patch  slipped  off  my 
skin  during  a  high-( 
rock  'n'  roll  concert 
enough,  thi'ee  hours 
was  smoking  again, 
then,  I  have  cheated 
on  and  off  the  pate 
guiltily  sneaking  snl 
clepending  on  my  1( 
sanity.  When  my  | 
reads  this,  he'll  pri 
make  me  write  a  fiii 
son  story  on  liquid  c: 
But  I  haven't  Ic 
battle  against  my  adfi 
"Most  smokers  have  ti 
at  least  two  or  three  ; 
quit  attempts  before  tp 
tually  succeed,"  says  th . 
Dillon.  Each  relapse,  \> 
perts  tell  me,  is  part^: 
quitting  process.  If  |r 
could  stay  in  a  tran([ 
it's  all  over.  Joan 

 1- 

plans  are  subject  to  2Q 
holding  as  of  Jan.  1.  W 
can  borrow  without  th; ' 
holding  if  you  buy  a  p  n 
residence,  the  loans  p 
payable  within  five  yfr 
you  meet  other  limits; 


Wol-th  Noting 

■  FOREIGN  FINANCES.  U.S.  Na- 
tionals Working  Abroad:  Tar 
and  Other  Matters  can  assist 
executives  posted  overseas  in 


complex  tax  planning.  Send 
$2  to  Coopers  &  Lybrand,  Na- 
tional Tax,  1800'  M  Street 
NW,  Washington.  D.C.  20036. 
■  LEGAL  LIBRARY.  Need  a  pre- 
nuptial  agi'eement,  living  will, 
or  any  of  28  other  legal  docu- 


ments? Bloc  Publishing's  Per- 
sonal Law  Firm  software 
pi'ints  out  i)ersonalized  forms. 
■  TAXING  TAKEOUT.  The  In 

ternal  Revenue  Service  ruled 
that  hardship  withdrawals 
from  tax-deferred  retirement 


WHO  LOOKS  OUT 
FOR  TIC 
UTTLEGUY? 


Florist  Makes  Special  Arrangements.]  They're  up  at  3  a.  m.  By  5,  they're  at  the  flower  market 
irching  out  the  best  blooms  at  the  best  piices.  They  work  as  hard  as  a  business  with  many  more 
les  the  staff.  Maybe  even  harder.  ~  That's  why  they  deserve  the  same  quality  health  plan  at  the  same 
sic  cost  bigger  businesses 
:.  ~  Kaiser  Permanente. 
I  company  coverage  even 
our  company  is  only  four 
ployees  big.  Call  us  for 
ails  at  (800)  444-7037. 


JSER  PERMANENTE 

Good  People  Good  Medicine 


1  Kaiser  Permanente 
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134B-CA 


ne  the  bills  even  closer. 


Auditing  a  complicated  hospital  bill  is  a 
delicate  operation.  It  takes  years  of  experience 
and  a  laser-sharp  pencil.  Last  year,  audits  by 
Blue  Cross  of  California  uncovered  enough 
unnecessary  charges  to  save  our  members  up 
to  \b%  on  major  claims.  This  kind  of  managed 
care  means  hundreds  of  thousands  of  dollars 
saved  on  everything  from  aspirins  to  X  rays. 
We  make  the  system  work  for  you!" 

Blue  Cross  of  California 
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LE  GRAND 

Lifetime  Mechanical  Warranty 

Available  at 

M  E  R  K  S  A  M  E  R 
Jewelers 

1-800-366-4111 

or  call  1-800-556-7354 
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'litis  ininf/iimciiicut  is  neither  an  offer  to  sell  nor  a  solicitation  of  offers  to  buy  any  of  these  securities. 
The  offeriinr  is  nuule  onlv  bv  the  Prospectus. 


NEW  ISSUE 


October  13,  1992 


5,000,000  Shares 


II  jl  Brilliance  China  Automotive  Holdings  Limited 


Common  Stock 

IS.OI  par  value) 


Price  $16  Per  Share 


NYSE  symbol:  CBA 


Copies  of  the  Prospectus  may  be  obtained  i)i  an\<  State  in  u'hieh  this 
announcement  is  circulated  only  from'such  of  the  undersigned 
as  may  legally  offer  these  securities  in  such  State. 


The  First  Boston  Corporation 


Merrill  Lvnch  &  Co. 


Salomon  Brothers  Inc 


Bear,  Steams  &  Co.  Inc.  Alex.  Brown  &  Sons  Credit  Lyonnais  Securities  (USA)  Inc.  Daiwa  Securities  America  Inc. 
Deutsche  Bank  Capital        Dillon,  Read  &  Co.  Inc.        Donaldson,  Lufkin  &  Jenrette        A.G.  Edwards  &  Sons,  Inc. 

Corporation  SeruritiosCorporali<in 

Goldman,  Sachs  &  Co.    Invemed  Associates,  Inc.    Kidder,  Peabody  &  Co.    Lazard  Freres  &  Co.    Lehman  Brothers 

Innirporated 

Morgan  Stanley  &  Co.   The  Nikko  Securities  Co.    Nomura  Securities  International,  Inc.   OBSA  International,  Inc. 

Inrorporotid  Inlcrnotjonal  In. 


Oppenheimer  &  Co.>  Inc. 
Prudential  Securities  Incorporated 


Paine  Webber  Incorporated 

Smith  Barney,  Harris  Upham  &  Co. 

I  ncorporated 


Paribas  Capital  Markets  Group 


Societe  Generale 

Serurilies  Corporation 

SBCI  Swiss  Bank  Corporation         UBS  Securities  Inc.         S.G.  Warburg  Securities        Wertheim  Schroder  &  Co. 

Investment  hanking  Incorporated 


Dean  Witter  Reynolds  Inc. 


Yamaichi  International  (America),  Inc. 


Allen  &  Company 


ABD  Securities  Corporation    Arnhold  and  S.  Bleichroeder,  Inc.    Baird,  Patrick  &  Co.,  Inc.    Robert  W.  Baird  &  Co. 

I nrorporated 


Sanford  C.  Bernstein  &  Co.,  Inc. 
First  of  Michigan  Corporation 
Kleinwort  Benson  Limited 
Mabon  Securities  Corp. 


Commerzbank  Capital  Markets  Corporation 
Robert  Fleming  Inc. 

C.J.  Lawrence  Inc. 
McDonald  &  Company 


Furman  Selz 

Incorporated 


Dominick  &  Dominick 

I n<  orporated 

Gabelli  &  Company,  Inc. 
Legg  Mason  Wood  Walker 

Incorporated 

Rothschild  Inc. 
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STOCKS 

Oct,       Apr        Oct,    Oct,  22-28 


52-week  change 
+6.9% 


■425  1500 


BONDS 

Oct.       Apr,       Oct.    Oct.  22-28 


ft 


■  415  1300 


.  410  1200 


1460  100 


4 


1-week  change  52-week  change 

■H.1%  -^3.4% 


1  -week  change 
0.0% 


THE  DOLLAR 

Oct        Apr.       Oct     Oct.  21-28 


i 


52-week  change 
+0.6% 


1  -week  change 
+0.9% 


[KET  ANALYSIS 


%  (honge 

OCKS 

latest 

Week 

52-week 

ES  INDUSTRIALS 

3251.4 

2.0 

5.8 

PANICS  (Russell  1000) 

222.9 

1.0 

7.7 

)MPANIES  (Russell  2000) 

197.8 

1.2 

7.9 

>ANIES  (Russell  3000) 

237.3 

1.0 

7.7 

%  change  (local  currency) 

N  STOCKS 

Latest 

Week 

52-week 

(FINANCIAL  TIMES  100) 

2650.4 

0.2 

2.8 

IKKEI  INDEX) 

17,068  4 

-0.4 

-317 

(TSE  COMPOSITE) 

3334.7 

2.5 

-4.7 

ISmY  GROUPS 

%  change 

/EEK  LEADERS 

4-week 

S2-week 

FUNDAMENTALS 

Latest 

Week  ago 

Year  ago 

90-DAY  TREASURY  BILL  YIELD 

3.01% 

2.97% 

4.96% 

30-YEAR  TREASURY  BOND  YIELD 

7.61% 

7.61% 

7.90% 

S&P  500  DIVIDEND  YIELD 

3.02% 

3.04% 

3.14% 

S&P  500  PRICE/EARNINGS  RATIO 

22.4 

21  8 

21  6 

TECHNICAL  INDICATORS 

Latest 

Week  ago 

Reading 

S&P  500  26-week  moving  average 

414.4 

414  1 

Positive 

Stocks  above  26-week  moving  average 

42.7% 

41.8% 

Neutral 

Speculative  sentiment:  Put/call  ratio 

0.44 

0.44 

Positive 

Insider  sentiment.  Vickers  sell/buy  ratio 

1.73 

1.82 

Positive 

BRIDGE  It^lFORMATION  SYSTEMS  INC 


Strongest  stock  in  group 


%  change 
4-week  52-week 


Price 


BUILDING 

13.3 

41.7 

CENTEX 

15.4 

49  5 

28  1/6 

UNICATIONS  EQUIPMENT 

13.2 

-0.2 

DSC  COMMUNICATIONS 

36.6 

234.2 

1 5  % 

PORTATION  SERVICES 

13  1 

22.4 

FEDERAL  EXPRESS 

23.6 

20.7 

45  Vs 

MARKET  AUTO  PARTS 

1 1.3 

37.5 

SPX 

31.5 

73  4 

20  Vs 

TMENT  STORES 

10.3 

26.7 

NORDSTROM 

18  8 

2.3 

33  '/a 

fEEK  LAGGARDS 

% 

4-week 

change 

52-week 

Weakest  stock  in  group 

%  change 
4-week  52-week 

Price 

JTER  SYSTEMS 

-12.9 

-26.4 

IBM 

-20.5 

-32.9 

65 

CO 

-9.7 

10.0 

AMERICAN  BRANDS 

-11.1 

4.3 

42 

MINING 

-7.6 

-9  7 

ECHO  BAY  MINES 

-15.4 

-33  3 

5  'h 

> 

-5.9 

-7.5 

INCO 

-1  1.3 

-32.9 

21  Vs 

CASTING 

-5.7 

10  8 

COMCAST 

-10.3 

-12  4 

14  i/s 

AL lUNDS 


MORNINGSTAR  INC 


i 

total  return 

% 

LAGGARDS 
Four-week  total  return 

% 

.L  LYNCH  TECHNOLOGY  A 
BEAR  SPECIAL  EQUITIES 
CE  TECHNOLOGY 

1  1  8 
110 
9.9 

UNITED  SERVICES  GOLD  SHARES 
MONITREND  GOLD 
EQUITY  STRATEGIES 

-10  3 
-8.7 
-8.6 

>tal  return 

% 

52-week  total  return 

% 

RK 

Y  SELECT  SAVINGS  &  LOAN 

Y  SELECT  REGIONAL  BANKS 

49.4 
48.6 
41  8 

LEXINGTON  STRATEGIC  INVESTMENTS 
UNITED  SERVICES  GOLD  SHARES 
G.T.  JAPAN  GROWTH 

-57  3 
-49  6 
-32.1 

S&P 500 
4-week  total  return 


Average  fund 
52-week  total  return 


IVE  PORTFOLIOS 


lounts 

•  the  present 
i  >  10,000 

I  Dne  year  ago 
It  srtfolio 

il  es  indicate 

II  >tal  returns 


lYeasury  liond.s 
$11,377 

+0.36% 


II.  S.  stocks 
$11,012 

+0.72% 


nil 


Moni\\'  market  fund 
$10,318 

+0.05% 


$9,472 

-1.11% 


DATA  RESOURCES  INC 


ForoiKii  storks 
$9,337 

+0.10% 


i  MS  page  ore  as  of  market  close  Wednesday.  October  28,  1992,  unless  otherwise  indicated 
1  ps  include  S&P  500  companies  only,  performance  and  share  prices  are  as  of  market  close 


October  27  Mutual  fund  returns  are  as  of  October  23.  Relotive  portfolios  are  valued  os  of  October  27  A 
more  detailed  explanation  of  this  page     available  on  request 
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WHAT'S  BAD  FOR  GENERAL  MOTORS... 


It's  not  as  thoiif^h  the  prol)lems  that  prompted  the  Oct.  2() 
resignation  under  fire  of  General  Motors  Chairman  and 
Chief  Executive  Officer  Robert  C'.  Stempel  are  anythino; 
new.  The  <^iant  carmaker  has  lost  $12  billion  over  the  past 
two  years  in  its  North  Amei'ican  operations.  But  when  Stem- 
pel  took  over  the  top  job  on  Aug.  1,  1990,  the  giant  that  had 
long  dominatefl  the  H.  S.  auto  influstry  was  already  in  a 
pickle.  The  prol)lems  that  be.set  the  auto  maker  have  been 
clear  for  years  and  have  been  cussed  and  discussed  by  many 
observers— ourselves  inchided,  in  a  Mar.  Ki,  19(S7,  cover  story. 

In  the  intervening  years,  CM  management  and 
its  boarfl  of  directors  laid  the  lilame  all  over  the 
place— except  on  themselves.  It  was  Washing- 
ton's fault  for  restrictive  fuel  standards  and  anti- 
pollution regulations.  It  was  the  fatilt  of  organized 
labor  for  digging  in  its  heels  to  protect  jobs.  It 
was  .Japan's  fault  for  unfairly  i)ricing  cars  to 
gain  a  big  chunk  of  cm's  market  share.  There 
was  a  grain  of  truth  in  some  of  these  charges, 
luit  the  fact  is  that  the  real  cause  of  cm's  woes 
has  been  the  mistakes  of  its  own  management. 
And  they  have  been  whopjiers: 
■  Misguided  piiilosophy.  In  the  198()s.  Ford,  fol- 
lowed by  Chrysler,  embraced  on  the  shop  floor  .Japanese-style 
teamwork  systems  that  gave  workers  more  decision-making 
power  over  their  jobs.  These  techniques  brought  about  sub- 
stantial imi^rovements  in  quality  and  productivity  and  helped 
make  Ford  and  Chrysler  competitive  with  Japanese  rivals. 
But  CM,  with  its  hidebound  managerial  attitude,  instead 
poured  more  than  billion  into  atitomation.  When  it  !)elat- 
edly  tried  teamwork  systems— especially  with  Saturn— it  at 
least  matched  the  performance  of  its  competitors.  Perverse- 
ly, (ieneral  Motors  management  has  been  slow  to  adopt  the 


MAR.  16,  1987 


Saturn  example  at  its  other  assembly  plants  in  the  U 
■  Misguided  diversification.  In  the  early  198!)s,  on  the  wa 
of  tlu'n-Chairman  and  CKo  Roger  B.  Smith,  (!M  went  on  an 
(]uisition  liinge  in  pursuit  of  diversification.  The  comp; 
coughed  up  over  $8  billion  to  Iniy  Hughes  Aircraft  and  El 
tronic  Data  Systems.  While  l)oth  are  contributing  to  pro 
at  the  sorely  strapjied  (;m— which  had  to  borrow  $6  billion 
Wall  Street  since  the  beginning  of  1991,  partly  to  cover  Of 
ating  costs— heavy  auto  losses  are  soaking  up  much  of  t: 
money,  which  could  have  been  better  used  in  the  core  bi 
ness.  Those  heavy  losses  in  the  auto  lousiness 
fleet,  among  other  things,  management's  fail 
to  cut  costs. 

■  Misguided  product  development.  Every( 
knows  CM  can  i)r(iduce  terrific  cars.  Look  at 
Saturn,  at  the  new  Cadillac  Seville,  at  the  Bi 
Park  Avenue,  at  CM's  excellent  product  lint 
Europe.  But  for  every  plvun,  there  are  too  m 
lemons.  The  once-proud  Chevrolet  Motor  It 
badly  needs  new  models,  and  its  restyled  | 
price  four-door  sedan  has  been  reduced  toll 
industry  joke.  And  Chevrolet's  Lumina  has  i 
pr'oven  to  he  a  strong  rival  to  Chrysler's  LH^ 
or  F(jrd"s  revamped  Taurus. 

All  of  these  problems  were  the  result  of  the  inflex^ 
mind-set  of  (;m's  management.  And  the  board  must  accept 
share  of  the  blame.  Ironically,  Stemjiel  was  a  paragon  of  :^ 
ibility,  while  Smith— the  embodiment  of  the  old,  rigid  waif' 
still  sits  on  the  board  that  made  Stempel  the  goat.  j 
Let's  hope  that  the  new  CEO,  whoever  it  is,  gets  on  4 
the  job  of  restoring  CM.  Since  one  out  of  every  seven  jow 
America  stems  from  the  auto  industry,  this  is  an  assignr^i 
critical  to  the  nation's  health. 


OH,  CANADA 


The  I'.  S.  has  licen  blessed  by  sharing  its  longest  border 
with  Canada,  our  staunch  ally  and  largest  trading  i)art- 
ner.  And  since  1989,  when  the  U.  S.-Canada  Free  Ti-ade 
Agreement  took  effect,  it  has  lieen  our  partner  in  the  effort 
to  make  North  America  a  stronger  competitor  agamst  Japan 
Inc.  and  Europe. 

But  suddenly,  Americans  have  reason  to  worry  about 
Canada's  future.  On  Oct.  2(1,  Canadians  i-ejected  a  sweeping 
.series  of  constitutional  changps  aimed  at  resolving  griev- 
ances—notably those  of  French-speaking  Quel  )ec— threatening 
to  tear  Canada  apart  (page  58).  The  deal  had  been  endorsed 
t)y  the  three  major  national  political  parties,  \)\m  virtually  the 
entire  business  Establishment.  Its  rejection  rei)resents  a 
stunning  repudiation  of  Canada's  elite  and  is  a  huge  step  l)ack 
for  Canada. 

The  vote  is  also  troubling  news  for  I'.  S.  business.  Prime 
Minister  Brian  Mulroney,  a  vigorous  champion  of  free  trade. 


will  now  l)e  seen  as  a  lame  duck.  That  will  eml)ol<li'i 
many  Canadian  critics  of  free  trade  and  of  the  North  A 
ican  Free  Ti"ade  Agreement  (NAFTA).  Their  opposition 
certain  to  fuel  trade  tensions  with  the  U.S.  and  could  Ic; 
Canadian  rejection  of  XAF'l'A.  Because  free  trade  is  .so 
the  future  of  this  continent,  the  U.S.  should  strive  to  b 
pecially  sensitive  to  Canadian  concerns  in  the  months  ah' 
with  the  aim  of  keeping  Canada  on  l)oard. 

Longer  term,  this  vote  also  increases  the  chances  lli.i 
Canadian  confederation  will  uiu'avel.  Canada  remains  ,i 
ed  country,  but  separatists  in  Quebec  are  vowing  to  si' 
their  campaign  for  independence.  While  the  French-sp( 
Quebecois  have  some  legitimate  concerns,  secession  woi 
a  recipe  for  economic  disaster  that  would  sharply  n 
Canada's  role  on  the  world  stage.  The  Canadian  "nn" 
was  unfortunate.  But  that's  no  reason  to  make  what  > 
l)e  a  far  graver  mistake. 
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CAN  YOUR  ENTERPRISE 
KEEP  UP  WITH  YOUR 
STRATEGIC  VISION? 


THE  MOST  COST-EFFECTIVE 
WAY  TO  IMPLEMENT 
STRATEGIC  CHANGE. 


Prepared  byX/Open, 
The  International,  Not-For-Profit 
Organization  For  Open  Systems. 


^e-engineering  your  organization  to  meet  the  chal- 
ges  of  the  1990s  is  one  of  the  most  difficult  tasks  facing  top 
cutives.  Open  systems  are  proven  to  be  the  most  flexible 
1  cost-efficient  way  to  enable  strategic  change.  Without 
Dardizing  your  current  IS  investment. 

But  in  order  to  move  safely  to  open  systems,  you  need 
andard  you  can  count  on.  That's  where  X/Open™  comes  in. 
re  an  independent,  not-for-profit  consortium  of  end -users, 
!  just  about  every  major  international 
em  and  software  vendor  We  don't  sell 
ducts.  We  provide  the  information 


and  tools  to  ensure  that  open  systems  are  truly  open. 

The  X/Open  brand  means  that  a  product  has  passed 
our  stringent  tests  for  conformance  to  open  systems  standards. 
And  that  the  supplier  guarantees  future  conformance.  Insist 
on  the  X/Open  brand,  and  your  enterprise's  capabilities 
will  never  have  to  lag  behind  your  vision. 

Our  free  brochure  details  the  compelling  business  argu- 
ments for  using  open  systems  to  implement  strategic  change. 

For  a  copy  call  1-800-568-OPEN  in  the  US. 
and  Canada,  or  +1-818-898-3886  inter- 
nationally It's  required  reading  for  the  1990s. 


The  World's  Standard  For  Open  Systems. 


©1992,  X/Open  Company,  Ltd  All  nghis  reserved  X/Open  and  the  X  device  are  trademarks  ot  X/Open  Company.  Ltd  in  the  U  K  and  other  countries 
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1 800 IBM-2Y0U 


N<jw,  buying  a  hot  new  system  from  the  IBM 
PS/ValuePoint'^'  line  is  as  easy  as  j)i(  king  up 
the  phone.  It's  the  quick,  direct  way  to  order  a  new 
ThinkPadi^'  other  portable  computers,  and  IBM 
personal  printers,  too. 

Simply  call  us  9  a.m.  to  5  p.m.,  any  business 
day.  Most  orders  will  be  shipped  within  48  hours. 


PS/ValuePoint  computers  are  inexpensive,  but 
deliver  true  IBM  quality.  So  now  you  can  spend  less 
without  settling  for  less. 

Ea(;h  PS/ValuePoint  system  is  engineered 
and  tested  to  meet  not  only  industry  standards,  but 
also  rigorous  IBM  standards  for  performance  and  |  j 
reliability. 


IBM  introduces 


ril:  WITCMH  IdU  tu-h-llue  SI  UTI)  (r«)  (UMl  w9aHrit..n) 
IBUUBU^  CDfV    >to<'    File    mm  9uiU> 

Blotel    Inert    iBliite    CoImm    traw    title*    yiniiw    SUtiis  I 


Total  Recycling  by  Region  in  Tons 


I 


1-year  onsite  warranty^  

Service  response  time: 
i  hours  on  average^   

300#  assistance-7  days 
3  week,  24  hours  a  day 

30-day  money-back 
juarantee^ 


Cily    Sul«irt»  M.> 
r.  « 


22*  I 
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recap: 


'Configuration  pictured 

)86SLC™/25  MHz 

10MB  hard  drive 
>MBRAM 


>S/2»  8511 -VGA 


)  slots.  5  bays  &  mouse 
X)S  5.0  pre-installed 

Sl,299* 


g,-  32ST 

-  1 

486  SX/25  MHZ 


80/170MB  hard  drive 
8MB  RAM 


PSA/aluePoInt  6312-SVGA 


5  slots,  5  bays  &  mouse 

OS/2*  2  0  pre-installed__ 

$1,629*  BOMB 
51,849*  170MB 


386SLC/25  MHz 

170MB  hard  drive 
4MB  RAM 


PSA/aluePoint  6312-SVGA 
5  slots.  5  bays  &  mouse 
DOS  50  pre-installed 
$1,599* 


ir'ui-^iH^ni-yj-f-  „i 


I  1.1    L  1 


*    ♦    *     »    t  — ■  H 

Wl^^;.  1          i                                                          1  1 

I^P>gpJi'   i     i     i     i     i  timmmatt 
1     1     i     a     «     S   J>  il^j^ftmmA 

■If  mmr^my 

'Warraniy  and  3CKJay  gua/anlee  mtttmaiKiri  available  'rofn  iBM  and  iSMaulhonzed  deaie's  'Avaiiatiie  Monoay  mrcxjgh  Fnday  8am-^,ptTi  m  youi  urre  zone  wTien  serviced  by  IBM  or  iBM 
Authofi^eO  PefSonaJ  S/siems  Serv>cefs  Applies  lo  iBM  direct  sales  only  "iBM  prices  onfy  iBM  OS/2  and  PS/?  are  registered  irademafVs  and  PS/ValuePof^i  Thmi-Pad  HelpWa/e  and  386SLC 
are  iradefnarvs  ol  (ntefr\at«nal  Business  MacMmes  Corporation  The  iniei  ins-de  Logo  is  a  trademarw  ol  mtei  Corporation  ©1992  iBM  Corpo«3tion 


PSA^uePoint 

The  PS/ValuePoint  line  features  a  range 
£386  to  486  processors,  80  to  170MB  hard  drives 
nd  standard  2  to  8MB  RAM.  And  each  system 
>  easily  expandable  and  ready  to  network.  So  it 
eeps  your  costs  down  and  protects  the  investments 
ou've  already  made. 

Plus,  every  PS/ Value  Point  comes  with  IBM 

two  new  lines. 


HelpWarel^'  our  comprehensive  service  and  support 
plan  thats  unmatched  in  the  industry. 

To  put  a  very  alfordable  PS/ValuePoint  to  work 

for  your  business,  call  today.    

Or  visit  your  IBM  authorized    "H"  _  _  "HI 
dealer  (dealer  prices,  terms        —  _ 
and  offerings  may  vary).  ZZZ  ZIZ!^  T 


ADOPTED  WORLDWIDE  AS  A  REFERENCE 
WHEN  MEASURING  CAR  SAFETY. 


At  BMW  we  believe  the  more  you  can  trust  a  car, 
the  more  you'll  enjoy  It. 

Which  is  why  we  go  out  of  our 
way  to  ensure,  through  innovative 
engineering  and  comprehensive 
testing,  that  BMW  provides  a  stand- 
ard of  safety  to  which  the  whole 
industry  can  refer. 

Each  and  every  BMW  is  equipped  with  ad- 
vanced safety  features  designed  not  only  to  help 
the  car  better  sustain  a  frontal  impact,  but  more  im- 
portantly, to  help  drivers  avoid  accidents  altogether. 


Preventing  collisions  is  the  idea  behind  a 
number  of  "active  safety"  systems. 

These  include  suspension  sys- 
tems engineered  for  greater  stability 
and  handling  in  emergency  situatiori 
Anti-lock  braking  systems.  Ergonorn 
ically  designed  seats  to  keep  you  c&i 
fortable  and  alert  at  all  times.  And  a 
instrument  panel  that's  clearly  arranged  and  |^ 
within  easy  reach. 

In  case  of  an  unavoidable  frontal  impact  ac 
cident,  however,  a  BMW  is  ready  with  a  variety  c| 


1 


NO  WONDER 


1m 


ssive  safety"  systems  to  minimise  damage 
i  injury. 

An  extremely  rigid  passenger  compartment 
>  as  a  protective  safety  cell.  Carefully  engineered 
jmple  zones;' including  hydrauhc  bumpers  and 
3h  tubes,  provide  controlled  deformation. There's 
D  a  driver's  side  airbag,  and  upon  impact  the 
)rs  automatically  unlock  to  assist  occupants  in 
ape  or  rescue. 

All  of  which  is  designed  not  only  to  protect 
,  but  to  inspire  you.  Because  inherent  in  the 
of  driving  is  the  joy  of  feeling  secure. 


And  in  the  final  analysis,  the  pleasure  you 
derive  from  a  car  is  perhaps  the  most  important 
measure  of  all. 
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PRODUCTION 

Change  from  last  week:  -0.2% 
Change  from  last  year   1 ,3% 


1967=100  (four-week  moving  average) 


LEADING 

change  from  lost  week:  -0.1% 
Change  from  lasl  year:  4  6% 
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The  production  index  declined  slightly  during  the  week  ended  Oct  24  On  a 
seasonally  adjusted  basis,  output  of  autos  and  trucks  were  up  sharply,  and  increases 
were  posted  in  steel,  electric  power,  crude-oil  refining,  and  lumber  production  and 
rail-freight  traffic  as  well  Cool  output  was  unchanged,  while  data  were  unavailable 
for  paper  and  poperboard  Before  calculation  of  the  four-week  moving  overage,  the 
index  increased  to  183.6,  from  182. 

BW  production  index  copyright  1992  by  McGraw-Hill  Inc 


The  leading  index  was  virtually  unchanged  during  the  week  ended  Oct,  24, 
Stock  prices  were  up  sharply  in  the  week,  but  that  was  offset  by  the  negative 
signals  emitted  from  higher  bond  yields,  an  increase  m  the  number  of  business 
failures,  and  lower  growth  rates  for  materials  prices,  real  estate  loans,  and  the  M2 
money  supply.  Before  calculation  of  the  four-week  moving  overage,  fhe  index  slipped 
to  215.6,  from  216.8  in  the  previous  week 

Leading  index  copyright  1992  by  Center  for  internolionol  Business  Cycle  Research 


PRODUCTION  INDICATORS 

Latest 
week 

Week 
ogo 

%  Change 
year  ago 

STf  EL  (10/311  thous.  of  net  tons 

1,750 

1,733# 

-2.4 

AUTOS  1 10/311  units 

125,607 

129,504r# 

-0.3 

TRUCKS  (10/31)  units 

97,555 

98,002r# 

7.8 

ELECTRIC  POWER  ( 1 0/3 1)  millions  of  kilowott-hours 

53,921 

54,257# 

1.6 

CRUDE-OIL  REFINING  ( 1 0/3 1)  thous  of  bbl, /day 

13,576 

13,560# 

6.3 

COAL  (10/24)  thous.  of  net  tons 

19,205# 

19,039 

-5.7 

PAPERBOARD  (l  0/24)  thous.  of  tons 

NA# 

753.3 

NA 

PAPER  (10/24)  thous.  of  tons 

NA# 

747.0 

NA 

LUMBER  (10/24)  millions  of  ft. 

476.5# 

471.7 

-3.8 

RAIL  FREIGHT  (10/24)  billions  of  ton-miles 

22.0# 

21,7 

-0.9 

Sources:  American  Iron  &  Steel  Institute,  Warci  s  Automotive  Reports,  Edison  Electric  Institute, 
American  Petroleum  Institute,  Energy  Dept ,  American  Paper  Institute,  WWPA',  SFPA',  Association 
of  American  Railroads 

Latest 

week 

Week 
ago 

Year 
ago 

JAPANESE  YEN  (ii/4) 

123 

123 

130 

GERMAN  MARK  (ii/4) 

1.57 

1,54 

1,65 

BRITISH  POUND  (11/4) 

1.54 

1  58 

1,77 

FRENCH  FRANC  (ii/4) 

5.31 

5,22 

5.62 

CANADIAN  DOLLAR  (11/4) 

1  25 

1,24 

112 

SWISS  FRANC  (11/4) 

1.40 

1.37 

1,45 

MEXICAN  PESO  (ii/4) 

3,1  10 

3, 118 

3,070 

Sources:  Mo|or  New  York  banks  Currencies  expressed  in  units  per  U,  S.  dollar,  exce 
pound  expressed  in  dollars 

at  for  British 

PRICES 

Latest 
week 

Week 
ago 

%  Change 
year  ago 

GOLD  (11/4)  $/troy  oz 

337,800 

338  200 

-4.7 

STEEL  SCRAP  (11/3)#1  heavy,  $/ton 

89.50 

89.50 

-4.8 

FOODSTUFFS  (l  1/2)  index,  1967=100 

197.1 

195  9 

-4.1 

COPPER  (10/31)  c/lb 

105.0 

104,4 

-5.9 

ALUMINUM  (10/31)  c/ib 

53.3 

53.5 

-0  4 

WHEAT  (10/31)  #2  hard,  $/bu. 

3  56 

3  55 

-5.8 

COTTON  (10/31)  strict  low  middling  l-l/16in. 

C/lb. 

47.33 

50  92 

-17.2 

Sources:  London  Wednesday  final  setting,  Chicogo  market.  Commodity  Research  Bureau,  Medals 
Week,  Kansas  City  market,  Memphis  market 


LEADING  INDICiirORS 

Latest 
week 

Week 
ago 

%  Change 
year  ago 

STOCK  PRICES  (10/30)  s&P  500 

419,26 

415  03 

6  8 

CORPORATE  BOND  YIELD,  Aoo  (10/30) 

8.07% 

8.04% 

-5,9 

INDUSTRIAL  MATERIALS  PRICES  (10/30) 

96.3 

96.7 

0,7 

BUSINESS  FAILURES  (10/23) 

395 

362 

1.5 

REAL  ESTATE  LOANS  (10/21)  billions 

$3979 

$399.5r 

-1.9 

MONEY  SUPPLY,  M2  (10/19)  billions 

$3,426,8 

$3,429.3 

0.8 

INITIAL  CLAIMS,  UNEMPLOYMENT  (io/i7) thous 

375 

367r 

-7.6 

Sources:  Standard  &  Poor's,  Moodys,  Journal  of  Commerce  {index:  1  980=1  00),  Dun  &  Brod- 
street  [failures  of  large  companies).  Federal  Reserve  Board,  Labor  Dept,  CIBCR  seasonally  adjusts 
data  on  business  failures  and  real  estate  loans 

MONTHLY  ECONOMIC  INDICATORS 

Latest 
month 

Month 
ago 

%  Change 
year  ago 

MANUFACTURERS'  INVENTORIES  (Sept )  billions 

$384  6 

$385.6 

-1.3 

MANUFACTURING  SHIPMENTS  (Sept )  billions 

$245.3 

$241.0 

2.7 

12  LEADING  INDICATORS  COMPOSITE  (Sepi)inde 

X  1482 

148  6r 

2.2 

CONSTR.  SPENDING  (Sept  )  annuel  rote,  billions 

$428  5 

$422  8r 

5.5 

Sources:  Commerce  Dept.,  Census  Bureau 

MONETARY  INDIWORS 

Lti;!€;i 

week 

Heck 

OjO 

0  Change 
year  ago 

MONEY  SUPPLY,  Ml  ( 10/1 9) 

$1,005  9 

$1,007  8r 

14.0 

BANKS'  BUSINESS  LOANS  (10/21) 

276  9 

277.8 

-7.8 

FREE  RESERVES  (10/28) 

773 

973r 

-19.1 

NONFINANCIAL  COMMERCIAL  PAPER  (10/21) 

146  0 

143.1 

8.5 

Sources:  Federal  Reserve  Board  (in  billions,  except  for 
two-week  period  m  millions) 

ree  reserves. 

which  are  expressed  for  o 

MONEY  MARKET  RATES 

Latest 
week 

Week 
ago 

Year 
ogc 

FEDERAL  FUNDS  (ii/3) 

3,09% 

2.91% 

5.05% 

PRIME  (11/4) 

6.00 

6.00 

7.93 

COMMERCIAL  PAPER  3-MONTH  (ii/3) 

3-49 

3,47 

5.00 

CERTIFICATES  OF  DEPOSIT  3-MONTH  (11/4) 

3.41 

3,40 

5.21 

EURODOLLAR  3-MONTH  (10/31) 

3  46 

3,44 

5.35 

Sources:  Federal  Reserve  Board,  First  Boston 


#Raw  doto  in  the  production  indicators  are  seasonally  adjusted  in  computing  the  BW  index  (chart),  other  components  (estimated  and  not  listed)  include  machinery  and  defense  equipment 
1  =  Western  Wood  Products  Assn.     2 ^Southern  Forest  Products  Assn      3  ^  Free  market  value     NA^Not  available     r= revised     NM  =  Not  meaningful 
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IVever  asks  for  a  raise. 
IVever  takes  long  Ivinches. 
IVever  complains. 

IVever  asks  for  the  corner  office. 
IVever  has  a  had  weekend. 
IVever  asks  for  a  hig  title. 
IVever  calls  in  sick. 

Never  makes  long  distance  calls. 
Always  working. 


If  only  everything  in  your  office  were 
guaranteed  like  a  Lanier  copier. 
And  would  perforn^  to  your 
satisfaction  or  be  replaced  at 
no  charge.  Or  simply  work 


98%  of  the  tin^ie.  P'or  more  det  ails  about 
our  Perfomiance  Promise*  and  a  ft-ee 
copier  inforn^iatiori  package,  call  your 
local  Lanier  rep.  Or  1-800-852-2679. 
We  thii^k  you'll  hire  us  on  the  spot. 


3}  HARRIS 


LANIER  RESPONDS 


'  Some  restrictions  may  apply. 


Imaging  Systems  Division 


-etter  From  Ukraine 


MAYBE  YOU  CAN 
GO  HOME  AGAIN 


Gt'or^e  B.  Yurchyshyn  remembers 
little  of  his  war-torn  hometown, 
Kalush,  in  western  Ukraine. 
When  he  was  4,  he  fled  with  his  parents, 
just  as  the  Red  Army  closed  in  to  chase 
out  the  Nazi  German  Wehrmacht.  Still, 
he  was  always  deeply  conscious  of  his 
roots  while  growing  up  in  northern  Min- 
nesota, where  his  family  eventually  set- 
tled. "At  home,  we  always  spoke  Ukrai- 
nian," recalls  Yurchyshyn.  "And  I  was 
always  being  asked  about  my  back- 
ground and  how  my  parents  escaped 
from  the  Russians." 

Now,  48  years  later,  Yurchyshyn  has 
returned  to  live  in  his  batkirshchyna — 
or  fatherland.  Every  morning,  he  walks 
from  his  new  home  in  the  former  Com- 
munist Party  hotel  in  Kiev  to  the  ornate 
gray-and-pink  stone  headquarters  of  the 
National  Bank  of  Ukraine,  the  new  coun- 
try's year-old  central  bank.  There,  Yur- 
chyshyn is  both  the  bank's  deputy  chair- 
man and  one  of  just  two  foreigners  it 
employs.  His  chief  work  is  to  help  coor- 


dinate links  with  the  Interna- 
tional Monetary  Fund  and  to 
introduce  the  hrynia. 
Ukraine's  new  currency, 
which  is  supposed  to  rei)lace 
the  Russian  ruble  sometime 
next  year.  Says  Yurchyshyn: 
"Three  years  ago,  this  would 
have  seemed  like  a  fairy  tale." 
DIASPORA.  He's  not  alone.  For  the  tens 
of  thousands  of  Ukrainians  who  emi- 
grated to  Australia,  Canada,  Europe, 
and  the  U.  S.,  the  tumultuous  happen- 
ings of  the  past  year  do  seem  like  an 
incredible  turn  of  events.  For  decades, 
their  batkirshchyna  was  a  melancholy 
memory.  They  couldn't  return  because 
they  were  viewed  as  subversives  by  the 
communists  who  ruled  the  Soviet  Union. 
But  on  Aug.  24,  1991,  just  after  a  right- 
wing  political  putsch  in  Moscow  failed, 
Ukraine  declared  its  independence  and 
set  about  transforming  itself  into  a  self- 
sufficient  new  nation  the  size  of  France. 
These  davs,  the  fatherland  that  manv 


■  NATIONAL 
COLORS:  A  RUSH  OF 
UKRAINIAN 
EXPATRIATES  IS 
RETURNING  TO 
HELP  BUILD  A  NEW 
NATION 


t( 


had  never  seen  is  drawing  il 
dispersed  children  like  a  mag- 
net. They  are  helping  to  buil 
a  new  country  from  scratcl 
by  writing  laws,  advising  tht 
government,  and  investing  ii 
industries  from  tourism 
food  packaging.  Many  art 
making  personal  sacrifices,  leaving  be 
hind  families  and  taking  steep  pa^ 
cuts — in  Yurchyshyn's  case,  as  much  a: 
40'' .  They're  also  tapping  their  language 
skills  and  heading  the  offices  of  the  4{ 
U.  S.  companies  that  have  set  up  busi 
ness  in  Kiev.  Some  of  the  biggest 
American  Telephone  &  Telegraph,  Pep 
siCo,  and  Coca-Cola — are  run  by  execu 
tives  of  Ukrainian  descent. 

Like  Yurchyshyn,  other  returnin 
Ukrainians  are  in  highly  influentia 
posts.  Canadian  economics  professo 
Oleg  Havrylyshyn  now  works  a 
Ukraine's  Deputy  Finance  Minister.  I 
September,  retired  U.  S.  Army  Ma  jo 
General  Nicholas  Krawciw  arrived  i 
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LET 


COLE  HAAN 


Tine  Tootwear  ana  accessories,  tor  men,  women,  children. 

the  marina,  the  largoe.  in  navy,  red,  luggage,  green,  khaki  and  more. 

For  stores  near  you  write:  Cole-Haan   Dept.Wll  North  Elm  St.  Yarmouth,  ME  04096-5002 


etter  From  ORraine 


Kiev  to  advise  the  De- 
fense Ministry  and 
President  Leonid  Krav- 
chuk  on  international 
security  issues.  Another 
Canadian,  Bohdan 
Kravchenl<o  of  the  Uni- 
versity of  Alberta,  will 
help  train  a  new  civil 
service  by  setting  up  an 
institute  of  public  ad- 
ministration. "We  grew 
up  thinking  we  were 
the  last  of  the  Mohi- 
cans," says  Krav- 
chenko,  45,  who  was 
born  in  Germany  after 
his  parents  fled  eastern 
Ukraine.  "Suddenly, 
there's  this  possibility 
that,  my  God,  maybe 
this  is  not  a  lost  tribe. 
There's  a  huge  new 
country  rising.  And  you 
want  to  be  part  of  it." 
RETOOLING.  Their  work 


could  lieip 
Ukraine  to  realize  more  speedily  its  po- 
tential as  a  major  independent  player  in 
Europe's  economy.  Before  independence, 
Ukraine  ranked  next  to  Russia  as  the 
most  important  republic  in  the  Soviet 
Union.  There's  a  substantial,  although 
antiquated,  industrial  base,  which  in- 
cludes manufacturing,  steel,  and  avia- 
tion. Hydroelectric  power  is  abundant, 
and  there  are  some  coal  reserves.  There 
is  a  strong  tradition  in  scientific  re- 
search, especially  in  metallurgy  and 
space.  And  the  region's  rich  farmlands 
were  once  known  as  the  breadbasket  of 
Central  Euro])e. 

But  Joseph  Stalin's  collectivization 
nearly  ruined  Ukrainian  agriculture. 
And  his  central  planning  resulted  in  ma- 
jor cities  such  as  Kiev 
being  left  with  pitiful 
infrastructures,  a  short- 
age of  skilled  people, 
and  plain  ignorance  in 
dealings  with  the  out- 
side world.  Since  the 
Kremlin  monopolized  all 
foreign  policy  and  trade 
links,  most  foreign- 
ers saw  little  need  to 
develop  ties  with 
Kiev  or  other  republic 
capitals  while  they  were 
under  Moscow's  power. 

Therein  lies  the  big- 
gest challenge  for 
Ukraine:  forging  its 
own  international  ties. 
When  Yurchyshyn  ar- 
rived at  the  national 
bank  in  October,  1991, 
for  example,  the  bank 
didn't  have  access  to  a 


POLAND 


single  foreign  bank  account. 
Moscow  had  always  con- 
trolled the  hard  currency 
earned  by  Ukrainian  enter- 
prises through  accounts  at 
Vnesheconombank,  the  Soviet 
Bank  for  Foreign  Economic 
Affairs.  But  when  it  went 
bankrupt  late  last  year,  the  Soviet  bank 
froze  accounts,  including  nearly  $1  bil- 
lion of  Ukrainian  funds.  So,  drawing  on 
his  contacts  as  an  international  banker 
for  Bank  of  Boston,  Yurchyshyn  set  up 
18  correspondent  accounts  with  banks  in 
North  America  anil  Europe  to  help  the 
Ukrainians  finance  world  trade. 

Another  Ukraini- 
f-^     an- American  who 
sees  building  infra- 
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HOPING  TO  CUT 
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DEPENDENCE  ON 
RUSSIAN  OIL 
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structure  as  a  cruc 
first  step  is  New  Yc 
lawyer  Askold  Loz; 
skyj,  40.  One  of  his  p 
jects  is  a  $50  milli 
bond    issue    to  ht 
Ukraine  establish  an 
ternational  credit  rati 
and  modernize  dock 
cilities  in  Odessa,  t 
country's  principal  po 
The  latter  is  an  especi 
!y  high  priority  becai 
of  Ukraine's  uneasy 
lationship  with  Russ 
which  provides  most 
Ukraine's  oil  via  pi] 
line.  During  politi( 
tiffs,  Russia  periodic 
ly  threatens  to  sh 
down  the  pipeline.  T 
modernization  will  alk 
Odessa  to  unload  tai 
ers  more  efficiently  a 
thus  cut  Ukraine's  ( 
pendence  on  Russian  oil.  ^ 
other  of  Lozynskyj's  ide 
is  a  $200  million  Ukraini 
equity  fund  that  would 
used  to  jump-start  sm; 
Ukrainian  businesses  such 
shoe,   brick,   and  appliar 
factories. 
For  Lozynskyj,  executive  vice-prt 
dent  of  the  Ukrainian  Congress  Comn 
tee  of  America,  an  umbrella  group 
Ukrainian-American  organizations, 
ting  up  such  funds  is  just  the  latest 
ample  of  his  nationalist  ardor.  In  19 
he  and  other  protestors  stormed  the 
viet  Mission  to  the  U.  N.,  winding  up  i 
New  York  jail.  Twelve  years  later, 
was  in  the  slammer  again,  this  time 
protesting  Soviet  policies  at  the  Los  j 
geles  Olympics.  It  v 
a  matter  of  family  ( 
dition.  Lozynskyj's 
ther,  a  strident  Ukra 
an    nationalist,  v.i 
interned  by  the  Nazia 
Auschwitz,  "r 
rests     were  < 
badge  of  hone' 
Lozynskyj  e 
counts.  "Wc 
spend  the  night  singi 
Ukrainian  songs  in  ji.' 

Other  Ukraini;iE 
from  abroad  are  zto 
ing  in  on  telecommii 
cations.  In  a  one-rCiir 
Kiev  office  decora^ 
with  a  blue-and-jl 
low  Ukrainian  f g 
three      Ukrain  n 
American  AT&T  e  'C 
utives    are  sloggif 
through  bureaucrac;  t< 
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.etter  From  Ukraine 


set  u{)  a  iH'W  switching  network.  A  joint 
venture  involving  AT^v-T,  Deutsche  Bun- 
(lespost  Telecom,  the  Dutch  jjostui  and 
telecommunications  network,  and 
Ukraine's  Communications  Ministry  will 
supjjly  long-distance  switches  to  cover 
L'ki'aine's  2.1  phone  regions  anfl  huild  a 
satellite  earth  station  near  Kie\'.  The 
network  will  take  several  years  to  com- 
plete and  will  vastly  improve  communi- 
cations both  within  Ukraine  and  witli  the 
outside  world. 

Still,  actual  investments  (jf  cash  are 
just  starting.  Officials  at  the  Overseas 
Private  Investment  Corp.  in  Washing- 
ton, D.  C,  say  that  some  <S;!  companies 
plan  investments  totaling  about  $4  l)il- 
lion  in  Ukraine,  ('ash- 
strapped  Ukrainian  fac- 
tories are  waiting  eagerly. 
One  that  might  see  money 
fairly  soon  is  the  Kiev  Lift 
Factory.  Otis,  a  division  of 
United  Technologies 
Corp.,  will  begin  investing 
up  to  $17  million  latei-  this 
year  to  retool  the  'JO-yeai'- 
old  i)lant  from  top  to  liot- 
tom.  Factory  director  Ana- 
toly  G.  Vakulenko  believes 
the  capital  infusion  will 
doul)le  his  output  o\cr  the 
next  three  years.  The  joint 
venture,  ol';  owned  Ijv 
Otis,  was  dreamed  up  by 
Otis  East  Euroi)ean  proj- 
ect director  Mark  E.  Mill- 
man,  who  emigrated  from 
I'kraine  in  lltTM. 
PATRIOTS.  In  the  same 
area  is  tlie  sprawling  Electi"onmash  fac- 
tory, where  1(1. 000  workers  hand-assem- 
ble clones  of  ll;M  and  Digital  E(iuipment 
Cor]i.  computers.  Sales  are  down  at  the 
electronics-eciuipment  maker,  which 
hopes  to  set  up  a  joint  venture  in  the 
near  futui'c  with  Iledex  Packaging 
Corp.,  a  tiny  private  company  in  Rolling 
Meadows,  III.,  owned  an<l  operated  by 
husband  and  wife  Ihor  Wyslotsky  and 
Marta  Farion.  Wyslotsky,  in  particular, 
is  motivated  by  patriotism.  His  maternal 
grandfather,  a  judge,  was  murdered  flur- 
ing  Stalin's  regime,  and  his  other  grand- 
l)arents  disapijeared  in  Sil)eria.  Wys- 
lotsky's  parents  fled  to  .Argentina, 
where  he  grew  up. 

If  the  deal  goes  through  later  this 
year,  Electronmash  will  ship  mechanical 
parts  antl  frames  for  ])ackaging  e(iuii)- 
ment  to  Redex.  The  U.  S.  company  will 
then  add  electronics  and  process  controls 
and  market  the  equipment  in  the  West. 
That's  appealing  to  Electronmash  be- 
cause it  means  hard-currency  earnings. 
Redex  would  get  low-cost  parts  from  the 
factory,  where  workers  are  paid  an  aver- 
age of  3,500  rubles,  about  $18,  a  month. 


Not  all  of  tile  attention  is  focused  on 
Kiev.  Take  Lviv,  the  major  city  in  west- 
ern Ukraine,  a  hotbed  of  the  Ukrainian 
independence  movement,  especially  after 
Stalin  seized  the  region  in  1989,  as  a 
consequence  of  his  nonaggression  pact 
with  Hitler's  Germany.  On  Freedom 
Pros])ect,  a  busy  street  formerly  named 
after  Lenin,  there  was  a  frenzy  of  activi- 
ty at  the  Grand  Hotel,  an  architectural 
beauty  built  a  century  ago,  when  the 
city  was  part  of  the  Austro-Hungarian 
Empire.  More  than  (iO  construction  work- 
ers, local  artisans,  and  renovators  trans- 
formed the  hotel's  five  dusty  floors  with 
panels  of  locally  produced  stained  glass 
and  intricately  carved  wooden  beds.  Cut 


crystal  decanters  from  Lviv 
grace  many  <if  the  guest 
rooms. 

It's  all  part  of  the  vision 
of  Marta  Fedoi'iw,  owner  of 
Rravo  International  Inc..  a 
li'a\el  agency  in  Allentown, 
Pa.  In  V.m.  after  taking 
several  tour  groups  to  L\'i\'.  she  was 
offered  the  chance  to  lease  and  rebuild 
the  hotel  by  the  town's  connnunist  may- 
or. It  was  a  big  gamble,  given  tlu'  prob- 
lems nf  fiiuling  maierials  and  the 
chances  Ini-  political  um'est  if  local  na- 
tionalists [jushed  too  hard  for  indepen- 
dence. But  the  hotel  opened  on  Aug  2.j. 
Muses  Fedoi'iw:  "I  was  well  into  the  re- 
construction when  the  coup  occurred.  It 
was  a  total  risk." 

Nor  are  the  political  risks  over  I'or 
Ukraine.  The  coming  year  will  be  a  time 
of  testing.  Like  many  republican  leaders, 
Ukraine's  President  Leonid  Kravchuk  is 
a  former  communist  harfl-liner  turned 
reformer.  He's  now  under  attack  from 
several  sides.  Unreconstructed  hard-lin- 
ers who  fear  ra|)id  change  want  to  dei'ail 
reform.  And  Kravchuk  also  faces  harsh 


■  MINNESOTA- 
BRED  BANKER 
YURCHYSHYN: 
THREE  YEARS  AGO, 
THIS  WOULD  HAVE 
SEEMED  LIKE  A 
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criticism  from  such  international  figures 
as  World  Bank  Chief  Economist  Law- 
rence Summers  and  financier  George 
Soros  for  moving  too  slowly  on  economic 
reform. 

If  Ukraine's  government  fumljles  in 
its  moves  toward  greater  democracy  and 
a  market  economy,  the  rush  homeward 
of  Ukrainian  emigrants  and  their  chil- 
dren will  no  doubt  taper  off.  Burnout  or 
backlash  from  locals  could  also  deter  the 
passionate  Ukrainians  from  abroad. 
While  the  government  has  welcomed 
them  so  far,  Ukrainians  don't  want  for- 
eigners ordering  them  around  any  more 
than  they  liked  taking  cues  from  Rus- 
sians. "Many  [overseas  Ukrainians] 
come  and  waste  time  by 
pontificating  and  being  pa- 
tronizing and  repeating 
the  oljvious.  It  gets  on 
people's  nerves,"  says 
Kravchenko,  co-director  of 
the  public  administration 
institute. 

RUSSIFIED.   Also  unset- 
tling:   Returnees  some- 
times don't  like  what  they 
see.  At  a  smoky,  Friday 
night   party   with  fellow 
Ukrainian-Americans  and  - 
Canadians,  one  21-year-old 
worries  about  the  gap  be- 
tween the  Ukrainian  cul- 
ture he  has  found  in  Kiev 
and  the  one  he  left  in  the 
U.  S.  "I  was  really  sur- 
[irised  at  how  Russified 
Ukraine   is,"   says  Mark 
Bodnar,  a  recent  Universi- 
of  Virginia  graduate  who 
says  he  has  always  been  deep- 
ly involved  in  "Ukie"  activities 
at  home.  A  prime  cause  of  his 
surprise:  The  large  number  of 
Kiev   residents,   Russian  and 
Ukrainian  alike,  who  speak 
Russian  rather  than  Ukrainian, 
loser  to  Ukrainian-American  cul- 
ture than  to  the  culture  I  have  found 


tv 


Today's  inhabitants  of  newly  indepen- 
dent Ukraine  are  unlikely  to  live  up  to 
all  the  emigres'  dreams.  Life  in  a  former 
communist  country  that's  trying  to  re- 
make itself  is  not  a  fairy  tale — it's 
tough.  "It's  flattering  to  talk  about  what 
the  diaspora  can  do,  but  Ukrainians  have 
to  do  it  themselves  in  the  end,"  notes 
U.  S.  Ambassador  to  Ukraine  Roman  Po- 
padiuk,  a  Ukrainian-American  who  grew 
up  in  Brooklyn,  N.  Y.  Yesterday's  emi- 
grants from  balkirs/ichi/na  and  today's 
Ukrainians  have  years  of  work  cut  oul 
for  them. 

ROSE  BRAD> 

[i  1(1(1  !i  is  BI'S/XE'SS  H'A'A'A  '.s-  M(>nc(ji/'  burcai 
vliicf. 
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America's 
Most  Exciting 
Spectator  Sport 


The  jump  into  hyper-space 
makes  your  stomach  wrench, 
and  your  hands  clench  tightly 
when  enemy  fire  zips  over 
your  head.  The  sights  and 
sounds  are  so  incredibly  realistic  that 
you  almost  feel  like  you  are  experi- 
encing an  adventure  first-hand,  rather 
than  watching  a  movie.  By  the  time  it 
all  ends,  you  feel  drained,  yet  elated. 
But  as  you  get  up  to  go  home,  you 
realize  that  you  already  are  home. 
You've  just  experienced  the  "home 
theater','  the  most  exciting  trend  in 
home  entertainment  today.  Break- 
throughs in  optical,  electronics  and 
laser  technology  have  made  it  possible 
to  exchange  TV  boredom  for  the 
knock-out  impact  of  a  movie  theater. 

The  Practical  Home  Theater 

Experiencing  a  movie  instead 
of  just  watching  it  requires 
something  more  advanced 
than  conventional  audio- 
video  technology.  The  picture 
must  be  crisp,  vivid  and  HUGE.  The 
audio  not  only  needs  a  natural  tone, 
but  it  should  also  create  a  gigantic 
soundstage  with  individual  sounds 
precisely  placed  all  around  you. 

One  of  the  best  examples  of  the 
home  theater  is  the  surprisingly 
compact  and  practical  Pioneer  Home 
Theater.  The  giant,  razor-sharp  picture 
of  its  celebrated  Pioneer  rear-projection 
monitor,  the  spectacular  3-D  stereo 
sound  effects  of  its  Home  Theater 
Experience  speakers  and  "Dolby* 
Pro  I^gic"-"  equipped  Audio/Video 
Receiver,  and  the  unrivalled  sight  and 
sound  quality  of  its  LaserDisc  player 
combine  to  create  an  unforgettable 
sensation  that  quickly  becomes 
indispensable.  Once  you  get  a  taste 
of  this  state-of-the-art  theater  from 
Pioneer,  conventional  AV  systems 
seem  claustrophobic. 


The  Pioneer 
Home  Theater 
brings  the 
movie  theater 
adventure  into 
the  privacy  of 
your  own  home. 


Although  the  lk»iiic  I  heater  was 
designed  to  duplicate  the  real  movie 
theater  experience,  its  stunning 
picture  and  magic  sound  will  also 
make  all  of  your  software  dramatically 
more  realistic,  including  broadcasts, 
LaserDiscs  (LD),  video  tapes,  and 
audio  sources  like  CD.  The  Compatible 
LaserDisc  (CLD)  player  is  particularly 
useful,  since  it  plays  all  major  optical 
disc  formats,  including  both  CD  and 
LD.  The  versatile  control  abilities. 
Digital  Signal  Processing  (DSP)  and 
Dolby'"'  Pro  Logic*  circuitry  of 
Pioneer's  renowned  audio-video 
receivers  help  transcend  the  limitations 
of  video  and  audio  software  alike, 
bringing  them  a  significant  step  closer 
to  the  original  performance.  Plus,  the 
Pioneer  Home  Theater  is  great  fun  to 
listen  to,  since  unlike  normal  audio, 
it  can  holographically  project  sounds 
all  around  the  room  in  a  vivid  but 
realistic  manner. 

Not  Everyone  Can  Play 

But  few  companies  are  capable 
of  integrating  electronics, 
optics,  video  and  audio  to 
the  degree  needed  for  a  top- 
notch  home  entertainment 
system.  This  demands  the  multi-field 
expertise  of  a  comprehensive  tech- 
nological corporation,  but  it  also 
helps  to  be  an  audio  and  video 
specialist.  Like  Pioneer.  Today,  Pioneer 
is  second  to  none  in  laser,  optical, 
magnetic,  and  electronics  technology, 
and  its  home  entertainment  products 
are  among  the  most  advanced  in  the 
world.  But  sometimes,  technology 
itself  is  not  enough. 


Beyond  Technology 

Traditionally,  video  and  audio 
equipment  was  designed  to  re- 
produce software  accurately. 
But  as  no  software  is  perfect, 
the  real  goal  of  home  enter- 
tainment should  be  to  reproduce  the 
original  event,  not  the  software.  For 
example,  most  companies  have  said 
that  CD  offers  "perfect  sound  forever". 
However,  Pioneer  has  never  agreed,  and 
designed  the  "Legato  Link"  specifically 
to  compensate  for  CD's  inherent 
limitations.  This  circuit  analyzes  CDs, 
computes  what  the  original  sound  was 
like  before  it  was  recorded,  and  corrects 
the  digital  signals  so  the  final  playback 
is  as  close  to  the  original  performance 
as  possible.  Best  of  all,  it  works  on  all 
your  existing  discs. 

At  Pioneer,  our  trademark  is  quality. 
If  any  product  doesn't  meet  our  strict 
standards,  we  won't  release  it.  But  we 
also  emphasize  reliability,  and  versatile 
products  that  make  real  sense  for  the 
consumer.  Designed  to  create  a  direct 
link  to  the  thrill  and  emotion  of  the 
original  performance.  Pioneer  products 
are  capable  of  playing,  and  improving, 
a  wide  range  of  software  formats,  and 
are  specifically  engineered  against 
obsolescence.  You  see,  we  consider  our 
responsibility  to  the  consumer  to  be  the 
most  important  technology  of  all. 

Dolby  ■'  and  Pro  l^gic  "  arc  registered  irademarks  of  Dolby  Laboratories 
Licensing  Corporation,  "jl99l  Caroleo  Piclurcs  Inc.  All  rights  reserved. 
The  dcpiclioii  of  ENDOSKEI  KTON  is  a  trademark  of  Caroleo. 


PIONEER 

The  Art  of  Entertainment 
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HOW  TO  DETERMINE  WHETHER 
YOU'VE  ENTERED  VIRTUAL  REALITY 

It  was  a  pleasure  to  see  "Virtual  reali- 
ty" (Cover  Story,  Oct.  5),  which  gave 
spacf  to  technical  applications  rather 
than  just  focusing  on  its  use  in  enter- 
tainment. Many  who  follow  engineering- 
technology  believe  that,  in  just  a  few 
years,  this  will  be  a  key  element  in  the 
design  process.  The  article  makes  a  mis- 
take by  including  examples  of  visualiza- 
tion and  animation  that  have  few,  if  any, 
characteristics  of  VR.  A  VFt  system  in- 
\-()ives  the  user's  immersion  in  and  inter- 
action with  the  graphic  image,  not  just 
viewing  it  on  a  display  screen.  This  is  a 
complex  subject,  and  including  non-VR 
examples  confuses  the  issue  and  takes 
away  from  what  will  be  one  of  the  most 
exciting  advances  in  computer  technol- 
ogy over  the  next  few  years. 

David  E.  Weisberg 
Englewood,  Colo. 

Readers  interested  in  your  fascinat- 
ing story  on  virtual  reality  would 
find  one  of  my  favorite  novels  great  fun. 
Shepherd  Mead's  hilarious  book  Tlic  Big 
Ball  of  Wax:  A  Storij  of  Tomonvic's 
Happy  Wo)i(l,  published  in  19.54,  told  of 
the  massive  effects  of  a  virtual-reality- 
like device,  "XR,"  combined  with  home 
TV,  on  American  advertising  and  culture. 

Since  this  is  long  out  of  print,  readers 
should  ask  their  public  libraries  to  get  it 
for  them.  Most  libraries  provide  this  ser- 
vice free  of  charge. 

Marvin  H.  Scilken 
Orange  Public  Library 
Orange,  N.  .1. 

THOSE  INTERNATIONAL  STANDARDS 
AREN'T  CARVED  IN  STONE  

Your  story  about  new  international 
standards  organization  rules  (ISO 
!)0(l()),  "Want  Kc  business?  You  have  two 
choices"  (Science  &  Technology,  Oct.  19), 
states;  "Now,  Malcolm  Baldrige  Nation- 
al Quality  Award  winners  Motorola,  Xe- 
rox, IBM,  and  others  are  making  suppli- 
ers adopt  ISO."  Motorola  does  not,  and 
will  not,  require  its  suppliers  to  be  ISO 
9()()0-approved.  We  will  purchase  from, 
and  certify  our  suppliers,  based  on  their 


record  of  excellence  in  product  or  ser- 
vice, not  on  a  system  based  on  standards 
and  procedures. 

Richard  C.  Buetow 
Senior  Vice-President 
Motorola  Inc. 
Schaumburg,  III. 

You  have,  perhaps  unwittingly,  per- 
petuated the  myth  that  Iso  9000 
compliance  is  an  KC  requirement.  ISO 
9000  was  designed  to  harmonize  quality 
systems,  not  technical  norms  or  product 
directives.  There  are  different  ISO  stan- 
dards, and  ISO  9000  is  not  regulated  and 
is  not  an  EC  directive.  It  is  a  company-by- 
company  specific  requirement  of  their 
suppliers. 

Daniel  H.  Pearl 
Corporate  Quality  Systems 
ISO  9000  Program  Manager 
Corning  Inc. 
Corning,  N.  Y. 

THERE'S  AN  EASY  WAY  TO  MAKE 
NONPROFITS  ACCOUNTABLE 

Regarding  "United  they  stand?"  (Top 
of  the  News,  Oct.  19):"  Instead  of  the 
mea  culpas  and  renewed  promises,  non- 
profit organizations  should  do  just  one 
thing;  Send  along  copies  of  their  concise 
budget  reports  with  all  of  their  appeals 
and  donation-soliciting  letters  in  the  fu- 
ture, so  that  prospective  contributors 
could  judge  for  themselves  whether 
their  money  is  going  to  be  squandered 
or  whether  it  will  go  where  it  is  intended 
to  go.  That  alone  will  increase  trust  and 
contributions. 

Lancelot  I.  Kethley 
Portland,  Ore. 


BUICK  HAS  NO  INTENTION 

OF  JUNKING  THE  SKYLARK  

Your  story  "GM  is  meaner,  but  hardly 
leaner"  (Top  of  the  News,  Oct.  19), 
(juoting  analysts,  gave  the  incorrect  im- 
pression that  the  Buick  Skylark  may  be 
targeted  for  cancellation.  If  your  writers 
had  called  Buick,  they  would  have 
learned  (1)  there  are  no  such  plans,  and 
(2)  Skylark  sales  for  the  first  10  months 
of  1992  exceeded  those  for  the  same  pe- 
riod in  1991. 

Indeed,  Buick  has  been  a  star  in  the 
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Soil  can  erode 


at  the  rate  of  up  to 


one  inch  per  year. 


Now  a  word  about 

1 

financial  assets. 


ixes  take  a  Mil)l)le  liere.  A  nibble  there.  Then  inflation  takes  a  bite.  Little  wonder  the 
erage  financial  portfolio  gets  eaten  away  over  time.  Precisely  why  every  J.R  Morgan 
Ivisor  offers  a  range  of  global  investment  services  to  balance  risk  and  reward.  Analysts, 
aders,  and  financial  strategists  who  focus  on  increasing  long-term  reward.  And 
nerational  planning  services  to  transfer  that  reward.  Better  still,  the  best  way  to  make  sure 
>ur  assets  won't  erode  over  time  is  to  start  a  financial  relationship  that  won't,  either.  If  you 
ive  assets  of  $5  million  or  more,  call  Richartl  B.  Jones,  J.P  T  w»rV<^ 
organ  California,  at  (213)  489-9334.  Private  Banking  J  A    iVl(jI  ^clli 

'  York.  Wilmington,  Del  .  Palm  Beach,  Los  Angeles,  San  Francisco.  Brussels,  Frankfurt.  London,  Madrid,  Milan,  Nassau,  Pans,  Geneva.  Zurich.  Hong  Kong,  Singapore,  Tokyo 


marketplace  in  the  past  two  years.  In 
the  1991  model  year,  Buick  led  the  indus- 
try (domestic  and  import)  in  sales  vol- 
ume increase  and  market  share  increase. 
In  the  1!)92  model  year,  Buick's  LeSabre 
was  the  No.  1-selling  full-size  car.  And  in 
the  first  few  weeks  of  the  1998  model 
year,  Buick  sales  were  up  12.3'  ' — includ- 
injj  a  142''  increase  for  Skylark — while 
the  industry  was  up  only  0.6' < . 

J.  E.  DeCou 
Director  of  Pul)lic  Relations 
Buick  Motor  Div. 
General  Motors  Corp. 

Flint.  Mich. 


WHY  DON'T  BANKS  LEND  MORE? 
LOOK  AT  THE  ROADBLOCKS  

The  story  ".Jumi)ing  into  the  credit 
gaps"  (Finance,  Oct.  19)  states  that 
banks  are  shy  of  making  loans  and  other 
lenders  are  filling  the  gap.  You  would  be 
loan-shy,  too,  if: 

■  Regulators  were  superaggressive  in 
forcing  you  to  write  off  loans  against 
scarce  capital,  out  of  fear  of  having  an- 
other savings  and  loan  debacle. 

■  You  could  do  far  better  in  making  in- 
vestments than  loans,  because  they  had 
low  or  no  capital-liacking  requirements. 


■  Borrowers  still  looked  upon  the  bank- 
er as  an  easy  mark  and  hesitated  to 
accept  the  requirement  that  they  place 
some  of  their  own  money  at  risk  in  the 
venture. 

■  Bankruptcy  and  foreclosure  statutes 
and  interpretations  made  it  difficult  and 
time-consuming  for  banks  to  get  their 
money  back  in  cases  of  default. 

■  Nonbank  competitors  in  the  loan  mar- 
ket could  undercut  rates  because  they 
had  no  reserve  recjuirements  or  Commu- 
nity Reinvestment  Act  requirements  to 
meet. 

Paul  S.  Xadler 
Professor  of  Finance 
Rutgers 
Newark,  N.J. 

MORE  HOMEMAKERS  MAY  BE 
JUST  WHAT  THE  ECONOMY  NEEDS 

Your  commentary  "'Family  care:  Tips 
for  comjjanies  that  are  trying  to 
help"  (Top  of  the  News,  Sept.  28)  asserts 
that  the  economy  would  suffer  great 
harm  if  one  parent  in  each  household 
with  children  left  the  paid  labor  market. 
The  assertions  are  based  on  superficial 
analyses  of  minimal  data.  No  consider- 
ation is  given  to  the  contributions  the 


nonemployed  spouses  would  make  to 
their  families,  schools,  and  communities. 
Nor  is  consideration  given  to  the  greater 
effectiveness  the  remaining  workers 
would  have  on  the  job  because  of  re- 
duced absenteeism  to  care  for  household 
and  family  duties. 

The  author  comments  on  the  tremen- 
dous cost  of  drug  addiction  and  crime 
but  apparently  didn't  consider  it  curious 
that  those  horrible  problems  have  grown 
up  during  the  same  25-year  period  that 
homemakers  have  been  leaving  the 
home  to  join  the  paid  labor  force.  Tell  usj 
again  why  we  can't  afford  to  have  par-i 
ents  devote  more  time  and  energy  to  I 
raising  our  children.  I 
David  J.  Arthur 
Ruth  E.  Arthur 
Costa  Mesa,  Calif. 

MIDLANTIC  CUT  EXPENSES 
—BUT  IT  DIDN'T  USE  AN  AX 

The  story  "Banking  pulls  back  from 
the  brink"  (Finance,  Nov.  2)  makes 
several  interesting  jjoints  about  banking, 
but  one  statement  about  Midlantic  Corp. 
is  misleading.  The  expense  reductions  re- 
ferred to  were  accomplished  in  the  busi- 
nesses of  Midlantic  remaining  after 


WHOSE  ASSETS 
UNDER  MANAGEMENT 
ARE  GROWING  BY 
A  BILUON  DOUARS 
A  MONTH? 
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oiDe  banks  were  sold.  Throuffh  a  broad- 
ased,  bankwide  reengineerinjj  effort, 
xpenses  were  reduced  while  customer 
ervice  was  increased — without  selling 
ssets,  closing  branches  and  existing 
usinesses,  or  reducing  salaries. 

Garry  J.  Scheuring 
Chainiian,  President,  and  CKO 
Midlantic  Corp. 
Edi.son,  N.J. 

WO  WAYS  EMPLOYERS  CAN 
OPE  WITH  WORKERS'  COWIP 

rhe  idea  that  a  worker  should  be  enti- 
tled to  benefits  (medical,  lost  wages) 
egardless  of  fault  was  noble  in  design, 
ut  because  of  legal  and  medical  abuses, 
hie  employer  is  now  the  victim  ("When 
ijured  employees  act  anything  but,"  Fi- 
ance, Oct.  5).  While  there  is  no  short- 
ge  of  ideas  to  correct  this  situation,  two 
f  them  merit  specific  mention.  Employ- 
rs  and/or  insurance  companies  should 
e  able  to  control  medical  treatment. 
Imployees  should  not  be  able  to  "doctor 
hop,"  clinics  should  not  be  able  to  solicit 
atients,  and  unlimited/unquestioned 
reatment  should  not  be  permitted. 
The  other  solution,  available  in  Texas, 
>  to  allow  employers  to  leave  the  work- 
rs'  compensation  system  and  institute  a 
enefit  plan  under  the  Employee  Retire- 


ment Income  Security  Act.  In  Texas,  em- 
ployers who  choose  this  route  (now  esti- 
mated as  80,()0()-plus)  have  realized,  on 
average,  a  70'^  reduction  in  work-relat- 
ed-injury costs  and  a  dramatic  reduction 
(by  80''  lo  W')  in  frecjuency  of  claims. 

The  "fraud  units"  of  the  various 
states  and  insurance  companies  are  inef- 
fectual at  best.  To  date,  there  have  been 
()l,47(i  workers'  compensation  claims 
filed  in  Texas.  This  means  that  12,295 
{20'  <)  of  these  claims  are  "questionable." 
The  fraud  division  of  the  Texas  Work- 
ers' Compensation  Conmiission  has  in- 
vestigated only  854  and  sought  indict- 
ments on  only  ]:]. 

Ronald  J.  Walenta 
Vice-President 
Frederiksen,  Frederiksen  &  Austin 

Dallas 

AL  CHECCHI  HAS  NORTHWEST 
POINTED  IN  THE  RIGHT  DIRECTION 

Larry  N.  McCumber  criticized  many  of 
the  changes  Al  Checchi  has  imple- 
mented at  Northwest  Airlines  Inc.  in 
"Checchi  and  balances"  (Readers  Re- 
port, Oct.  1!)).  Northwest's  financial  posi- 
tion indeed  appears  more  precarious 
tlian  l.iefore  the  leveraged  liuyout,  but  as 
one  who  lives  in  a  market  completely 
dominated  by  Northwest,  I  can  testify 


that  Cliecchi's  determination  to  impose 
radical  change  on  the  "ragtag  opera- 
tion" he  purchased  was  absolutely  cor- 
rect. Under  prior  management,  North- 
west consistently  offered  terrible  service 
on  filthy  aircraft  with  surly  personnel. 
While  by  no  means  yet  an  industry  lead- 
er in  any  of  those  areas,  Northwest  has 
dramatically  improved.  I  cannot  assess 
Checchi's  understanding  of  the  airline  in- 
dustry, but  he  does  seem  to  understand 
that  without  trying  to  satisfy  customers, 
you  will  surely  fail. 

Joseph  S.  Folz 
Auburn  Hills,  Mich. 

HOW  MUCH  DOES  A  LABORER 

EARN  IN  NEW  YORK?  

In  reference  to  "From  wingtips  to 
workboots"  (Top  of  the  News,  Oct. 
19):  $65,000  a  year  for  a  novice,  out-of- 
shape,  middle-aged  laborer?!  Please  say 
it's  a  typo.  The  New  York  building  in- 
dustry isn't  that  out  of  whack  ...  is  it? 

Glenn  T.  Evans 
Baltimore 

Letters  to  the  Editor  should  be  sent  to  Readers 
Report,  Business  Week,  1221  Avenue  of  the  Ameri- 
cas, New  York,  N.  Y.  10020.  Fax:  (212)  512-4464, 
Telex:  12-7960,  Intl.  4998204.  All  letters  must  in- 
clude an  address  and  daytime  and  evening  tele- 
phone numbers.  We  reserve  the  right  to  edit  letters 
for  clarity  and  space. 


Over  the  past  year.  The 
Equitable  and  its  subsidiaries 
have  been  adding  to  the  assets  they 
manage  by  an  average  of  better  than  a 
bilUon  dollars  a  month.  Today  they  total  nearly 
$150  billion. 

Almost  all  of  our  growth  has  come  in  the 
form  of  assets  entrusted  to  us  by  third  parties. 
The  amount  we  manage  for  others  has 
increased  to  $100  billion  -  including  $50 
billion  in  the  last  five  years  alone.  The  annu- 
aUzed  fee  base  on  these  third-party  assets 
now  stands  at  approximately  $400  million. 

riii: 


It's  a  sign  that  top  business 
people  trust  our  investment  pro- 
fessionals to  produce  consistently 
superior  results.  We  are  strongly  commit- 
ted to  ensuring  that  their  confidence  remains 
extremely  well  placed. 

To  learn  more  about  the  strength  in  The 
Equitable  s  numbers,  write  to  Richard  H.  Jenrette, 
Chairman,  or  Joseph  J.  Melone,  President,  at 
The  Equitable,  787  Seventh  Avenue,  Dept.  A, 
New  York,  NY  10019. 

The  Equitable  Companies  Incorporated  is  traded  on 
the  NYSE  under  the  symbol  EQ. 


EQUITABLE 

STRENGTH  IN  NUMBERS 


IhE  Compaq  ProSig 
IhE  Same  Impact  As"^ 


PC 

►UR] 


Not  long  ago,  wc  introduced  PCs  that  established  us 
as  the  new  leader  in  affordable  computing.  To  that  we 
now  add  the  COMPAQ  ProSignia  Family  of  PC  Servers: 
delivering  a  new  level  of  performance,  affordability 
and  support  by  establishing  a  new  class  of  PC  servers. 


Ironically,  the  more 
critical  vour  PC  network 
becomes,  the  more  likelv 
vour  network  server  will 
prove  inadequate. 

The  taster  vou  need 
something,  the  slower  it 
delivers.  When  it's  time  to 
upgrade  or  expand,  you 
find  vourselt  at  the  tech- 
nological equivalent  ot  a 
dead-end  street. 

Which,  needless  Xo  sav, 
can  he  a  problem. 

W^hat  vou  need  is  an 
easy-to-manage  system  of- 
lerina  hiah  performance, 
tlexibililv  and  extended 


support.  All  at  an  excep- 
tional price. 

In  other  words,  a  break- 
through. 

hi  still  other  words,  the 
new  COMPAQ  ProSignia. 


PROCESSORS:  c/np  upgradable 
4Sb/n  or  4StDX2/66  EXPAN- 
SION: 7  32-R,i  EISA  bui  master 
slots  STORAGE:  over  6GB  inter- 
nal m  S  hays  HARD  DRIVES: 
Fast-SCSI-2  (S30AIB.  SSOMB. 
/,05GB).  Drive  Array  Pairs  (6S0MB. 
1.02GB).  IDE  (2I0\IB.  S40MB, 
ilOMB)  DRIVE  CONTROLLER: 
IntcqraleJ  or  optional  32-Bit 
Fast-SCSh2.  IDA-2.  or  Integrated 
IDE  (on  modeh  I  /  El  and  340/ W) 
NETWORK  CONTROLLER: 
Prcinstalled  32  Bu  \etFle\  Control- 
ler SfRViR  MANAGEMENT: 
l\SIGIIT  Scr\cr  Manaqcment 
Erameiunk  RAM:  4-l2liMB  of 
mJtiun -standard  SIMMS  WAR- 
RANTY: Free  !hree-\ear.  parts  and 
labor,  on-'.ilc"  uarranl\  SUP- 
PORT: Free  24-hour.  7-da\  hard- 
ware ■■uppon.  optional  mu!ii-\cndor 
network  operalmi^  spff/n  \upport. 


For 
starters, 
the  COMR^:^^j|^ 


ProSignia  486/33 
outperforms  compara- 
bly configured  IBM  an 
Dell  servers  by  83%  am 
64%,  respectively.*  (Bot 
of  which,  by  the  way,  ar 
much  more  expensive 
hi  not-so-simple  term 
here's  how  we  did  it 

Compaq  ProSigni 

disk-configured  mode 
come  standard  with  an  a 
new  32-Bit  Fast-SCSI 
Controller  tliat  perform! 
twice  as  fast  as  old  SCS 
technology.  As  well  as 
preinstalled,  COMPAC 
32-Bit  NetFlex  ControUe 
that  works  with  Ethern( 
or  Token  Ring.  And  fc 
those  who  require  trul 


C1199J  Compaq  Cr)mpuCirC..r|),,r.ili..n  All  Rights  Reserved  COMPAQ  Registered  US  Patent  and  Trademark  OITke,  ProSignia,  NetFlex  and  Oinipa()Care  are  trademark: 
Compaq  Computer  Corporation  I'rodiu  t  names  mentioned  herein  may  be  trademarks  and /or  registered  trademarks  of  their  respective  companies  "Results  from  running 
Week  File  VrverSh<,ot.,ul  test  Allpro.lu,  ls«ith  IhMBofRAM  COMPAQ  ProSignia  withintegrated  3  >-Bit  Fast-SCSI  2  Controller  and  four  S5UMB  Fast  SCSF2  Hard  Drive 
II.  II  I'ouerl  ine  4;ilSE  uith  Dell  St  SI  Contn.jler  and  lour  650MB  SCSI  Hard  Drives  IBM  PS/'  XP486/ SO  Model  95  with  IBM  SCSI  Controller  and  four  400MB  SCSI  Hai 


LVER.\^  Expect  It  To  Hjwe 
ENTLY  Introduced  PCs. 


raordinary  capabilities, 
offer  an  optional  32-Bit 
1-2  Controller. 
\11  of  which  means  it 
?s  a  lot  less  time  to  get 
t  more  done.  No  more 
waiting  for  files.  No 
I  more  staring 


maintain  better  control 
over  vour  entire  network, 
but  can  also  anticipate, 
and  help  prevent,  poten- 
tial problems. 

The  simple  translation: 
Fewerheadaches.  Foryou. 
For  users.  Forever. 

We've  even  turned 


:er 
?en  that 


•es  just  as 
nkly  back, 
"he  COMPAQ 
iSi^nia  is  also  the 
t  affordable  PC  server 
3rporating  advanced 
naaement  technolo 
i.  hicluded  is  a  set  of 
tplc-to-use  features 


up  the  volume  on  our  ser- 
vice and  supj)ort  program. 
You  oct  a  full  three-\'ear, 
on-site  'limited  war  rant  v, 


7-  d  a  v-  a  -  w  e  e  k  t  e  c  h  n  i  c  a  1 
support.  Free. 

CompaqCare  also  now 
includes  our  optional  Ad- 
vanced Network  Support 
Agreement,  a  com|irehen- 
sivc  selection  of  svstems- 
related  support  services 
that  can  be  customized 
to  meet  vour  needs. 
T)  learn  how  easv  it 
is  to  ^ret  up  and 
running,  just  call 
1-800-345-1518 
in  the  U.S.,  or 
1-800-263-5868 
in  Canada. 
You'll  find  out  whv 
the  COMPAQ  ProSignia 
represents  such  an  excep- 
tional value.  And  whv  it 
will  undoubtcdlv  make  a 
bia  impression.  On  the 


t  not  only  help  you        as  well  as  24-h(jur-a-day,       marketplace,  and  on  you. 

"This  service,  provided  by  Contracted  Service  Providers,  is  specific  to  hardware  products  and  may  nt)t  he  available  in  certain  geographic  locations  Consult  the  Compaq 
ler  Support  Center  for  details,  tSuggestcd  retail  price,  reseller  price  may  \arv.  price  indicated  is  lor  non  disk-configured  COMPAQ  ProSignia  486 /J  3  Model  I  /  EL,  not 
d  here;  monitor,  NetFlex  Controller  not  included  Mn.lcls  including  hard  drive  and  NetFlex  Controller  start  under  S4  500  The  Intel  Inside  logo  is  a  registered  trademark 
Corporation 


The  COMPAQJ'roSiijnh]  suirti  at  under 
$2,700*  and  IS  designed,  tested  and 
certified  to  run  NetWare  flawlessly.  We 
even  offer  NetWareJrom  Compaq  to  op- 
timize server  management  capabilities. 


\\  ith  only  industr]  -standard  technolo- 
gies and  an  easy -to-upgrade processor 
path,  the  COMPACyProSignia  provides 
a  cost-eff'Ctive  ivav  to  meet  today's 
needs  today,  .{nd  tomorrow's  tomorrow. 


s 


LIBERATION  MANAGEMENT:  NECESSARY  DISORGANIZATION 
FOR  THE  NANOSECOND  NINETIES 

By  Tom  Peters 

Alfred  A.  Knopf  •  834pp  •  $27.50 


TOM  PETERS'  MANTRA 
FOR  'NUTTY  TIMES' 


It's  hard  to  be  indifferent  about  Tom 
Peters.  He  has  become  American 
l)usiness'  best  friend  and  worst 
niji'htmare,  a  champion  and  a  critic,  a 
^um  and  a  gadfly.  He  is  fearless  about 
criticizing  the  corporate  elite:  When 
President  Bush  went  to  Japan  with  De- 
troit's Lee  lacocca,  Harold  Poling,  and 
Robert  Stempel,  for  example,  Peters 
dubbed  the  CEOs  "the  three  blind  mice." 
Eagerness  and  courage  in  speaking  out 
on  key  issues  have  helped  make  him  the 
most  quoted  observer  of  U.S.  business. 

L ibcra  t  io >i  Ma  n (i ge- 
mot t,  Peters'  fourth  and 
latest  book,  demonstrates 
that  he  hasn't  run  out  of 
things  to  say.  It's  an  am- 
bitious and  literally 
weighty  undertaking,  tii>- 
ping  the  scale  at  three 
l)Ounds.  Early  on,  r\'ters 
announces:  "I  pray  we 
have  a  bumpy  ride  in  the 
pages  ahead."  And  so  we 
do.  He  throws  so  many 
stories,  anecedotes,  and 
ideas  at  readers  that  it's 
hard  to  digest  them. 

Still,  the  co-autlior  of 
In  Search  of  Exeellenee. 
the  best-selling  manage- 
ment i)ook  pul)lishe(l  ex- 
actly a  decade  ago,  writes 
in  a  chatty  and  engaging  style.  He 
l)rings  unabashed  emotion  and  opinion  to 
every  page.  If  all  the  exclamation  points, 
rhetorical  questions,  and  asides  are  at 
times  annoying,  they're  also  what  set 
Peters  apart  from  so  many  other,  pon- 
derously dull,  business  analysts. 

In  Liberation,  Peters — like  nearly  ev- 
ery other  contemporary  business  observ- 
ei- — writes  about  the  speed  at  which 
products,  markets,  and  technology  are 
changing.  Exhorting  managers  to  re- 
spond to  this  new  reality,  he  says  no 
industry  is  staid  or  predictable  anymore. 
"We're  all  in  Milan's  haute  couture  busi- 
ness and  Hollywood's  movie  business," 
he  writes.  "If  you  don't  feel  crazy, 
you're  not  in  touch  with  the  times!  The 
point  is  vital.  These  are  nutty  times. 
Nutty  organizations,  nutty  people,  capa- 
ble of  dealing  with  the  fast,  fleeting, 
fickle,  are  a  requisite  for  survival." 
As  always,  Peters  urges  companies  to 


pay  more  attention  to  both  employees 
and  customers,  focusing  on  ways  to  mo- 
tivate workers  and  forge  closer  links 
with  buyers.  But  in  Liberation  Manage- 
ment, he  shifts  his  emphasis  to  the 
structure  of  organizations.  Roughly  half 
the  book  is  devoted  to  the  need  to  re- 
think corporate  structure.  Peters  ex- 
pounds on  everything  from  the  need  for 
"minimalist  headquarters"  to  "deinte- 
gration" — the  falling  apart  of  companies 
(General  Motors  comes  to  mind)  that  try 
Id  pi'oducc  f'xerx'thing  themselves.  He 


sjjeaks  (.)!'  "ljuckyborgs,  organizations 
made  up  of  50-  to  60-person  business 
units,  and  of  "brainware,"  which  he  says 
has  replaced  hardware  as  the  basis  for 
competition  in  the  age  of  information. 

Much  of  what  he's  saying — that  the 
organization  of  the  future  will  be  leaner, 
flatter,  networked — has  been  said  be- 
fore. But  in  the  quest  for  flexibility  to 
cope  with  fast-paced  change,  Peters 
urges  a  truly  radical  redo.  At  his  most 
extreme,  he  suggests  that  companies 
adopt  "the  rule  of  five" — that  there  be 
no  more  than  five  central  staffers  for 
every  $1  billion  in  revenue.  That's  impos- 
sible, of  C(jurse:  Even  at  Johnson  & 
Johnson,  perhaps  America's  most  decen- 
tralized corporation,  there  are  1,000  peo- 
ple in  headquarters  for  some  $13  billion 
in  sales.  But  Peters  is  out  to  shake  up 
managers'  thinking.  Central  staff,  he  ar- 
gues, serves  largely  as  an  intrusive  bu- 
reaucracy, and  individual  business  units 


could  move  more  quickly  and  positively 
with  less  oversight.  He  draws  inspira^ 
tion  from  such  iconoclasts  as  Percy  Bar 
nevik,  who  cut  the  corporate  staff  ai 
Switzerland's  Brown  Boveri  from  4,00( 
to  200  after  the  company  merged  wit! 
iAsea  of  Sweden.  The  result:  a  series  oj 
more  nimble  companies  that  are  closei 
to  their  customers. 

At  one  point,  Peters  urges  CEOs  to  rur 
their  companies  as  if  they  were  carni| 
vals — with  a  bare-bones  central  staff,  in 
dividual  hawkers  in  booths,  and  custom 
ers  able  to  choose  whatever  service; 
they  wish.  "Say  carnival  and  you  thinl 
energy,  surprise,  buzz,  fun,"  he  writes 
"To  create  and  maintain  a  carnival  is 
never  to  get  an  inch  away  from  dynamii 
imagery.  As  chief,  you  must  feel  th( 
dynamics  in  your  fingertips,  be  guide( 
by  them  in  every  decision." 

As  such  passages  suggest,  Peters  ii 
very  good  at  making  management  ad 
vice  lively,  even  interesting,  for  busy  ex 
ecutives.  But  Liberatioi 
Managetnent  is  ju.st  to( 
long.  Moreover,  on  nearl; 
every  other  page,  Peter; 
cites  an  academic  or  con 
sultant,  a  book  or  article 
BUSINESS  WEEK  Or  Tk 
Ha rva rd  Bus i n ess  Re 
view.  On  the  one  hand 
this  is  useful:  Peters  is  ; 
kind  of  intellectual  vacu 
um  cleaner,  reading  wide 
ly  and  continually  suckinj 
up  ideas.  For  executive 
with  no  hope  of  readinj 
as  much,  he  provides  tic 
bits  of  the  best  new  mar 
agement  thinking.  Bu 
the  many  citations  als 
point  to  a  problem:  Peter 
seems  to  be  reading  to 
much.  This  time  around,  his  insight 
seem  increasingly  second-hand,  forme 
at  a  distance  from  real  experience. 

With  the  world  moving  toward 
knowledge  economy,  Peters  looks  to  t( 
day's  professional-services  firms  as  mo( 
els  for  future  survival.  They  are  alread 
populated  with  knowledge  workers,  h 
reasons,  so  the  best-run  among  them  o 
fer  lessons  for  more  traditional  businesi 
es.  Among  the  companies  he  holds  up  a 
examples  are  Electronic  Data  Systemi 
Ross  Perot's  old  computer-consultin 
outfit;  management  consultants  McKii 
sey  &  Co.,  Peters'  old  stomping  ground: 
and  the  accounting  firm  of  Arthur  Ai 
dersen  &  Co.  In  each,  he  notes,  moi 
work  is  performed  by  teams  in  whic 
individuals  from  different  disciplines- 
marketing,  finance,  production — corr 
together  to  share  ideas  and  analyze 
particular  problem.  In  every  kind  ( 
business,  he  suggests,  managers  shoui 
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"We're  a  small  human  resound 
consulting  f  irm,  and  we  can't 
alTord  lo  make  mistakes." 

"So  when  I  called  Pitney 
Howes.  I  was  very  clear  abou 
what  I  was  looking  lor  in  a 
mailing  system.  I  wanted  to 
know  when  it  could  be 
delivered,  how  much  it 
would  cost  and  what  kind 
of  service  commitment  they 
were  willing  lo  make." 

"Our  Pitney  Bowes 
representative  quoted  me  a 
price,  explained  the  service 
contract  and  promised  me  a 
system  in  two  weeks. ..then  w( 
shook  on  our  agreement.  We 
I  went  away  on  a  business 
trip. ..and  when  I  returned  foui 
day.s  later,  our  new  Pitney 
Bowes  meter  and  scale  were 
up  and  functioning." 

"I  was  elated.  It  was  a 
very  pleasant  surprise  to  see 
that  a  large  company  like 
Pitney  Bowes  would  treat  a 
small  customer  with  such 
professionalism  and  courtesy. 

"A  lot  of  companies  preach 
customer  service.  Pitney 
Bowes  delivers." 

At  Pitney  Bow  es.  ciisicDier 
satisfaction  is  a  comniitim'iit 
that's  at  the  vcry  filwr  of 
our  l)iisiiu'ss.  Ii  shapes  the 
attitudes  aihl  actions  of  our 
people.  And  it's  reflec  ted 
in  the  quality  and  reliability 
(if  our  products.  What's 
more,  we  hack  it  up  w  ith 
our  Customer  Satisfiction 
duarantee'.^'  For  more 
inf)rmatioii.  call  I -800- 
MR  BOWES  ext.  3068. 


44 


Pitney  Bowes  went  above  and 
beyond  the  call  to  serve  our 
mailing  needs.  They're 


an  exceptional 
company." 


George  Anderson 

Vice  President,  Executive  Recruiting 
Gans,  Gans  and  Associates 
Chicaso,  Illinois 


BO 
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What  if  your  office  furniture  is  just  average  and  your  emplo 


One  size  fits  all  is  a  fine  philosophy  when 
you're  bu\  inj^  socks.  But  its  ^ot  a  few  holes  when 
applied  to  your  office  furniture. 

Asearly  as  the  1940s, 


PL-\CES' comer     the  people  at  Haworth  recog- 

■U'ort  surfhce  n-ilh  luijiishihlf 

keyhoanl ;,ad     nized  that  employees  aren't 


Tnikker 
culiu^tiihle  tiihle 


Catalyst'  sidtinv, 
cantle  nnchiUiism 


W  u  ;.'_u-  1 1 1 1  ■!  ■  ■  ■ 

simply  interchangeable  parts. 
That  the  workspace  should  adapt  to  the  worker. 
Not  the  other  way  around. 

And  today,  although  ergonomics  is  on 
everyone's  lips,  few  office  furniture  manufacturers 
offer  as  much  as  we  do  for  your  employees' comfort, 
health  and  productivity. 

For  example,  Haworth's  adjustable  key- 
board pads  allow  optimum 
comfort  and  performance. 
Trakker  adjustable  tables  let 
people  change  positions  fre 
quently  for  reduced  fatigue  and  improved  produc- 
tivit>'.  And  Catalyst  seating  u  ith  a  unique  cantle 
mechanism  gives  firm,  continuous  support  in  any 
position.  To  suit  anyone  and  anv  body 

Haworth  furniture  also  fits  the  require- 
ments of  current  and  pending  legislation. 

And  our  on-site 
training  helps  employees  get 
comfortable  with  advanced 
product  features  right  away. 

To  see  how  the  right  office  furniture  can 
help  your  employees  beat  the  ax  erages,  ask  for  our 
ergonomics  and  office  design  information  package. 
C///  Laura  Cramer  at  1-800-344-2000. 


HAWORTH  WORKS  FOR  BUSINESS. 


H/aWORTH 


;s  DuirpriseSo 


Mini 


THE  DIAMOND  ANNIVERSARY  BAND. 

s  your  1st,  5tk  or  lOtk  anniversary,  tliis  year, 
teU  ker  you'd  marry  ker  all  over  again. 

A  diamoncl  is  forever 


De  Beers         Diamond  Anniversary  Band  shown,  $2,850.  Price  slightly  higher  in  Puerto  Rico  &  Hawaii. 


RETURNS  THAT  BEAT  THE  MARKET^ 


7 
1/ 


Proof  That  Some  Junk  May 
TUrn  Out  Quite  Valuable 


Conifor table  w  ith  the  greater  risks  of  low 
qualit}  bonds?  .Now  may  be  the  lime  to  consider 
investing  in  Spartan  High  Income  Fund. 

•  liuilt-in  fund  diwrsiHcation  can  reduce  the 
risk  of  ow  ning  individual  bonds. 

•  ridelit\  s  Spartan  .Approach  is  designed  to 
maximize  yields  by  minimizing  expenses.' 


Spartan  High 
Income  Fund 

(fiidfd  10/12/92)  J'C>0 

l-VearToiiil  Retiinr  9'7/i2% 

(9,'.-in/91.9/-i(V92) 

(,S/2<)/90-9/.^0/92)    ^^'^  / 

Call  1-800-544-8888  24  Hours 
Fidelity        Inuestments  ® 

-'  ^  CODE:  BW/SPH/111692 

For  niort  coniplcti'  information,  iniludin)>  manajicnK-nt  Iceland  transaction  evpenses,  call  or  write 
for  a  free  pnispfctus.  Read  itcarcfiilU  before  \ou  in\est  or  send  nione\.  llien'  is  a  I""  rtdtniplidii  fiton 
slwR's  lifld  less  lli.in  2"oda\s  '  hii  lin' \c.ir  fndiiii;9  ■i(i'92.  llu-  luiidsidlal  rfUirn  (iiit|xiced  the  ll.OS",,  rclurii  ol 
the  Standard  &  I'lior  s  SOO  lnde\.  "Total  returns  are  historical  and  include  channe  in  share  price,  reiiivesinieni  ot 
dividends  and  capital  ijains  Share  price,  \  ield  and  return  var\  so  you  nia\  have  a  i;ain  or  a  loss  when  \ou  sell  \(jui 
shares  'Iraiisaclions  m.u  make  reduce \(iur  \ ield.  Tidelitv  DiMribulors  Corporalujii 


act  more  like  consultants,  creating  i)r(jj- 
ects  and  challenging  internal  norms. 
That's  good  advice.  If  you  can  find  it. 

BY  JOHN  A  BYRNE 
Senior  U'rilcr  Bi/rui'  corcrs  nicnuigetnent. 


BOOK  BRIErSI 


UNDERSTANDING  THE  DEAD  SEA  SCROLLS 

Edited  by  Hershel  Shanks 
Random  House  •  336pp  •  $23 

CANON  FODDER 


The  characters  could  come  from  an 
Indiana  Jones  tale:  Bedouin  shep- 
herds, Arab  antiquities  dealers,  an 
Israeli  archaeologist-soldier,  a  U.  S.  TV 
evangelist,  mysterious  Catholic  clerics- 
all  vying  for  a  cache  of  scrolls  that  could 
unlock  the  secrets  of  Western  religion. 
One  text  may  hold  coded  instructions  to 
a  hidden  treasure.  The  documents  are 
worth  millions.  But  this  is  no  fable.  It's 
the  saga  of  this  century's  great  archaeo- 
logical find,  the  Dead  Sea  Scrolls. 

Editor  Hershel  Shanks  makes  sure  the 
controversies  about  these  ancient  frag- 
ments are  presented  in  scholarly  con- 
text. But  it's  still  a  riveting  tale,  from 
the  discovery  of  the  first  scrolls  at  Qum- 
ran  in  1947  to  the  final  push  in  1991  to 
make  unpublished  texts  available.  (The 
official  team  of  scholars  had  been  releas 
ing  them  at  an  excruciatingly — some 
have  said  unconscionably — slow  pace.) 
Shanks  then  introduces  each  of  19  short, 
readable  articles  by  a  dozen  exjjerts. 

In  one  fascinating  article,  Yigael  Ya- 
din  explains  how  early  Christianity  may 
have  adopted  certain  customs — including 
baptism,  celibacy,  even  Sunday  wor- 
ship— from  the  Essenes,  an  ancient  Jew- 
ish sect  believed  by  many  to  be  the 
scrolls'  originators.  The  scrolls  thus 
deepen  our  sense  of  an  inextricable  link 
Ijetween  the  two  religions.  Moreover,  as 
Yadin  writes,  they  bring  the  Essenes' 
apocalyptic  Judaism — and  the  birth  ol 
Christianity — "into  immediate  focus 
across  a  barrier  of  two  thousand  years.' 

In  the  book's  final  section.  Shanks  re- 
turns to  the  controversies  about  the 
scrolls,  cutting  down  to  size  some  of  the 
wilder  theories,  such  as  the  notion  that 
the  Vatican  tried  to  suppress  the  scrolls 
The  book  makes  clear  that  the  unpub 
lished  texts  contain  no  bombshells.  Anc 
while  the  reader  may  sometimes  wis! 
for  a  unified  view  of  the  scrolls,  insteac 
of  a  dozen  only  partly  convergent  ones 
this  diversity  sharpens  one's  sense  oi 
how  difficult  it  is  to  interpret  this  pivota 
slice  of  history.  Even  the  most  dispas 
sionate  scholars  must  grapple  not  onlj 
with  the  distance  of  time,  but  with  thei) 
])ersonal  views  of  eternity. 

BY  JOE  MANDE 
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BOC 


Saint  Bernard 


Statue  in  the  Forbidden  Oily.  Beijmg 


Reliability,  loyalty  and  mutual  trust  are  essential 
prerequisites  for  successful  banking.  That's  why  Credit 
Suisse  attaches  so  much  importance  to  personal 
service.  Wherever  you  are,  we  can  offer  you  all  the 
advantages  of  a  modern  universal  bank.  Together  with 


our  partner  organization,  CS  First  Boston  Group,  Inc., 
we  have  firmly  established  ourselves  as  one  of  the 
world's  foremost  international  financial  services  groups. 
As  a  global  provider  of  Swiss  quality.  Credit  Suisse  is 
second  to  none. 


We  do  more  to  keep  you         at  the  top. 


CREDIT  SUISSE 
CS 


Head  Oflice.  Zunch/Switzerland  Represented  in  all  ma)or  international  financial  centres.  In  the  USA  and  Canada:  New  York  ■  Los  Angeles  ■  Atlanta  Calgary  Chicago  ■  Houston  Miami  -  Montreal 

San  Francisco  ■  Toronto  •  Vancouver 


Instead  of  moving 
million  people  have  sin 

'  pursuit    million  or  so  folks  left  Lotus  1-2-3  and 

^J^^  of  the  simple    arrived  at  Microsoft  Excel  for  Windows. 


Mi™^T  life,  more  than        People  everywhere  are  searching 

half  a  million  for  ways  to  make  their  work  less  like 

WordPerfect  users  are  now  using  work.  What  they're  finding  is  Microsoft. 
Microsoft  Word  for  Windows."  Another        We  can  simplify  everyday  comput- 
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-Time  magazine 


'  the  country,  over  a 
i]y  moved  to  Mcrosoft. 

ing  chores.  Writing  a  memo,  for  exam-  at  (800)  426-9400,  Dept.  HR7.  And 

pie.  Or  tracking  sales.  In  feet,  Microsoft  remember,  when  your  software  is  fest- 

Excel  and  Word  for  Windows  can  make  paced,  your  life  doesn't  have  to  be. 

any  job  easier  Even  downright  iulfilling.  ^« 

For  more  details  (and  personal  ex-  mwUCmOSOmt 

amples)  of  how  nice  it  is  to  move,  call  us  Making  it  easier 
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WHY  THE  COST 

OF  SERVICES  IS  SOARIHG 


BY  ALAN  S  BLINDER 


In  order  for 
manufacturing  and 
services  to  attract 
workers,  wages  for 
both  must  rise  at 
about  the  same  rate. 
But  productivity 
grows  more  rapidly 
in  industry,  so 
services  must  jack 
up  prices  faster  to 
keep  pace 


AlAN  S  BLINDER  IS  THE  GORDON  S 
RENTSCHLER  MEMORIAL  PROFESSOR 
OF  ECONOMICS  AT  PRINCETON 
AND  THE  AUTHOR  OF  GROWING 
TOGETHER 


Many  of  the  most  important  ideas  in 
economics  are  disarmingly  simple— 
the  sort  that  make  you  mumble: 
"Why  didn't  I  think  of  that?"  In  talking  to 
vai'ious  groups  of  late,  I  have  been  reminded 
of  one  striking  example:  a  general  and  power- 
ful idea  that  sheds  light  on  important  issues  as 
seemingly  diverse  as  the  health-care  crisis, 
the  escalating  costs  of  college  education,  and 
the  deterioration  of  municipal  services— but 
that  is  virtually  unknown  outside  the  econom- 
ics profession. 

The  idea,  articulated  most  clearly  l)y  my 
i-olleague  William  J.  Baumol  many  years  ago, 
is  that  the  market  mechanism  has  an  inherent 
N'ndency  to  raise  the  prices  of  personal  servic- 
es faster  than  the  prices  of  manufactured 
goods.  To  see  why,  consider  three  simple  facts 
about  the  way  markets  work. 

First,  the  prices  of  goods  and  services  re- 
flect the  costs  of  producing  them. 

Second,  productivity  advances  much  more 
rapidly  in  manufacturing  than  in  services. 
New  technology  and  machinery  make  factory 
work  ever  more  productive:  Auto  workers, 
for  example,  now  turn  out  vastly  more  cars 
per  hour  than  they  did  in  Henry  Ford's  day. 
But  a  waiter  sei'ves  about  the  same  number  of 
customers  per  evening,  and  a  barber  cuts 
about  the  same  number  of  heads  of  hair  per 
hour.  If  these  workers  raised  "productivity" 
(output  per  hour),  their  customers  would  prob- 
ably complain  that  service  had  deteriorated. 

Third,  over  long  periods  of  time,  wages  of 
workers  in  manufacturing  and  service  indus- 
ti'ies  must  rise  at  roughly  the  same  rates. 
Why?  If  they  did  not,  restaurants,  hospitals, 
and  universities  would  be  unable  to  attract 
employees,  who  would  line  up  for  higher 
wages  at  factory  gates  instead.  Free  markets 
do  not  allow  such  imbalances  to  persist. 

Now  put  these  three  facts  together.  Wages 
of  manufacturing  and  service  workers  rise  at 
about  the  same  rate,  while  productivity  gi'ows 
much  more  rapidly  in  manufacturing.  Hence 
the  costs— and  the  prices— of  personal  services 
must  rise  faster  than  the  prices  of  manufac- 
tured goods.  For  example,  college  tuitions, 
doctors'  bills,  and  the  cost  of  police  protec- 
tion should  rise  faster  than  overall  inflation. 

The  data  verify  this  prediction.  From  1950 
to  1990,  the  consumer  price  index  in  the  U.  S. 
rose  at  an  average  annual  rate  of  4.3%.  But 
goods  prices  rose  just  3.7%  per  year,  while 
service  prices  rose  5.4%.  The  gap  (1.7  per- 
centage points)  is  not  far  from  the  average 
economy  wide  productivity  growth  rate  (2%). 

Applying  this  analysis  to  more  specific  num- 
bers illuminates  three  contentious  issues.  It 
is  said  that  medical  costs  are  soaring  out  of 


control,  college  tuitions  are  rising  at  uncon- 
scionaljle  rates,  and  municipal  services  ai-e  de- 
teriorating despite  higher  taxes.  Is  this  be- 
cause doctors,  teachers,  and  police  officers  are 
greedy  or  inefficient? 

Start  with  health-care  costs,  which  grew 
1.8  percentage  points  faster  than  the  CPI  over 
the  period  1950  to  1990  (6.1%  vs.  4.3%).  No  one 
doubts  that  there  were  phenomenal  technical 
advances  in  medical  care.  Nonetheless,  many 
medical  services  (such  as  a  physical  exam) 
take  about  the  same  number  of  minutes  as 
they  used  to  and  were  therefore  bound  to 
grow  more  expensive  as  wages  rose.  In  fact,  if 
we  look  separately  at  medical  commodity  pric- 
es and  medical  service  prices,  we  find  that 
the  latter  rose  at  a  6.6%  annual  rate,  while  the 
former  rose  just  3.6%  per  year. 

Next,  think  about  the  nature  of  college  bills, 
which  go  mainly  to  pay  for  personal  services. 
Princeton  University  could  easily  double  the 
"productivity"  of  its  faculty  by  doubling  class 
sizes.  But  I  doubt  that  students,  alumni,  and 
trustees  would  count  that  as  an  improvement. 
In  fact,  class  sizes  at  Princeton  are  not  much 
different  now  from  what  they  were  20  years 
ago.  But  faculty  salaries  have  risen  roughly  in 
line  with  average  wages.  The  result?  Prince- 
ton's tuition  has  consistently  risen  faster  than 
the  CPI,  just  as  other  tuitions  have.  A  compre- 
hensive index  maintained  by  the  College  Sav- 
ings Bank  shows  that  college-cost  inflation 
outstripped  overall  inflation  by  an  average  of 
2.7  percentage  points  from  1957  to  1992. 
JUMPING  THE  GUN.  As  a  final  example,  consid- 
er the  provision  of  state  and  local  govern- 
ment services  such  as  education  and  police 
protection.  Taxpayers  complain  when  taxes 
go  up  while  public  services  deteriorate.  But  if 
no  one  wants  "productivity  improvements" 
such  as  larger  class  sizes  and  fewer  officers 
per  capita,  this  is  what  we  must  expect.  In 
fact,  price  increases  for  the  goods  and  servic- 
es bought  by  state  and  local  governments  av- 
eraged 5.4%  from  1950  to  1990— exactly  match- 
ing the  economy-wide  rate  of  inflation  in 
services. 

Does  this  absolve  hospitals,  colleges,  and 
city  halls  from  blame  for  rising  service  prices? 
Not  quite.  But  the  analysis  does  warn  us  not 
to  jump  to  conclusions.  That  tuitions,  say,  rise 
faster  than  overall  inflation  does  not  prove 
that  colleges  are  poorly  run. 

It  is  tempting  to  label  the  ever-rising  costs 
of  personal  services  a  defect  of  the  market 
mechanism.  But  it  is  not.  It  is  simply  the  way 
markets  should  and  do  work.  We  might  as 
well  get  used  to  the  idea  that  service  prices 
will  I'ise  faster  than  goods  prices  for  the  indef- 
inite future— for  they  almost  always  have. 
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'LONG-TERM  DISABILITIES. 
WERE  SETTING 
MY  COMPANY  BACK. 


Li 


CNA  SHOWED  ME  AWAY 
TO  MANAGE  MY  COSTS!' 

CNA  can  show  you  how  to  manage  your  disability  costs  and 
help  your  disabled  employees  get  the  right  care. 

CNAs  medical  staff  and  network  of  rehabilitation  professionals 
help  you  do  this  by  minimizing  the  chance  that  short-term 
disabilities  will  become  long-term.  We  guide  your  disabled 
employees  to  appropriate  care  and  counseling  early  on.  And 
that  makes  earlier  recovery  and  return  to  work  more  likely 
This  helps  you  manage  the  direct  costs  of  disability  as  well 
as  the  hidden  costs  of  retraining,  replacements,  overtime  and 
reduced  productivity 

Many  independent  agents  and  brokers  recommend  the  CNA 
Insurance  Companies  for  the  extra  value  we  bring  to  their  business 
clients— like  showing  them  how  to  manage  disability  costs.  Ask 
your  independent  agent  or  broker  about  CNA. 


CNA  INSURANCE  WORKING  HARDER  FOR  YOU. 


CNA 


For  All  the  Commitments  You  Make® 

CNA  provides  property/casually,  life/health,  workers'  compensation  and  employee  benefits  insurance 
CNA  Short-  and  Long-Term  Disability  insurance  is  underA^ritlen  by  property/casualty  and  lite  insurance 
companies  of  ttie  CNA  Insurance  Companies/CNA  Plaza/Ctiicago.  IL  60685 
independent  agents  wlio  represent  CNA  are  listed  in  the  Yellow  Pages 


HP  Vcctra  486N  Specifications 

•  32  ■lU  Intel  SX,  1  "X  and  DX2  processors  at  25, 33, 50  and  66  MHz 

•  IMl  RAM.  expandable  t<i  48  MB 

•  L'  >ca.  bus  integrated  I'ltra  VGA*  Video  with  graphics  accelerators 

•  85  43  :  MBhardiirive 

•  3.5"  floppy  drive 

»  Three  1 6-bit  expa  ision  slots 

•  ROM-b  ised  intern  1  diagnostic  and  system  guide 

•  Integrated  Flash  B  ")S  and  boot-ROM 

•  Maltil  vel  hardware  security 

•  Chip-upgradable 

•Suggested  U.S  isl  pm  for  HP  486  2.-)N  and  HP486'3^N  Miidel  1  Pf  s  Monitor  not  induded  Micrrjsoft  isa  f  S  registered  trademark  of  Microsoft  CorporaUon  Windows  3,1  is  a  product  of  Microsoft 
Corporation  The  Intel  Inside  logo  is  a  I'  S  trademark  of  Intel  Corporation    C  1992  Hewlett-Packard  Company  PPG-fi.56 


Now  we're  calling  the  shots. 


Those  cheap  PCs  don't  stand  a 
chance.  Hewlett-Packard  has  intro- 
duced 486  models  starting  at  under 
$1,200.*  With  prices  of  our  entire  line 
of  HP  486  and  386  PCs  down  as  much 
as  42%  in  the  last  9  months. 

But  our  low  prices  have  not  come  at 
the  expense  of  quality,  performance 
or  the  features  you  want. 

To  scream  through  those  high- 
powered  Microsoft'  Windows  and 
CAD  projects,  our  revolutionary 
local-bus  technology  and  fast  grapWcs 
accelerators  really  fly.  And,  with 


true  multivendor  compatibility, 
HP  PCs  fit  easily  into  your  computer 
environment. 

We've  also  made  big  advances  on  the 
networking  front.  Many  models  come 
with  preinstalled  network  interface 
cards  and  boot-ROMs.  And,  of  course, 
HP  PCs  are  fully  tested  and  certified 
with  all  the  major  NOSes. 

Our  security  features  are  so  conveni- 
ent your  peojjle  will  actually  use  them. 
And  our  486  desktop  PCs  are  chip- 
upgradable.  So  you  can  count  on 
always  having  the  latest  and  greatest. 


All  this  for  as  little  as  $1,200!  And  for 
a  few  hundred  dollars  more,  we'll  throw 
in  a  hard  drive  with  preinstalled  DOS 
5.0,  Wmdows  3.1  and  a  mouse. 

To  be  a  winner  in  the  pr  ice  wars, 
call  1-800-752-0900,  Ext.  7094  for 
your  nearest  HP  PC  dealer  Or  call 
1-800-964-1602  for  immediate 
details.  Then  start  calling  the  shots. 


HEWLETT 
PACKARD 


iconomic  Trends 


BY  GENE  KORETZ 


DESPITE  RISING  RATES, 
HOUSING  SHOWS 
SURPRISING  STRENGTH 

With  mortgage  rates  up  l)y  as  much 
as  70  l)asis  points  since  mid-Sep- 
teml)er,  economic  forecasters  have  been 
bracing  themselves  for  signs  of  renewed 
weakness  in  the  l)ellwether  housing  sec- 
tor. Instead,  it  appears  that  the  market 
for  new  single-family  homes  may  actual- 
ly be  strengthening. 

For  one  thing,  the  National  Associa- 
tion of  Home  Builders  reports  a  signifi- 
cant pickup  in  optimism  in  early  Octo- 
ber. Its  monthly  survey  indicates  that 
."32%  of  builders  felt  that  current  sales 
conditions  were  good,  the  highest  level 
since  February,  1989.  Similarly,  home- 
builders'  sales  expectations  for  the  com- 
ing six  months  and  their  reports  regard- 
ing traffic  of  prospective  buyers  through 
model  homes  were  both  the  strongest  in 
three  years. 

The  latest  sales  numl)ers  help  to  ex- 
plain this  exuberance.  According  to  the 
Commerce  Dept.,  instead  of  declining 
by  6.1%  as  originally  rej^orted,  sales  of 
new  single-family  homes  in  Augtist  actu- 
ally rose  for  the  fourth  straight  month. 
Although  sales  dipped  by  1%  in  Sep- 


HOMEBUILDERS  ARE 
TURNING  OPTIMISTIC 


20  r 

^  19  9  2 


0  '  '  1  '  1 

JUNE        JUtY  AUG  SEPT.  00 

A  PERCENT 

DAW  NATIONAL  ASSOCIATION  OF  HOME  BUIlDfRS 

lember,  that  initial  estimate,  like  oth- 
ers this  year,  will  almcjst  certainly  be 
revised  upward. 

Meanwhile,  single-family  starts  have 
been  surprisingly  strong,  hitting  a  1.07 
million  rate  in  Septembei',  24%  higher 
than  their  year-earlier  level.  And  the 
Moi'tgage  Bankers  Assn.  reports  that 
its  index  of  applications  for-  mortgages  to 
finance  home  purchases  (which  includes 
new  and  existing  homes)  appears  to 
have  turned  \\\)  sharply  in  mid-()ctf)ber, 


after  trending  down  in  August  and 
Septeml)er  fr-om  its  recent  peak. 

If  housing  remains  resilient,  it  could 
help  lift  the  economy  out  of  the  dol- 
drums. Economist  Brian  M.  Jones  of  Sal- 
omon Brothers  Inc.  notes  that  the  rise  in 
spending  on  single-family  dwellings  over 
the  12  months  ended  in  June  "alone 
iKjosted  real  c;dp  by  almost  two  percent- 
age points."  And  that  doesn't  include 
the  effect  on  growth  of  housing-related 
sales  such  as  furniture.  Indeed,  r-eal  con- 
sumer" spending  on  furnishings  and  api:)li- 
ances  exploded  at  a  17.2%,  annual  rate 
last  cpiarter. 

Why  has  the  turnaround  in  mortgage 
I'ates  apparently  failed  thus  far  to  short- 
circuit  the  pickup  in  housing?  Econo- 
mist Michael  Carliner  of  the  nahb  notes 
that  housing  demand  often  strengthens 
as  rates  turn  up  in  the  wake  of  reces- 
sions l)ecause  people  feel  that  they  have 
already  touched  their  cyclical  low.  But  he 
also  warns  that  any  such  positive  reac- 
tion would  almost  certainly  de  dissijiated 
if  rates  mf>ved  significantly  higher. 


HOW  R&D  SPENDING 
BOOSTS  NATIONAL 
COMPETITIVENESS 

Numerous  studies  have  shown  that 
business  investment  in  plant  and 
efjuipment  is  a  critical  determinant  of 
a  nation's  economic  growth  and  pros- 
perity. By  contrast,  the  impact  of  private 
investment  in  research  and  development 
(jn  national  productivity  has  received 
relatively  little  attention. 

Just  how  unfortunate  that  omission 
may  be  is  underscored  by  the  surprising 
results  of  a  new  study  by  economist 
Frank  R.  Lichtenberg  of  Columbia  Uni- 
versity's business  school.  Lichtenberg 
looked  at  the  I'elationship  between  levels 
of  R&D  investment  and  productivity 
growth  rates  and  living  standards  in 
some  53  countries  from  1960  to  1985. 
His  analysis  indicates  that  the  rate  of  re- 
turn on  such  intangible  investment  actu- 
ally exceeds  the  return  on  expenditures 
for  plant  and  equipment  by  a  factor  of 
as  much  as  7  to  1.  That  is,  a  dollar  of 
private  R&D  investment  appears  to  l)e 
seven  times  more  potent  in  facilitating 
productivity  growth  and  higher  per  cap- 
ita income  than  a  dollar  of  conventional 
capital  investment. 

Lichtenberg's  analysis  suggests  that 
R&D  has  a  high  "social  return"  within  a 
nation,  with  impoi'tant  spillover  effects 
that  improve  productivity  growth  across 
industries.  It  also  suggests  that  R&D 
spillovers  across  national  borders  tend  to 
occur  with  a  significant  lag,  allowing  na- 
tions that  foster  a  high  level  of  such  in- 


vestment to  maintain  their  advantage 
by  constantly  renewing  their  technolog 
ical  capital. 


IS  OPTIMISM  READY 
TO  RETURN?  CHECK  OUT 
THE  RESTAURANTS 

Although  surveys  indicate  that  consu 
mers  are  growing  gloomier,  econo 
mist  Gregory  Gieber  of  Smith  Barney 
Harris  Upham  &  Co.  points  to  one  indi 
cator  that  suggests  that  confidence  i; 
bottoming  out:  retail  sales  of  drinking 
and  eating  establishments.  "Dining  out, 
he  says,  "is  the  most  highly  discretion 
ary  action  of  all  consumer  purchase; 
and  the  one  that  is  most  easily  anc 
quickly  adjusted  when  people  becouK 
concerned  about  economic  security." 

After  rising  at  about  a  3.2%  annua 
rate  from  1982  through  1988,  he  notes 
real  drinking  and  eating  retail  sales  sud 
denly  leveled  off  in  1989  and  moved  side 
ways  through  1991.  Then,  after  a  brie 
rise  early  this  year,  they  "fell  througl 
the  floor,  declining  by  7%  between  Feb 
ruary  and  July." 

The  good  news  is  that  in  the  pas 
two  months,  this  spending  drop  has  lev 
eled  off,  suggesting  that  consumers  hav 
at  least  stopped  curtailing  such  expend 
tures.  One  development  that  has  helper 
adds  Gieber,  is  more  reasonable  men 
prices,  which  have  risen  a  scant  1.7*/ 
in  the  i)ast  12  months. 


A  MORE  SOBER  LOOK 
AT  MEXICAN 
TRADE  PROSPECTS 

Expectations  that  fast-rising  U.  S.  e> 
ports  to  Mexico  will  continue  to  of: 
set  weaker  sales  in  Europe  may  prov 
overly  optimistic.  Economist  Michat 
Moran  of  Daiwa  Securities  America  Inc 
points  out  that  merchandise  exports  t 
Mexico  actually  declined  in  July  and  Ai 
gust  to  an  annual  level  some  19%  belo\ 
their  second-c|uarter  pace— suggestin 
that  such  exjiorts  are  al)out  to  post  thei 
first  cjuarterly  decline  in  three  year's. 

Moran  says  that  the  main  reason  fo 
the  sudden  drop  is  a  slowdown  in  Mex 
can  growth  after  the  government  nearl 
douliled  short-term  interest  rates  t 
al)Out  19%  ear-lier  this  year  to  rein  in  ii 
flation.  Uncertainty  associated  with  th 
U.  S.  election  and  the  North  America 
Free  Trade  Agreement  may  also  hav 
led  many  companies  to  put  investmer 
plans  on  hold.  For  the  next  few  month: 
he  says,  "the  outlook  for  trade  wit 
Mexico  is  not  especially  favorable." 
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anasonic  GAOO  "  SuperFlat " 
System  Television.  Not  Just  A 
New  Television,  A  Whole  New 
Television  Technology. 

Your  sense  of  vision  and  hearing 
seem  to  have  been  enhanced. 
You're  experiencing  the  Panasonic 
GAOO  SuperFlat  System  Television. 

GAOO  means  advanced  televi- 
sion tech-    C3  A  O  O 

nology.         superflat  system'" 

Artificial  intelligence  circuitry.  Our 
''  ittest  screen.  High-con- 
trast black  glass.  It 
all  combines  to 
produce  an 
image  with 
intense, 
powerful 
color  And  it's 
capable  of 
generating  a 
picture  with  over 
700  lines  of 
resolution.'  But 
mere  words 
can't  describe  the 
Panasonic  GAOO 
SuperFlat  System's 
picture. 

You  must  hear 
this  new  Panasonic 
GAOO  SuperFlat 
System  Television, 
s  audio  specs 
might  impress  you. 
But  they  can't  com- 
pare to  hearing 
Its  Active  Dome 
Speaker  System.  It 
creates  incredible 
stereo  sound  that  seems  to  emanate 
from  the  screen. 

The  Panasonic  GAOO  SuperFlat 
System.  To  appreciate  it,  you  must 
experience  it  for  yourself,  ■ 

'Depending  on  source  i 


Panasonic* 

just  slightly  ahead  of  our  time.® 


PANASONIC  INTRODUCES 
GAOO  SUPERFLAT  SYSTEM  TELEVISION. 
TO  APPRECIATE  IT,  YOU  MUST 
EXPERIENCE  IT  FOR  YOURSELF 


Think  Beyond  Mainframes.  Tfiink  Beyond 
The  Alternatives.  Think  Infinity,  m  m  .  i  i  ,.e  .  ve,  n .  nfr 

and  mainframe  altcrnatixcs.  one  thing  is  clear.  Users  are  searching  for  a  more  cost-effective,  reliable,  and  .scalable  .solu- 
tion to  the  data  center  computing  challenge.  Encore's  Infinirv'  Series  ends  the  search.  .  .  An  open,  shared 
menioiy  system  with  capabilities  beyond  contemporan-  mainframes  and  beyond  .so-called  alternatiws.  The  Infinity  90 
delivers  ma.ssixe  scalal~)ility.  fault-resilience,  and  superior  throughput,  speed,  and  capacity  at  a  dramatically  reduced 
co.st.  The  result  is  unsurpassed  performance  at  a  .savings  of  70  to  80  percent  ox'er  traditional  mainframe  life-cycle  costs. 
Inhnity  '^X)  conhgiirations  can  be  .scaled  to  prcnide  o\er  100  times  the  compute  power  cner  20  times  the  I/O 
bandwidth  and  o\er  ~S  times  the  I/O  capacity  of  today's  mainframe  all  this  while  requiring  cmly  10  percent  of 
an  e(|uivalent  mainframe's  f(jotprint.  power,  and  air  conditioning.  The  Infinity  90  expands  in  a  co.st-effective.  granu- 
lar manner  as  your  data  center  rec|uirements  change.  The  Infinity  '--'O.  Years  beyond  the  mainframe  and  its 
alternatix es.  And  here  now,  from  Encore,  a  leader  in  high-performance  systems  for  oxer  30  years.  For  more 
informaiion,  call  SOO,'9,^3-6267  in  the  U.S.A.  or  Canada;  30S/587-2900  worldwide;  or  write  to  Encore  Computer 
Corpf)ration,  0901  W'esi  Sunrise  Boule\arel.  Fort  Liuderdale.  FL  33313-t  tW.   TTjf^^  IH^flt^Et^ 

Open,  Scalable,  Cost-Effective  Solutions 
For  Tomorrow,  Today, 
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IT'S  GONNA  BE  A  ROUGH  RIDE  FOR  A  WHILE 


A  BAD  OMEN  FOR 
THE  1993  ECONOMY 
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rhe  si<^n  in  President-elect  Bill  Clinton's  campaign 
headquarters  in  Little  Rock  says  it  all:  "It's  the 
economy,  stupid!"  That  note  kept  Clinton's  election 
)id  focused  on  the  key  issue,  which  he  rode  all  the  way  to 
he  White  House. 

Now  comes  the  hard  part.  What  makes  the  President- 
sleet's  task  unusually  difficult  is  the  long-term  nature  of 
nany  of  the  economy's  problems  and  Washington's  di- 
ninished  power  to  do  anything  about  them.  The  limita- 
ions  placed  on  both  fiscal  and  monetary  policy  by  record 
ederal  deficits  and  other  structural  impediments  only 
lomplicate  the  job  of  finding  solutions  that  everyone  can 
ive  with— especially  the  financial  markets. 

The  earliest  that  any  policy  in- 
itiatives could  lift  the  economy 
would  be  the  second  half  of  1993. 
But  any  boost  is  likely  to  be 
small,  because  of  fiscal  con- 
straints. Unless  the  economy 
really  hits  the  skids,  there  might 
not  be  much  urgency  to  im{)Ie- 
ment  a  budget-busting  stimulus 
package.  Such  a  nostrum  runs 
the  risk  of  pushing  up  long-term 
interest  rates  and  placing  fiscal 
md  monetary  policies  at  loggerheads. 

Although  the  President-elect  inherits  a  struggling  econ- 
)my,  he  also  gets  four  positive  fundamentals  that  may 
eventually  obviate  the  need  for  fiscal  pump-priming.  This 
luartet  of  declining  inflation,  low  interest  rates,  faster  pro- 
iuctivity  growth,  and  better  profit  margins  is  paving  the 
vay  for  continued,  if  only  modest,  growth. 

CONSUMER  In  a  campaign  peppered  with  charges  of 
SPIRITS  waffling,  it  was  actually  the  economy  that 
MIGHT  made  the  biggest  zigs  and  zags.  And  Clin- 

PERK  IIP  ton's  victory  won't  turn  the  economy 
u'ound  overnight.  The  latest  set  of  data  on  the  factory 
sector,  home  demand,  and  construction  suggests  that  sol- 
d  growth  will  remain  elusive  well  into  1993.  In  particular, 
he  leading  indicators  hint  that  the  economy  will  still  be 
struggling  come  Inauguration  Day  (chart). 

In  fact,  the  economy's  path  through  the  Clinton 
Administration's  first  100  days  was  set  well  before  Nov.  3. 
Consumer  confidence  might  perk  up  now  that  some  uncer- 
ainty  has  been  resolved,  but  consumers'  difficulties  are 
leeply  rooted  in  financial  problems  and  job  insecurity. 
The  economy  should  continue  to  grow,  but  it  will  probably 
)e  at  a  pace  near  the  lower  end  of  the  1%  to  3%  range 


the  recovery  has  been  mired  in  for  the  past  1%  years. 

One  ray  of  sunshine  might  l)e  the  downtrend  in  new 
jobless  claims.  Through  mid-October,  the  four-week  aver- 
age of  claims  had  dipped  below  its  September  level.  But  it 
is  still  too  early  to  tell  if  this  decline  reflects  better  labor 
markets  or  just  transitory  effects  following  the  hurri- 
canes and  strikes  in  late  summer. 

FACTORIES  Elsewhere,  there  are  lots  of  negatives  in 
STRUGGLE  the  outlook.  The  newest  problem  area  is 
TO  STAY  manufacturing.  According  to  the  Federal 
AFLOAT  Reserve's  latest  regional  summary  of  busi- 

ness activity,  growth  in  the  economy  continued  at  a  "slow 
and  uneven  pace"  in  late  September  and  October.  Howev- 
er, the  Fed  also  noted,  "the  manufacturing  sector  appar- 
ently lost  some  momentum  in  much  of  the  nation." 

Factories  are  losing  steam  because  of  weak  demand. 
New  orders  for  both  durable  and  nondurable  goods  rose 
1.1%  in  September,  but  that  followed  two  consecutive  de- 
clines. Bookings  in  the  third  quarter  remained  below  the 
second-quarter  level. 

The  pace  of  new  orders  continues  to  lag  behind  that  of 
factory  shipments.  Shipments  rose  1.8%  in  September, 
partly  rebounding  from  a  steep  2.5%  drop  in  August. 
Although  the  boost  in  shipments  helped  to  cut  inventor- 
ies by  0.3%,  the  backlog  of  unfilled  orders  continued  to 
slide.  That's  why  the  factory  sector  was  struggling  at 
the  beginning  of  the  fourth  quarter. 

Indeed,  that's  the  latest  word 
from  the  National  Association  of 
Purchasing  Management.  The 
NAPM's  index  of  industrial  activ- 
ity edged  up  to  50.6%  in  October 
from  49%  in  September,  barely 
clearing  the  50%  hiu'dle  that  indi- 
cates that  manufacturing  is 
growing,  not  declining  (chart). 

The  NAPM  said  production,  or- 
ders, and  export  demand  lifted 
the  index,  but  employment  re- 
mains a  sore  spot.  The  uptick  in  demand,  both  at  home 
and  aljroad,  is  clearly  good  news  for  manufacturers,  which 
are  facing  increasingly  empty  order  books.  However,  the 
NAPM  cautioned  that  orders  will  have  to  rise  further  if 
economic  growth  is  to  show  more  vigor. 

And  vigor  is  not  the  message  from  the  leading  indica- 
tors. The  leading  index— a  composite  of  11  indicators  that 
foreshadow  the  economy's  future— slipped  0.3%  in  Septem- 
))er,  the  third  drop  in  four  months.  The  slippage  in  the  in- 
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tlex  suggests  the  economy  will  be  hard-pressed  to  grow  l)y 
more  than  2%  in  coming  quarters. 

In  addition,  the  continuous  drop  in  the  index  of  coinci- 
dent indicators— which  tracks  the  current  state  of  the 
economy— is  particularly  disconcerting.  The  index  fell  by 
0.3%  in  Septeml)er,  on  top  of  a  0.6%  plunge  in  August.  It 
is  now  at  its  lowest  level  in  five  years,  suggesting  that  the 
recovery  from  recession  has  not  even  begun  yet. 

The  sagging  coincident  index  certainly  implies  that  the 
third-cjuarter  jump  of  2.7%  in  real  gross  domestic  product 
was  out  of  whack  with  reality.  The  index  last  quarter  was 
l)elow  the  second-quarter  average. 

LET'S  BUILD  The  latest  reports  on  the  housing  mar- 
ANOTHER  ket  and  construction  also  suggest  that 
NEW  OFFICE  President-elect  Clinton  has  tough  work 
PARK.  MOT!  ahead.  Although  new-home  sales  seem  to 
be  doing  well,  overall  construction  is  still  wrestling  with 
too  much  commercial  real  estate. 

Construction  spending  increased  1.3%  in  September, 
reversing  a  1.1%  fall  in  August.  Most  of  the  seesawing 
came  in  public  spending.  Ciovernment  outlays  rose  2.1%  in 
September,  after  dropping  2.3%  in  the  previous  month. 

Private  construction  increased 
1.1%  in  September,  led  by  a 
strong  advance  in  the  residen- 
tial sector.  After  making  no 
headway  in  early  summer,  home- 
building  jumped  1.9%  in  August, 
and  then  rose  an  additional  1.6% 
in  September.  Renewed  signs  of 
life  in  housing  demand  are  prod- 
ding l)uilders  to  straj)  on  their 
tool  belts  again. 

Indeed,  new  single-family- 
home  sales  rel)ounded  nicely  last  quarter,  after  dropping 
in  the  second  (chart).  Home  sales  fell  1%  in  September,  to 
an  annual  rate  of  617,000,  but  that  followed  four  solid 
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WHAT'S  HOLDING 
BACK  CONSTRUCTION 


gains  in  a  row.  Sales  for  the  entire  third  quarter  were  at 
a  618,000  pace— the  best  quarterly  sales  rate  in  nearly,, 
three  years. 

Increased  buyin.g  is  clearing  out  much  of  the  inventory 
of  unsold  homes  across  the  country.  In  September,  the 
supply  of  unsold  homes  stood  at  an  extremely  low  5.3 
months,  in  contrast  to  7.2  months  a  year  ago.  This  lean  in- 
ventory should  help  to  boost  housing  starts  in  the  fourth 
quarter  and  give  a  lift  to  the  economy  this  quarter  and 
into  early  1993. 

Builders  of  commercial  projects  will  continue  to  fare 
poorly,  though.  Nonresidential  construction  was  virtually 
flat  in  September  after  two  huge  losses  in  July  and  Au- 
gust. Moreover,  the  latest  data  on  building  contracts  sug- 
gest that  even  fewer  new  projects  are  being  started. 

The  F.W.  Dodge  Group  of 
McGraw-Hill  Inc.  reports  that 
new  luiilding  contracts  fell  2.7% 
in  September.  But  contracts 
for  nonresidential  construction 
plunged  5.3%— the  third  consecu- 
tive drop.  For  the  third  quarter, 
agreements  to  build  commercial 
real  estate  are  down  8.1%  from  a 
year  earlier.  Nonresidential  con- 
tracts are  at  their  lowest  level  in 
8/4  years  (chart). 

That  means  office  and  industrial  construction  will  re- 
main a  drag  on  the  economy  into  1993.  Indeed,  the  over- 
hang of  office  space  is  one  of  those  structural  problems 
that  will  hamper  this  economy,  regardless  of  who  had 
won  the  White  House. 

Finally,  thou,gh,  the  1992  campaign  is  ended.  With  its 
debates,  mudslinging,  and  infomercials,  this  election  may 
well  have  l)een  one  of  the  hardest-fought  in  the  postwar 
era.  But  Clinton's  toughest  challenges  lie  ahead.  He  may 
discover  that  rallyin.g  the  voters  was  child's  play  comparec 
with  rallying  this  economy. 
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THE  WEEK  AHEAD 


PRODUCER  PRICE  INDEX 


Tuesdai/,  Nov.  10,  8:30  a.m. 
One  economic  factor  that  President-elect 
Clinton  doesn't  have  to  fret  over  is  infla- 
tion. Producer  prices  for  finished  goods 
probably  rose  by  just  0.2%  in  Octolier, 
say  economists  sTirveyed  l:)y  MMS  Inter- 
national, a  division  of  McGraw-Hill  Inc. 
That  follows  a  mild  0.3%  increase  in 
Septemlier  and  keei)s  producer  inflation 
rising  by  about  1..5%  from  a  year  ago. 
Food  prices  likely  declined  in  October, 
but  fuel  costs  may  have  risen.  Even  ex- 
cluding the  volatile  food  and  energy 
components,  though,  the  foi'ecasters  say 
producer  prices  probably  also  advanced 
l)y  just  0.2%  in  October,  the  same  small 
rise  as  in  Septeml)er.  Weak  consumer 


demand  and  low  growth  in  unit  labor 
costs  will  keep  the  lid  on  inflation  in 
months  to  come. 

CONSUMER  PRICE  INDEX  

Friday,  Nov.  13,  8:30  a,  in. 
Consumer  prices  probably  increased  by 
0.2%  in  Octolier,  just  as  they  did  in  Sep- 
tember. An  increase  in  gasoline  costs 
will  be  offset  by  smaller  ,gains  in  prices 
elsewhere.  Excluding  food  and  energy, 
consumer  prices  prol)ably  also  rose  by 
0.2%  last  month,  the  same  modest  in- 
crease as  in  September.  In  particular, 
the  gi'owth  of  service  inflation  has  mod- 
erated consideralily  in  this  sluggish  econ- 
omy. Service  prices  excluding  energy 
are  up  by  only  3.6%  over  the  past  12 
months,  down  from  4.7%  a  year  earlier. 


RETAIL  SALES 


Frklaii,  Nov.  13,  8:30  a.m. 
The  MMS  economists  expect  that  retai 
sales  likely  increased  by  0.4%  in  October 
on  top  of  the  0.3%  rise  of  September 
Receipts  at  department  stores  and  gro 
eery  chains  probably  advanced  lasi 
month.  The  upward  revision  to  new 
home  sales  suggests  that  furniture  buy 
ing  may  have  increased  a  bit,  but  cai 
sales  added  little  to  the  retail  sector 
The  modest  increase  in  October  mean; 
that  retail  sales  started  the  fourth  quar 
ter  at  a  higher  level  than  their  third 
quarter  average.  The  biggest  challenge 
for  retailers  in  this  quarter,  though,  wil 
be  maintaining  the  sales  growth  during 
the  important  holiday  shopping  season. 
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Ife  amazing. 
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JOB  ONE: 
THE  ECONOMY 

IT  HELPED  ELECT  CLINTON.  NOW,  HE  MUST  GET  IT  GOING 


any  words  have  been  fixtures  in  the 
Democrats'  dreary  poHtical  lexicon 
through  their  long  White  House  ex- 
ile. Words  like  "loser."  Or,  to  cite  George 
Bush,  "clown"  and  "bozo."  But  until  Nov.  3, 
"landslide"  never  appeared  in  any  modern 
Democratic  dictionary. 

Bill  Clinton  changed  all  that  on 
Nov.  3  with  a  crushing  coast-to- 
coast  electoral  victory.  The  man 
who  began  his  long  march  to  the 
Presidency  from  the  Arkansas 
statehouse  amid  pundits'  yawns 
and  Republicans'  incredulous 
stares  rolled  up  a  huge  Electoral  College  ma- 
jority, beating  George  Bush  by  370  to  168.  He 
did  it  by  pounding  away  at  Bush's  economic 
record  and  by  vowing  to  convert  a  sputtering 
economy  into  a  shiny  new  engine  of  growth. 

Clinton  and  running  mate  Al  Gore  made 
some  history  in  their  election  romp.  The  duo 
swept  the  Northeast  and  Midwest,  picking  off 
such  Republican  strongholds  as  New  Jersey, 
Ohio,  and  Missouri.  They  cleaned  up  on  the 
West  Coast,  capturing  California,  Washington, 
and  Oregon  by  huge  margins.  The  Democrats 
also  cracked  the  GOP's  grip  on  the  South  and 
Mountain  West.  Aside  from  taking  their  home 
states  of  Arkansas  and  Tennessee,  the  "Dou- 
ble Bubbas"  picked  up  Georgia  and  Louisiana. 
Colorado,  New  Mexico,  and  Montana  went 
Democratic,  to  the  amazement  of  party  pros. 
ACROSS  THE  BOARD.  Republicans  are  making 
much  of  the  fact  that  Clinton  failed  to  win  a 
majority  of  the  popular  vote,  besting  Bush  by 
only  43%  to  38%.  One  reason  for  that  is  Ross 
Perot.  The  Texan  spent  an  estimated  $60  mil- 
lion on  his  independent  bid — and  captured  an 
impressive  19  million  votes  (page  33). 

But  the  breadth  of 
Clinton's  win  was 
stunning,  nonethe- 
less. He  rolled  up 
pluralities  with  most 
voter  groups  in  near- 
ly all  regions.  For  in- 
stance, he  persuaded 
more  than  50'/  of 
Democrats  who  had 
voted  for  Bush  in 
1988  to  come  home. 


Clinton  won  the  independents,  got  a  lopsided 
share  of  the  women's  vote,  scored  well  with 
younger  voters,  and  did  better  among  whites 
than  any  Democrat  since  1964.  Clinton  got 
nearly  as  many  first-time  voters  as  Perot  and 
Bush  combined. 

Although  his  voice  has  been  re- 
duced to  a  raspy  whisper,  Clinton 
won't  rest  for  long.  Hours  after  his 
triumph,  he  began  to  confront  the 
central  challenge  of  his  Presidency: 
The  same  sickly  economy  that 
helped  him  win  has  now  become  his 
greatest  enemy.  "Clinton  has  a 
long  list  of  promises  and  numbers  that  don't 
compute,"  says  Ryal  R.  Poppa,  chief  executive 
officer  of  Storage  Technology  Corp.,  in  Louis- 
ville, Colo.  "Now,  he  has  to  deliver." 

Two  straight  months  of  declines  in  the  index 
of  leading  indicators  haven't  made  his  job  any 
easier.  Yet  Clinton  is  no  pump-priming 
Keynesian  traditionalist.  His  approach  relies 
on  years  of  targeted  spending  on  education, 
training,  and  the  "knowledge  base"  of  the 
economy — investment  that  will  pay  off  only  in 
the  long  term. 

That's  not  to  say  that  Clintonomics  ignores 
the  short  term.  The  centerpiece  of  his  econom- 
ic-recovery strategy  is  a  double-edged  plan 
that  seeks  to  spur  new  investment  right  away, 
while  building  for  future  growth  (table,  page 
32).  The  key  elements,  which  will  be  presented 
in  a  detailed  legislative  package  soon  after  the 
new  Congress  convenes  in  January:  a  tax 
credit  for  business  purchases  of  new  plant  and 
equipment;  $20  billion  a  year  in  infrastructure 
spending;  a  new  job-training  trust  fund  paid 
for  by  employers;  overhaul  of  the  health-care 
system;  and  Clinton's  cherished  plan  to  pro- 
vide college-educa- 
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"270  NEEDED  TO  WIN 

tion  loans  for  all. 

Clinton  and  his  ad- 
visers promise  to  pay 
for  all  this  and  still 
come  up  with  a  new- 
ly explicit  plan  to 
halve  the  deficit  over 
four  years.  Says  Clin- 
ton Policy  Director 
Bruce  Reed:  "This  is 
going  to  be  the  most 
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aniliitious  10(1  r)ays  since  Roosevelt." 

The  trick  will  be  to  put  together  a 
responsible  package.  After  12  years  of 
divided  government,  Capitol  Hill  Demo- 
crats have  a  huge  wish  list.  And  though 
Democrats  are  delirious  in  victory  now, 
many  of  the  party's  interest  groups, 
among  them  gay  activists,  blacks,  femi- 
nists, and  union  members,  believe  they 
helped  put  Clinton  over  the  top.  They 


may  choose  to  overlook  the  new  Presi- 
dent's focus  on  the  long  haul  in  favor  of 
calls  for  instant  gratification. 

The  Clintonites  are  aware  of  the  pres- 
sures— and  the  risks  of  yielding  to  them. 
If  credit  markets  suspect  that  a  Clinton 
Administration  is  caving  in  to  pleas  for 
budget-busting  stimulus,  interest  rates 
will  spike  and  the  dollar  will  gyrate. 

Despite  the  risks,  a  surprising  number 


CLINTON'S  PRIORITIES 


•k  FIXING  A  HOLE:  THE  NEW  ADMINISTRATION  PLANS  TO  SPEND  BIG  ON  INFRASTRUCTURE 


THE  FIRST  100  DAYS 


PRIVATE  INVESTMENT  A  tax  credit  for  busi 
ness  purchases  of  new  equipment,  a  capital- 
gains  tax  cut  for  investment  in  startup  com- 
panies, an  extension  of  the  research  and 
development  tax  credit  for  business 

PUBLIC  INVESTMENT  $20  billion  a  year  in 
new  money  for  public  infrastructure,  includ- 
ing roads,  bridges,  and  environmental  clean- 
up technology.  Shift  defense  research  to 
high-tech  civilian  programs 

TAXES  A  tax  rate  hike  for  couples  earning 
$200,000  or  more,  a  millionaire  surtax,  and 
new  taxes  on  foreign  companies  doing  busi- 
ness in  the  U.S.  Modest  middle-class  tax 
cuts,  expanded  earned-income  tax  credit  for 
the  working  poor 

EDUCATION  AND  TStAINING  Federal  aid  for 
college  tuition,  a  notional  apprenticeship 
program  in  high-skilled  jobs,  and  a  require- 
ment that  businesses  set  aside  1.5%  of  pay- 
roll for  worker  retraining 

HEALTH  CARE  Develop  a  detailed  plan  for 
universal  health  coverage  and  cost  contain- 
ment. Encourage  use  of  managed-core  net- 
works. Clinton  has  not  yet  said  how  he  plans 
to  finance  this  system 


ON  THE  BACK  BURNER 


TRADE  Wrap  up  the  North  American  Free 
Trade  Agreement,  adding  beefed-up  envi- 
ronmental safeguards.  Expand  retraining  for 
U.S.  workers  displaced  by  NAFTA 

THE  BUDGET  Move  to  halve  the  deficit  in 
four  years.  New  defense  cuts,  possible  do- 
mestic cuts.  Clinton  may  also  shift  priorities 
by  redefining  the  budget 

SOCIAL  PROGRAMS  Mandate  family  leave, 
reform  the  welfare  system,  expand  local  po- 
lice forces,  expand  training  programs 

LABOR  RELATIOHS  Jawbone  for  greater  la- 
bor-management cooperation,  limit  tax 
breaks  for  executive  pay  over  $1  million 


■k  COSTLY  THERAPY:  TO  PARE  THE  DEFICIT, 
CLINTON  MUST  CUT  HEALTH-CARE  COSTS 


of  corporate  leaders  are  crossing  their 
fingers  and  cheering  Clinton  on.  "We're 
looking  to  the  new  President  with  ojili- 
mism,"  says  Albert  Hoser,  CEO  of  Sie- 
mens Corp.  "He's  smart,  and  he  knows 
business."  Corning  Inc.  Chairman  James 
R.  Houghton  says:  "We  do  need  sonic- 
thing  to  get  the  economy  going  again. 
Maybe  [Clinton's]  victory  will  push  up 
consumer  confidence." 

Although  a  number  of  foreign  govern- 
ments remain  concerned  about  the  Ar- 
kansan's  ine.xperience,  there's  plenty  nf 
pro-Clinton  sentiment  overseas,  as  well. 
"If  you  look  at  what's  pulling  the  woi'ld 
economy  [right  now],  there's  only  Soutli- 
east  Asia  and  perhaps  North  America," 
says  the  president  of  a  large  French 
bank.  "If  Clinton  does  boost  the  U.  S. 
economy,  it  would  be  very  helpful."  And 
the  Prussian  Parliament  greeted  Clin- 
ton's victory  by  finally  ratifying  the 
Strategic  Arms  Reduction  Treaty. 

There  are  several  ways  the  President- 
elect plans  to  boost  public  confidence 
over  the  coming  weeks.  For  starters,  he 
will  make  an  early  announcement  of  his 
key  economic  appointments  (page  36). 
"At  Treasury,"  a  key  aide  promises, 
"you'll  see  a  person  who  engenders  in- 
stant business  confidence." 
'FIRST  PRIORITY.'  But  Confidence  must 
be  earned  by  President  Clinton's  legisla- 
tive mastery — and  by  the  effectiveness 
of  his  interconnected  economic  propos- 
als. He'll  try  to  push  both  his  recovery 
plan  and  a  deficit-reduction  strategy  in 
tandem.  But  there  is  no  doubt  which  one 
tops  his  immediate  agenda.  "My  first 
priority,"  Clinton  says  over  and  over,  "is 
a  jobs  and  incomes  program." 

That  means  a  tax  bill  built  around  a 
permanent  investment  tax  credit  for 
business  purchases  of  new  equipment. 
The  Clintonites  hope  that  proposal  alone 
will  add  nearly  1  million  jobs  over  the 
next  two  years.  They'll  also  include  a  cut 
in  capital-gains  taxes  for  owners  of 
startup  businesses,  and,  very  likely,  a 
boost  in  the  earned-income  credit  to  re- 
duce the  tax  burden  on  the  working 
Ijoor.  It  will  be  paid  for,  as  Clinton  has 
said  for  months,  with  rate  hikes  on  tax- 
payers earning  $200,000  a  year  or  more 
and  by  increasing  taxes  on  foreign  cor- 
porations that  do  business  in  the  U.  S. 

Clinton's  recovery  program  will  also 
include  a  $20  billion-a-year  boost  in  gov- 
ernment spending  for  public  works.  He 
will  want  to  spend  some  of  that  money 
right  away  by  increasing  funding  for  ex- 
isting roads,  bridges,  and  mass-transit 
programs.  "The  idea  is  to  provide  a  bang 
to  the  economy,"  says  Clinton  economic 
adviser  Gene  Sperling,  "not  by  increas- 
ing consumption  but  by  investing  in 
things  you've  got  to  do  anyway." 

The  third  leg  of  the  plan  will  concen- 
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;rate  on  education  and  training,  inciud- 
ng  financial  aid  for  college  students, 
worker  retraining,  and  apprenticeship 
jrograms.  The  Clintonites  are  counting 
)n  these  "human  capital"  investments  to 
joost  U.  S.  competitiveness.  But  the  re- 
sults may  be  years  away.  "The  danger  is 
:hat  everyone  expects  quick  returns," 
says  Van  Doorn  Ooms,  senior  vice-presi- 
lent  of  the  Committee  for  Economic  De- 
velopment. "These  things  have  very 
ong-term  payoffs." 

Clinton  also  may  show  surprising  vig- 
)r  in  his  assault  on  the  deficit,  an  issue 
le  soft-pedaled  during  the  campaign. 
Ulinton  is  no  deficit  hawk,  and  he  firmly 
)elieves  that  economic  growth  is  the 
)esi  road  to  fiscal  responsibility.  Yet 
vhile  it's  unlikely  that  serious  deficit- 
•eduction  would  bite  before  fiscal  1994, 
vhich  starts  next  October,  Clinton 
cnows  the  markets  expect  him  to  put  a 
)lan  on  the  table  right  away. 

The  President-elect  has  taken  to  heart 
:he  painful  lesson  he  learned  last  month, 
vhen  long-term  interest  rates  shot  up  on 
'ears  that  Clinton  planned  a  costly  new 
stimulus  program.  "If  you  don't  do  a 
"iscal-stimulus  package  in  combination 
vith  longer-term  deficit  reduction,  you 
;ould  scare  the  hell  out  of  the  financial 
narkets,"  says  Urban  Institute  econo- 
nist  Isabel  Sawhill.  "It  could  all  be 
counterproductive." 

SURPRISE?  As  it  is,  Clinton  has  little  ma- 
leuvering  room.  He  has  promised  to  re- 
iuce  the  red  ink  by  half  in  four  years, 
rhat's  tough  enough,  but  he  also  has 
proposed  $220  billion  in  new  investment 
ncentives  and  spending  programs.  And 
le  has  all  but  acknowledged  that  the 
imited  tax  increases  he  has  proposed 
von't  cover  the  tab.  What  will  he  do? 

Clinton  aides  are  divided  on  the  an- 
swer, but  there  are  indications  that  the 
lew  President  will  surprise  both  friends 
ind  foes  by  cutting  spending  even  more 
han  he  has  acknowledged.  Clinton  has 
Iropped  hints  that  he  would  pay  for  part 
)f  his  infrastructure  program  by  wiping 
)ut  some  congressional  pork.  He  already 
las  promised  to  cut  planned  defense 
spending  by  $50  billion  more  than  Bush 
vould  have  over  four  years. 

The  President-elect  also  has  dropped 
lints  that  he  may  tackle  programs  such 
IS  medicare  and  farm  subsidies.  Some 
ibservers  believe  that  only  a  Democratic 
eader  can  get  a  handle  on  medicare, 
nedicaid,  and  the  other  so-called  entitle- 
nent  programs.  Says  former  Reagan 
•conomist  William  Niskanen:  "There  is 
his  sense  of  Nixon  going  to  China." 

Clinton  may  well  shift  spending  priori- 
ies  by  redefining  the  budget.  Aides  are 
onsidering  sending  Congress  separate 
ludgets  for  operations,  investment,  and 
last  obligations,  such  as  the  savings- 
,nd-loan  bailout.  That  might  give  Clinton 
he  leverage  he  needs  to  cut  discretion- 


NOW,  WHO  WILL  HARNESS 
PEROT'S  THIRD  FORCE? 


I 


IHs  this  the  end,  or  just  the  begin 
^ning?"  insurgent  Ross  Perot 
I  asked  his  cheering  supporters  on 
election  night.  Whatever  the  Dallas  bil- 
lionaire's personal  intentions,  political 
pros  are  convinced  that  the  forces  un- 
leashed by  his  extraordinary 
candidacy  aren't  going  away. 
And  if  the  major  parties  don't 
respond  to  the  disgust  that  mil- 
lions of  Americans  feel  toward 
the  political  system,  Perot's 
success  could  be  the  start  of  a  "third 
force"  movement  unlike  anything  in 
American  politics  since  the  turbulent 
birth  of  the  Republican  Party  in  the 
1850s. 

Perot  won  a  higher  percentage  of 
the  vote  than  any  third-party  candidate 
since  Robert  LaFollette  in  1924.  Other 
signs  of  discontent  abounded:  Voter 
turnout  was  up  for  the  first  time  since 
1972.  And  while  anti-incumbent  fervor 
fizzled  out  in  House  and  Senate  races 


(page  34),  voters  in  14  states  imposed 
term  limits  on  their  members  of  Con- 
gress (page  38).  "Something  is  going 
on  here,"  says  Claremont  McKenna 
College  political  scientist  John  J.  Pit- 
ney Jr.,  an  expert  on  third  parties. 
Adds  Joe  Canzeri,  a  longtime  GOP  oper- 
ative who  worked  for  Perot:  "The  si- 
lent majority  is  coming  out  of  hiding." 
EASY  UPGRADE.  The  Perot  surge  was 
not  the  only  sign  of  voter  volatility. 
Young  voters  showed  that,  in  a  high- 
tech age,  they  can  switch  party  affili- 
ation as  easily  as  they  buy  better  soft- 
ware. The  young  adults  who  flocked  to 
Ronald  Reagan  and  George  Bush  in 
the  1980s  were  ready  to  support  Bill 
Clinton  because  he  offered  himself  as  a 
"new  kind  of  Democrat,"  an  upgrade 
that  seemed  worth  installing. 


If  Clinton  succeeds  in  the  White 
House,  he  could  mold  a  majority  of 
today's  fluid  electorate  into  a  new, 
dominant  Democratic  coalition.  But 
success  is  far  from  assured.  "You  have 
this  huge  group  of  people  who  are  dis- 
gusted with  both  parties  and 
may  be  entering  a  stage  of  on- 
going insurgency,"  argues  Re- 
publican analyst  Kevin  Phil- 
lips. "If  Clinton  doesn't  put  the 
economy  on  an  even  keel  and 
get  the  country  moving  again,  you  will 
see  this  third  force  emerge." 

Traditionally,  third-party  movements 
are  short-lived,  usually  because  a  ma- 
jor party  co-opts  their  cause.  And  the 
Perot-nistas  couldn't  have  captured  the 
public  attention  without  Perot's  will- 
ingness to  spend  tens  of  millions  pro- 
moting his  cause.  No  one  knows  how 
long  Perot,  whose  attention  span  can 
be  short,  will  continue  to  bankroll  his 
United  We  Stand  movement.  "His  goal 
was  never  to  be  Presi- 
dent," says  Ross  Perot 
Jr.  of  his  father.  "His 
goal  was  and  is  to  help 
this  country." 

But  Perot  isn't  the 
only  promoter  of  the 
Third  Force.  Connecti- 
cut Governor  Lowell  P. 
Weicker  Jr.  plans  to 
work  with  his  fellow 
independents  to  seize 
Perot's  momentum  at  a 
Nov.  16-17  convention 
in  Washington.  They 
are  hoping  to  gain  the 
support  of  fiscally  con- 
servative Democrats, 
many   of  whom  sup- 


ported former  Senator  Paul  E.  Tsongas 
in  the  primaries,  as  well  as  Republican 
moderates  alienated  by  their  party's 
rightward  lurch  (page  41). 

The  Third  Force  needs  a  powerful 
figure  at  the  top,  though.  Insurgencies 
in  American  politics  have  always  de- 
pended on  charismatic  leaders.  Perot's 
followers  were  prepared  to  overlook 
his  idiosyncracies  because  he  had  con- 
vinced them  that  he  was  the  only  can- 
didate telling  the  truth.  While  he  didn't 
win  a  single  state,  dissatisfaction  still 
seethes  among  the  electorate,  and  vot- 
ers' demands  for  accountability  in  gov- 
ernment aren't  going  away.  Democrats 
and  Republicans  can  ignore  the  forces 
Perot  embodied  only  at  their  peril. 

By  Douglas  Harbrecht  in  Waahington, 
with  Wendy  Zellner  in  Dallas 
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ary  spending  and,  not  incidentally,  stave 
off  ('.01'  efforts  to  saddle  him  with  a  bal- 
anced-budgX't  con.stitutional  amendment. 
The  idea:  accept  an  amendment  requir- 
ing balance  only  in  the  nation's  operat- 
budget — the  same  requirement  most 
states  impose  on  their  governors. 

Clinton's  stress  on  public  investment 
as  the  spark  plug  of  growth  represents 
a  radical  departure  from  Reagan-Bush 
laissez-faire.  So  does  his  trade  policy. 
While  he  is  loath  to  use  the  term,  the 
Arkansan  plans  to  put  in  place  an  indus- 
trial policy  that  will  steer  U.  S.  invest- 
ment into  critical  technologies  and  try  to 
stoke  up  civilian  research  and  develop- 
ment. On  the  trade  front,  Clinton  has 
promised  to  push  for  ratification  of  the 
North  American  Free  Trade  Agreement, 
but  he'll  seek  more  assurances  from 
Mexico  on  worker  and  environmental 
protection. 

UNCANNY  EMBRACE.  Both  domestically 
and  internationally,  this  blueprint  for 
change  is  extraordinarily  ambitious, 
even  for  a  policy  wonk  such  as  Clinton. 
It  all  risks  flying  apart  if,  as  President, 
he  falls  back  into  his  campaign  pattern 
of  trying  to  appease  incompatible  fac- 
tions. But  it  is  part  of  Clinton's  magic — 
and  a  key  reason  for  his  election  tri- 
umph— that  he  has  an  uncanny  ability 
seemingly  to  embrace  all  points  of  view. 

It's  not  Clinton's  political  skills  that 
are  in  question.  What  remains  unknown 
is  whether  he  can  cut  through  his  bundle 
of  good  intentions,  alienate  some  power- 
ful allies,  and  retain  his  relentless  focus 
on  long-term  investment. 

Weeks  before  the  election,  Clinton 
struggled  to  cool  the  public's  clamor  for 
a  ra}jid  economic  upturn  by  cautioning 
that  it  will  take  years  to  climb  out  of  the 
dark  pit  dug  by  Ronald  Reagan  and 
George  Bush.  Amazingly  enough,  many 
voters  seem  to  be  buying  it.  Says  Ann 
Pallante,  a  Philadelphia  hospital  worker 
who  caught  a  glimpse  of  Clinton  at  a 
local  diner:  "He's  not  a  miracle  man.  He 
won't  change  things  overnight." 

If  that  tolerant  view  takes  hold,  Clin- 
ton may  have  a  chance  to  put  in  place 
his  methodical,  step-by-step  approach  to 
economic  growth.  Heretofore,  patience 
has  not  been  a  prominent  feature  of  the 
American  character.  So  Cheerleader-in- 
Chief  Clinton  will  have  to  keep  up  his 
marathon  stumping  to  rebuild  a  nation's 
shaken  confidence  in  its  economic  fu- 
ture. If  Clinton  can  pull  off  that  feat — 
and  his  investment  strategy  works  as 
planned — Democrats  niay  find  a  new 
name  for  a  Wiiite  House  that  foi-  so  long 
has  been  just  a  tourist  attraction  to 
them.  That  name  is  "Home." 
By  Howard  Ghrkmcni  in  Wo'ihington,  with 
SiiMt)!  B.  Garland  in  Lit  tic  Rock.  Dean 
Fonst  in  Houston,  and  bureau  repnrts 


THE  CONGRESS 


■k  BOXER  AND  FEINSTEIN:  WOMEN  AND  MINORITIES  MADE  BIC  INROADS  AMONG  DEMOCRATS 


NEW  KIDS 
ON  THE  HILL 


A  gung  ho  gang  of  neophytes  could  galvanize  Congress 


Through  the  long  evening  of  Elec- 
tion Day,  the  denizens  of  Capitol 
Hill  had  to  keep  pinching  them- 
selves to  make  sure  they  weren't  dream- 
ing. The  day  of  reckoning  turned  out  to 
be  more  like  some  strategic  acupuncture 
than  the  expected  bloodletting. 
Rather  than  ousting  House  and 
Senate  incumbents  wholesale, 
voters  embarked  on  a  search- 
and-destroy  mission.  When  the 
votes  were  in,  only  23  House 
members  had  lost,  mostly  scandal-taint- 
ed check-bouncers  and  victims  of  hostile 
redistricting  plans.  And  just  three  sena- 
tors were  casualties. 

But  appearances  can  be  deceiving.  Al- 
though the  turnover  turned  out  to  be  far 
smaller  than  expected,  the  new  Con- 
gress will  be  a  different  place.  True, 
with  one  of  their  own  in  the  White 
House,  congressional  Democrats  no 
longer  have  to  focus  on  overriding  ve- 
toes and  checkmating  the  President.  But 
the  new  Democrats  bring  their  own 
agenda  to  Washington,  which  couid  spell 
trouble  for  President-elect  Clinton  and 
congressional  leaders. 

And  beneath  the  surface  calm — the 
alignment  of  259  Democrats,  175  Repub- 
licans, and  1  independent  shows  almost 
no  change — the  composition  of  the 
House  membership  has  changed  drasti- 
cally. More  than  half  of  the  fi7  new  Dem- 


ocrats are  women  or  minorities.  Nearly 
all  of  the  42  new  GOP  members  are 
white,  but  just  three  are  women. 

The  Democrats  gained  one  seat  in  the 
Senate,  taking  their  margin — for  now- 
to  58-42  (Georgia  Democrat  Wyche 
Fowler  Jr.  must  survive  a  Nov. 
24  runoff  against  Republican 
Paul  Coverdell).  The  number  of 
Senate  women  jumped  from  two 
to  six.  Democrats  Dianne  Fein- 
stein  and  Barbara  Boxer  won 
the  two  California  seats,  and  Carol  Mo- 
seley  Braun  (D-Ill.)  became  the  first 
black  woman  elected  to  the  Senate.  "It's 
a  new  day  in  America,"  says  Braun. 
FRUSTRATION.  That's  a  bit  of  postelec- 
tion hype.  Still,  the  change  will  have  a 
dramatic  effect  on  legislation.  With  both 
Congress  and  the  White  House  firmly  in 
their  control,  Democrats  won't  settle 
just  for  giving  speedy  consideration  to. 
Bill  Clinton's  economic  program  (page: 
80).  They'll  go  to  work  immediately  on 
their  own  long-frustrated  agenda.  At  the 
top  of  the  list  are  family  leave,  full  fund- 
ing of  Head  Start,  new  tax  credits  for 
child  care,  and,  most  controversial,  a  law 
guaranteeing  a  woman's  right  to  abor- 
tion. All  are  likely  to  pass,  but  the  new 
Congress  will  be  far  from  a  knee-jerk 
liberal  institution. 

One  reason:  A  lot  of  veterans  won't  be 
around.  Among  the  most  notable  vie 
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ims:  Mary  Ruse  Oakar  (D-Ohio),  felled 
)y  213  had  checks  and  repeated  ethics 
charges;  Thomas  J.  Downey  (D-N.  Y.),  a 
;enior  Ways  &  Means  Committee  mem- 
)er  done  in  by  a  more  Republican  dis- 
rict  and  151  overdrafts;  Nicholas  Mav- 
■oules  (D-Mass.),  saddled  with  a 
■acketeering  indictment;  and  Bill  Green 
N.  Y.),  one  of  the  House's  last  liberal 
lepublicans,  whose  revised  district  in- 
■luded  too  many  Democratic  partisans. 

More  remarkable,  though,  is  the  list  of 
urvivors.  Not  a  single  mem- 
)er  of  either  party's  leader- 
hip  went  down  to  defeat,  de- 
pite  frenzied  Democratic 
■fforts  to  oust  Republican 
Vhip  Newt  Gingrich  (Ga.)  and 
in  aggressive  GOP  assault  on 
louse  Ways  &  Means  Com- 
nittee  Chairman  Dan  Rosten- 
:owski  (III),  Democratic  Con- 
gressional Campaign 
Committee  Chairman  Vic  Fa- 
,io  (Calif.),  and  even  House 
Speaker  Thomas  S.  Foley 
Wash.).  The  Democratic  lead- 
ers squeezed  through  with 
nargins  that  were  uncomfort- 
,bly  close. 

Most  of  those  who  survived 
ight  House  races  did  so  by 
ecognizing  early  that  this 
ear  was  going  to  be  trouble, 
'hey  went  out  and  raised 
lUge  war  chests,  then 
lumped  hands  and  kissed  ba- 
bies with  an  intensity  they 
ladn't  shown  since  their  first 
ace.  Representative  Charles 
Vilson  (D-Tex.),  one  of  the 
louse's  most  flamboyant 
;lobe-trotters,  was  picked  by 
nany  pundits  to  lose  to  an  ag- 
gressive challenger,  Donna 
'eterson.  But  during  the  cam- 
laign,  Wilson  stayed  close  to 
lome.  He  tirelessly  prowled 
lis  East  Texas  district  in  a 
notor  home,  deflecting  vot- 
es' anger  and  charming  them  into  re- 
urning  him  with  a  relatively  comfort- 
,ble  margin. 

WING  AND  MISS.  Ironically,  Ross  Per- 
•t's  insurgency  may  have  helped  office- 
lolders  of  both  parties.  Although  politi- 
al  scientists  had  predicted  that  Perot 
■ackers  would  slash  and  burn  all  incum- 
bents, their  fury  seemed  to  be  spent  by 
asting  a  protest  vote  for  President.  "A 
Dt  of  the  anti-incumbency  votes  went  to 
'erot,  and  they  didn't  go  down  the  tick- 
t,"  says  one  Republican  strategist. 
With  far  more  to  lose,  Democrats 
ound  the  fading  of  the  anti-incumbent 
pirit  especially  welcome.  Early  in  the 
ampaign,  the  GOP  hoped  to  pick  up 
riore  than  40  Democratic  seats  as  a  re- 
ult  of  well-publicized  House  scandals, 
edistricting  plans  favorable  to  Republi- 


cans, and  the  general  throw-the-bums- 
out  mood.  In  the  end,  however,  Republi- 
cans gained  just  nine  seats.  "A  minority 
party  rarely  has  an  opportunity  like  this 
to  make  significant  gains,"  says  Carle- 
ton  College  i)olitical  scientist  Steven 
Schier.  "They  swung  and  missed,  and 
it's  going  to  have  long-term  negative  im- 
plications for  the  party." 

Still,  with  a  record  number  of  retire- 
ments, nearly  one-fourth  of  the  House 
members  who  will  assemble  for  organi- 


*    THE  NEW  SHAPE  OF  CONGRESS  * 

I    H  0  U  S  E  S  E  A  T  S  ■ 

SENATE  SEATS  ■ 

NEW 

OlD       NEW  MEMBERS 

NEW 

OLD      NEW  SENATORS 

DEMOCRATS 

268   259  67 

57    58*  7 

REPUBLICANS 

166   175  42 

43    42  4 

INDEPENDENTS 

1       1  0 

0      0  0 

•SENATOR  WYCHE  FOWLER  (D-GA.)  WON  A  PLURALITY  BUT  fACES  A  RUNOFF 

DATA:  ASSOCIATED  PRESS 

zational  meetings  next  month  will  be 
first-timers.  That,  inevitably,  has  set  off 
speculation  about  possible  changes  in 
leadership  on  both  sides  of  the  aisle. 

Although  Foley  and  House  Majority 
Leader  Richard  A.  Gephardt  (D-Mo.) 
probably  won't  be  challenged,  the  lead- 
ership is  nervous.  No  one  knows  just 
what  to  expect  when  the  new  class  hits 
Washington,  but  there's  talk  that  the 
Democratic  caucus  will  try  to  topple  a 
committee  chairman  or  two.  The  most 
vulnerable:  Appropriations  Committee 
Chairman  Jamie  L.  Whitten  (D-Miss.),  82 
years  old  and  ailing. 

To  forestall  any  freshman  pranks, 
House  Democratic  leaders  have  sched- 
uled a  series  of  conferences  with  the 
incoming  representatives.  And  they  are 
discouraging  the  first-term  Democrats 


from  participating  in  a  planned  Decem- 
ber bipartisan  conference  of  newcomers. 

Republicans  face  some  tough  deci- 
sions of  their  own.  For  the  past  decade, 
the  GOP  minority  in  the  House,  abused 
by  the  Democrats  and  largely  ignored 
by  the  White  House,  has  resorted  to  ni- 
hilist bomb-throwing.  In  the  new  envi- 
ronment, does  the  GOP  try  to  cooperate 
with  Clinton  on  middle-of-the-road,  bipar- 
tisan solutions  to  tough  issues  such  as 
health  care  and  campaign  finance  re- 
form? Or  does  it  revert  to 
form  and  descend  further  into 
irrelevancy?  "The  American 
people  are  demanding 
change,"  says  GOP  consultant 
Jay  Severin  III.  "Republicans 
run  the  risk  of  looking  like 
obstructionists,  the  last  ves- 
tiges of  the  hated  gridlock." 
YOUNG  TURKS.  House  Minor- 
ity Leader  Robert  H.  Michel 
(R-Ill.)  inclines  toward  concili- 
ation. But  younger  House  Re- 
publicans are  demanding 
more  aggressive  action,  not 
Clinton-coddling.  After  Michel 
talked  of  the  need  to  work 
with  the  new  Administration, 
GOP  Young  Turks  threatened 
rebellion.  "We  have  to  clean 
house  a  little  bit  in  the  Repub- 
lican leadership,"  warned 
Representative  Richard  J. 
Santorum  (R-Pa.). 

The  choice  the  GOP  makes 
will  be  critical  to  Clinton's  leg- 
islative strategy.  If  the  self- 
styled  "New  Democrat"  is  to 
wean  his  party  from  its  liber- 
al past,  he  will  have  to  do  bat- 
tle with  the  left  wing  on  the 
Hill.  Success  will  require  win- 
ning Republican  votes  to  bol- 
ster a  coalition  of  Democratic 
centrists  and  conservatives. 

A  hard  line  could  force  Clin- 
ton further  to  the  left  than  he 
wants  to  go.  Representative 
Charles  W.  Stenholm  (Tex.),  a  conserva- 
tive Democrat,  warns  that  the  President- 
elect needs  the  GOP  if  he  is  to  resist  the 
liberal  Democrats'  agenda.  "It's  a  bad 
sign  if  the  Republicans  are  totally  ob- 
structionist from  the  word  'go,'  "  says 
Stenholm.  "The  Democrats  have  the 
votes  to  prevail.  But  that's  not  in  the 
best  interests  of  the  country." 

In  the  end,  however,  it's  up  to  the 
Democrats  to  make  Congress  work 
again.  "We've  got  the  burden,"  say 
Senator  Harris  Wofford  (D-Pa.).  "W^ 
have  to  stand  and  deliver — or  blc 
and  face  the  music."  Spoken  like  ; 
who  believes  anti-incumbent  fur\       .  d 
easily  flare  again. 

By  Richard  S.  Dunham  in  !!'  .rton, 
with  Stephen  Baker  in  Pitt  ■  and 
bureau  reports 
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ON  A  CLINTON  ADMINISTRATION 

Some  favorites,  long  shots,  and  dark  horses  for  the  new  team  coming  to  Washington 


Decisions,  decisions. 
Wlioni  will  Bill  Clin- 
ton tap  for  the  top 
posts  in  his  activist 
Adniinist ration f  His 
personnel  choices 
will  reveal  a  lot  about  his 
policies.  Will  Clinton  reach 
out  to  his  O.iford  Mafia  of 
old-time  friends?  Will  he  feel 
compelled  to   reward  cam- 


SECRETARY  OF  STATE  I 


When  it  comes  to  foreign 
policy,  don't  look  for 
Clinton  to  be  too  daring.  His 
lack  of  expertise  will  lead  him 
to  consider  a  number  of  Dem- 
ocratic graybeai'ds  for  Secre- 
tary of  State,  among  them: 


★  CHRISTOPHiR  FOR  STATE? 


House  Europe  &  Middle  East 
Affairs  subcommittee  Chair- 
man Lee  H.  Hamilton  (D-Ind.) 
(serious,  liberal);  Los  Angeles 
lawyer  Warren  Christopher 
(savvy  No.  2  in  the  Carter  Ad- 
ministration State  Dept., 
headed  Clinton's  Vice-Presi- 
c^ntial  search  team);  Lehman 
B;  others  executive  Richard  c. 
Hoi.iroolce  (most  likely  pick  if 
Clinton  is  looking  for  Asian 
polic\  e.Npertise). 


paign  aides  or  show- 
er plum  jobs  on  na- 
tional Democratic 
nabobs?  Only  the 
President-elect,  his 
wife,  Hi  liar  I/,  and 
transition  chief  Mickey  Kan- 
tor  have  an  iyikling  as  the 
Name  Game  starts  in  ear- 
nest. Here's  a  roundup  of 
the  early  contenders: 


CHIEF  OF  STAFF 


The  White  House  Chief  of 
Staff  is  the  President's 
eyes,  ears,  and  ax.  Clinton 
will  want  a  loyal  associate  in 
the  job.  One  possibility:  Cam- 
paign Chairman  Mickey  Kan- 
tor,  the  L.  A.  lawyer  who 
helped  shape  up  Clinton's 
free-form  campaign  and  navi- 
gated the  candidate  through 
the  debates.  Others  with  a 
shot  at  key  White  House  jobs: 


it  KANTOR  FOR  CHIEF  OF  STAFF? 


the  Clinton  cami.iaign's  top  ad- 
ministrator, Eli  J.  Segal,  a  Bos- 
ton mail-order  executive,  and 
Arkansas  Democrat  Betsey 
Wright,  a  fierce  loyalist  who 
greeted  dirt-seeking  reporters 
in  Arkansas  with  loads  of  pro- 
Clinton  statistics. 


DEFENSE  SECRETARY 


Clinton's  Pentagon  chief 
will  have  a  tough  job  deal- 
ing with  budget  cuts  and 
defense-worker  retraining. 
House  Armed  Services  Com- 
mittee Chairman  Les  Aspin 
(D-Wis.)  may  want  the  jol), 
but  his  abrasive  style  is  a 
problem.  If  Clinton  wants  to 
challenge  the  taboo  against 


military  officers  in  charge  of 
the  Defense  Dept.,  he  could 
go  for  former  Joint  Chiefs  of 
Staff  Chairman  Admiral  Wil- 
liam J.  Crowe  Jr.  And  don't 
count  out  the  current  head  of 
the  Joint  Chiefs,  General  Colin 
L.  Powell.  Yes,  he  says  he 
doesn't  want  the  job.  No,  not 
everyone  believes  him. 


•k  CROWE  FOR  DEFENSE? 


TREASURY  SECRETARY 


Robert  E.  Rubin.  CO-chair 
man  of  Goldman,  Sachs 
&  Co.,  was  an  early  Clintor 
backer  and  raised  loads  oJ 
money.  Rubin  thinks  Clintor 
must  develop  a  broad  deficit 
reduction  plan  to  calm  finan- 
cial markets.  He  could  b( 
headed  for  Treasury.  AIsc 
mentioned  for  the  slot:  Na 
tionsBank  Chairman  Hugh  L 


★  RUBIN  FOR  TREASURY? 


McColl,  who  has  known  Clin 

ton  for  years.  Dark  horse 
Texan  Lloyd  Bentsen,  the  pro 

business  chairman  of  the  Sen 
ate  Finance  Committee  (h( 
knew  Andrew  Mellon.  An 
drew  Mellon  was  a  friend  o: 
his  .  .  . ).  Even  darker:  Forme; 
Fed  Chairman  Paul  A.  Volcker 
some  on  Wall  Street  insist 
would  take  the  job. 


TRADE  MAVEN 


With  his  emphasis  or 
competitiveness,  Clin 
ton's  choice  of  a  trade  repre 
sentative  will  be  critical.  H( 
may  reach  back  into  the  Rea 
gan  Administration  to  picl< 
former  Commerce  Dept.  offi 
cial  Clyde  V.  Prestowitz.  He'! 
an  advocate  of  tough  action  t( 
pry  open  Japanese  markets 
Former  Carter  Administratior 
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k  CISNEROS:  TRADE?  COMMERCE? 


trade  negotiator  Alan  w. 
Wolff,  who  represents  U.  S. 
steel  and  semiconductor  mak- 
ers, is  a  contender,  as  is  Glen 
S.  Fukushima.  who's  with  \T&T 
in  Japan.  Former  San  Antonio 
Mayor  Henry  G.  Cisneros  pops 
up  as  a  possibility  for  both 
the  trade  job  and  as  Com- 
merce Secretary  (right).  And 
former  International  Trade 
Commission  Chairman  Paula 
Stern  rates  a  mention. 


0MB  DIRECTOR 


Can  Clinton  say  "no"  to 
party  interest  groups? 
He'll  have  to  prove  it  with  his 
critical  choice  for  Director  of 
the  Office  of  Management  & 
Budget.  Most  early  OMB  can- 
didates are  budget  hawks. 
House   Budget  Committee 

Chairman    Leon    E.  Panetta 

(D-Calif.)  has  compiled  a  long 
hit  list  of  outdated  programs. 


k  RIVLIN  FOR  OMB? 


Congressional  Budget  Office 
Director  Robert  D.  Reischauer 

has  a  similar  bent.  Two  un- 
conventional choices:  Brook- 
ings Institution  economist  Al- 
ite  M.  Rivlin — an  ex-CBO 
head — and  Eastman  Kodak 
Vice-President  and  former 
Perot  adviser  John  P.  White. 


COMMERCE  SECRETARY 


For  the  ('onnnerce  Dept., 
Clinton  may  want  a  top 
business  executive  to  help  de- 
vise an  aggressive  new  U.  S. 
industrial  strategy.  Sara  Lee 
CKO  John  H.  Bryan,  who 
stumped  for  Clinton,  could 
get  the  nod.  Bryan  led  busi- 
ness support  for  the  1986  tax- 
reform  legislation.  If  Clinton 
goes  the  high-tech  route,  he 
may  look  to  Hewlett-Packard 
President  John  a.  Young,  a 
competitiveness  hawk  and 
leader  of  a  group  of  Silicon 
Valley  execs  whose  endorse- 


■k  YOUNG  FOR  COMMERCE? 


ment  gave  Clinton  a  big 
boost.  Another  member  of  the 
Silicon  Valley  mob,  Apple 
Computer  CFA)  John  ScuUey,  is 
also  getting  a  close  look  from 
Clinton  aides.  Some  Clinton- 
ites  are  talking  up  Cisneros, 
the  former  San  Antonio  may- 
or who's  also  being  mulled  for 
trade.  He  preaches  bootstrap 
economic  development.  Long 

shot:   Warren  E.  Buffett,  who 

wouldn't  mind  a  chance  to 
take  his  mind  off  his  big 
stake  in  troubled  Salomon 
Brothers  Inc. 


*  ...  OR  MAYBE  BRYAN? 


SUPREME  COURT  JUSTICE 


Ever  since  he  mused  out 
loud  about  the  possible  ap- 
pointment of  New  York  Gov- 
ei'nor  Mario  M.  Cuomo  tO  the 
U.  S.  Supreme  Court,  Clinton 
has  been  reluctant  to  com- 
ment on  his  high  court  prefer- 
ences. Harvard  Law  School's 
omnipresent  Lawrence  H.  Tribe 
would  be  on  the  list.  Duke 
University  law  professor  Wal- 
ter Dellinger  holds  liberal 
views  similar  to  Tribe's,  but 
his  lower  profile  makes 
him  less  controversial. 
But  if  and  when  Clin- 
ton gets  a  shot  at 
filling  a  vacancy, 
he  might  look  first 


to  an  A-list  of  federal  judges, 
among  them  Jose  A.  Cabranes, 
Chief  Judge  of  the  U.  S.  Dis- 
trict Court  in  New  Haven, 
Amalya   Lyie   Kearse,   of  the 

Second  Circuit  Court  of  Ap- 
peals, in  New  York,  Richard  s. 

Arnold,  Chief  Judge  of  the 
Eighth  Circuit  Court  of  Ap- 
peals in  Dallas,  and  Stephen 
G.  Breyer,  Chief  of  the  First 
Circuit  Court  of  Appeals  in 
Boston.  Whoever  gets  the 
nod,  Clinton  has  made  one 
thing  clear:  He 
wants  a  jurist  who 
will  uphold  a 
woman's  right  to 
an  abortion. 


ECONOMIC  ADVISERS 


Appointments  to  the  Coun- 
cil of  Economic  Advisers 
could  be  a  crucial  early  indica- 
tor of  how  Clinton  will  resolve 
the  debate  over  spending  pri- 
orities and  the  need  for  eco- 
nomic stimulus.  Campaign 
econo-wonk  Robert  J.  Shapiro, 
one  of  the  most  mai'ket-or- 


■k  MAGAZINER  FOR  THE  CEA? 


iented  of  Clinton's  advisers,  is 
a  contender.  More  interven- 
tionist choices:  Harvard's  Rob- 
ert B.  Reich,  an  industrial  poli- 
cy guru  and  fiscal-stimulus 
advocate,  and  Rhode  Island 

consultant  Ira  Magaziner.  AlsO 
interested:  Lawrence  H.  Sum- 
mers, the  World  Bank's  brash 
chief  economist. 


HHS  SECRETARY 


Clinton  looks  to  state  capi- 
tols  for  the  real  talent  in 
government.  That's  where  he 
found  Joycelyn  Elders,  head  of 
the  Arkansas  State  Health 
Dept.,  who  could  become 
Health  &  Human  Services 


■k  CUOMO  IS  NOT  THE  ONLY  CONTENDER  FOR  THE  SUPREME  COURT 


■k  EDELMAN  FOR  HHS? 


Secretary.  Children's  Defense 

Fund  President  Marian  Wright 

Edelman,  a  close  friend  of  Hil- 
lary Clinton,  is  another  HHS 
contender.  Other  domestic-po- 
licy candidates:  Occidental 
College  professor  Derek  N. 
Shearer  and  former  Ohio  Gov- 
ernor Richard  F.  Celeste. 


OVER  STORY 
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INCUMBENTS,  GAY  RIGHTS, 
SPENDING,  AND  BLACK  BEARS 


In  the  electorate's  dearest  statement,  14  states  passed  term  limits 


Political  incumbents  who  survived 
a  voter  drive  to  "throw  the  ras- 
cals out"  may  be  savorinfi  only  a 
temporary  victory.  Term-limitation  initia- 
tives were  the  most  prominent  of  a  host 
of  ballot  referendums  throughout  the 
states.  And  the  limits  passed  in 
all  14  states  where  they  ap- 
peared on  the  ballot — most  by 
huge  margins. 

That  doesn't  mean  incumbents 
are  going  to  go  without  a  fight. 
After  Florida  voters  i)assed  the 
"Eight  is  Enough"  amendment, 
limits  state  legislators  and  congressional 
representatives  to  8  years  and  U.  S.  sen- 
ators to  12,  former  State  Representative 
Barry  Richard  filed  suit  in  U.  S.  District 
Court  in  Tallahassee.  He  wants  to  invali- 
date the  term-limits  measure  on  consti- 


state  s 
which 


tutional  grounds.  "I  don't  think  we  can 
change  the  balance  of  Congress  one 
state  at  a  time,"  he  says. 

Voters  may  not  have  to.  Former  Colo- 
rado State  Senator  Terry  Considine  is 
organizing  support  for  a  constitutional 
amendment  that  would  set  term 
limits  once  and  for  all.  A  Repub- 
lican who  was  defeated  on  Nov. 

by  Ben  Nightliorse  Campbell 
in  Colorado's  U.  S.  Senate  race, 
Considine  and  his  Americans 
Back  in  Charge  Committee  are  working 
to  introduce  such  a  measure  in  all  50 
state  legislatures  by  the  end  of  January. 

Business  fared  better  than  incum- 
bents in  the  wide  array  of  measures  on 
state  ballots  this  year  (table).  Califor- 
nia's "Soak-the-Rich"  proposition,  which 
would  have  hiked  taxes  on  business  and 


the  wealthy,  was  defeated.  So  were  two 
environmental  measures  that  industry 
fought  vigorously:  In  Massachusetts, 
voters  nixed  a  rigorous  initiative  that 
would  have  required  recycling  of  pack- 
aging. Opponents,  including  food  mar- 
keters and  chemical  and  plastics  compa- 
nies, spent  more  than  $4.5  million  to 
defeat  it.  And  in  Ohio,  voters  rejected  a 
measure  that  would  have  recjuired  pro- 
ducers of  consumer  goods  to  list  cancer- 
or  birth-defect-causing  chemicals  on 
package  labels.  Consumer-products  com- 
panies and  retailers  convinced  Ohio  vot- 
ers that  the  initiative  would  cost  jobs. 
SUICIDE.  Voters  weren't  in  the  mood  to 
endorse  spending  hikes,  either.  Connecti- 
cut residents  limited  future  increases  in 
state  spending  to  the  growth  rate  of 
either  the  consumer  price  index  or  of 
their  personal  income.  And  Coloradans, 
who  had  turned  down  tax-limitation  ini- 
tiatives twice  before,  this  year  voted  yes. 
New  Yorkers  nixed  a  plan  to  borrow 
$800  million  for  public-works  projects. 

The  nation's  electorate  was  less  con- 
sistent in  its  reaction  to  an  array  of  emo- 
tional social  issues.  A  controversial  anti- 
gay  measure  in  Oregon  that  would  have 
condemned  homosexuality  as  perverse, 
and  might  have  forced  the  state  to  fire 
gay  and  lesbian  teachers,  was  defeated 
by  a  margin  of  57?;  to  43'a  .  That  margin 
was  wider  than  expected,  says  a  spokes- 
woman for  the  "No  on  Nine"  campaign 
against  the  measure.  But  in  a  surprise 
vote,  Coloradans  passed  a  measure  ban- 
ning protective  status  for  gays.  Polls 
had  shown  the  issue  would  lose,  and  an- 
gry homosexuals  staged  a  midnight 
march  on  the  state  capitol. 

Maryland  voters,  meanwhile,  approved 
a  measure  reaffirming  a  woman's  right 
to  abortion.  But  the  Catholic  Church 
won  a  battle  in  California,  where  a  mea- 
sure to  make  physician-assisted  suicide 
legal  for  the  terminally  ill  was  defeated 
after  a  last-minute  advertising  blitz, 
funded  in  part  by  the  Church. 

Maybe  the  clearest  winners  on  state 
ballots  this  year  were  Colorado's  black 
bears.  By  a  margin  of  2-to-l,  voters 
agreed  to  end  spring  bear  hunts. 

Bi/  Saudra  Alclnsou  hi  Dcnrer.  with 
bureau  reports 


TERM  LIMITS 


14  state  ballots  included 
measures  to  limit  the 
terms  of  state  and  federal 
elected  officials.  The 
initiatives  passed  in  all 
ihe  states 


TAXES  AND  GAMBLING 


A  cigarette  tax  hike  of 
25e  passed  in 
Massachusetts.  Three 
states  approved  a 
lottery.  California 
rejected  a  measure  to 
impose  stiff  tax  increases 
on  business 


Massachusetts  defeated 
a  measure  that  would 
have  required  recycling 
of  packaging  materials. 
Ohio  voters  rejected  a 
proposal  requiring  labels 
on  consumer  products  to 
note  the  presence  of 
carcinogens 


Voters  in  Colorado 
passed  a  measure 
rescinding  laws  that 
protect  gays  and  lesbians 
from  discrimination. 
Oregonions  rejected  a 
similar  proposal 


*  HOW  THE 
yOTERS 

Decided 

B^OT 
MEASURES ' 
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Getting  ahead  of  schedule 

Anyone  wlu)  travels  on  business  knows  how 
hard  it  can  be.  Which  is  why  we've  made 
getting  AT&T  so  easy  Even  at  public  phones 

isn't  always  easy 

that  aren't  automatically  connected  to  AT&T. 
If  you're  calling  long  distance  and  you  don't 
hear  "AT&T"  after  the  bong,  simply  hang  up. 

Getting  is. 

Dial  10+ATT+O  (it's  right  on  the  back  of  your 
AT&T  Card).  You'll  be  assured  of  the  service 
vou  depend  on,  at  the  prices  you  expect. 

DiallO-ATT-0 

plus  the  area  code  and  number. 


cull"* 


CO'' 


I  AT&T 


Intt 


iii 


For  more 
1  800  661 


information  call 
■0661,  Ext.  5313. 


Zi^ 


ATSiT 


Commentary/by  Lee  Walczak 


GEORGE  BUSH  JUST  DIDN'T  GET  IT 


George  Bush  has  been  part  of 
America's  psyche  for  so  long, 
it's  hard  to  believe  that  come 
Jan.  20,  he'll  trot  out  onto  the  White 
House  lawn,  board  a  helicopter,  and  be 
gone.  For  12  years,  Bush  starred  in  his 
own  sitcom:  Life  With  George. 
There  goes  George,  hobnob- 
bing with  foreign  leaders  in 
Bonn — or  is  it  Brussels?  There 
he  is,  racing  his  speedboat  Fi- 
delity through  the  Maine  wa- 
ters. There  he  is  again,  bounding  home 
to  Bar  and  Millie  after  a  hard  day  at 
the  Oval  Office:  "Honey,  Fm  home! 
Had  the  most  dreadful  day  wrestling 
with  that  darned  recession  thing." 

The  nation  that  canceled  George 
Bush's  second  season  did  so  more  in 
sorrow  than  in  anger.  Unlike  Richard 
Nixon,  a  President  whose  cunning 
Bush  greatly  admired,  he  will  not  de- 
part as  a  hated  symbol  of  moral  weak- 
ness. Bush  was  a 
good  man,  an  honest 
man,  and  a  foreign- 
policy  natural,  peo- 
ple will  say.  But  as  a 
leader  he  seemed  so 
weak,  so  whiny,  so 
out  of  touch  with  the 
economic  angst  grip- 
ping the  vast  Amer- 
ican studio  audience. 
WEARY.  Bush's  rejec- 
tion unleashed  a 
flood  of  emotions  at 
the  White  House, 
but  surprise  isn't  one 
of  them.  Like  a  wea- 
ry production  crew 
watching  steadily  de- 
clining ratings,  the 
President's  aides 
have  known  for 
months  that  the  sour 
economy  made  reelection  a  long  shot. 
Long  before  the  ballots  were  cast,  they 
were  leaking,  backbiting,  laying  blame, 
and  spinning  theories  to  explain  defeat. 

The  theorists  fall  into  two  camps: 
those  who  score  Bush  for  veering  from 
his  moderate  instincts  into  the  clutches 
of  the  Far  Right,  and  those  who  be- 
lieve that  true-blue  conservatism  would 
have  given  him  the  principled  core  he 
seemed  so  conspicuously  to  lack. 

A  senior  Bush  aide  in  the  former 
group  asks:  "What  did  it  buy  us  to 
pander  to  the  Right?  It  bought  us  Pat 


Buchanan's  challenge  in  New  Hamp- 
shire." Worse,  laments  a  campaign  of- 
ficial, "we  lost  the  election  when  we 
lost  the  suburbs.  We  just  got  creamed 
among  working  women  because  we 
were  antichoice,  opposed  family  leave, 
and  preached  family  values." 

Conservatives,  among  them 
Housing  Secretary  Jack  F. 
Kemp  and  former  Minnesota 
Representative  Vin  Weber,  ve- 
hemently disagree.  Bush  blew 
it,  they  insist,  when  he  rejected  repeat- 
ed appeals  for  tax  cuts  and  a  conserva- 
tive war  on  poverty.  Kempites  feel 
Bush  should  have  sacked  Treasury 
Secretary  Nicholas  F.  Brady  and  Bud- 
get Director  Richard  G.  Darman,  archi- 
tects of  his  1990  tax  flip  and  the  "stay 
the  course"  approach  to  the  recession. 
He  should  have  replaced  them,  they 
add,  with  pro-growth  advisers  such 
as — well,  Kemp  and  Weber.  "The  coun- 


try elected  Bush  to  continue  Reagan- 
ism,"  Weber  reasons.  "He  lost  because 
so  many  people  around  him  felt  they 
had  to  discredit  Reagan's  policies." 

Darman  and  Brady  differ.  A  source 
familiar  with  the  duo's  thinking  pin- 
points as  a  key  date  in  Bush's  defeat 
July  10,  1991 — the  day  he  reappointed 
Alan  Greenspan  as  Federal  Reserve 
Chairman.  "We're  in  the  seventh 
straight  quarter  of  growth,  yet  con- 
sumer confidence  is  at  deep-recession 
levels,"  says  the  official.  "I  fault  the 
Fed  Chairman.  Instead  of  being  a  voice 


to  restore  public  confidence,  he's  a  guy 
who  sees  a  ray  of  sunlight,  panics,  and 
starts  beating  down  growth." 

Lost  in  the  recriminations  are  other 
reasons  for  Bush's  demise.  First,  the 
biggies:  Bush  sowed  the  seeds  of  his 
1992  defeat  in  his  vacuous  1988  cam- 
paign. The  hollowness  of  his  "read  my 
lips"  pledge  foreshadowed  his  team's 
failure  to  lay  out  a  coherent  domestic 
policy.  And  when  it  came  to  the  limp- 
ing economy,  as  late  as  his  January, 
1992,  State  of  the  Union  address  Bush 
was  convinced  that  symbolism,  rather 
than  a  jolt  of  stimulus,  would  suffice. 
HACKS.  Don't  forget  personnel.  There 
was  the  puzzling  selection  of  Dan 
Quayle  for  Vice-President.  Outside  of  a 
few  classy  Cabinet  picks.  Bush's  team 
was  laden  with  Beltway  hacks.  The 
President  was  so  sure  of  his  own  abili- 
ties that  he  made  two  dreadful  choices 
for  White  House  Chief  of  Staff:  John 
H.  Sununu  and  the 
fog-enshrouded  Sam- 
uel K.  Skinner.  Dur- 
ing Bush's  periodic 
lunges  for  a  domes- 
tic agenda,  no  one 
was  around  who 
could  deliver. 

Bush  lost  because 
he  ran  an  abys- 
mal 1992  campaign 
launched  by  a  con- 
vention whose  shrill, 
hard-right  tone 
alarmed  centrist  vot- 
ers. Neither  James 
A.  Baker  III  nor 
Campaign  Chairman 
Robert  Teeter,  mas- 
ters at  cutting  up 
hapless  liberals, 
knew  how  to  run  a 
positive  campaign 
against  an  armor-plated  moderate.  And 
Bush  lost  because,  as  one  of  the  last 
leaders  of  the  World  War  II  era,  he 
seemed  blind  to  an  entire  generation, 
to  working  mothers,  young  job-seek- 
ers, and  Baby  Boomers,  blind  to  the 
everyday  concerns  of  electorate. 

He  doesn't  get  it,  millions  of  voters 
said  well  before  Nov.  3.  Maybe  he  nev- 
er will.  And  one  by  one,  they  turned 
off  one  of  the  longest-running  shows  in 
modern  politics,  watching  as  George 
Bush's  image  grew  small,  smaller,  and 
then  vanished  into  a  tiny  point  of  light. 


■k  BUSH  CON- 
CEDING: HE 
WAS  A  GOOD 
MAN,  AN 
HONEST  MAN,  A 
FOREIGN-POLI- 
CY NATURAL, 
PEOPLE  WILL 
SAY.  BUT  HE 
SEEMED  WEAK, 
WHINY,  OUT  OF 
TOUCH  WITH 
AMERICA'S  ECO- 
NOMIC ANXIETY 
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ASHINGTON  OUTLOOK  I 


I  TATTERED  GOP  STARTS 
rHINKING  ABOUT  TOMORROW 


i  bloody  fight  for  succession  is  in  store  for  the  Republicans 


Surveying  the  wreckage  of  George 
Bush's  Presidency,  RepubHcans 
aren't  wasting  time  shedding 
3ars.  Instead,  they're  sharpening  their 
nives  for  what  promises  to  be  the 
loodiest  succession  fight  since  Barry 
loldwater's  1964  drubbing. 
There  always  are  recrimina- 
ons  after  a  Presidential  defeat. 
;ut  this  time  the  fight  will  be 
xtra  nasty:  The  party  Bush 
saves  behind  is  in  much  worse 
hape  than  the  one  he  inherited  in  1988. 
Back  then,  Bush  presided  over  a  frag- 
e  but  potent  coalition  assembled  by 
lonald  Reagan.  Under  the  banner  of 
)w  taxes,  smaller  government,  and  as- 
ertive  foreign  policy,  young  voters 
)ined  with  suburbanites;  urban  blue-col- 
ir  Catholics  bonded  with  Southern  good 
r  boys  and  fundamentalist  Christians, 
he  combination  supposedly  gave  the 
OP  a  lock  on  the  White  House. 
But  in  just  four  years,  Bush  may  have 
ravely  damaged  his  party's  prospects. 


victim  of  the  power  struggle.  Quayle's 
hopes  for  1996  are  pinned  on  his  high- 
decibel  debate  performance  and  his  high- 
intensity  campaigning  for  the  GOP  ticket. 
But  party  activists  are  in  no  mood  to 
march  behind  a  crippled  elephant.  "We 
have  to  eliminate  Dan  Quayle  as 
heir  to  the  conservative  wing  of 
this  party,"  says  Texas  conser- 
vative activist  David  Rucker. 
"He's  a  creation  of  George 
Bush."  The  Bush-Quayle  team 
at  the  Republican  National  Committee 
will  vanish  swiftly,  with  former  Minne- 
sota Representative  Vin  Weber,  a  supply 
sider,  the  most  likely  new  chairman. 

The  party's  best-organized  faction  is 
the  Christian  Right.  Although  it  domi- 
nated the  GOP  convention,  it's  the  least 
likely  to  field  a  successful  candidate. 
Led  by  Pat  Robertson's  Christian  Coali- 
tion, fundamentalists  now  control  state 
parties  in  Georgia,  Iowa,  and  Minnesota 
and  are  winning  local  offices  as  well. 
But  Establishment  Republicans  fear  that 


■k  QUAYLE:  LEFT 
HOMELESS  BY  THE  DEFEAT 


■k  WILSON:  A  FUTURE 
STAR  FOR  MODERATES? 


*  KEMP:  HE  MAY  EXTEND 
THE  PARTY'S  REACH 


ays  University  of  Virginia  political  sci- 
ntist  Larry  Sabato:  "There's  an  uneasy 
ense  that  the  conservative  and  moder- 
te  factions  of  the  Republican  Party  are 
repared  to  step  outside  the  'Big  Tent' 
nd  settle  this  thing  once  and  for  all." 
RIPPLED  ELEPHANT.  Without  a  clear 
iader,  the  party  is  splitting  into  fief- 
oms:  There's  the  Old  Right,  the  Reli- 
ious  Right,  supply  siders,  old-line  defi- 
it-cutters,  and  a  shrinking  group  of 
loderates. 

Vice-President  Dan  Quayle,  a  tradi- 
ional  conservative,  has  been  left  home- 
3SS  by  the  Bush  defeat  and  may  be  a 


the  "Ayatollahs"  of  social  radicalism  will 
alienate  key  voter  blocs — and  saddle  the 
GOP  with  the  "special  interest"  millstone. 
To  win  again,  "Republicans  have  to 
clean  house  of  the  Religious  Right," 
says  pollster  Claibourne  Darden. 

Cultural  warfare,  not  an  explicitly  reli- 
gious social  policy,  is  the  focus  of  anoth- 
er set  of  conservatives.  Fans  of  Patrick 
J.  Buchanan  and  former  Education  Sec- 
retary William  J.  Bennett  rail  against 
liberal  dominance  of  the  education  Es- 
tablishment, the  entertainment  industry, 
and  the  news  media.  "The  coming  battle 
is  cultural,"  insists  conservative  activist 


Paul  M.  Weyrich.  But  "we  need  a  broad- 
er base  than  just  the  Religious  Right." 

The  two  pols  who  may  have  the  best 
shot  at  expanding  the  OOP's  reach  are 
Housing  &  Urban  Development  Secre- 
tary Jack  F.  Kemp  and  Texas  Senator 
Phil  Gramm,  who  are  fierce  rivals.  Sup- 
ply sider  Kemp,  who  extols  stimulative 
tax  cuts  and  bootstrap  capitalism,  feels 
his  "bleeding-heart  conservatism"  will 
attract  Democrats  and  independents. 
Gramm  is  a  budget-balancing  traditional- 
ist. The  Texan's  backers  charge  Kemp 
with  treason  for  leaking  his  economic 
prescriptions  after  the  White  House  had 
rejected  them. 

KEEN  ON  KEAN.  Moderates,  meanwhile, 
argue  that  their  champions  are  best  able 
to  capitalize  on  the  public's  new  activist 
mood.  They're  heralding  Massachusetts 
Governor  William  Weld,  former  New 
Jersey  Governor  Thomas  H.  Kean,  and 
battered  California  Governor  Pete  Wil- 
son as  future  stars.  Trouble  is,  their  per- 
missive social  views  and  economic  prag- 
matism remind  right-wingers  a  little  too 
much  of  a  loser  with  a  high-pitched 
whine  and  a  dog  named  Millie. 

Probably  the  GOP's  best  chance  for 
picking  itself  up  off  the  canvas  lies  with 
the  statehouse  conservatives,  exempli- 
fied by  popular  Governors  Carroll  A. 
Campbell  Jr.  of  South  Carolina,  Tommy 
G.  Thompson  of  Wisconsin,  and  Michi- 
gan's John  Engler.  These  savvy  politi- 
cians run  conservative  regimes  in  states 
that  are  dominated  by  Democrats.  But 


•k  BUCHANAN:  EYEING  A 
RUN  IN  1996 


do  they  have  enough  body  armor  to 
bring  them  unscathed  through  the  Re- 
publicans' civil  wars? 

In  the  GOP's  bleak  new  world.  Bush's 
embattled  moderate  wing  will  be  fight- 
ing on  several  fronts  at  once.  The  reli- 
gious and  cultural  conservatives  will  try 
to  seize  control  of  the  party,  while  fol- 
lowers of  Ross  Perot  (page  33)  grab 
what  they  can.  In  the  end,  says  analyst 
Kevin  Phillips,  "there  will  be  nothing 
left  of  the  Bushies  but  horn-rimmed 
glasses  and  scraps  of  gray  flannel  suit." 

By  Douglas  Harbrecht  and  Richard  S. 
Dunham  in  Washington 
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NO  PATENTS  PENDING:  FEW  BIC  NEW  DRUGS  ARE  IN  THE  PIPELINE 


A  BITTER  PILL 
TO  SWALLOW 


Price-liike  limits  and  slower  sales  are  clobbering  drugmakers 


After  a  decade  of  sizzling  growth 
that  turned  Bristol-Myers  Squibb 
Co.  into  the  nation's  second-larg- 
est drugniaker,  its  executives  weren't 
used  to  bad  news.  Maybe  that's  why 
Wajiie  A.  Da\"idson,  president  of  Bris- 
tol's pharmaceutical  and  nutritional 
group,  had  such  a  hard  time  telling 
workers  that  he  planned  to  eliminate 
2.300  of  their  38.000  jobs:  Davidson  an- 
nounced the  cut  at  the  ven-  end  of  an 
Oct.  29  memo  to  employees 
that  hailed  their  "many 
accomplishments." 

He  needn't  have  been  so 
coy.  Bristol's  paltiy  5''  gain 
in  earnings  for  the  first  nine 
months  of  this  year  is  star- 
tling evidence  that  gloom 
and  doom  rapidly  is  becom- 
ing business  as  usual  for 
drugmakers.  This  year,  a 
half-dozen  of  them,  have 
wrestled  with  s  ibpar  sales, 
disappointing  earnings,  or 
layoffs.  "This  promises  to  be 
among  the  most  trying 
times  for  the  U.  S.  drug  in- 
dustn"  since  World  War  II," 


says  Neil  B.  Sweig  of  Capital  Institution- 
al Semces  Inc. 

Xor  will  prospects  improve  any  time 
soon.  Washington  is  insisting  that  mak- 
ers of  pharmaceuticals  contain  price 
hikes — pressure  that  President-elect 
Clinton  almost  surely  will  intensify. 
Worse  for  the  long  term,  drugmakers 
have  few  blockbuster  products  in  their 
pipelines.  That's  likely  to  cast  a  pall  over 
revenues  and  profits  for  years.  "The  in- 


DRUGMAKERS  CATCH  A  CHILL 

BRISTOL-MYERS  SQUIBB  Plans  fo  cut  2,300  jobs,  or  6%  of  its  drug 
and  infant-formula  staff,  because  of  slower  earnings  growth 

ELI  LILLY  Plans  a  restructuring  after  posting  o  $269  million  third-quar- 
ter loss — the  company's  first  loss  ever 

MERCK  Is  shrinking  its  sales  staff  by  attrition,  saying  the  rise  of  man- 
aged-core buyers  requires  fewer  salespeople 

RHONE-POULENC  RORER  Has  eliminated  1 ,000  jobs  in  two  years, 
thanks  to  its  sale  of  four  European  plants 

SYNTEX  Plans  to  cut  jobs  and  spending  because  of  slowing  sales  and 
the  prospect  of  Naproxen's  patent  expiration  in  1 993 

WARNER-LAMBERT  Will  trim  2,700  of  35,000  jobs  by  1996,  to  try  to 
preserve  margins 


i  dustry  is  under  a  lot  of  pressure,"  ob- 
'  serves  Randy  Thurman,  president  of 
Rhone-Poulenc  Rorer  Inc..  a  $4  billion 
h-ugmaker  that  has  shed  1.000  jobs  in 
the  past  two  years. 

■  It's  a  painful  turnabout  for  companies 
that  handily  weathered  the  economy's 
dips  over  the  past  decade.  During  the 
1980s,  drugmakers  hiked  prices  an  aver- 
age of  9.6'  f  annually — more  than  double 
the  inflation  rate.  They  regularly  tallied 
double-digit  gains  in  annual  revenues 
and  profits.  And  they  boosted  research 
and  development  spending  from  11.7':^  of 
revenues  in  1980  to  16.V'  today 

Now.  cost-cutting  to  fend  off  hard 
times  is  becoming  routine  in  the  drug  biz 
(table).  At  Eli  Lilly  &  Co.,  write-offs 
dealt  the  company  a  $269  million  loss  in 
the  quarter  ended  Sept.  30 — its  first 
quarterly  red  ink  in  more  than  30  years. 
And  S>mtex  Coi-p.  eked  out  a  disappoint- 
ing 9'>  rise  in  its  fiscal  fourth-quarter 
earnings.  Syntex  has  announced  a  plan 
to  downsize,  either  through  layoffs  or 
attrition,  while  Lilly  plans  to  streamline 
manufacturing.  Even  industry-  leader 
Merck  &  Co..  keen  to  maintain  its  ll^c 
third-quarter  growth  in  earnings  this 
year,  has  been  shrinking  its  2,800-mem- 
ber  sales  force. 

Some  drugmakers  are  making  cuts  to 
deal  with  an  accounting  change;  others 
no  longer  need  so  many  salespeople  be- 
cause of  the  the  rise  in  managed-care 
concerns,  which  typically  buy  for  hun- 
dreds of  doctors  and  hospitals. 
OPEN  SEASON.  But  the  industn-  contrac- 
tion is  symptomatic  of  a  much  deeper 
problem:  Drugmakers  have  few  block- 
buster new  products  waiting  in  the 
wings.  That's  ominous,  since  many  of 
the  drugs  that  became  stars  in  the  1980s 
will  lose  their  patent  exclusintj-  soon. 
Once  patents  expire,  rivals  are  free  to 
introduce  cheaper  versions.  Bristol,  Syn- 
tex, and  Upjohn  are  among  the  compa- 
nies whose  patents  on  key  products  will 
expire  over  the  next  few  yeai-s. 

Already,  an  estimated  40%- 
of  all  new  prescriptions  are 
filled  with  low-priced  gener- 
ic versions.  That  figure 
could  top  50'^  by  1995,  as 
more  drugs  become  vulnera- 
ble to  copycats. 

Some  drugmakers  have 
long  masked  shortcomings 
in  their  R&D  by  raising 
prices  on  existing  drugs.  No 
more.  This  year,  Bristol, 
Merck,  and  others  agreed  to 
limit  hikes  to  the  inflation 
rate  in  hopes  of  placating 
critics  in  Washington.  Those 
voluntary  restraints  could 
become  mandaton*  with  the 
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Nature's  spectacle  offers  such  a  richness  of  color  and  texture  that  man  has  always  dreamt  of 
stealing  some  of  its  magic.  Throughout  every  stage  of  civilization,  we  have  attempted  to  capture 
its  mystery.  We  yearn  to  recreate  the  smooth  perfection  of  a  pearl,  the  brilliance  of  a  bird's  feather, 
the  velvet  texture  of  a  petal,  or  the  deep  colors  of  tropical  fish.  And  today,  in  the  form  of  ""High- 
Reflectivity  Coating,"  the  engineers  at  Mazda  are  approaching  the  realization  of  this  dream. 
"High-Reflectivity  Coating"  is  a  new  painting  process  that  sheathes  cars  in  colors  that  are 
incredibly  deep,  intense,  brilliant  and  as  smooth  as  a  mirror.  "High-Reflectivity  Coating,"  you 
might  say,  is  a  reflection  of  a  new  perfection  in  the  world  of  the  automobile. 


s 


advent  of  tlie  Clinton  Administration. 

To  boost  growth,  drug  companies  are 
stepping  up  efforts  to  buy  new  drugs 
developed  elsewhere,  especially  by  bio- 
technology outfits.  In  August,  Lilly  pur- 
chased marketing  rights  to  biotech  start- 
up Centocor  Inc.'s  septic-shock  drug, 
Centoxin.  Such  deals  are  far  less  costly 
than  internal  development  or  buyouts  of 
smaller  manufacturers. 


RETAILING  I 


PRUDENCE 

ON  34TH  STREET 


If  any  companies  are  ripe  for  mergers, 
it  could  be  the  large  drugmakers.  This 
year,  drug  stocks  as  a  group  are  off 
177c — a  discount  likely  to  pique  the  inter- 
est of  potential  buyers.  Syntex  is  down 
some  57%  from  its  52-week  high  of  54^4. 
Because  Syntex  is  incorporated  in  Pana- 
ma, acquirers  had  shied  away  from  it. 
But  the  stock  is  now  so  low  that  "I 
would  not  rule  out  Syntex  being  ac- 


quired," says  analyst  Christina  Heuer  o 
Smith  Barney,  Harris  Upham  &  Co.  Be 
fore  managements  seek  rescuers 
though,  they'll  try  restructuring,  join 
ventures,  and  licensing.  That  means  ; 
jot  of  ferment  in  an  industry  that  hac 
forgotten  how  risky  the  drug  business 
can  be. 

By  Joseph  Weber  in  Philadelphia,  inll 
bureau  reports 


Macy's  plan  is  cautious — 
but  it  may  still  need  a  miracle 


Way  back  in  February,  1991, 
R.  H.  Macy  announced  that  it 
would  put  an  unprecedented 
$150  million  into  television  advertising  in 
1992.  Given  Macy's  staggering  debt  load 
and  deteriorating  sales,  the  spending 
seemed  outrageous.  Never  mind,  said 
Edward  S.  Finkelstein,  Macy's  CEO  at 
the  time.  "There's  absolutely  no  reason 
for  any  reasonable  person  to  worry 
about  our  financial  obligations." 

Sometimes,  unreasonable  folks  are 
right  on  the  money.  By  1992,  Macy's  was 
in  bankruptcy  and  Finkelstein  was  out 
of  a  job.  Now,  Macy's  Co-Chief  Execu- 
tives Myron  E.  Ullnian  III  and  Mark  S. 
Handler,  atoning  for  their  former  boss's 
extravagance,  promise  such  inflated 
promises  are  behind  them.  On  Nov.  5, 
they  unveiled  a  five-year  business  plan 
that  they  hope  will  relieve  their  credi- 
tors' anxiety  about  Macy's  future. 
"We're  not  predicting  107  sales  growth 
and  margins  improving  two  points," 
says  Oilman.  "Our  plan  is  realistic." 
NO  SPIKE.  The  plan,  released  to  Macy's 
ci'editors'  legal  and  financial  advisers, 
predicts  sluggish  sales  in  1993  and 
doesn't  expect  cash  flows  to  return  to 
the  heady  levels  of  the  late  1980s  until 
1998  (charts).  The  figures  seem  conser- 
vative, but  many  Macy's  watchers  re- 
main cautious,  given  Macy's  recent, 
dreadful  performance.  In  its 
fiscal  year  ended  Aug.  1,  the 
retailer  recorded  a  $1.3  bil- 
lion loss  on  sales  of  $6.4  bil- 
lion. Sales  fell' 8.77'  at  stores 
open  a  year  or  more.  In  Sep- 
tember, when  back-to-school 
business  usually  means  a 
spike  in  receipts,  sales 
dropped  4.77. 

Ullman  and  Handler  say 
their  plan  will  fix  the  chain's 
problems.  Among  its  main 


SHOPPERS  IN  MANHATTAN:  CUSTOMER  SERVICE  WILL  BE  BOLSTERED 


components:  slashing  Macy's  ad  budget 
from  over  i7'  of  sales  to  under  37 .  That 
will  help  cut  operating  expenses  from 
37.27  of  sales  in  fiscal  1992  to  327  by 
1998.  There  will  be  fewer  one-day  sales 
and  more-focused  promotions:  Frequent 
credit-card  users  will  get  more  direct- 
mail  promotions  than  other  shoppers. 

Inside  the  stores,  Macy's  will  continue 
to  stock  a  wide  assortment  of  merchan- 
dise but  will  scale  back  on  private-label 
goods.  Customer  service  will  be  bol- 
stered in  such  departments  as  designer 
apparel  and  luggage  and  cut  back  in 
such  areas  as  junior  sportswear.  Mean- 
while, a  computer  program  developed  by 
rival  Federated  Department  Stores  Inc. 
and  a  new  inventory-management  sys- 
tem will  let  the  chain  stock  and  distrib- 
ute merchandise  more  efficiently. 

None  of  this  is  revolutionary:  Dillard's 
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and  Federated  have  iiai 
such  systems  in  pl;i' i 
for  years.  But  to  .-in- 
vive,  Macy's  must  pl.i\ 
catch-up.  "It  doesti'i 
throw  anyone  for  ; 
loop,  but  it  works.' 
says  Bud  Konheim,  <  i  i 
of  Nicole  Miller,  ; 
Macy's  women's-wrai 
supplier.  But  souk 
Macy's  observers  say  it 
isn't  enough.  "You  cim't 
build  a  great  business 
by  cutting  inventories 
and  that  seems  to  ix 
their  main  thrust,"  says 
one  major  supplier  win 
sits  on  a  creditors'  com 
mittee.  "The  Eastern  di 
\  ision  IS  tightly  man 
aged,  but  the  WestiTii 
division  is  not.  Tlit  it 
problems  are  monumental." 

Still,  says  one  board  adviser,  "they'n 
trying  as  hard  as  they  can.  Ullman  has 
credibility  with  me."  Even  Macy's  banks 
continue  to  be  patient:  Chemical  Bank 
and  Bankers  Trust  New  York  Corp., 
which  lead  the  bank  group  that  holds 
Macy's  $600  million  in  bankruptcy  fi 
nancing,  have  lightened  Macy's  com  - 
nants.  Now,  Macy's  needs  to  produce 
just  $42  million  in  cash  flow  for  the  nine 
months  ending  Oct.  31,  1993,  instead  of 
the  $143.5  million  that  the  covenants 
originally  required. 

But  many  pundits  refuse  to  bank  on 
Macy's  future.  "I  used  to  love  Macy's,  it 
was  my  favorite  place  to  shop,"  says 
Meredith  Adier,  a  high-yield  analyst  at 
First  Boston.  This  fall  she  abandoned 
Macy's  and  went  to  Lord  &  Taylor. 
Convincing  shoppers  such  as  Adlei'  tn 
revisit  Macy's  won't  be  easy. 
"This  has  been  a  very  pain- 
ful exercise,"  says  Ullmai,. 
"We've  trailed  the  industry. 
But  we're  trying  to  retui'ii 
to  a  leadership  position."  If 
the  plan  works,  Macy's,  like 
the  Dracula  mannequins  in 
its  flagship  New  York  slurc 
windows,  may  have  its 
chance  to  rise  from  the 
dead. 

Bi/  Laura  Zinn  in  New  York 
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Commentarv/bv  Kathleen  Kerwin  and  Thane  Peterson 


FIXING  GM:  PAGES  FROM  A  RADICAL  REPAIR  MANUAL 


General  Motors  Corp.  em- 
ployees must  feel  as  if 
they  have  been  careen- 
ing through  a  test-track  slalom 
course  with  race-car  driver  Al 
Unser  Jr.  at  the  wheel.  In  the 
past  few  weeks,  under  pres- 
sure from  GM's  outside  board 
of  directors,  Chairman  Robert 
C.  Stempel  resigned.  So  did 
three  of  his  top  aides.  On  Nov.  2,  out- 
side director  John  G.  Smale  took  on  the 
title  of  chairman  of  the  board,  while 
President  John  F.  Smith  Jr.  took  the 
reins  as  chief  e.xecutive  officer. 

Nor  is  the  wild  ride  over  yet.  The 
reshuffling  of  General  Motors'  top 
management  may  have  shocked  the 
stodg}'  company,  but  it  hasn't  even  be- 
gun to  get  at  the  root  of  GM's  massive 
problems.  If  anything,  the  company 
may  have  created  a  new  set  of  issues 
for  itself  by  naming  Smale  chairman. 
SURGERY.  One  question  is  how  firmly 
Smith  is  in  charge.  Smith  insists  that 
he  has  the  board's — and  Smale'.s — full 
mandate  to  run  the  company.  But 
Smale,  retired  chairman  of  Procter  & 
Gamble  Co.,  has  also  been  given  the 
power,  formally  ratified  by  the  board, 
to  call  meetings  of  independent  direc- 
tors. That  sends  a  message  that  he  will 
step  in  quickly  if  Smith  seem?  to  falter. 
Another  issue:  Will  Smith  simiJy  have 
too  much  to  do?  Smale's  discomfort  in 
communicating  with  outsiders  neans 
that  he  won't  play  the  key  role  of  oub- 
lic  spokesma;i.  G.M  may  not  need  a  i."e 
lacocca,  but  it  needs  someone  to  act  n 
that  role,  and  Smith  can't  do  it  we'i' 
while  working  to  turn  GM  around 


may  be  the  least  of 
'.m's    problems.  The 
company   still  needs 
^        desperately  to  slash 
M  costs  and  reduce  over- 

^  capacity  by  padlocking 

plants  and  laying  off 
white-  and  blue-collar 
workers.  It  must  pare 
its  product  lineup  and 
simplify  organization  charts.  And  while 
he's  performing  this  radical  surgery, 
Smith  must  force  a  fundamental 
change  in  GM's  culture  by  holding  man- 
agers accountable  for  their  perfor- 
mance while  encouraging  them  to  take 
risks.  That  means  pushing  power  to 
make  decisions  down  into  the  ranks. 

All  that  will  take  time.  Meanwhile, 
Smith  must  shock  hidebound  G.M  into 
getting  things  started.  That  means 
thinking  in  more  radical  terms.  How 
radical?  Some  ideas: 

■  Ditch  Electronic  Data  Systems  Corp. 
and  G.M  Hughes  Electronics  Corp.  Al- 
though they  are  healthy  operations, 
they  have  become  nothing  but  sorry 
distractions  to  the  company's  core  car- 
making  business.  G.M  could  use  the  $12 
billion  or  so  in  cash  it  might  raise  from 
the  sales  for  new-product  development 
and  to  expand  aggressively  the  capaci- 
ty of  the  Saturn  Corp.  division,  to  take 
advantage  of  its  market  success. 

■  Sell  a  stake  to  the  public  in  both 
Saturn  and  GM's  European  operations, 
not  just  to  raise  cash,  but  to  make 
them  independently  accountable. 

■  Get  rid  of  much  of  GM's  parts-mak- 
ing operations,  where  many  inefficien- 
cies are  hidden.  G.M  should  sell  off  ev- 


But  the  Smale-Smith  relationship      erything  that  fails  to  provide  a  key 


competitive  advantage  to  its  carmaking 
business.  That  would  free  Smith's 
team  to  deal  with  reinventing  a  new 
and  less  vertically  integrated  company. 
The  sale  of  those  units,  of  course, 
needs  to  be  done  in  consultation  with 
the  unions,  perhaps  even  exploring 
such  options  as  employee-led  buyouts. 
Abrupt,  unilateral  action  by  manage- 
ment would  only  trigger  a  costly  union 
confrontation. 

■  Urge  the  board  to  find  a  way  to 
force  Roger  Smith,  the  GM  ex-chairman 
who  is  largely  responsible  for  the  com- 
pany's troubles,  off  the  board.  It's  a 
disgrace  that  with  Stempel  forced  out, 
Smith  still  retains  his  seat. 

■  Replace  Smith  with  a  representative 
of  the  United  Auto  Workers.  This 
would  be  a  wonderfully  symbolic  move 
and  a  good  start  toward  creating  an 
atmosphere  of  trust  between  the  new 
management  of  G.M  and  the  union.  And 
when  U.^w  chief  Douglas  Eraser  sat  on 
Chrysler  Corp.'s  board  in  the  early 
1980s,  he  and  lacocca  were  able  to 
forge  a  personal  bond  that  helped  the 
company  deal  with  its  problems.  Smith, 
wisely,  affirmed  his  conciliatory  tone 
toward  labor  when  he  said,  upon  tak- 
ing over  as  chief  executive:  "One  of 
my  most  important  objectives  is  to 
find,  cultivate,  and  maintain  common 
ground  with  our  union  leaders." 

Whatever  he  does,  GM's  new  CEO 
must  act  decisively  before  things  get 
worse.  "We  have  an  opportunity  here 
that  we  can't  let  slip  by,"  Smith  exhort- 
ed GMers  the  day  he  took  his  new  job. 
The  question  is  whether  he  is  willing 
and  able  to  seize  this  opportunity  to 
remake  GM  radically. 
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UPS  EUROPEAN  OPERATION 


500,000+ 
daily  delivery 
volume 


9,000+ 
delivery 
vehicles 


21,500+ 
employees 


1 .  .C^^  ^>  Harnijsand^ 

O  /-^i  Sundsvall* 

\  Yi  \^ 

illchainnier  ».Sbiicrhaiiim 

V  \  V    \v  *l 

■i)ovik»v^l  laniar  sr-avleV 

•^Oslo 
trainmen*  4 


Alesund  , 


BergcrT^ 


^  j^'fcokkola     Kajaani  f  c:vj  , 


ctrozavofisk 


aasa      ^"J^X^.  ^,/\udre;l,vct;orsk 

<<,  Kuopio  vAMrnl  / 
Ki  istii  na 

erdobol 

(Sorfav  jia  t 

a/re 

Ladoga 

tad  I 


Hauyesund  'jf.q 
Stavanger  i-^ 
KristianSiind 

THE  NAZE 


irie(ltikMad>l/,  . 
^^•THalde 


Karlstad.vli  y       Hango  ^.     ^^^^^rchii^li^g^  p 


iit^      Boras*  c/>    1  ooTTLANOo    ^  V 


T,   EIRE    )l^ve^P02Lt,.Ma7f?>;Vs(er   n^,,^. 

-'''h'.bul\£r^\^3A  Netherlands  . 


HELGOLAND 

('•1(11,1 


-ES   \,  A^fffl^lasgowNKINCDOM  ^ 

Li.,M, 

etfield*      J.*  r^c  I  ncKUAr>lUb  •l     '^Hrcmcn  d__I;_  , 
^  o-  -  -  Haarlem,*       ifannoOciovcr  D 

ef  •■^.ii,T,.-.ds  *    GERMANY--' ^  J  ^Krak6wr.ao  V 

^ranUiH!  Prague  i  \  v 
urg            \^^*     !  '^QV^  -•V,-^.— 
nnhcim  •Nuremberg      V'^'i/Vw"''^  l  > 

•  Stuttgart  .Brno"^AK/AJ;-""<^' 


(?vgbr 

llmen 

Siarava 


'itebsk 


BremV-n  D^.I:Vj^-^^eC'n  .(pydpo^zcz   n.alv ..oT^  BELARUS 


Plvnioulli     ^  To*'?'?^ 

LANDS  END  ^-^S-lVr  rt^ B""  " 

HANNEU  IS        I        w  ,  -^^^1 

Brest 


naliik  (—kannel 

J  I  CHA 


R  A-N  C  E  nasei 


(Memel) 

■  ISovetsk  1/  ri:' .  2n'o  l^itchmk  ( 

★  I    ^"'"Ulla*    f-^{^  .  K 
ansk  •"r5^anning?ad:yjlni"s.  Minsk  \X 

BELARU 

Warsaw    ■;  AMWiA/£s\i'^ 

*'>        BreM*  ^ 

Pinsk      '  11  .  |<f; 
l^iev 

.  r.   -         r\       tsraKow -,.,io  V  Zhitomir*  it 

'  "  ■  -  '     ^(^r:Ko:i<>i?^vLs<'  -Vinkitsa  -^^^ 


Paris  "^i;"^ 


Munich 


~, Bratislava 


:5*.UKRAINE 


Clermoiu  ! 


•<9f^'SMa^,"''>>%vi^;r,"  4-*fii,.-  R6MANIA 


,<„-"'v-.^iirin' 

Genoa" 


Braila* 


-/arayiiza  ( 

♦  Madrid 


•  saianianci  "Barcelona 


sFarojJ,,v*Scvil!a 
.     qilixalui  SSr.ibraltar 


V    -^~«iMOf.ir  c  f.'*  BULGARIA 
Sofia* 


'■^•^   r>'>V.  »'     //'•Skopje      •         <- v,■r^^<: 


'v^/'^n  '•'v^/Mom.u.hJiT-.  Marseille  i"^'^"^^'  •  >.»ma 

,\  anadolid  •    ^-^NDOR^A^'^-'/         ^^''.f O  ^''"ofs"*  ^ 

AjacciovJ  Rome 

mbrat5  /'  Toledo  ^M^^^*^  P'°"''l^.o.c?*7°7'*VO 

Pon*/^Hora         Valencia       <9balear,c  .s  // 

Kitwa    •'P   o   Af-^  ^Palermo, 

•iC'ariapcna 

,c!lp,Acc^o«  Kalamai 


raiova  ^•Constanta 

Kii5e  7 


Naples 


arnal  R I O.  C 
-       I  Inenolu 


•>^ALBANIAy.'^-„r;^ 
BnndisiJ-    v1oannlnaV»  ^  - 


Catania*/  Reggio  Calabria  Piraiev';'' 
^  CTPASSERO 


ens  V. 
•'  •..■Rodi- 


k-hania»ii^''!;^V| 


CRETE 

(GP,  ) 

n 


Consideririg  that  it's  becoming  one  big  pacl^^, 
only  one  delivery  company  is  bigenougn  tohairale  it. 


What  with  all  the  changes 
sweeping  Europe,  you  might  not 
have  picked  up  on  this  one. 

CX'er  the  last  17  years,  UPS 
has  built  the  most  comprehensive 
delivery  network  in  Europe. 

Other  companies  rely  on  out- 
siders to  cross  the  Atlantic,  or  get 
through  customs,  or  even,  in  some 
cases,  make  the  actual  deliveries. 


Only  UPS  controls  everything 
door  to  door,  pickup  to  delivery,  to 
more  European  addresses.  Over 
500,000  packages  a  day,  thanks  to 
the  largest  contingent  of  delivery 
vehicles  and  personnel  in  Europe. 

As  a  result,  UPS  isn't  just  fast 
and  reliable.  We're  usually  more  eco- 
nomical. With  prices  that  must 
make  our  competitors  wonder  if 


they  get  the  same  exchange  rates. 

So  why  hand  your  important 
European  shipments  over  to  some- 
one who's  just  going  to  hand  them 
over  to  someone  else? 

Especially  when  one  delivery 
company's  big  enough  to 
take  them  all  the  way. 
^  run  the  tightest  ship 
in  the  shipping  businessl 
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EXECUTIVE  SUITE  I 


THE  REBELS  ARE  BANGING  ON 
WESTINGHOUSE'S  BOARDROOM  DOOR 


Poor  performance  and  an  entrenched  management  have  investors  riled 


Next  year,  Westinjjhouse. 
Juiced  by  the  corporate  up- 
heaval they  helped  spur  at  Gen- 
eral M(jtors  Corp.,  activist  investors  are 
zeroing  in  on  the  ailinjj:  Pittsburgh  com- 
pany as  their  next  quarry.  Several  U.  S. 
jjension  funds,  including  the  huge  Cali- 
fornia Public  Employees'  Retirement 
System,  have  targeted  it.  So  has  Robert 
A.  Monks,  who  was  instrumental  in 
goading  Sears,  Roebuck  &  Co.  to  make 
boardroom  changes  and  to  spin  off  its 
financial-services  units.  The  United 
Shareholders  Assn.,  a  grouj)  of  individ- 
ual investors,  says  it  is  filing  four  share- 
holder resolutions  with  Westinghouse 
Electric  Corp.,  including  one  that  asks 
its  independent  directors  to  evaluate  the 
company's  strategy  and  leadership. 

As  if  that  didn't  spell  trouble  enough 
for  Chief  Executive  Paul  E.  Lego,  there 
is  more.  Using  new  power  granted  by 
recent  changes  in  federal  proxy  rules, 
the  Council  of  Institutional  Investors,  a 
group  of  major  pension  funds,  is  likely 
to  solicit  proxy  votes  for  the  shareholder 
resolutions  and  against  directors.  The 
outside  counsel  to  Westinghouse's  board 
is  one  Ira  M.  Millstein,  the  attorney  who 
roused  CM's  outside  directors  and  is 
known  to  be  none  too  hajjpy  with  Wes- 
tinghouse's performance.  Meanwhile, 
former  and  current  Westinghouse  execu- 
tives are  leaking  internal  data  to  Ijoard 
members  who  might  agitate  for  change. 
NETTLES.  No  company  has  ever  faced  so 
many  angry  investors  brandishing  so 
many  weapons — let  alone  faced  them 
down.  And  the  i)arrage  could  intensify 
before  Westinghouse's  annual  meeting 
in  April.  Some  funds  haven't  announced 
their  prey  and  might  yet  pick  Westing- 
house. Some  have  delil)erately  stayed 
away.  "Westinghouse  is  not  on  our  list 
because  they're  on  everyone  else's  list," 
says  Edward  J.  Durkin,  special  pro- 
grams director  of  the  United  Brother- 
hood of  Carpenters.  Others  say  they're 
likely  to  vote  against  its  directors. 

Investors  are  united  in  their  ire  for 
one  reason:  performance.  Westinghouse 
turned  in  a  $1.1  billion  loss  last  year  on 
$12.8  billion  in  sales,  and  it's  running  in 
the  red  again  this  year.  Its  financial- 
services  operation  in  particular  keeps 
bleeding.  In  recent  months,  credit-rating 
agencies  have  twice  downgraded  the 
company,  effectively  shutting  it  out  of 
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the  equity  and  commercial-paper  mar- 
kets. And  the  performance  of  its  shares, 
now  near  I'SV-i,  lags  behind  its  peers'. 

Westinghouse's  internal  practices  also 
nettle  investors.  The  company  has  in- 
stalled a  raft  of  measures  to  entrench 
management.  The  board  is  passive  and 
doesn't  even  have  a  nominating  commit- 
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tee.  In  October,  it  issued  a  statement 
giving  Lego  a  vote  of  confidence. 

Then  there's  that  little  matter  of  paw 
In  early  1991,  management  reaped  big 
bonuses  based  on  unaudited  1990  re- 
sults. A  month  later,  the  company  took  a 
$975  million  charge  against  earnings 
that  would  have  obliterated  the  grants. 
In  1991,  managers  got  no  bonuses  but 
were  handed  plump  stock-option  grants 
instead.  Lego  pocketed  some  $2.4  millinn 
in  1990  and  1991,  plus  options  on  824,000 
shares  of  stock.  To  protest,  a  handful  nf 
big  funds  voted  against  Westinghouse's 
directors  last  April. 

LINE  OF  ATTACK.  Since  then,  investors 
have  pelted  Lego  with  complaint  lettei's. 
In  response,  he  has  traveled  the  countr\- 
to  see  some  of  them,  including  Monks 
and  Ralph  V.  Whitworth,  president  nf 
United  Shareholders.  On  Nov.  9,  Lego  is 
set  to  meet  with  CalPERS  and  the  Califor- 
nia Teachers  Retirement  System. 

Lego  always  meets  with  his  detractors 
alone.  Former  Westinghouse  executives 
say  that's  due  to  his  lone-wolf  manage- 
ment style.  He  manages  in  "self-imposed 
isolation,"  exerting  "heavy-handed" 
pressure  on  the  units  to  increase  earn- 
ings, one  says,  adding  that  company  mo- 
rale is  "corrosive."  A  ranking  insider 
says  many  senior  executives  "would  like 
to  see  change"  at  the  top. 

But  investors  seem  to  be  more  galva- 
nized by  Lego's  visits,  not  less.  "Lego 
blames  everyone  else  for  the  company's 
problems,"  says  one  major  shareholder. 
And  he  displays  no  sense  of  urgency. 
"He  says,  'I  know,  I  know,  I  know,  I'm 
working  on  it,'  "  says  another.  Lego,  on 
vacation,  says  through  a  Westinghouse 
spokesman  that  "nothing  could  be  fur- 
ther from  the  truth"  and  that  the  compa- 
ny is  addressing  shareholder  concerns. 

To  provoke  change,  investors  have  so 
far  settled  on  five  resolutions  as  their 
first  line  of  attack.  Besides  asking  for  a 
panel  to  study  a  restructuring,  United 
Shareholders'  proposals  seek  termina- 
tion of  the  company's  poison  pill  and  a 
plan  to  tie  compensation  closely  to  per- 
formance. Both  United  Shareholders  and 
the  New  York  City  Teachers'  Retire- 
ment System  ask  for  creation  of  a  nomi- 
nating committee  of  outside  directors. 
Other  funds  may  offer  proposals  to  split 
the  job  of  chairman  and  CEO.  CalPERS 
may  projjose  strong  candidates  for  the 
board.  Monks  and  others  want  Westing- 
house to  consider  divestitures. 

The  bottom  line;  "The  company  needs 
to  take  very  dramatic  action  very  soon," 
says  one  investor.  That  now  seems  to  be 
the  only  way  Lego  can  avoid  meddling 
by  some  very  grumpy  investors. 

By  Judith  H.  Dobrzynski  in  New  York, 
iritli  Michael  Schroeder  in  Washington  and 
Stephen  Baker  in  Pittsburgh 


OK.  Leti  get  down  to  business.  2  4  liouis.  Tliat'sall  we  get.  And  still  tor  some,  it'sjust  not  enough.  Now  of  course,  we 
it  GTE  don't  presume  to  tell  you  how  to  spend  ycuir  time.  Just  how  to  save  it.  The  way  we  see  it,  the  phone  is  the  shortest 
listance  between  a  problem  and  a  solution.  Unlike  a  memo  or  busine,ss  letter,  it  allows  you  to  deal  with  problems 
mmediately.  And  get  results  immediately.  Compared  to  a  personal  sales  call,  it  not  only  can  save  you  a  bundle  of 
ime,  but  a  bundle  of  that  other  precious  commodity.  It  lets  you  sell  faster.  Distribute  taster.  Collect  money  faster.  Go  to 
Linch  taster.  See  your  front  door  faster.  Need  we  go  on?  ^^^^^^^^  Because  after  all,  it's  about  time.  Isn't  it? 


THE  POWER  IS  ON 
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RISING  TOLL 

Only  now  are  hard  data 
to  measure  Hurricane 
Andrew's  toll  on  South 
Florida  coming  together. 
The  picture  isn't  pretty: 


HOME  DAMAGE 


Florida  homeowners  will 
collect  $10.2  billion-far 
nnore  than  the  $7.3  billion 
insurance  companies  had 
planned  to  pay 


JOBLESSNESS 


Dade  County  unemploy- 
ment jumped  0.5%  to  1 1.5% 
in  September-its  highest 
rate  in  1 2  years 


TAX  SHORTFALLS 


September  sales  tax  collec- 
tions in  South  Florida  fell 
1 1.3%  below  estimates. 
Dade  County's  property 
tax  collections  will  be  $32 
million  to  $50  million  short 
of  projections 


LOHERY  SALES 


The  state  figures  lottery  sales 
for  fiscal  1992-93  will  be 
$  1  8.8  million  less  than  had 
been  expected— which  trans- 
lates to  $7.1  million  in  lost 
revenues  for  schools 

DATA:  BW 


McCAW  GETS  THROUGH 
TO  AT&T 


►  Craig  McCaw  has  long  had 
a  vision  of  building  a  national 
cellular  network  that  could 
reach  every  home,  business, 
car,  plane,  and  shirt-pocket 
telephone.  Now,  he  may  have 
the  money  to  do  it. 

AT&T  and  McCaw  Cellular 
Communications  announced 
on  Nov.  4  that  they  were  dis- 
cussing a  deal  to  give  at&t 
one-third  of  McCaw.  AT&T 
would  buy  47  million  newly  is- 
sued McCaw  shares  at  $42 
each  and  would  pay  $49  for 
35.8  million  shares  owned  by 
British  Telecom.  The  $2  billion 
netted  by  McCaw  would  help 


pay  off  its  $5.3  billion  in  debt. 
It  would  also  let  McCaw  sell 
its  service  under  the  formida- 
ble AT&T  brand  name.  Eventu- 
ally, the  deal  could  give  AT&T 
control  of  McCaw. 


SHERRY  LANSING, 

A  STAR  AT  PARAMOUNT 


►  Maybe  it's  the  year  of  the 
woman  in  business,  too.  On 
Nov.  4,  Paramount  Communi- 
cations named  Sherry  Lan- 
sing chairman  of  its  motion- 
[jicture  group.  She  replaces 
Brandon  Tartikoff,  who  re- 
signed on  Oct.  29.  Tartikoff 
says  he  quit  to  care  for  his 
ailing  daughter,  but  Holly- 
wood insiders  say  he  was  also 
under  pressure  because  of 
Paramount's  short  slate  of 
Christmas  films. 


WILL  CLINTON  DIVERT 
FOREIGN  AIRLINES? 


►  Does  a  Clinton  Presidency 
bode  ill  for  weak  U.  S.  air- 
lines? While  experts  say  for- 
eign investment  may  be  the 
best  hope  for  rescuing  USAir, 
Continental,  TWA,  and  Ameri- 
ca West,  they  note  that  Presi- 
dent-elect Clinton  has  initially 
appeared  cold  to  such  sales. 
Clinton  has  expressed  strong 
reservations  about  a  $750  mil- 
lion stake  by  British  Airways 
in  liSAir.  Some  industry  exec- 
utives say  that  if  the  British 
don't  win  a  deal  under  Bush, 
BA  may  walk  away. 
Indeed,  others  believe  Clin- 


BREAKING  THE  FAX  JAM 


You  know  the  feeling:  You  rush 
over  to  the  facsimile  machine  to 
pick  up  an  urgent  message.  In- 
stead, leisurely  scrolling  out  is 
an  ad  for  cheap  fax  paper  or  the 
take-out  menu  of  a  nearby  Chi- 
nese restaurant.  All  the  whilf, 
your  crucial  document  is  sus- 
pended somewhere  in  an  unend- 
ing loop  of  busy  and  redial. 

Beginning  in  January,  Califor- 
nians  will  have  a  way  to  fight 
back.  State  Assemblyman  Richard  Katz  figured  that  unsolicit- 
ed faxes  were  enough  of  a  problem  to  warrant  legislation 
discouraging  them.  So  he  penned  a  bill  requiring  faxed  adver- 
tising to  include  a  toll-free  number,  so  that  recipients  could  call 
to  halt  future  faxes.  Violators  would  be  subject  to  a  $500  fiiv-. 

Katz's  intent  seems  good,  but  his  methods  may  need  some 
work.  We  received  his  announcement  of  the  new  legislation 
when  we  rushed  over  to  pick  up  an  urgent  fax,  and  there, 
leisurely  scrolling  out  of  the  machine  .... 


ton's  campaign  comments 
helped  persuade  Lufthansa  to 
drop  out  of  the  bidding  for 
Continental  Airlines.  But  Air 
Canada,  one  of  two  final  bid- 
ders for  Continental  would  be 
unlikely  to  face  such  obsta- 
cles if  its  bid  is  accepted. 
American  Airlines  is  now  talk- 
ing about  an  investment  in 
Canadian  Airways,  following 
the  collapse  of  merger  talks 
with  Air  Canada. 


PICKING  UP  THE  TAB 
FOR  BIASATSHONEY'S 


►  Shoney's  says  it  will  pay 
$105  million  to  settle  a  SV2- 
year-old  lawsuit  charging  that 
it  discriminated  against  black 


workers  and  job  applicants. 
Plaintiffs  in  the  class  action 
claimed  that  the  policy  of  the 
Nashville  chain  was  to  limit 
the  number  of  black  workci  s 
in  public  areas  of  restaurants 
and  to  harass  white  workers 
who  objected  to  that  policy.  If 
approved  by  a  federal  juiiue, 
payments  will  be  made  le 
those  who  have  been  discrimi- 
nated against  in  hiring,  firing, 
or  promotion  practices  since 
1985. 


SAVINGS  BONDS  LOOK 
JUICY— IN  LEAN  TIMES 


►  With  short-term  interest 
rates  at  30-year  lows,  yield- 
hungry  savers  are  returning 
to  an  old  favorite:  the  U.  S. 
Savings  Bond.  The  Treasury 
Dept.  sold  $13.6  billion  worth 
of  the  humble  Series  EE  Bond 
during  fiscal  1992,  the  largest 
sales  since  Savings  Bonds 
helped  finance  World  War  II. 
The  bonds  have  a  lot  going 
for  them;  a  minimum  pur- 
chase of  $25  and  a  flexible 
term  that  lets  buyers  cash  out' 
after  six  months  or  hold  onj 
for  30  years — but  their  main' 
appeal  is  the  high  rate.  Held 
for  five  years,  today's  1:1: 
Bonds  will  reward  a  saver 
with  67'  interest — which  is 
quite  a  nice  return  in  today's! 
market. 
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YOUR  FIRM 
ARRIVES  IN 
THIS  BOX 


A  corporate  gih  expresses  more  than 
jL  gratitude.  It  speaks  volumes  about 
your  firm.  ♦  For  154  years,  Hrms  have 
expressed  themselves  in  words  only  a 
Tiffany  blue  box  can  say.  Tiffany  gifts  have 
passed  from  CEOs  to  clients.  From 
managements  to  staffs.  They  are  bestowed 
by  everyone  who  prrzes  stability  over  caprice, 
substance  over  veneer.  And  who  wishes  to 
send  this  message  in  a  gift  that  is  cherished 
forever.  ♦  To  receive  a  brochure,  or  learn 
more  about  the  rewards  of  a  Tif?'any  &:  Co. 
corporate  account,  call  800-423-2394. 


Tl  FFANY  &  Co. 


nternational  Business 


SOUTH  KOREA  I 


CAN  KOREA 

UNITE  AND  CONQUER? 


Seoul's  strategy:  Merge  North  and  South — carefully — and  niine  the  riches  of  Russia  and  the  Far  East 


The  chairman  of 
South  Korea's 
Daewoo  group, 
Kim  Woo-Choong,  is 
known  for  grabbing 
catnaps  on  airplanes 
or  in  the  bacltseat  of 
a  car.  The  white- 
haired  55-year-old 
needs  the  rest.  He 
works  at  a  frenetic 
pace,  with  18-hour- 
long  days  and  mara- 
thon travels  that 
keep  him  away  from 
Seoul  some  200  days 
of  the  year.  He  used 
to  spend  most  of 
that  time  in  the 
U.  S.,  Europe,  or  the 
Middle  East.  But 
these  days,  Kim  is 
more  likely  to  pop  up 
in  Pyongyang,  Beij- 
ing, Moscow,  or  Ulan 
Bator. 

The  reason  is  that 
Kim  has  emerged  as 
point  man  in  his 
country's  attempt  to 
create  a  "Greater  Korea."  He  and  a 
growing  corps  of  Korean  executives  and 
politicians  are  shajjing  a  new  vision  of 
Korea's  future.  Rather  than  concentrate 
on  the  U.  S.  and  Europe  as  partners, 
they  want  to  create  an  economic  zone 
that  combines  the  best  elements  of 
South  and  North  Korea,  which  have 
been  mortal  enemies  for  nearly  50  years. 
That  vision  includes  neighboring  regions 
of  China  and  Russia,  where  3  million 
ethnic  Koreans  live  (map).  None  of  this 
would  have  been  thinkable  just  a  few 
years  ago,  as  cold  war  hostility  lingered. 

One  goal  of  this  Greater  Korea  strate- 
gy is  to  achieve  reunification  with  the 
North — but  not  too  quickly.  Having  wit- 
nessed the  enormous  costs  and  social 
dislocations  of  German  reunification,  the 
South  Koreans  want  to  create  economic 
prosperity  first.  Cultivating  communities 
of  solidly  capitalistic  Koreans  in  China 
and  Russia,  they  argue,  will  spread  to 


POINT  MAN:  DAEWOO'S  KIM  WOO-CHOONG  IS  A  LEADER  OF  THE  EFFORT  TO  BUILD  A  "GREATER  KOREA" 


North  Korea  and  ease  the  trauma  of 
reunification.  Already,  signs  on  China's 
Shandong  Peninsula,  directly  across  the 
Yellow  Sea  from  the  Korean  Peninsula, 
are  written  in  Korean  as  the  number  of 
small  and  medium-size  Korean  compa- 
nies operating  there  surges. 
NORDPOLITIK.  But  there  are  also  urgent 
economic  reasons  for  Korea's  northern 
push,  its  so-called  Nordpolitik  strategy. 
Rich  in  resources,  such  as  petroleum, 
timber,  and  coal.  Northeast  Asia  has 
enormous  potential  but  scant  ability  to 
develop  itself.  South  Korea  is  in  the  op- 
posite predicament:  lots  of  money  but 
few  resources.  "We'll  bring  in  capital 
and  technology,"  says  Kim.  "What  we 
need  is  political  will"  to  fully  open  the 
doors.  Daewoo  is  the  most  aggressive  of 
the  big  Korean  chaebol,  with  plans  to 
invest  as  much  as  $1.1  billion  in  China, 
the  former  Soviet  Union,  and  North  Ko- 
rea through  1995.  Many  other  Korean 


companies  also  are  jjlunking  down  their 
largest  investments  to  date. 

In  effect,  the  South  Koreans  are  using 
these  new  relationships  to  shift  their  en- 
tire economic  strategy.  With  the  U.  S. 
and  Europe  griping  about  Korean  ex- 
ports, a  new  flood  of  Korean  products  is 
beginning  to  hit  the  Asian  mainland.  At 
the  same  time,  cheaper  labor  in  border- 
ing lands  could  help  the  Koreans  'ower 
the  costs  of  their  exports,  which  are  be- 
coming expensive  as  wages  rise  and  the 
currency  strengthens  at  home.  Wages  in 
northern  Chinese  provinces  are  a  mert 
107'  to  157  of  South  Korean  levels. 

The  Koreans  have  been  cautious 
about  investing  in  China,  where  there 
are  few  legal  protections.  But  now  thai 
they  have  established  diplomatic  rela- 
tions with  Beijing,  investments  coulc 
pick  up  briskly.  One  estimate  puts  Kore- 
an investment  in  China  at  $2.5  billion  by 
1995,  with  overall  trade  exploding  to  $2C 
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illioii,  (loul)linK  iVom  this 
ear. 

Geopolitics  is  tlearly 
■orkin^  to  South  Korea's 
dvantage.  In  late  Septem- 
er,  President  Roh  Tae- 
loo  paid  a  historic  visit  to 
eijing,  ending  an  era  of 
ostility  that  lasted  four 
ecades.  Business  was 
igh  on  the  agenda.  Be- 
ides  Daewoo's  Kim,  the 
iitourage  included  36  top 
arporate  leaders,  includ- 
ig  Hyundai  Chairman 
hung  Se-Yung  and  Sun- 
yong  Chairman  Chey 
ong-Hyun. 

Russian  President  Boi-is 
eltsin,  his  relations  with 
okyo  stalled,  also  is  hop- 
ig  to  dramatically  expand 
es  with  the  Koreans.  He 
lans  to  visit  Seoul  this 
lonth  to  discuss  such  proj- 
cts  as  a  $20  billion  propos- 
1  to  develop  Siberian  natu- 
il-gas  fields  and  one  to 
uild  new  rail  links  and 
oads.  The  Seoul  trip 
3mes  on  the  heels  of  the 
lussian  leader's  abrupt 
ancellation  of  a  visit  to  Ja- 
an.  At  issue:  the  longtime  dispute  over 
vvnership  of  the  Kurile  Islands.  As  a 
esult  of  the  impasse,  Seoul  has  stolen 
iplomatic  momentum  from  Tokyo. 
itNiNG  RUSSIA.  Such  budding  ties  with 
loscow  and  Beijing  put  pressure  on 
forth  Korea  to  open  up  its  markets  and 
ase  its  hard-line  attitudes,  such  as  re- 
using foreign  inspections  of  its  nuclear 
weapons  capabilities.  Neither  is  happen- 
ig  quickly.  Although  it  has  flirted  with 
)aewoo's  plans  to  set  up  plants  for  man- 
facturing  consumer  goods  such  as 
hirts,  toys,  and  kitchenware,  the  North 
as  so  far  avoided  opening  its  doors 
ery  wide.  The  38th  Parallel  separating 
lorth  from  South  is  still  protecti'd  by 
liles  of  razor-sharp  con- 
ertina  wire  and  armed 
heckpoints. 

Direct  trade  with  the 
Jorth  has  also  been  ham- 
ered  by  politics  in  the 
louth.  In  1991,  Daewoo's 
Tiports  from  North  Korea 
epresented  a  tiny  fraction 
f  South  Korea's  $166  niil- 
on  total.  But,  in  the  first 
ight  months  of  this  year, 
)aewoo's  share  rose  to 
07f,  triggering  complaints 
0  the  Seoul  government 
rom  rival  Samsung  Group, 
'hat  prompted  the  govern- 
lent  to  put  the  brakes  on 
)aewoo's  activities.  Plans 
or  factories  are  on  hold 


SOUTH  KOREA'S  BIG  PUSH 


MONGOLIA,  CENTRAL 
ASIAN  REPUBLICS 

►  Koreans  exploring  mining 
deal  with  Mongolian  state 
coal  company 

►  Daewoo  signs  $600 
million  joint  venture  with 
Uzbekistan  to  produce 
cars,  trucks,  and  buses 

►  Daewoo  plans  $  1 00 
on  investment  to  make 

electronic  products  in 
Tashkent 


RUSSIA 


RUSSIA 

►  Consortium  led  by  Daewoo  discussing  $20  billion 
plan  to  tap  natural  gas  near  Yakutsk 

►  1 00  companies  planning  investments  in  port 
of  Nakhodka 

►  Hyundai  has  timber  joint  venture  near  Vladivostok 


Sea  of 
Okhots 


NORTH  KOREA 

►  Trade  links  slowly  expanding 

►  Daewoo  studying  feasibility  of 
building  eight  factories,  most- 
ly clothes,  consumer  goods 

►  Kim  ll-Sung  agrees  to  allow 
pipeline  to  run  through  country 


CHINA 

►  Hallo  Group  plans  $220  mil- 
lion cement  plant  in  Hebei, 
also  auto  production 

►  Pohang  Iron  &  Steel  invests 
$95  million  in  Shanghai 

►  Samsung  plans  $200  million 
ethylene  plant  in  Jilin 


for  now,  but  Daewoo  did  send  in  a  team 
in  October  for  preliminary  studies. 

The  South  Koreans  remain  convinced, 
however,  that  over  time  their  strategy 
will  force  the  Hermit  Kingdom  to  open 
up.  So  they  are  plunging  ahead — build- 
ing their  stakes  with  Pyongyang's  erst- 
while supporters.  Already,  South  Korean 
companies  are  highly  visible  both  in 
Moscow  and  in  Russia's  Far  East.  The 
first  thing  a  traveler  arriving  at  Mos- 
cow's Sheremetyevo  International  Air- 
port sees  are  giant  billboards  advertis- 
ing Hyundai,  Sunkyong,  Goldstar,  and 
several  other  South  Korean  companies. 
And  South  Koreans  are  plunking  down 
more,  with  $7  million  invested  in  the 
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first  half  of  1992,  up  from  $3.6  million  in 
all  of  1991. 

The  centerpiece  of  Daewoo's  Russian 
strategy  is  the  $20  billion  plan  to  develop 
Siberian  natural  gas.  Chairman  Kim  has 
persuaded  Yeltsin  and  President  Roh 
Tae-Woo  to  agree  to  a  plan  to  lay  a  gas 
pipeline  from  Yakutsk  in  eastern  Russia 
through  North  Korea  to  the  South,  and 
eventually  by  undersea  pipeline  to  Ja- 
pan. Kim  cleared  a  major  hurdle  in  Janu- 
ary when  North  Korea's  supreme  leader, 
Kim  Il-Sung,  agreed  to  go  along. 

According  to  the  plan,  a  consortium  of 
Russian  and  South  Korean  companies 
will  be  formed  soon  to  harness  the  esti- 
mated 1  trillion  cubic  meters  of  natural- 
gas  reserves,  the  largest 
gas  field  outside  of  Alaska. 
Consortium  members  are 
likely  to  include  Daewoo, 
Korean  oil  giant  Yukong, 
Samsung,  Lucky-Goldstar 
International,  and  the  gov- 
ernment-owned Korea 
Petroleum  Development. 
Daewoo  executives  say  a 
three-year  feasibility  study 
costing  $100  million  is  un- 
der way. 

The  Russians,  long  frus- 
trated in  their  bid  to  draw 
the  Japanese  into  develop- 
ing their  natural  resources, 
see  the  pipeline  as  an  ex- 
ample of  Korean  commit- 
ment to  their  market.  "The 
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Japanese  looked  at  it  for  a  long  time." 
observes  Victor  N.  Koptevsky,  director 
general  of  the  Asian  department  of  Rus- 
sia's Ministry  for  Foreign  Economic  Re- 
lations in  Moscow.  "But  the  Korean 
companies  are  more  active  and  decisive." 

Kim  also  plans  to  build  a  new  road 
and  railway  line  simultaneously,  as  gas 
pipes  are  laid.  New  transportation 
routes  with  Russia  are  essential  because 
the  key  Trans-Siberian  rail  link  is  badly 
clogged  with  traffic.  Moreover,  rails 
from  Russia  to  China  and  North  Korea 
are  of  different  gauges.  An  efficient 
new  line  could  give  South  Korea  better 
access  not  only  to  Asian  markets  but  to 
Western  European  markets,  too. 

Daewoo's  high  profile  in  Russia  is 
starting  to  pay  off  in  other  ways.  The 
company  has  obtained  some  core  tech- 
nologies, such  as  carbon 
brake  discs  for  aircraft 
from  Russia's  Niigrafit 
and  Aviaexport.  Kamov 
Helicopter  Scientific  & 
Technology  Co.  of  Rus- 
sia will  provide  design 
and  manufacturing 
technology  for  a  100- 
pound  pilotless  helicop- 
ter used  for  spraying 
pesticides  in  countries 
from  Thailand  and  Viet- 
nam to  the  U.  S.  And,  in 
June,  Daewoo  took  over 
a  state-run  consumer- 
electronics  factory  in 
St.  Petersburg.  Operat- 
ed by  Positorn  Co.,  the 
venture  will  manufac- 
ture VCRS,  refrigera- 
tors. TVs.  and  audio  de- 
vices under  Daewoo's 
brand  name.  Half  of  the 
output  will  be  sold  in 
Eastern  and  Western 
Europe. 

CAPITAL-INTENSIVE.  Korean  companies 
have  other  interests  in  the  Russian  Far 
East.  Led  by  Kohap,  up  to  100  Korean 
companies  are  planning  investments  in  a 
free  economic  zone  at  the  port  of  Na- 
khodka, Russian  officials  say.  Hyundai 
has  a  timber  joint  venture  in  Primorski 
Krai,  near  Vladivostok.  Altogether,  25 
Korean  companies  have  representative 
offices  in  the  former  Soviet  Union,  ac- 
cording to  the  Korean  Trade  Center  in 
Moscow.  At  least  10  more  companies 
may  establish  a  presence  after  Yeltsin's 
visit  to  Seoul. 

Kim's  efforts  extend  beyond  Russia. 
He  has  signed  a  §600  million  joint  ven- 
ture, for  example,  with  Uzbekistan's 
government  to  produce  160,000  cars, 
trucks,  and  buses  annually.  The  vehicles 
will  be  manufactured  starting  in  mid- 
1994  and  marketed  in  the  former  repub- 


lics of  Central  Asia.  Many  of  those  deals 
were  clinched  by  ethnic  Koreans  living 
in  the  region. 

The  Koreans  have  the  vast  former  So- 
viet Union  virtually  to  themselves,  with 
scant  competition  from  the  Japanese  or 
Taiwanese.  China  is  a  different  story, 
however,  where  rivals  are  more  estab- 
lished. So  the  Koreans  feel  pressure  to 
better  define  their  niche.  Instead  of 
small,  labor-intensive  operations  that 
have  dominated  investment  in  China,  the 
Korean  chaebol  are  now  announcing 
massive,  capital-intensive  projects  in  the 
electronics,  machinery,  steel,  petrochemi- 
cal, and  automotive  industries.  The  Halla 
group,  a  cement  and  construction  and 
engineering  conglomerate,  plans  to  build 
a  $220  million  cement  plant  and  facilities 
for  automobile  and  heavy-equipment 


SOUTH  KOREAN  PRESIDENT  ROH  TAE-WOO  (RIGHT):  WELCOMED  IN  BEIJING 


production  in  Hebei  Province.  Pohang 
Iron  &  Steel  is  planning  to  invest  $95 
million  in  Shanghai  in  steelmaking  tech- 
nology that  will  help  supply  specialized 
products.  And  Samsung  has  signed  a 
contract  with  Jilin  Chemical  Industry 
Corp.  of  China  to  invest  $200  million  in 
an  ethylene  production  plant  in  Jilin 
Province. 

There  are,  of  course,  risks  to  South 
Korea's  thrust  into  the  mainland.  Aside 
from  the  obvious  problems  of  political 
stability  and  currency  conversion,  strate- 
gists must  worry  about  creating  future 
competition  from  the  Chinese  them- 
selves. By  transferring  technology  to 
the  Chinese  in  heavy-industrial  and  con- 
sumer-products sectors,  the  Koreans 
could  one  day  suffer  the  same  "boomer- 
ang" effect  they  inflicted  on  the  Japa- 
nese. "The  opening  of  the  Chinese  mar- 


ket to  foreign  companies  is  a  goo 
chance — but  also  a  potential  threat  fn 
Korea,"  comments  Chun  Jin-Hv.-an.  in  i': 
ident  of  Lucky-Goldstar. 

Yet  South  Korean  executives  realiz 
that  they  need  to  be  there.  The  risk  w\ 
just  have  to  be  managed.  "Before  th 
Chinese  are  able  to  fully  digest  all  ou 
technology  and  use  it  against  us  in  th 
international  market,  we  will  be  f;i 
ahead,"  insists  Kim  Hun,  executive  inm 
aging  director  of  Samsung  Electronn-s. 
SINGLE-MINDEDNESS.  Although  sun, 
critics  warn  that  the  Koreans  are  (!\>'. 
extending  themselves,  Kim,  in  partiei 
lar,  is  pushing  Greater  Korea  with  th 
same  single-mindedness  that  he  ha 
used  to  drive  Daewoo  ever  since  h 
founded  it  in  1967.  This  chain-smokin 
workaholic,  who  prefers  a  bowl  of  K  n  ' 
an  instant  noodlt  - 
caviar  and  champa^  .■ 
now  spends  more  of  !i 
time  on  this  internatn.i 
al  push  than  o 
Daewoo's  shipbuildini 
automobile,  or  electnn 
ics  ventures.  The  difl 
culties  actually  ap]  le: 
to  him.  "I  smell  nmn. 
when  there  is  risk.'  1 
says. 

Kim  may  be  in  tl^ 
vanguard,  but  aero.- 
South  Korea's  executi\ 
ranks  there  is  excit- 
ment  about  Greater  \\< 
rea.  They  see  guliii 
market  conditions  th; 
prevailed  in  South  K 
rea  in  the  early  a- 
mid-1970s:  low  wai;! 
and  disciplined  worker 
Only  now,  the  S^ait 
Korean  giants  are  f; 
more  experienced  ai 
technologically  mon  a 
vanced  than  they  were  20  years  . 
This  northern  strategy  could  even  i 
the  South  Koreans  battle  a  wave  < 
cheap,  well-made  products  the  Japane- 
are  turning  out  from  production  basi- 
Southeast  Asia. 

So  the  strategy  that  President  Ki 
initiated  by  inviting  China  and  the  Sovi 
Union  to  'the  1988  Seoul  Olympics  h; 
now  blossomed  beyond  pure  diplomac 
The  moves  may  eventually  prompt  rf  u 
fication  with  North  Korea  by  abn 
the  year  2000.  And  in  so  doing,  ili 
strategy  could  also  lend  huge  new  m 
mentum  to  South  Korea's  flagging  ec 
nomic  drive.  No  matter  what  the  risk 
the  Koreans  figure,  it's  a  plunge  thi 
have  to  take. 

By  Laxmi  Sakanni  in  Seoul,  uith  R<i 
Brady  in  Moscoic  and  Lynne  Curm 
Beijing 
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Will  it  cost  yoiir  company 
your  company? 


Ready  for  one  of  the  most  difficult  challenges  ever  to  confront 
corporate  America?  One  that's  estimated  to  cost  up  to  $400  billion. 

New  FASB  regulations  will  force  companies  to  measure  and  post 
as  a  debit  their  health  expense  obligation  to  current  and  future  retirees. 

The  effect  of  this  new 
liability  on  your  financial 
statements  could  be 
enormous.  In  fact,  some 
corporations  could  see 
profits  cut  by  as  much  as 
25%.  And  now  is  the 
time  for  you  to  address  it 
We  can  help.  We  offer 
actuarial,  retirement  and 
health  benefits  expertise. 

We  can  correctly  assess 
your  current  situation. 

And  help  you  better 
prepare  for  the  future. 

We  will  do  everything 
from  measuring  your 
expense  and  liability  to 
evaluating  plan  redesign  alternatives  and  advance  funding  options. 

The  end  result:  we'll  help  you  minimize  the  financial  impaa  of  these 
regulations  and  stiQ  enable  you  to  remain  responsive  to  the  benefit 
needs  of  employees.  Write  or  call  Mark  Lynch,  CIGNA  Employee 
Benefits  Services,  Dept  M-50,  Hartford,  CT  06152,  (203)  725-2186. 
After  all,  the  clock  is  ticking. 


We  get  paid  for  results?  | 
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JAPAN  I 


CRUNCH  TIME 
AT  JAPAN'S  BANKS 


The  bailout  plan  won't  ease  the  squeeze  of  bad  real  estate  loans 


ow  do  you  deal  with  a  colossal 
bankinj?  mess?  Swoop  down 
American-style  on  failing  lend- 
ers, dump  massive  amounts  of  dis- 
tressed real  estate  onto  the  market,  and 
sock  the  government  for  a  massive  bail- 
nut  bill?  Or  hem,  haw,  and  hope  that  a 
recovering  economy  will  eventually  cure 
the  system's  ills?  In  Jajjan,  the  latter 
seems  to  be  the  case. 

According  to  some  estimates,  up  to 
$300  billion  in  bad  loans  now  burden  Ja- 
pan's once-buoyant  banks. 
Yet  tightfisted  Ministry  of 
Finance  regulators  are  refus- 
ing to  mount  the  kind  of 
wide-ranging  relief-and-re- 
structuring  campaign  that 
the  Ministry  of  International 
Trade  &  Industry  has  per- 
formed in  the  past  on  such 
depressed  industries  as  steel, 
mining,  and  paper.  Instead. 
Finance  Ministry  bureau- 
crats are  putting  the  squeeze 
on  banks  to  clean  up  their 
own  mess.  If  the  ministry  re- 
fuses to  change  its  tune,  the 
mop-up  will  be  long  and 
slow. 

MORE  TO  COME.  On  Oct.  30, 

Mitsuliishi  Bank  Ltd..  the 
current  leader  of  Japan's 
banking  federation,  unveiled 
a  modest  plan  to  let  lenders 
get  as  much  as  .$25  billion  in 
bad  loans  and  real  estate  off 
their  books  during  each  of 
the  next  five  years  by  selling 
them  to  a  receiver  financed 
by  the  industry.  ""We  expect- 
ed a  lot.  but  it  turned  out  to 
be  no  real  change."  says 
Shinano  Morita  of  Standard 
&  Poor's  Corp.  "We  were  not 
impressed." 

The  low-key  approach  to  the  banking 
problem  poses  risks  to  the  flagging 
economy,  especially  if  the  credit  crunch 
gets  in  the  way  of  Prime  Minister  Kiichi 
Miyazawa's  $87  billion  economic-stimu- 
lus program.  If  that  occurs,  the  Finance 
Ministry  and  the  Bank  of  Japan  might 
have  to  move  aggressively  with  direct 
aid  and  sharply  lower  interest  rates.  Al- 
ready, bankruptcies  are  at  record  highs, 
with  software  houses  and  manufactur- 
ers joining  real  estate  developers.  The 


Tokyo  stock  market,  once  a  source  of 
cheap  capital  for  banks  and  manufactur- 
ers, is  in  the  doldrums.  And  bank  lend- 
ing is  now  running  only  2.2''  ahead  of 
last  year's  pace,  down  from  6''  in  1991 
and  a  torrid  13''  rate  in  the  late  1980s. 

Regulators  are  also  understating  the 
industry's  problems.  The  Finance  Minis- 
try says  bad  debts  at  Japan's  21  biggest 
lenders  jumped  54''  in  the  fiscal  half 
ended  Sept.  30.  to  $100  billion.  But  that 
excludes  loans  less  than  six  months  in 


arrears  and  credits  to  troubled  borrow- 
ers paying  reduced  rates.  So  the  tally  is 
sure  to  grow  even  larger  by  the  time  the 
fiscal  year  ends  Mar.  31.  Analyst  David 
Marshall  of  the  credit-rating  agency 
IBC.^  Ltd.  estimates  the  21 — including 
Dai-Ichi  Kangyo.  Sumitomo  Bank,  and 
Mitsubishi — now  have  $1(52  billion  in  bad 
loans.  Already,  some  major  banks  are 
reporting  sharply  lower  profits  and  cut- 
ting costs.  Sakura  Bank  Ltd..  for  one. 
plans   to   close   about   50  of  its  601 


branches.  Fuji  Bank  Ltd.  is  shutting  a 
Tokyo  office,  its  first  such  closure  in  21 
years. 

The  Mitsubishi-designed  relief  plan 
was  crafted  after  a  frantic  week  that 
kept  executives  working  until  4  a.m.  It 
calls  for  major  banks  to  set  up  a  compa- 
ny that  will  buy  bad  loans  and  the  real 
estate  backing  them  from  any  lender  at 
a  discount  from  book  value.  The  new 
company  then  will  try  to  sell  the  proper- 
ty, passing  proceeds  along  to  the  origi- 
nal lenders.  Finance  bureaucrats  hope 
the  scheme  will  generate  enough  trans- 
actions to  help  jolt  the  moribund  real 
estate  market  back  to  life.  The  plan  will 
also  give  banks  some  government  help 
by  allowing  them  to  bypass  Japan's  slow 
foreclosure  process  and  realize  immedi- 
ate losses  on  bad  assets.  Doing  so  will 
generate  quick  tax  write-offs  for  hard- 
pressed  lenders.  But  there  are  limits. 

For  one  thing,  banks  them- 
selves will  have  to  lend  to 
the  new  company  to  finance 
purchases  of  their  own  prob- 
lem assets. 

CASH  SHORT.  Neither  does 
the  plan  help  banks  address 
the  mounting  problem  of  bad 
debts  weighing  down  many 
affiliated  nonbank  lenders. 
Take  the  nation's  eight  hous- 
ing finance  companies,  or  ju- 
sen.  They  are  nursing  tens 
of  billions  worth  of  bad  com- 
mercial and  consumer  real 
estate  credits  and  no  longer 
have  the  cash  to  repay  the 
dozens  of  banks  that  fi- 
nanced their  lending  spree  in 
the  1980s.  Half  of  the  loans 
at  the  biggest  such  lender. 
Nihon  Jutaku  Kinyu,  with 
$23  billion  in  assets,  are  now 
classified  as  nonperforming. 
Yet  it  has  only  $145  million 
in  reserves  to  ccver  these 
problem  assets.  Two  of  its 
ownei's,  Sakura  and  Sanwa 
Bank  Ltd..  are  trying  to  re- 
structure the  lender's  bank 
debts.  But  analysts  believe 
few  banks  have  set  aside 
enough  capital  to  cure  the 
entire  finance  industr\-'s  ills. 
"The  scale  of  the  disaster  that  has  over- 
taken the  juseyi,"  says  the  iBC.-\'s  Mar- 
shall, "is  staggering." 

Although  several  jnsen  are  run  by 
former  Finance  officials,  that  message 
still  doesn't  seem  to  have  reached  Ja- 
pan's regulators.  If  the  economy  doesn't 
pick  up  soon,  the  guardians  of  Japan's 
financial  foundation  may  have  to  start 
listening. 

By  Larry  Holyoke  in  Tokyo  and  William 
Glasgall  in  Xeic  York 
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FORTHOSE  HUNGR¥TO  SUCCEED, 
DEVNERIS  NOWBEINGSERVED. 

Now  all  across  the  U.  S,  you  can  enjoy  our  completely 
redesigned  First  Class. 

Mm  lighter,  more  contemporary  cuisine,  and  a  host 
of  such  stylish  amenities  as  cappuccino,  new  electronic 
headsets,  and  hot:refresher  towels. 

And,  to  make  your  trip  more  productive,  enjoy  sepa- 
rate check-in,  personal  seat  telephones,  and  priority 
.baggage  delivery. 

:  United's  new  First  Class.  It's  better  for  you,  better  for 
business.  It's  truly  first  class. 

Come  fly  the  airline  that's.uniting  the  world.  Come 
fly  die  friendly  skies.  And  enjoy  the  grilled  prawns 
with  cilantro-papaya  salsa. 

^UniTED  AIRLiriES 
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EUROPE:  THE  FAR  RIGHT'S 
VICIOUS  VOICE  GETS  lOUDER 


Sitting  in  his  mid-19th  century  mansion  in  the  foothills 
west  of  Paris.  Jean-Marie  Le  Pen  confesses  to  feeling  a 
certain  sense  of  satisfaction.  For  years,  the  leader  of 
France's  extreme  right-wing  National  Front  party  railed 
against  the  influx  of  immigrants  into  France  and  Western 
Europe.  But  his  ugly  message  never  really  caught  fire.  Now 
with  the  European  economy  under  increasing  pressure  fi'om  a 
stuhljorn  skmip  and  rising  unemployment,  far-right  groups  in 
France,  Germany,  and  Italy  are  forcing  mainstream  political 
parties  to  adopt  a  more  hard-line  .stance  on  immigration  and 
European  unity.  "I  was  a  good 
prophet,"  says  Le  Pen. 

Indeed,  after  years  of  howling 
in  the  wilderness,  the  far  right  is 
at  last  being  heard  throughout 
the  Continent.  In  once-tolerant 
Italy,  violent  attacks  against  Aral) 
and  African  immigrant  workers 
ha\'e  become  commonplace.  Thei-e 
and  in  Germany,  .Jewish  cemeter- 
ies have  been  desecrated.  France 
has  seen  fewer  incidents,  yet  anti- 
immigrant  fervor  is  strong. 
MORE  STRIDENT.  In  France,  Le 
Pen's  themes  are  likely  to  play  a 
key  role  in  the  March  legislative 
elections,  where  the  conservatives  are  expected  to  seize  the 
post  of  prime  minister.  More  than  likely,  the  National  Front 
will  not  win  more  than  a  handful  of  seats,  and  the  chances  of 
its  emerging  as  a  power  broker  are  slim.  But  Le  Pen's  success 
at  making  immigi-ation  a  potentially  winning  i.ssue  is  likely  to 
prompt  the  mainstream  conservatives,  Gaullist  leader  Jacques 
Chirac  and  former  President  Valery  discard  d'Estaing,  to 
adopt  more  strident,  nationalist  tones. 

In  Germany,  mainstream  leaders  are  also  watching  the  far 
right  with  unease.  There  the  Republicaners.  led  by  former  SS 
officer  Franz  Schonhuber,  are  gaining  strength.  Schonhuber  is 
exploiting  the  resentment  of  the  thousands  of  newly  unem- 


ployed against  immigrants  who  get  generous  government  fi- 
nancial support.  While  full-fledged  neo-Nazis  numlier  only 
about  4,000,  it's  increasingly  likely  that  the  Republicaners 
could  cross  the  .5%  threshold  to  win  parliamentary  seats  in 
Germany's  next  elections,  expected  by  1994. 

To  prevent  fiuther  gains  on  the  extreme  right  and  limat  the 
flood  of  hundreds  of  thousands  of  asyhnn-seekers,  Kohl's  rul- 
ing coalition  is  close  to  reaching  agi'eement  on  revising  Ger- 
many's constitution  to  limit  the  numbers  of  economic  refugees 
entering  the  country.  Housing  and  welfare  money  for  immi- 

gi'ants  may  be  tightened. 
FRINGE  ELEMENTS.  The  far-right 
challenge  could  prove  even  more 
serious  in  Italy,  where  there's  a 
power  vacuum  waiting  to  be 
filled.  Italy's  traditional  ruling 
parties  have  been  completely  dis- 
credited, presenting  big  opportu- 
nities for  neofascists  such  as  the 
Movimento  Sociale  Italian©,  which 
could  win  sizable  votes  in  the 
next  election.  Another  group,  the 
Lega  movement,  has  emerged  as 
the  largest  political  party  in  the 
affluent  noi'thern  region  by  pu.sh- 
ing  the  idea  of  creating  a  new 
autonomous  region  in  Northern  Italy.  There  are  even  fi'inge 
elements  that  want  to  send  home  the  poor  southerners  who 
have  migrated  north. 

Unless  Europe's  economy  perks  up,  the  right  is  likely  to  be 
a  force  to  be  reckoned  with  for  years.  Extremists  could  well 
throw  monkey  wrenches  into  efforts  to  proceed  with  greater 
political  and  monetary  integi'ation.  So  the  leaders  of  Europe 
are  praying  for  an  economic  revival.  At  this  point,  it  seems 
that  only  a  business  recovery  will  be  alile  to  check  the  right- 
wing  surge. 

By  William  J.  Hulstein  in  Puris,  irith  Gail  E.  Schares  in 
Bonn  and  John  Rossant  in  Rome 


GLOBAL  WRAPUP I 


RUSSIA 


There's  a  new  word  in  the  lexicon 
of  Russian  economics— proiektioni t- 
ski.  Fearful  of  new  foreign  competi- 
tion, officials  of  some  Russian  banks 
and  enterprises  are  lobb\-ing  for  new 
favorable  treatment  on  state  contracts. 
One  is  \lktor  Korovin.  general  director 
of  Uralmash,  a  giant  industrial  equip- 
ment maker  in  Yekaterinburg.  He's 
worried  that  Western  companies  will 
take  away  his  contracts  for  major  oil 
ecjuipment.  In  return  for  government 
help,  he's  pledging  support  for  Rus- 
sian acting  Prime  Minister  Yegor  Gai- 
dai",  now  under  attack  by  right-wingers 
w-ho  want  to  stall  his  reform  program. 


Likewise,  the  Russian  Central  Bank 
is  being  asked  to  limit  the  role  of  for- 
eign banks  in  Russia.  Their  claim:  For- 
eign banks  finance  foreign  companies 
invading  the  domestic  market  rather 
than  making  investments  in  local  enter- 
prises. Even  so,  many  Russian  deposi- 
tors would  prefer  to  put  their  hard 
currency  into  foreign  banks,  consid- 
ei'ed  more  trustworthy. 

YUGOSLAVIA  

Yugoslax'  Prime  Minister  Milan  Pan- 
ic appears  to  be  losing  his  gi'ip  on 
power,  which  spells  more  trouble  in 
the  Balkans  for  the  incoming  Clinton 
Administration.  On  Nov.  3,  the  former 
American  pharmaceutical  magnate 


barely  escaped  a  no-confidence  legis- 
lative motion.  The  vote  was  orches- 
trated by  Serbia's  ultra-nationalist 
President  Slobodan  Milosevic,  who  re- 
cruited Panic  in  July  to  help  break  the 
U.  S.  trade  embargo  against  Yugosla- 
via. Since  then,  Panic  has  incurred  Mi- 
losevic's wrath  by  backing  peace  in- 
itiatives to  extract  Serbian  forces  from 
Bosnia  and  Herzegovina. 

Should  Panic  be  forced  out,  the  new 
Clinton  Administration  probably  will 
face  an  even  more  assertive  Yugosla- 
via. The  Clinton  transition  team  is  al- 
ready considering  lifting  an  arms  em- 
bargo that  has  given  better-armed 
Serbs  an  advantage  against  Bosnian 
fighters. 
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INTERNATIONAL  OUTLOC 


$40.00       $28.99       $70.00       $12.00  $75.00 


For  less  than  the  price  of  a  bottle 
of  good  wine,  you  can  enjoy  a  subscription 
to  THE  WINE  SPECTATOR 


You  can  spend  $70.00  on  a  great  Burgundy,  or  $40.00  on 
a  California  Cabernet.  But  for  a  mere  $11.95,  you  can 
savor  9  is,sues  of  THE  WINE  SPECTATOR.  It's 
the  lowest  price  available  anywhere! 

Twice  a  month,  we  bring  you  all  the  important  wine  news 
before  it  hits  the  grapevine.  What  you  should  be  buying. 

When  you  should  be  collecting.  How  much 
you  should  be  paying,  whether  it 


be  for  a  rare  Bordeaux  or  an  affordable  Chardonnay.  And  in 
every  issue,  we  feature  our  popular  pull-out  Buying  Guide,  with 
ratings  and  descriptions  of  over  100  new  releases. 

Whether  you  want  to  start  your  own  wine  cellar,  impress 
your  sommelier,  or  just  have  fun  with  wine,  you  should 
be  reading  THE  WINE  SPECTATOR.  Call  for  this  low 
introductory  rate.  It's  the  best  $11. 9S  you'll 
ever  spend  on  wine. 


CaUl-800-622-2062 


Introductory  Offer 

9  Issues  Just  $11.95 


\anie  (plea.se  print )_ 
Addre.ss 


City 


State 


□  $  11 .9S  Tnal  Sub     □  S-iO  Annual  Sub 
□  Payment  enckxsed     □  Charge  to:  □  VISA  □  \USTERCARD  □  AMEX 
Card  «  Exp.  


Signature  

Please  Check: 

□  Consumer  (k)  □  Restaurateur/Food  &  Bev.  Dir  (r)  □  Retailer  (f) 
□  Importer  (b)  □  Winery  (d)  □  Distributor  (e)  □  Other  (s)  


M-ike  check  payable  and  mail  lo:  The  Wine  Spectator,  RO  Box  1960,  Manon,  OH  i.lWi  .'.How  6-8  weeks 
for  deliver)'  New  suhscnhers  only  Offer  \alid  in  l^SA  Single  copy  pnce  S2  ^0  D2LBW-2 


EXECUTIVES 


DOLAN  IS  UP  AGAINST  SUBSCRIBER  RAGE  AT  HIS  PRICES  AND  A  NEW  LAW  REGULATING  RATES 


NOW,  CHUCK  DOLAN  WANTS 
TO  BE  MR.  NICE  GUY 


An  aggressive  cable  pioneer  tries  to  get  the  public  on  his  side 


It  was  jaiTin<4-  enough  that  Congress 
si)enl  the  summer  rereguhiting  the 
(•al)le  industry.  But  when  Charles  F. 
r)()lan  tuned  in  to  his  own  24-hour  news 
channel  recently,  he  was  hopping  mad. 
The  chairman  of  Cahlevision  Systems 
Corj).  in  Woodbury,  N.Y.,  watched  as 
News  12  Long  Island  gave  subscribers 
plenty  of  airtime  to  rail  against  his  com- 
Ijany  and  cable  TV  in  general.  "We're 
trashed  more  by  News  12  than  l>y  any 
other  medium,"  he  complains. 

That's  saying  something.  Not  only  is 
News  12  owned  by  Cablevision,  but  the 
station's  news  direcloi-  is  Dolan's  41- 
year-old  son,  Patrick.  The  elder  Dolan 
considers  it  a  matter  of  pi'inciple  to  give 
Patrick  total  editor-ial  independence.  Of- 
ten, though,  that  means  getting 
slammed.  For  years.  Chuck  Dolan  has 
been  one  of  cable's  bona  fide  visionaries. 
For  just  as  long,  he  has  been  a  lightning 
rod  on  Long  Island  for  consimier  com- 
plaints about  hardball  tactics  and  sky- 
rocketing cable  rates.  Patrick  certainly 
isn't  alone  when  it  comes  to  criticizing 
his  father.  And  Chuck  knows  it. 

The  Dolan  family's  conflict  neatly 
sums  up  the  dilemma  facing  the  entire 
industry.  While  entrepreneurs  such  as 
the  H6-y ear-old  Dolan  have  taken  a  no- 
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holds-l)aiTed  approach  in  seizing  opportu- 
nities and  developing  technologies,  they 
have  also  irked  subsci'ibers  by  paying 
for  their  dreams  with  spiraling  rates. 
On  Oct.  5,  consumer  anger  became  fed- 
eral law:  Congress  voted  to  regulate  the 
industry's  ability  to  raise  rates.  Now, 
says  Dolan,  the  time  has  come  to  mend 


MILESTONES 
OF  A  TELEVISIONARY 


SPORTS 


Dolan  pioneered  sports  on  cable,  of- 
fering New  York  Knicks  and  Rangers 
games  to  subscribers  in  1 967 


HOME  BOX  OFFICE 


Invented  the  granddaddy  of  pay 
cable  channels,  selling  it  to  Time  Inc. 
in  1 973.  It  later  evolved  into  HBO 


REGIONAL  NEWS 


News  1  2,  launched  in  1  986,  was  the 
first  24-hour  regional  news  channel 


TRIPLECAST 


Dreamed  up  the  money-losing  pay- 
per-view  coverage  of  tne  Barcelona 
Olympic  Games  in  1  992 

OAIA  BW 


fences.  "The  public  feels  we're  illegiti- 
mate and  exploitative,"  he  admits.  "The 
pul)lic  has  to  be  on  your  side." 

If  history  is  any  guide,  Dolan's  new 
attitude  may  augur  a  general  softening 
of  the  industry's  posture.  After  all,  the 
soft-spoken,  one-time  radio  producer  has 
spent  much  of  his  career  setting  the  ca- 
ble agenda  (table).  In  the  1960s,  he  was 
the  first  to  offer  sports  programming 
on  cal)le.  He  was  also  the  fii'st  to  air 
movies  on  pay  cable,  starting  the  chan- 
nel that  evolved  into  Home  Box  Office. 
And  with  News  12,  he  kicked  off  the 
recent  trend  toward  regional  cable-news 
channels.  "He  is  one  of  the  great  pio- 
neers," says  John  Severino,  former  pres- 
ident of  the  ABC  Inc.  television  network 
and  the  Prime  Ticket  cable  network. 
BRASH  PREDICTION.  Yet  Dolan  stumbled 
in  his  most  recent  venture  because  he 
couldn't  square  his  technological  ambi- 
tions with  market  realities.  Last  sum- 
mer, he  and  NBC  Inc.  teamed  up  to  offer 
round-the-clock  cover-age  of  the  Barcelo- 
na Olympic  Games  on  pay-per-view  TV. 
Dolan  l)i-ashly  predicted  that  2.-5  million 
viewers  would  pay  $125  for  the  Ti'iple- 
Ca.st.  But  only  one-tenth  of  that  figure 
signed  up,  and  the  Ti'ipleCast  lost  $120 
million.  Cablevision  took  a  $50  million 
hit,  while  media  analysts  figure  NBC  ab- 
sorbed $70  million. 

Dolan  blames  the  torpid  economy.  But 
his  own  partner's  now  wonder  whether 
the  concept  was  fundamentally  flawed. 
"We  r-an  into  a  lot  of  different  percep- 
tions about  television  that  caused  us  to 
have  a  much  lower  response  rate,"  says 
Roliert  C.  Wright,  president  of  NEC. 
Wr-ight  r-emains  enthusiastic  about  pay- 
per-view  pi'ogr-ams,  though  he  doubts 
Dolan's  concept  would  ever-  work  with- 
out some  radical  r-ethinking. 

The  bigger  cjuestion  is:  How  can  a 
$H03  million  company  affor-d  to  lose  $50 
million  on  a  single  project?  Certainly, 
Cal)levision— ah'eady  a  highly  leveraged 
public  company— can  only  take  such  risks 
Ijecause  of  the  piles  of  cash  it  extracts 
from  subscriber's.  Some  consumers  hope 
r'eregulation  will  put  the  br-akes  on  such 
behavior.  "We're  going  to  go  after  him,' 
says  Henry  Schaefer,  an  angry  customer 
in  Huntington,  N.Y. 

Dolan  doesn't  think  the  t)ill  is  Jeffer- 
sonian  legislation.  It  is  muddled,  he  says, 
and  cable  operators  will  contest  parts 
of  it  in  court.  But  he  admits  it  will  push 
him  to  change  how  he  prices  his  ser 
vices.  And  he  insists  he  is  ser'ious  about 
healing  his  rift  with  the  public. 

He  better  be.  Dolan  and  his  competi- 
tors need  the  support  of  subscribers  as 
they  move  into  an  increasingly  expen- 
sive futur-e.  Cablevision,  for  example,  is 
spending  $112  million  to  i-ev/ire  6,00( 
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You  HAVE  YOUR  OWN  VIEW  OF  WHAT^S  1MPOKIANt£ 
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You  see  your  priorities  clearly.  Both  personal  and  financial. 

You  carry  the  Optima^^'  Card.  You  count  on  the  American 
Express  tradition  of  service  to  be  there  for  you. 

You  appreciate  the  individual  way  your  interest  rate,  cur- 
rently a  low  14.25%  for  purchases^  reflects  the  responsible 
way  you  manage  your  account. 

And  you  can  get  an  even  lower  rate,  currently  12%  for 
purchases'"  simply  by  charging  $1,000  or  more  in  a  year 
and  paying  your  bills  in  a  timely  manner. 

So,  when  you  want  the  option  to  extend  payment  with 
a  real  advantage,  you  choose  the  Optima  Card. 


You  Know  What  You're  Doing.^ 


Opiima  Cardmembers  in  good  standing  receive  an  Annual  Perceniage  Rate  for  purchases  ihal's  currently  14  25%  (16  90%  for  cash  advances)  Cardmembers  in  good  standing  ovet  a  12-month  review  period  with  at  least 
one  year  ol  tenure  on  their  American  Express  and  Optima  Card  accounts  w/ho  spent  at  least  $1,000  on  the  Optima  Card  during  the  review  period  qualify  for  an  APR  that's  currently  12  00%  for  purchases  (16  90% 
for  cash  advances!  All  other  accounts  receive  a  competitive  APR  that's  currently  18  25%  for  purchases  (18  90%  for  cash  advances)  All  rates  are  adjusted  semiannually  based  on  the  Prime  Rate  as  listed  in  The  Wall 
Street  Journal  The  annual  lee  for  the  Optima  Card  is  $15  ($25  lor  non-American  bpress*  Cardmembers)  For  mote  information  or  to  apply  call  1 -800-OPTIMA-6.  £'  1992  American  Express  Centurion  Bank 
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miles  of  its  cal)le  network  with  fiber  op- 
tifs,  a  technology  that  will  allow  it  to 
boost  its  nunii)ei-  of  channels  from  the 
current  38  to  54,  and  eventually  150. 

Further  down  the  road,  fiber  optics 
will  allow  Dolan  to  offer  interactive  pro- 
gramminf?.  That's  a  [jotentially  lucrative 
market,  since  Dolan  could  offer  a 
panoply  of  new  services  such  as  home 
shopping  or  game  shows.  To  sell  such 
new  services,  though,  Dolan  must  con- 
vince customers  he's  not  just  trying  to 
push  through  another  rate  hike:  "These 
days,  new  channels  are  not  seen  as 
something  of  greater  value,  but  as  evi- 
dence of  a!)use,"  he  says. 
NEW  BUZZWORD.  Dolan  has  always  tak- 
en the  risky  path.  He  moved  to  New 
York  City  in  1952  following  a  stint  as  ra- 
dio producer  in  his  native  Cleveland.  By 
1961,  when  cable  TV  was  still  a  Buck 
Rogers  concept,  he  !)egan  selling  it  in 
Manhattan.  After  starting  the  predeces- 
sor to  HBO,  Dolan  sold  out  to  Time  Inc. 
in  1973.  As  part  of  that  deal,  he  picked 
up  some  cable  systems  in  Long  Island, 
which  he  used  to  form  Cablevision. 

Tlie  i-egulatory  s(|ueeze  has  not  chilled 
Dolan's  detei'mination  to  innovate.  If  he 
can  win  over  new  customers,  he  figures 
he  can  hawk  futuristic  concepts  such  as 


a  mol)ile  telecommunications  system  that 
would  comi)ete  with  cellular  phones.  His 
current  buzzword  is  PCN,  for  personal 
communications  networks.  Dolan  wants 
to  supply  customers  with  portable  tele- 
phones that  send  and  receive  signals 
via  the  airwaves  and  cable.  The  system 
would  allow  customers  to  call  anyone, 
anywhere,  by  hooking  into  regular 


Dolan  is  still  sweet  on 
his  first  love,  cable 
programming:  He  is  planning 
three  new  channels 


phone  lines  as  needed.  While  some  ana- 
lysts doubt  PCN  will  ever  l)e  a  big  busi- 
ness, Dolan  is  bullish.  He  is  testing  PCX 
in  several  systems  right  now. 

Despite  an  increasingly  crowded  cable 
si)ectrum,  Dolan  isn't  giving  up  on  his 
first  love,  either:  cable  programming. 
Staffers  at  Cablevision's  Rainbow  Pro- 
gi'amming  Holdings  Inc.  are  drawing  up 
plans  for  three  new  cable  channels. 
While  Dolan  is  still  vague  on  details,  he 


says  one  channel  will  offer  children's 
shows.  It's  a  terrible  time  to  start  a 
new  channel,  but  Dolan  says  he  wants 
to  be  ready  with  offerings  when  channel 
capacity  expands. 

One  measure  of  Dolan's  interest  in 
programming  is  that  he  recently  named 
another  son,  .Jim,  CEO  of  Rainbow.  With 
Jim  Dolan's  appointment,  Cablevision 
has  become  more  of  a  family  fiefdom 
than  ever.  In  addition  to  Patrick  and 
Jim,  son  Thomas  runs  a  Cablevision  sys- 
tem in  Suffolk  County,  N.Y.  Says  Dolan: 
"The  company  culture  and  our  family 
life  have  intermixed  for  so  long  that 
this  was  probably  unavoidable." 

Jim  agrees.  With  HBO  and  other  new 
cable  ventures  the  subject  of  dinnertime 
conver'sation,  a  career  in  cable  seemed 
the  obvious  course.  And  while  the  Nev/s 
12  experience  shows  that  Chuck  and  his 
sons  are  all  business  at  the  office,  they 
avoid  friction  at  home.  Chuck  even 
crews  for  son  Jim  on  the  family's  two 
racing  yachts.  "He's  0.  K.  at  taking  or- 
ders," Jim  insists.  Deference  doesn't 
come  naturally  for  a  man  used  to  being 
the  skijjper.  But  Chuck  Dolan  is  learning 
that  you  have  to  listen,  not  least  when  it 
comes  to  your  customers. 

By  Mark  LancUer  in  New  York 


The'^Difference 

Templeton  Smaller  Companies  Grovi/th  Fund 


Take  a  look  at  how  small  companies  can  offer  big  returns.  The  NASDAQ  Composite  consists  of  over  3,500  smaller  company  stocks  traded 
over-the-counter.  The  Templeton  Smaller  Companies  Growth  Fund  offers  the  aggressive  investor  investment  opportunities  in  common 
stocks  issued  by  smaller  companies  worldwide  and  a  track  record  that  has  out-performed  the  NASDAQ  Composite  for  the  last  10  years! 


I  Smaller  Companies  Growth  Fund 
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This  chart  illustrates  the  growth  in  value  of  hypothetical  $10,000  investments  in  Templeton  Smaller 
Companies  Growth  Fund  and  the  NASDAQ  Composite  made  at  the  Fund's  inception  on  June  1 ,  1 98 1 . 


*Average  Annual 
Total  Returns 
as  of  9-30-92: 
I  Year  (1.7)% 
5  Years  +4.5% 

10  Years  +14.9% 

Find  Out  What 
A  Big  Difference 
Templeton  Smallei' 
Companies  Growth  Fund 
Could  Make  To 
Your  Portfolio! 


Templeton 

I    A  COMMON  SENSE  APPROACH 
TO  LONG  TCRM  GOALS 


24  Hours 
1-800-323-9950  Ext.  465 


Vou  will  receive  a  free  prospectus  conlaining  more  complete  information,  including  all  charges  and  expenses  Read  it  carefully  before  you  invest  or  send  money 
•  Performance  results  include  change  in  share  pnce,  reinvestment  of  dividends  and  capital  gams,  and  the  effect  of  the  Fund's  maximum  5  75%  sales  charge.  The  investment 
return  and  pnncipal  value  of  an  investment  will  fluctuate  so  that  an  investor's  shares,  when  redeemed,  may  be  worth  more  or  less  than  their  initial  cost  Past  performance  is 
no  guarantee  of  future  results  Templeton  Funds  Dismbutor.  Inc  .  P  O  Box  33030,  Si  Petersburg.  FL  33733 
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WILTEL  WOUID  UKE  TO  SUGGEST  A  MORE 
RESPONSIVE  BUSINESS  REUfflONSHIP. 

□ caling  with  AT&T's  inertia  can  mal\e  doing  business  an  uphill  struggle.  That's  why  more  businesses  are  racing  to  WilTel"". 
WilTel  offers  state-of-the-art  Northern  Telecom  technology-  including  the  Meridian  1  cdnuiiunication  system,  designed 
to  deliver  flexibility,  expandibility  and  dependability.  And  our  seivice  is  second  to  none. 

So  get  custom-tailored  solutions  and  service  that'll  keep  you 
riding  high.  Call  WilTel  Communications  Systems,  for  everything 
from  key  systems  to  PBXs,  at  1-800-324-0(308. 

The  Meridian  1 
commiinication  system. 


hlendmii  1  IS  (I  reqisli'it'il  tmili'ttmrk  ijj  Niji  lhi'ni  Tehrom.  „,. ^  , 

WilTel  is  an  nulliomcd  Northern  Telecom  dislributor  ©  1992  WilTel  ^"***WsX  1  URNS  UP  1 ECHNOLOGY 
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MOVERS  &  SHAKERS  I 


EDITED  BY  RON  STODGHILL II 


KATHLEEN  SYNNOTT:  SHAPING 
THE  MAILROOMS  OF  TOMORROW 


ow  ilo  ymi  coax 
^rovvtli  from  a  slug- 
gish market  you  already 
dominate?  That's  the  chal- 
lenge faced  by  Kathleen  E. 
Synnott,  worldwide  mar- 
keting manager  for  the 
large-company  division  of 
Pitney  Bowes  Inc.  Her  an- 
swer: Convince  your  old 
customers  that  they  need 
something  new. 

For  years,  Pitney  Bowes 
has  virtually  owned  the 
mail-machine  business.  But 
with  the  market  saturated, 
it's  trying  to  reinvent  what 
it  sells.  Enlei-  Mail  Center  2000,  a  new  computerized  system 
that  allows  mail  of  any  size  or  shape  to  be  weighed,  stamped, 
and  pi-ei)ared  for  the  Post  Office  in  minutes.  At  $20,000,  it 
isn't  cheap.  But  automation,  Pitney  insists,  will  \m\\  the  anti- 
(juated  mailroom  into  an  efficient  new  future. 

To  Synnott,  .38,  has  fallen  the  task  of  convincing  both  old 
customers  and  recalcitrant  Pitney  Bowes  executives  that  the 
system  makes  sense.  The  latter  have  been  a  tough  sell. 
During  the  flesigii  process,  ior  instance,  Synnott  helped  protect 
the  original  blueprint  from  execs  who  wanted  to  break  up  the 
Mail  Center  2000  and  sell  it  as  upgrading  components  to 
Pitney's  existing  mail-metering  machines.  She  also  guided  it 
through  a  technical  maze,  insisting  on  22  simulations  to  make 
sure  ])otential  customers  liked  what  they  saw.  "There  were 
naysayers  who  didn't  think  we  were  ready"  for  such  a  .system, 
says  Synnott,  the  no-nonsense  daughter  of  a  Pittsburgh  print- 
er. "But  they  got  religion." 

Bf/  Tim  Siinnt  in  Shuiildid,  Co)iii. 


ANDY  STONE:  DAIWA'S  DARING 
MAN  ON  THE  STREET 


Despite  the  booming  U.  S. 
securities  markets,  most 
Japanese  brokerage  firms  on 
Wall  Street  have  posted  losses 
or  paltry  profits  over  the  past 
two  years.  But  not  Daiwa 
Securities  America  Inc.,  the 
U.  S.  arm  oi  one  of  Japan's  liig- 
four  l)rokerages.  While  the  oth- 
er three  have  floundered  in  the 
U.  S.  markets,  Daiwa  earned 
$70  million  for  the  year  endefl 
last  March.  Its  secret  weapon: 
Andy  Stone,  a  3o-year-old  trad- 
er of  mortgage-backed  securi- 
ties hired  two  years  ago  to  shore  u])  Daiwa's  sagging  mort- 
gage-backed trading  desk. 

Stone's  record  lately  has  Ijeen  remarkal)le.  Since  April, 
1991,  sources  say  he  has  racked  up  $250  million  in  gross  prof- 
its trading  mortgage  securities— most  of  them  distressed  assets 
scoojied  up  from  the  failed  savings  and  loans  managed  by  the 


Resolution  Trust  Corp.  Last  year,  for  example.  Stone  swept  in 
on  a  slew  of  mobile-home-park  mortgages  others  had  shunned 
as  worthless.  When  he  repackaged  them  and  found  buyers, 
other  bidders  began  copying  the  transaction.  Now,  Stone  is 
buying  ntu-sing-home  mortgages  and  even  used-car  loans.  "We 
buy  the  stuff  no  one  else  will  buy  at  any  price,"  he  says. 

Stone  takes  risks  more  conservative  firms  won't  allow.  A 
University  of  Chicago  business  school  graduate,  he  got  his 
start  in  1981  when  he  went  to  work  for  Salomon  Brothers  Inc. 
and  the  legendai-y  Lewis  S.  Ranieri,  who  made  millions  as  one 
of  the  pioneers  of  the  mortgage-backed  securities  market.  In 
1987,  Stone  left  to  run  his  own  department  at  Prudential 
Securities  Inc.,  before  Daiwa  lured  him  away.  The  Japanese 
gave  him  an  offer  he  couldn't  refuse:  Stone  and  his  staff  of  35 
professionals  take  home  as  much  as  half  of  whatever  they 
make  for  the  firm.  These  days,  they're  betting  that  even 
healthy  l)anks  will  provide  opportunities  as  they  dump  com- 
mercial real  estate  mortgages  wholesale.  The  only  cjuestion  is 
whether  Andy  Stone  can  keep  picking  winners. 

By  LeaJi  Natluuis  Spiro  in  Neic  York 


MIMI VANDERMOLEN:  WOMEN 
DRIVERS  HAVE  A  FRIEND  AT  FORD 


When  it  comes  to  de- 
signing cars,  Mimi 
Vandermolen  knows  how 
to  get  the  men  at  Ford 
Motor  Co.  to  take  her  seri- 
ously. To  sensitize  her 
mostly  male  design  staff  to 
the  needs  of  women  di'iv- 
ers.  she  had  them  work  in 
fake  fingernails.  The  result: 
a  hot-selling  1993  Ford 
Probe  with  less  bulky  ra- 
dio knobs  and  door  han- 
dles. The  Probe  also  has  a 
lightweight  trunk  door  and 
a  lowered  front  end,  to  give  shorter  women  a  better  view  of 
the  road.  Says  Vandermolen:  "I've  threatened  to  make  our 
men  designers  wear  skirts  while  getting  in  and  out  of  a  car." 

Vandermolen,  46,  is  trying  to  take  some  of  the  macho  out  of 
Motown.  As  the  highest-ranking  woman  designer  in  the  auto 
indu.stry,  she's  using  her  position  to  draw  attention  to  the 
many  frustrations  female  dr-ivers  face— from  seat  buttons  that 
entangle  skirts  and  rip  panty  hose  to  bulky  gas  and  brake  ped- 
als that  defy  women  in  high  heels.  Traditionally,  cars  have 
l)een  designed  with  men  in  mind.  But  with  women  making  up 
49%  of  new-car  pui-chases,  many  auto  makers  are  reevaluating 
their  market. 

Born  in  Toronto,  the  daughter  of  an  amateur  motorcycle 
racer,  Vandermolen's  maverick  instincts  run  deep.  As  a  prod- 
uct-design student  at  Ontario  College  of  Art,  she  eschewed 
drawing  toasters  and  vacuums  for  the  racier  chalks  of  cars. 
She  joined  Ford  in  1969,  and  after  a  restless  stint  designing 
home  appliances  for  a  Ford  subsidiary,  she  landed  a  spot  on 
the  already  successful  Mustang  design  team.  Her  big  break  |* 
came  in  1980,  when  she  headed  up  the  interior-design  team  for 
the  blockbuster  Ford  Taurus.  The  Probe,  considered  a  big  suc- 
cess, marked  Vandermolen's  first  shot  at  overseeing  the  design 
of  an  entire  car.  Now,  she's  tackling  the  redesign  of  Ford's 
Festiva.  Mimi  Vandermolen  isn't  the  only  designing  woman  in 
the  car  industry.  But  as  she  climbs  the  ladder,  she  has  got  the 
clout  to  put  gender-sensitive  design  in  the  front  seat. 

By  Greg  Boirens  in  Dearborn,  Mich, 
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IGHTING  A  FIRE 
IT  'CAMP  DNA' 


Toy  Hood's  biotech  lab  is  off  and  running,  A  startup  may  be  next 


I  ^^^^hen  150  attorneys  and  staffers 
from  a  Seattle  law  firm  ar- 
W  rived  at  a  local  club  to  hear  a 
icheon  speech  in  October,  they  were 
:arly  out  of  their  depth.  Most  hadn't 
ne  beyond  high  school  biology,  and 
re  they  were,  about  to  lie  addressed 
a  leading  expert  on  molecular  bio- 
?hnology.  Yet  when  Leroy  Hood  fin- 
ed, the  ci'owd  was  bubliling  over  with 
thusiasm  for  the  potential  of  human 
netics  research.  "He  communicates  his 
■n  excitement,"  says  William  H.  Gates 
,  a  partner  at  Preston,  Thorgrimson, 
idler.  Gates  &  Ellis. 


at  the  California  Institute  of  Technology, 
Hood  was  itching  for  a  chance  to  create 
his  own  department  and  direct  interdis- 
ciplinary research.  Gates's  donation 
clinched  the  deal,  and  last  October,  UW 
announced  the  lab.  It  opened  this  Sep- 
tember, with  an  annual  budget  of  $5. .5 
million  in  federal  research  grants  and  a 
staff  of  43,  some  24  from  Caltech  alone. 

"Camp  DNA,"  as  Hood's  staff  calls  it, 
will  train  PhDs  in  molecular  liiology  to 
be  proficient  in  computer  science,  engi- 
neering, math,  or  applied  physics.  "We 
want  to  train  biologists  who  will  develop 
new  tools  and  ways  tf)  apply  them,"  says 


ing,  the  process  for  deciphering  genes. 
But  the  escalating  comi)lexity  of  genetic 
research  I'equires  higher-skilled  program- 
mers. "People  like  me  should  no  longer 
be  doing  this,"  says  Tim  Hunkapillei-,  a 
biologist  who  is  Hood's  chief  computing 
expert.  Hood  wants  to  explore  ways  his 
scientists  and  Microsoft's  researchers 
can  collaborate  on  the  software  needed 
to  run  the  ecjuipment  his  team  plans  to 
invent— and  analyze  the  mountains  of 
data  created  by  gene  secjuencing. 
GENE  READER.  Such  l)ig  visions  are  rou- 
tine tor  Hood.  While  at  Caltech  in  the 
1980s,  he  invented  a  machine  that  auto- 
matically sequences  DNA— or  reads  the 
codes  of  human  genes  responsible  for 
everything  from  hair  color  to  cancer 
and  heart  disease.  That  $100,000  instru- 
ment now  is  standard  equipment  in  ge- 
netic research.  In  all.  Hood's  lab  devel- 
oped 15  instruments  using  computers, 
robots,  sensors,  and  chemical  analyzers 
to  automate  tasks  in  l)iotechnology.  Over 
22  years,  his  Caltech  group  spawned 
four  companies,  including  Applied  Bio- 
systems  Inc.,  which  sells  the  DNA-se- 


HOOD'S  AMBITIOUS  AGENDA 


Hood  developed  the  pioneering  automated  equipment  that 
sequences,  or  identifies,  fragments  of  DNA,  thus  helping  sci- 
entists uncover  the  functions  of  the  50,000  to  100,000  genes 


in  the  human  body,  hie  has  just  lured  13  top  scientists  to  a 
new  department  at  the  University  of  Washington  to  develop 
the  next  generation  of  machines 


SCIENCE 

Hood's  team  will  try  to  solve 
mysteries  in  human  biology,  such 
as,  the  genetic' basis  of  human  de- 
velopment and  the  immune  system 

Hood  will  provide  seed  money 
to  young  researchers  and  gradu- 
ate students  for  projects  too  em- 
bryonic, or  far-retched,  to  qualify 
for  government  funding 


Gates  should  know.  Last  year  his 
1,  William  H.  Gates  III,  co-founder 
d  CEO  of  software  star  Microsoft 
rp.,  gave  the  University  of  Wash- 
rton  $12  million  to  recruit  Hood 
d  endow  a  new  department  of  mo- 
ular  biotechnology.  Its  goal:  create 
;ter,  more  sophisticated  technology 

decipher  the  volumes  of  information 
Id  in  human  genes  and  to  apply  that 
owledge  to  solve  problems  in  biology 
d  medicine.  "Computation,"  says  Hood, 

the  future  of  biology." 
ro-FlSTED  EXPERTS.  Hood,  54,  has  a 
Iden  chance  to  prove  it.  Gates,  an 
id  biotech  investor,  knew  Hood's  work 
en  before  a  uw  official  approached 
n  in  late  1990  about  providing  an  en- 
wment  to  recruit  the  scientist.  Then 


Hood,  who  believes  that  only  dual  ex- 
perts can  design  the  ever-faster  ma- 
chines needed  to  decipher  DNA.  Beyond 
that,  some  $2  million  of  Gates's  grant 
will  fund  young  scientists'  projects  that 
are  too  early-stage  or  risky  to  win  gov- 
ernment backing. 

Hood  sees  more  than  money  in  a  tie- 
in  with  Gates.  Until  recently,  biologists 
versed  in  computers  have  developed 
most  of  the  software  for  gene  sequenc- 


TECHNOLOGY 
Hood's  team  will  develop  a  ma- 
chine to  "read"  DNA  that  is  20  to 
50  times  faster  than  today's  devices 

SPIN-OFFS 

Hood  expects  to  start  a  compa- 
ny that  will  sequence  DNA  for  the 
federal  government  and  for  bio- 
tech, drug,  and  other  companies 


quencing  machines  his  lal)  invented. 

Secjuencing  machines,  the  corner- 
stone of  modern  genetic  research, 
essentially  unravel  the  order  of  the 
four  constituent-base  molecules, 
known  as  G,  C,  A,  and  T,  that  make 
up  genes.  The  machines  use  fluores- 
cent colors  to  mark  the  bases:  red, 
green,  blue,  and  yellow.  A  computer 
then  "reads"  the  colors,  identifying  the 
order  of  the  bases  within  the  genes. 
This  helps  scientists  understand  the 
function  of  the  4,000  or  so  genes  on  any 
one  of  the  46  human  chromosomes.  It 
also  makes  it  possible  to  create  tests 
for  genetically  based  diseases,  some 
3,000  of  which  already  have  been  identi- 
fied. And  it's  crucial  for  developing  ther- 
apies to  correct  genetic  defects  and  for 
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desif^nins  genetically  engineered  drugs. 
In  short,  "DNA  sequencing  is  the  future 
of  medicine,"  says  J.  Craig  Venter,  a 
former  researcher  at  the  National  In- 
stitutes of  Health  and  founder  of  the 
Institute  for  Genomic  Research  in  Mary- 
land, which  has  a  $70  million  sequencing 
conti-act  with  the  federal  government. 

Pi-ohlem  is,  current  technology  is  so 
slow  that  it  would  take  $6  billion  and  10 
years  to  decipher  the  3  billion  bases 
contained  in  just  one  set  of  human  chro- 
mosomes. Given  the  cost  and  time,  the 
ability  to  "sequence  larger  segments  of 
DNA  in  less  time"  is  critical,  says  George 
B.  Rathmann,  chairman  of  Icos  Corp., 
a  Seattle-based  biotech  company. 

That  is  just  what  Hood  intends  to  do. 
In  two  years,  he  plans 
to  unveil  a  machine  that 
will  be  20  to  50  times  as 
fast  as  today's  devices. 
In  the  longer  term. 
Hood's  group  is  explor- 
ing "nanofabrication"  to 
speed  up  gene  sequenc- 
ing. This  would  involve 
putting  100  to  500  gene 
fragments  on  a  tiny  chip, 
using  biosensor  tech- 
nicjues  to  read  the  DXA 
structure,  then  feeding 
this  infoi'mation  into  a 
miniature  computer  for 
processing.  Such  a  sys- 
tem could  decode  in  a 
third  of  a  day  the 
amount  of  genetic  mate- 


Bill  Gates  gave 
the  University 
of  Washington 
$12  million  to 
lure  Hood  and 
24  Caltech 
staffers 


rial  it  now  takes  a  year  to  unravel,  says 
Hood. 

GENOME  PITCHMAN.  Hood's  grand  plans 
don't  surprise  those  who  know  him. 
With  a  PhD  from  Caltech  in  bi- 
ochemisti'y  and  a  medical  degree  from 
Johns  Hopkins  University,  he  has  won 
renown  for  his  research  in  understand- 
ing human  auto-immune  diseases.  That 
woi'k  eai'ned  him  a  prestigious  Albert 
Lasker  Meflical  Reseaix-h  Award  in  1987. 
And  in  1990,  he  located  the  site  of  one 
of  the  genes  that  predispose  people  to 
multiple  sclerosis. 

Hood  is  hardly  an  ivory-tower  aca- 
demic, however.  He  is  one  of  the  most 
effective  pitchmen  for  the  controversial 
Human  Genome  Project,  a  $3-  billion  ef- 
fort in  the  U.S.  to  identify  all  human 
genes.  He  constantly  promotes  the  po- 
tential of  genetic  manipulation  to  im- 
prove the  human  condition  by  giving  at 
least  one  speech  a  week,  testifying  be- 
fore Congress,  and  appearing  on  nation- 
al TV.  "Hood  is  seductive  and  engaging," 
says  Arthur  L.  Caplan,  director  of  the 
Univei-sity  of  Minnesota's  Center  for  Bi- 
omedical Ethics,  who  thinks  Hood  gloss- 
es over  negative  impacts  of  genetic 
scr'eening  and  other  ethical  issues.  "He 


is  someone  I  have  to  be  wary  of." 

Although  he  works  tirelessly  for  his 
cause,  the  Montana-born  Hood  still  finds 
time  for  his  original  love,  the  outdoors. 
The  grandson  of  a  cowboy,  he  spent  his 
honeymoon  on  a  120-mile  wilderness 
climb  in  the  Sierras.  And  he  periodical- 
ly braves  the  perils  of  moimtaineering  to 
climb  peaks  in  Washington,  British  Co- 
lumbia, and  Alaska. 

CATCHING  FLAK.  Hood  exercises  his  pen- 
chant for  risk-taking  at  work,  as  well. 
He  sees  huge  potential  for  a  company 
that  can  sequence  genes  quickly  and  in- 
expensively for  the  federal  government 
and  drugmakers.  Frederick  Avery 
Bourke  Jr.,  a  Connecticut  businessman 
and  philanthropist,  has  pledged  to  deliv- 
er most  of  the  $50  mil- 
lion investment  for  a 
Seattle-based  company 
that  he  and  Hood  plan 
to  found  within  six 
months.  Theoretically,  a 
sequencing  assembly  line 
might  even  let  doctors 
routinely  analyze  genes 
of  patients.  The  startup 
also  would  decode  genes 
with  commercial  poten- 
tial for  the  diagnosis  and 
treatment  of  disease. 

Hood  will  face  plenty 
of  competition  in  these 
endeavors.  Three  other 
laboratories,  including 
Los  Alamos,  the  Euro- 
pean Molecular  Biology 


Laboratory  in  Heidelljerg,  Germany,  and 
one  at  the  University  of  Wisconsin  are 
trying  to  develop  faster  sequencers.  And 
if  the  sequencing  company  gets  off  the 
ground,  it,  too,  could-  find  rivals  in  other 
startups  and  existing  Ijiotech  companies. 
In  fact,  the  would-be  company  has  al- 
ready run  into  flak.  Bourke  touched  off 
controversy  earlier  this  year  when  he 
tried— and  failed— to  poach  two  top  re- 
searchers fi'om  the  Human  Genome  Proj- 
ect to  head  the  new  company.  Now,  he's 
looking  for  a  chief  executive  plus  sever- 
al top  scientists  for  the  company,  along 
with  commitments  from  instrumenta- 
tion, automation,  and  software  companies 
to  develop  technology. 

Neither  the  competition  from  other 
labs  nor  the  risks  of  a  startup  daunt 
Hood's  backers,  who  think  his  track 
i-ecord,  expertise,  and  financial  support 
almost  assure  uw's  lab— or  any  company 
he  founds— of  a  head  start.  "He'll  be  one 
of  the  people  who'll  lead  the  way  to  dra- 
matic advances  over  the  next  10  years," 
says  Microsoft's  Gates.  Seattle's  biotech 
community  seems  certain  of  that.  "Lee 
Hood,"  says  Icos'  Rathmann,  "is  an  in- 
credible catalyst  for  good  things." 

By  Dori  Jmies  Yang  in  Seattle 
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transferring  your  outstar 
ing  balance  from  any  oi\ 
credit  card  to  the  GM  QdxsM^ 

You'll  earn  the  full  ^ 
GM  Card  rebate  on  mor 
you've  already  spent  towt 
a  new  GM  car  or  truck. 

It's  a  great  way  to  { 
started  and  start  savi 
hundreds,  even  thousar 
of  dollars,  over  and  above  £ 
other  discounts  or  rebat 
And  there's  no  annual  fee 

So  why  spin  yo 
wheels  with  other  ere 
cards?  Pay  them  off.  'A 
start  your  savings  today.  ] 


1-800-8GM-GA 


NO  ANNUAL  F: 
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THE  GM  CAR 

THE  NEW  FINANCM 
VEHICLE!" 


CHEVROLET  •  PONTIAC  •  OLDSMOB.I 
BllICK*  CADILLAC  •GMCTRICR 

Otfer  IS  redeemable  as  discount  on  new  GM  car  or  tri  ' 
to  S500  annually,  or  maximum  of  S3500  over  7  year 
be  combined  with  other  GM  offers.  Subiect  to  GM  Card'- 
Program  Rules.  Cash  advance  finance  charges 
balance  transfers. 
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Made  in  Wall 


Many  of  the  computers  crunch- 
ing numbers  and  making  their 
reputations  on  Wall  Street  are 
made  in  Taiwan. 

That's  right.  Taiwan.  When  it 
comes  to  computers,  weVe  been 
upgrading  our  rep- 
utation for  years. 


For  starters,  we  make 
the  only  PC  in  the 
world  that  automatically 
upgrades  to  five  times  its 
power  by  simply  plugging  in 
a  microchip.  It's  breakthrough 
technolog\'  that  doesn't  break 
vour  budget. 

Many  of  our  notebook 
computers,  like  the  one  vou  see 
here,  let  you  hit  the  street  with 
the  real  time  power  and  features 
of  desktops  five. times  their  si:e. 

But  these  are  only  two  ex- 
amples of  the  world-class  qualit\- 
coming  from  Taiwan  today. 


Taiwan. 


We  were  the  first  to  use  aero- 
space materials  in  tennis  racquets. 
We  took  carbon  fiber  graphite 
from  rockets  and  put  it  into 
racquets  to  make  them  lighter, 
stronger  and  more  flexible. 

And  recently  one  of  our  moun- 
tain bikes  was  named  1992  Bike 
of  the  Year  by  Mountain  Biking 
magazine.  ". . .  It's  an  outstanding 
achievement  in  quality,  value 
and  performance." 

But  our  biggest  breakthrough  is 
making  this  cutting-edge  tech- 
nology and  world-class  quality 
surprisingly  affordable. 

So  whether  you're  looking  for 
a  notebook  computer,  a  desktop 
computer  or  a  lile  server,  the  word 
on  the  street  is  Taiwan. 


IT'S  VERY  WELL 
MADE  IN  TAIWAN 


IT'S  NOW  OFFICIAL.  1 
OVER  3^000,000  households! 

IN  ASIA  HAViE  HAD  | 
VISITORS  FROM  OUTER  SPACeI 


Over  3.000.000  households  in  Asia  —  representing 
the  region's  most  affluent  consumers  —  are  being 
regularly  visited  by  STAR  TV,  the  first  and  only  pan-Asian 
satellite  television  service. 

When  you  make  STAR  TV  part  of  /our  media  plan, 
you  can  now  back  up  your  decision  with  some  down-to- 
earth  facts.  The  latest  independent  survey  by  Frank  Small 
Associates,  conducted  in  May  and  June  of  this  year  in  7 
of  the  38  countries  covered  by  STAR  TVs  signal,  verified 
a  total  of  3,034,327  households. 


This  represents  documented  grov/th  of  more  than 
7,500  new  households  every  day  —  which  you  can 
reach  with  a  single  media  buy  through  the  power  of 
STAR  TV. 

Available  via  satellite  or  cable,  STAR  TV  allows  you 
to  direct  your  advertising  message  with  pin-point 
accuracy  24  hours  a  day  on  five  different  channels. 
Choose  from  Prime  Sports,  MTV  Music  Television,  BBC 
World  Service  Television,  the  Chinese  Channel  and  STAR 
Plus,  the  entertainment  channel. 


For  research  data,  programming  information  and 
advertising  rates,  call  Carl  Meyer  or  Bruce  Yu  at  STAR 
TV  (852)  532  1888  or  fax  (852)  596  0469.  You'll 
discover  there  is  life  in  outer  space.  And  it's  brought  to 
earth  by  STAR  TV, 

A 

STAR  TV 


Developments  to  Wate 


DITED  BY  NAOMI  FREUNDLICH 


\  GOUT  DRUG  THAT  DOUBLES 
\S  PEST  CONTROL  FOR  ROACHES 


Sufferers  of  gout — a 
painful  joint  dis- 
ease— may  soon  share 
their  medicine  with  coci<- 
roaches.  Scientists  at  the 
Agricultural  Research 
Service's  Entomology 
Laboratory  in  Gaines- 
ville, Fla.,  have  used  a 
gout  drug,  called  allopu- 
rinol,  to  wipe  out  an  en- 
tire roach  population  in 
just  four  to  six  weeks. 

In  gout  patients,  crys- 
tallized slivers  of  uric 
cid  form  around  the  joints.  Allopurinol  prevents  this  painful 
uildup  by  reducing  the  amount  of  uric  acid  formed  in  the 
ody.  The  link  to  cockroaches  is  that  the  female  pests  need 
ric  acid  to  develop  embryos  within  their  eggs.  In  the  AKS 
gsts,  roaches  that  ate  rat  chow  laced  with  the  gout  drug  could 
ot  reproduce. 

Several  companies  have  expressed  interest  in  the  pest  con- 
rol,  says  ARS  entomologist  Daniel  R.  Suiter.  He  envisions 
sing  bait,  made  from  distiller's  grain  or  peanut  butter,  that's 
iced  with  the  drug.  One  benefit:  Human  toxicology  studies  on 
he  30-year  old  drug  have  already  been  completed. 


GIVING  SNAPSHOTS  EXTRA  DIMENSION 
-WITHOUT  3-D  GLASSES 


fou  can  finally  toss  out  those  funky  3-D  glasses.  Using 
digital  technology,  researchers  at  Eastman  Kodak  Co.  in 
Rochester,  N.  Y.,  have  found  a  way  to  combine  multiple  photo- 
raphic  images  into  a  single  3-1)  picture.  In  the  resulting 
nages,  objects  appear  to  protrude  or  recede  from  a  primary 
oint  of  focus,  thus  providing  a  viewer  with  changing  perspec- 
ives  from  different  viewing  angles. 
To  create  a  single  3-D  picture,  the  new  process  combines  up 
D  24  different  exposures  taken  with  a  standard  35mm  camera 
lounted  on  a  track.  Once  the  film  is  developed,  these  images 
re  scanned  into  a  computer.  There,  proprietary  software  is 
sed  to  rearrange  individual  pixels  to  form  a  single  image.  The 
inal  product  can  be  printed  as  either  a  transparency  or  a 
rint.  A  thin,  transparent  optical  material  is  laminated  over  the 
icture  to  "focus"  the  image.  The  result  is  a  3-D  photo  that 
■ives  the  illusion  of  depth  without  special  glasses. 

Kodak  is  still  evaluating  the  commercial  potential  for  this 
o-called  depth-imaging  process,  which  will  surely  cost  more 
han  standard  film  processing.  Commercial  applications  might 
iclude  everything  from  point-of-sale  displays  to  portraits. 


S  ALUMINUM  A  RED  HERRING 
N  THE  ALZHEIMER'S  STORY? 


luminum's  role  in  Alzheimer's  disease  has  long  been  a 
r%  mystery.  Over  the  past  decade,  a  number  of  studies 
jund  seemingly  alarming  levels  of  the  metal  in  the  brains  of 
Jzheimer's  victims.  Although  no  one  has  been  able  to  show 
lat  aluminum  actually  caused  the  deadly  disease,  the  strong 
ssociation  was  worrisome  enough  for  some  scientists  to  ad- 


vise against  using  aluminum  pots  and  pans.  A  few  even  feared 
that  acid  rain  might  contribute  to  the  disease  by  leaching 
aluminum  from  soil  into  drinking  water. 

But  now,  the  fears — and  the  mystery — may  be  laid  to  rest. 
In  a  study  published  in  the  Nov.  5  issue  of  Nature,  Frank 
Watt  and  colleagues  at  the  University  of  Oxford  used  a  highly 
sophisticated  imaging  technique  to  look  for  aluminum  in  the 
brains  of  people  who  died  of  Alzheimer's.  To  their  surprise, 
they  found  only  faint  traces  of  the  metal — the  same  levels  that 
appeared  in  normal  people.  The  reason  for  the  earlier  opposite 
results?  Watt  suspects  contamination  of  the  stains  used  to 
identify  brain  tissue  in  previous  studies. 


HARNESSING  THE  POWER  OF  LIGHT 
TO  MAKE  SPEEDIER  CHIPS 


Transistors,  microprocessors,  and  other  microelectronic  de- 
vices can  work  at  amazing  speeds.  In  fact,  they're  so  fast 
that  it's  hard  to  send  all  the  data  over  wires  that  connect  one 
chip  to  another.  That's  why  researchers  are  increasingly  look- 
ing to  send  the  signals  as  light  pulses,  either  through  fiber- 
optic wires  or  directly  through  space.  Over  the  past  few  years, 
scientists  have  linked  computers — even  circuit  boards  within 
computers — through  optical  connections. 

Now,  scientists  at  AT&T  Bell  Laboratories  have  taken  the 
marriage  of  electronics  and  optics  a  step  further  by  producing 
a  simple  computer  chip  that  both  receives  and  sends  its  infor- 
mation via  rays  of  light.  The  Imm-square  chip  contains  an 
array  of  16  communication-switching  elements,  each  sporting 
17  laser  diodes  and  25  transistors,  and  it's  "smart"  enough  to 
control  a  "very  high-speed  washing  machine,"  jokes  David 
A.  B.  Miller,  head  of  Bell  Labs'  advanced  photonics  research. 
In  the  next  few  years,  says  Miller,  a  chip  could  be  made  with 
thousands  of  elements,  making  it  possible  to  process  large 
amounts  of  information — as  in  telephone  switching  or  image 
recognition — far  faster  than  can  be  done  with  existing  devices. 


WHY  VIDEOMOBILES  ARE  ROAMING 
THE  STREETS  OF  AMERICA 


If  you  see  a  van  bris- 
tling with  video  cam- 
eras and  other  electronic 
gear  on  your  street,  re- 
lax, it's  not  Big  Brother. 
Geospan  Corp.,  a  Minne- 
apolis geographical-in- 
formation-systems com- 
pany, plans  to  unleash  a 
fleet  of  such  vans  to  in- 
ventory the  nation's  in- 
frastructure for  utilities, 
real  estate  firms,  and 
other  customers. 

Geospan's  custom 
vans  use  global-positioning-system  satellite  receivers  and  ter- 
restrial-navigation gear  to  create  precise  electronic  street 
maps.  The  video  images  will  be  compressed  and  stored  on 
compact  disks.  A  computer  data  base  will  link  the  digital  maps 
to  the  corresponding  video  images. 

Geospan  CEO  Jerry  Robinson  foresees  a  myriad  of  markets. 
Government  transportation  agencies  could  keep  an  accurate 
visual  record  of  street  and  highway  conditions.  Real  estate 
agents  could  give  prospective  customers  a  quick  video  tour  of 
a  neighborhood.  And  banks,  insurers,  and  real  estate  assessors 
could  use  the  technology  to  help  evaluate  properties. 


:NCE  &  TECHNOLOGY 
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CAPITALISM  THAT  WOULD 
MAKE  KARL  MARX  PROUD 


Offbeat  Software  AG  has  made  money  for  22  years 


Germany's  Software  AC  seems  to 
defy  the  rules  of  capitalism. 
"Maximizing-  profits  is  definitely 
not  our  goal,"  says  Peter  Page,  co- 
founder  and  chief  executive.  Top  manag- 
ers scorn  the  stock  market  and  down- 
play the  importance  of  marketing.  And 
since  its  start  in  1969,  the  software  de- 
veloper has  been  guided  by  a  key  princi- 


dent  companies.  The  key  seems  to  be  the 
company's  ability  to  leapfrog  its  compet- 
itors, including  IBM,  in  the  $10  billion 
worldwide  market  for  mainframe  data- 
base programs  and  software  develop- 
ment tools. 

Software  Ac's  latest  leap  may  be  its 
most  difficult.  By  the  late  1980s,  Page 
sensed  that   the  booin   in  iictwurked 


SLUGGISH  U.S.  SALES 


PAGE:  ESCHEWING  "RICHNESS  FOR  A  FEW  FROM  WORK  OF  THE  MANY' 


pie  that  might  have  l)een  lifted  from  the 
preachings  of  Karl  Marx.  As  Page  puts 
it,  a  corporation  should  not  "produce 
richness  for  a  few  from  work  of  the 
many."  Giant  salaries,  inflated  bonuses, 
and  lucrative  stock  options  are  all  ruled 
out  for  Software  AG's  top  management. 

For  this  company,  at  least,  it's  a  win- 
ning i)hilosophy.  Software  M',  is  among 
the  10  biggest  independent  software 
houses  in  the  world,  with  $470  million  in 
revenue  last  year  and  an  unblemished  22 
straight  years  of  profitability.  As  the 
world's  largest  software  company  based 
outside  the  U.  S.,  Software  AG  has  ridden 
wave  after  wave  of  upheaval  in  comput- 
ers while  most  of  its  rivals  founded  in 
the  li)OOs  haven't  survived  as  indepen- 
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SOFTWARE  AG'S 
WORLDWIDE  REVENUES' 


'86       '87       '88  '! 
▲  MILLIONS  OF  DOLURS 
'INCLUDING  SUBSIDIARIES  AND  AFFILIATES 

DAIA:  SENTRY  MARKET  RESEARCH  INC.,  COMPANY  REPORTS 


personal  computers 
would  transform  the 
industry  in  the  1990s. 
Until  then,  all  of  the 
company's  products 
were  designed  for 
mainframe  computers.  While  mainframe 
software  sales  are  still  healthy  for  Soft- 
ware AG,  the  long-term  trend  is  for  big 
corporations  to  start  moving  jobs  from 
those  expensive,  refrigerator-size  ma- 
chines to  nimble  networks  of  lower-cost 
midsize  and  desktop  computers.  So  the 
trick  for  Software  A(;  is  to  develop  pro- 
grams that  work  over  "client-server" 
setups  comprising  mainframes  that 
serve  up  information  and  software  to 
hundreds  of  smaller  client  machines. 


In  1989,  Page  (pronounced  Pah-SZAY) 
kicked  off  a  five-year  plan  to  shift  the 
4,800-employee  company  in  that  direc- 
tion. The  first  of  these  client-server 
products  hit  the  market  a  year  ago,  help- 
ing boost  nonmainframe  revenue  to  177t' 
of  sales  within  a  few  months.  By  1997, 
Page  figures  that  Software  AG's  revenue 
stream  will  be  split  equally  among  prod- 
ucts and  services  for  inainframes,  PCs, 
and  computers  that  run  the  Unix  operat- 
ing system.  Software  AG's  products 
work  together  across  many  incompatible 
types  of  computers,  making  it  possible, 
for  example,  to  link  systems  that  do  in- 
voicing on  IBM  mainfi'ames  in  the  U.  S., 
market  analysis  on  Digital  Equipment 
Corp.  gear  in  Europe,  and  warehouse 
inventory  on  Hewlett-Packard  Co.  work- 
stations in  Asia. 

CLEAR  VISION.  If  the  new  products  take 
off.  Software  .AG  will  have  proven  once 
again  that  its  unique  form  of  manage- 
ment has  staying  power.  Founded  by 
Page  and  five  other  engineers,  it  was 
conceived  as  a  private  "trust"  that  nev- 
ertheless reports  its  finances  to  the  pub- 
lic. The  structure  is  rooted  in  the  philoso- 
phy of  19th  century  industrialist  Carl 
Zeiss,  who  founded  the  eponymous  cam- 
era and  optical-equipment  maker.  Under 
a  Zeiss-like  plan,  longtime  employees 
own  the  company's  stock,  but  the  shares 
function  mainly  as  a  mechanism  to  pi'e- 
vent  a  hostile  takeover.  The  employees 
receive  no  dividends  or  even  a  valuation 
on  their  holdings,  which  must  be  turned 
over  to  the  company  when  they  leave. 

The  trust's  stat- 
utes also  prevent  top 
managers  from  run- 
ning away  with  the 
profits.  The  trust  re- 
quires that  70'X  of 
profits  go  to  re- 
search and  invest- 
ment. Last  year,  for 
example,  $118  mil- 
lion, or  257"  of  sales, 
were  plowed  into 
R&l),  compared  with 
just  137  at  rival  Ora- 
cle Systems  Corp. 
The  trust  also  stipu- 
lates that  10%  of 
pr'ofits  be  set  aside  for  pensions,  107'  for 
employee  bonuses,  and  107  for  social 
causes.  Bonuses  are  the  equivalent  of 
two  months'  wages  per  year  plus  $300  to 
$1,400. 

Transferring  that  mindset  to  the  U.  S. 
hasn't  always  been  smooth.  John  N.  Ma- 
guire,  the  former  chairman  of  Software 
AG  of  North  America,  Software  AG's 
U.  S.  subsidiary  in  Reston,  Va.,  left  the 
company  last  year  after  what  he  de- 
scribes as  "terrible  cultural  differences" 


SALES  OF  U.S 
SUBSIDIARY 
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Lli  l\w  German  nianaj^ers.  He  has  Tiled 
it  for  allef^'ed  breach  of  liis  retirement 
itract  but  maintains  that  the  company 
5  "great  products  and  loyal  custom- 
s."  He  says  he  encouraged  Page  and 
i  other  top  German  managers  in  the 
d-1980s  to  be  more  aggressive  in  the 
S.  market,  which  now  accounts  for 
3ut  237'  of  sales,  down  from  317'  in 
?6  (chart). 

rhe  differences  between  Maguire  and 
ge  came  to  a  head  in  1988.  The  parent 
Light  out  all  the  stock  of  the  U.  S. 
bsidiary,  which  Maguire  had  taken 
blic  in  1981  to  fuel  a  North  American 
pansion.  Page  contends  that  the  mail- 
ers of  the  U.  S.  subsidiary  were  short 
•m  thinkers.  "It  was  too  quarterly-re 
Its-driven,"  he  says.  In  1991,  Page 
;umed  Maguire's  post  as  chairman  of 
;  U.  S.  unit. 

Beefing  up  the  U.  S.  operation  is  cru- 
1.  The  American  market  is  the  world's 
gest,  and  U.  S. -based  multinationals 
id  to  buy  their  software  at  home. 
50,  Software  AG's  most  important  ri- 
Is  are  based  in  the  U.  S. 
•NGEVITY.'  While  Page  says  the  com- 
ny  intends  to  stick  to  its  principles, 
ftware  AG  is  also  catching  on  to  the 
,ys  of  the  huge  U.  S.  market.  For 
irs,  the  company  relied  mainly  on  cus- 
ners  to  spread  the  news  about  its 
iabas  data  base.  But  recently,  Page 
t  the  U.  S.  subsidiary  in  charge  of 
irldwide  marketing.  Software  AG's 
S.  president,  Michael  J.  King,  has  tri- 
'd  marketing  outlays  from  what  they 
re  three  years  ago,  to  $50  million,  and 
3  increased  the  direct-sales  force  by 
^f',  to  70  people.  "We're  moving  from 
ing  a  technology-driven  company  to  a 
irket-driven  company,"  says  King,  a 
•mer  software  executive  in  Britain 

10  joined  the  company  in  1989.  He  says 
's  beginning  to  appreciate  the  benefits 
the  company's  unusual  bylaws.  "The 
tire  mission  is  longevity,"  he  explains. 
Page  says  the  company's  vision  is  nei- 
ir  capitalistic  nor  socialistic  but  ideal- 
ic.  "What  drives  the  world  forward  is 
t  money  or  ideology,"  says  Page.  "It's 

individual's  inner  motivation."  Page 
3S  to  give  workers  maximum  responsi- 
ity  and  freedom.  At  Software  AG's  bu- 
ic  Darmstadt  headquarters  15  miles 
im  Frankfurt,  employees  set  their 
n  hours,  often  putting  in  10-hour 
/s,  with  occassional  breaks  for  tennis 
the  clay  courts.  There's  no  dress 
le,  and  programmers  have  been  spot- 
in  cut-off  shorts  and  Daffy  Duck 
■ks.  "We  want  to  liberate  people's  nat- 

11  drive  and  energy,"  says  Page, 
lat's  the  trend  of  the  21st  century." 
like  some  of  its  rivals.  Software  AG  is 
;ood  bet  to  last  at  least  until  then. 

Gail  E.  Schares  in  Darmstadt , 
■maiuj.  with  Evan  I.  Sc/nrart:  iti  AV/r 
■A- 
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CEO  WARNOCK:  WITH  POSTSCRIPT  SLOWING,  HE'S  COUNTING  ON  CAROUSEL  TO  LIFT  REVENUES 


DOES  ADOBE 

HAVE  A  PAPER  CUTTER? 


Its  Carousel  programs  make  PC  screens  look  like  a  magazine 


Computers  have  yet  to  deliver  on 
their  promise  of  creating  an  all- 
electronic,  paperless  office.  If  any- 
thing, they  have  had  the  opposite  effect. 
Desktop  publishing,  for  example,  has 
turned  personal  computers  into  relent- 
less personal  printing  presses,  thanks 
largely  to  Adobe  Systems  Inc.,  whose 
software  helps  laser  printers  spew  out 
waves  of  eye-catching  jiaper.  But  now 
Adobe  wants  to  turn  back  the  tide.  On 
Nov.  16,  the  company  plans  to  unveil  a 
new  technology,  code-named  Carousel, 
that  could  make  it  practical  to  transmit 
electronically  all  sorts  of  things  normal- 
ly distributed  on  paper — from  corporate 
sales  reports  to  full-color  magazines. 

Yes,  computers  already  routinely  send 
the  contents  of  business  documents  or 
newspapers.  But  because  of  incompati- 
bilities between  different  types  of  com- 
puters and  software  programs,  most  of 
the  photos,  graphics,  headlines,  and  var- 
ied typefaces  have  to  be  stripped  out. 
That  leaves  an  unappealing,  unadorned 
electronic  page  of  text.  Carousel  pro- 
vides a  format  that,  Adobe  says,  will 
make  it  possible  someday  to  send  a  docu- 
ment as  complex  as,  say,  an  issue  of 
BUSINESS  WEEK  over  a  network  or  via 
diskette.  Of  course,  readers  could  still 
make  a  printout.  "We  won't  ever  get  to 
the  paperless  office,"  says  Adobe  Chief 
Executive  Officer  John  E.  Warnock, 
"But  we  want  paperless  transmission 
and  storage." 


If  Carousel  works  as  promised,  "it  will 
be  far  bigger  than  anything  Adobe  has 
done  before,"  says  industry  consultant 
Jonathan  W.  Seybold.  As  president  of 
Seybold  Publications  Inc.,  he's  interested 
in  a  more  efficient  way  to  distribute  pub- 
lications without  losing  print  quality. 
'PRECARIOUS.'  Warnock  hopes  the  new 
software  will  give  Adobe  a  much-needed 
boost.  For  the  third  quarter  ended  Aug. 
28,  profits  dropped  487  from  last  year, 
to  $6.7  million,  the  first  decline  in  Ado- 
be's 10-year  history.  Some  analysts  be- 
lieve Adobe's  1993  revenues  will  be  flat 
with  1992's  $265  million.  But  because  of 
Carousel  and  other  new  products,  Bruce 
M.  Lupatkin  at  Hambrecht  &  Quist  Inc. 
says  1993  sales  could  hit  $315  million, 
with  profits  up  367 ,  to  $70  million. 
"There's  a  new  wave  of  optimism  about 
the  company,"  adds  Robertson,  Stephens 
&  Co.  analyst  John  T.  Rossi.  Adobe's 
stock  is  now  at  35,  after  falling  from  68 
to  25  in  the  past  10  months. 

The  volatility  reflects  the  fuzzy  pic- 
ture for  PostScript,  its  flagship  pro- 
gram. Adobe  gets  a  royalty  of  some  37" 
of  the  price  of  each  laser  printer  that 
includes  PostScript.  In  1991,  about 
450,000  laser  printers  were  shipped  with 
PostScript,  accounting  for  197  of  the 
laser  market,  says  International  Data 
Corp.  That  share  should  grow  to  more 
than  267  by  1996.  But  printer  prices  are 
plunging  along  with  those  of  PCs,  cut- 
ting royalties.  And  PostScript  clones  are 


MATION  PROCESSING 


BUSINESS  V^EEK/NOVEMBER  16,  1992  83 


Information  Processin 


making;'  inroads.  Printer  mak- 
ers Digital  Equipment,  QMS, 
and  Lexmark,  the  IBM  spin- 
off, all  use  clones.  That  puts 
Adobe  "in  a  somewhat  precar- 
ious situation,"  says  IDC  ana- 
lyst Marc  G.  Boer,  who  says 
in  two  years  clones  could  have 
2()7<  of  the  PostScript  market, 
up  from  'iV'  mnv. 

So,  Adobe's  future  growth 
may  depend  on  convincing  cor- 
porations that  Carousel  could 
save  them  money.  Adobe  it- 
self, says  Warnock,  spends 
$10,000  a  month  on  paper  in- 
ternally—$1,000  just  to  print 
and  distribute  an  employee 
phone  list.  A  hard-disk  drive 
that  can  store  a  billion  charac- 
ters and  can  be  used  for 
years,  costs  about  $2,000,  just  half  the 
cost  of  paper  needed  to  store  as  much. 

Displaying  documents  electronically  is 
just  the  start.  Carouse!  is  actually  a  se- 
ries of  products  to  be  released  over  the 
next  few  years.  In  the  first  half  of  1998, 
Adobe  is  set  to  sell  several  Carousel  pro- 
grams for  the  Macintosh  and  PCs  con- 
trolled by  Microsoft  Corp.'s  Windows. 
One  program,  known  as  a  driver,  will 
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I'/f  but  pay  off  spectacularly  down 
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jve  achieved   taockout  iraprove- 


-J rienty  of 


CAROUSEL:  IF  IT'S  A  SUCCESS,  CAN  MICROSOFT  BE  FAR  BEHIND? 


translate  a  file  from  any  word  processor 
or  desktop-publishing  program  into  a  so- 
called  PDF,  or  Portable  Document  File.  A 
special  viewer  program  installed  on  each 
computer  lets  the  user  read  a  PDF,  no 
matter  what  kind  of  computer  it  came 
from.  A  driver-and-viewer  package 
should  sell  for  less  than  $200. 

Follow-on  products  will  make  it  possi- 
ble to  edit  documents  and  search 


through  them  using  key 
words.  To  do  that,  Adobe 
plans  to  adopt,  in  part,  an  in- 1 
ternational  technology  stan- 
dard known  as  SGML,  or  Stan-' 
dard  Generalized  Markupj 
Language  (page  85).  Another 
future  program  will  enable  a 
desktop  scanner  to  translate  a 
printed  page  into  a  Carousel 
file.  Still  another  will  enable 
publishers  to  transmit  anima- 
tion and  video  clips. 
LURKING  GIANT.  All  of  this  re- 
quires heavy  investment  that 
may  not  pay  off  for  years. 
Adobe's  poor  third-quarter 
performance,  in  fact,  was  in 
part  due  to  a  $6.3  million 
write-off  it  took  in  acquiring 
small  companies  with  key  Car- 
ousel technologies.  Also,  customers  may 
not  opt  for  Carousel  until  they  see  all 
the  pieces  are  in  place.  "The  value  of  a 
document  delivered  electronically  is  min- 
imal, unless  it  can  do  things  you  can't  do 
on  paper,"  says  James  Stoneham,  an  Ap- 
ple Computer  Inc.  product  manager. 

In  the  meantime,  Adobe  is  certain  to 
encounter  some  competition.  Companies 
that  specialize  in  electronic  publishing, 


This  is  an  honor. 


For  the  second  consecutive  year,  J.D.  Power  and  Associates  has  ranked  Apple  higliest  among  Personal  Computer  Companies 
in  Overall  Customer  Satisfaction!  One  more  reason  to  choose  Apple  Macintosh.  The  easy  way  Every  Macintosh  personal  com- 
puter is  designed  to  make  it  e^isy  for  you  to  do  everything  you  have  to  do.  Plug  one  in,  and  you're  ready  to  work.  It's  eiLsy  to  set  up. 


For  an  uuthonzal  .^ipk  reiiilt-r  miT  v/i/,  uiU  I  xiia-\iH-')6'/6.  rxt  JJ)  In  (Unrndi  call  l-N(JO-665-2775,  or/  910  'JD  f'mvr  umii'^KUitei'  mi  iiiui  m3  (})mf'UleT  EmJ  User  Salisfadm  Sltulies  }992  ^uJy'  a)nducied  amim^i  2J$S  husttiess  i-Tui  user,  at  l.N^  business  sUes  ©1992  Apple  Com  [ 
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;ucli  as  Frame  Technology  Corp.  and 
nterleaf  Inc.,  can  deliver  much  of  this 
electronic  distribution  technology  today, 
ilthough  only  for  documents  originating 
)n  their  own  software  or  filtered 
;hrough  translators  built  specially  for 
;ach  word-processing  program  on  the 
narket.  Some  observers  also  expect 
>oftware  powerhouse  Microsoft  to  enter 
,he  business.  "It's  almost  preordained 
hat  Microsoft  will  have  its  own 
icheme,"  predicts  J.  Paul  Grayson, 
■hairman  of  software  company  Micro- 
rrafx  Inc. 

But  Adobe  can't  be  easily  written  off. 
/irtually  every  word-processing  and 
iesktop-publishing  program  is  already 
■ompatible  with  PostScript,  which  is  the 
inderlying  format  for  Carousel.  Compa- 
lies  such  as  Lotus  Development  Corp. 
)lan  to  have  their  programs  automatical- 
y  produce  Carousel-compatible  files,  and 
;ome  analysts  expect  Adobe  will  sign  up 
letwork  software  leader  Novell  Inc.  to 
)uild  Carousel  technology  directly  into 
ts  products.  That  should  help,  but  Ado- 
)e  knows  it  could  take  years  for  Carou- 
lel's  electronic  documents  to  catch  on. 
Vfter  all,  it  took  a  decade  for  desktop 
)ublishing  to  build  a  mountain  of  paper 
n  the  first  place. 

By  Richard  Brandt  in  Mountain  I'icw, 
:alif. 


This  is  a  trend. 


Easy  to  learn.  Easy  to  expand.  In  fact,  Macintosh  is  still  the  only  comptiter  engineered  from  the  first  chip  to  work  that  way 
Which  may  also  explain  why  Apple  h;Ls  sold  more  personal  computers  this  year  than  any  other  company  in  the  world.  So 
if  you're  looking  for  a  computer  that's  e^isy  to  use,  there's  really  only  one  way  to  go.  Macintosh.  The  power  to  be  your  best,  i^ple 

vseri'fii  Afipk;  the  .^ple  hfjit,  Mamla^h  aiiJ  "The  power  In  hi-  mir  hiwl"  are  re^iflfMl  Iniiiimirks  iif  ^pplc  O^uifmhr  im  This  <hl  urn  cniikil  iMn^  Miianlmh  uinipukrs 


NOW,  TEXT  REALLY  KNOWS 
HOW  TO  TRAVEL 

■  t's  1992,  do  you  know  where  your 
H  information  is?  Sure,  you  say,  it's 
1  in  the  computer.  Yes,  but  where 
exactly?  All  those  memos,  letters,  and 
reports — they're  just  sloshing  around 
in  there,  a  formless  pool  of  text  and 
graphics.  There's  no  index,  no  organi- 
zation. And  what  if  you  switch  comput- 
ers someday?  Will  your  new  system  be 
able  to  use  all  that  old  information? 

It's  issues  such  as  these  that  are 
driving  companies  such  as  IBM,  Boeing, 
and  Westinghouse  Electric  to  adopt  the 
Standard  Generalized  Markup  Lan- 
guage (SGML),  a  set  of  electronic  codes 
that's  doing  for  documents  what  stan- 
dards are  doing  for  computer  pro- 
grams: making  it  easier  to  move  them 
from  one  computer  to  another.  SGML 
can  help  all  sorts  of  editing,  indexing, 
and  printing  programs  work  on  the 
same  documents,  without  the  usual 
compatibility  problems. 
PROFIT  SPEEDER.  What's  the  payoff? 
Software  maker  Frame  Technology 
Corp.  is  using  SGML  to  help  drugmak- 

ers  speed  up  the  process  of  getting  a 
new  drug  approved  by  gathering  notes 
from  many  researchers'  computers,  in- 
dexing them,  and  packaging  the  final 
result  on  an  optical  disk.  That  helps 
Food  &  Drug  Administration  workers 
analyze  the  data  by  computer,  rather 
than  poring  over  paper.  As  a  result. 
Frame  says,   drugs  get  to  market 
quicker,  and  profits  come  sooner.  IBM 
now  codes  its  technical  documents  in 
SGML,  so  a  single  master  copy  can  yield 
both  printed  and  electronic  versions. 

Several  years  ago,  the  Pentagon  en- 
listed SGML  in  its  fight  against  paper. 
Now,  civilians  are  using  it,  too.  Sales 
for  SCiML  products  should  hit  $550  mil- 
lion by  1995,  says  market  researcher 
InterConsult  Inc.  Networking-software 
producer  Novell  Inc.  and  workstation 
maker  Silicon  Graphics  Inc.  now  dis- 
tribute SGML-coded  technical  manuals 
with  their  wares.  As  their  customers 
start  using  them,  SGML  will  spread — 
and  infoglut  may  begin  to  ebb. 

By  John  W.  Verity  in  New  York 
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TELECOMMUNICATIONS  1 


LOOK,  MA— NO  CABLE: 
IT'S  YIDEO-BY-PHONE 


Bell  Atlantic's  new  venture  could  shake  up  the  pay-TV  industry 


After  next  summer,  television  may 
never  be  the  same  at  Arthur  A. 
Bushkin's  McLean  (Va.)  home. 
No  more  running  out  to  rent  the  latest 
video.  No  more  waiting  for  cable's 
newest  offerings.  Instead,  if  all  goes  as 
planned  by  Bell  Atlantic  Corp.,  the  Bush- 
kins  will  be  watching  videos  whenever 
they  want  to,  brought  to  them  over  their 
phone  line.  Their  take  on  being  test-mar- 
ket targets?  "My  nanny  has  volunteered 
to  watch  all  the  movies,"  quips  Bushkin, 
president  of  information  services  for  the 
Philadelphia-based  phone  company. 

Bell  Atlantic  and  other  phone  compa- 
nies ache  to  steal  a  piece  of  the  $25 
billion-a-year  cable-TV  business  and  the 
$8  billion  video-rental  business.  The  road 
was  paved  in  July,  when  the  Federal 
Communications  Commission  allowed 
tliem  to  provide  "video  dial  tone" — that 
is,  to  deliver  movies  and  TV  to  homes 
much  as  they  now  deliver  phone  calls. 
FIBER-FREE.  The  $5.4  million  Bell  Atlantic 
experiment  that  includes  the  Bushkin 
home  is  intended  to  topple  a  major  tech- 
nical hurdle:  how  to  send  video  over 
"twisted  paii',"  the  old-fashioned  copper 
wiring  still  used  for  most  local  [)hone 
service,  instead  of  waiting  for  high-tech 
fiber-optic  lines.  The  basic  technique, 
called  Asymmetric  Digital  Subscriber 
Line,  was  developed  by  Bellcore,  the  re- 
search arm  of  the  seven  Baby  Bells. 
ADSL  blasts  video  signals  over  wires  at 
rates  far  above  what  voice  traffic  re- 
quires. Such  high  frequencies  lose  ener- 
gy quickly,  but  a  box  in  the  home  will 
pick  up  and  amplify  the  signals  (table). 
Phone  service  won't  be  affected. 

If  all  goes  well.  Bell  Atlantic  plans  to 
roll  out  a  commercial  service  within  its 
six-state  territory  in  1994  that  will  make 
existing  pay-per-view  cable  service  look 
as  quaint  as  a  '48  Philco.  Bell  Atlantic 
hopes  to  offer  between  30  and  100  videos 
with  no  wait.  Eventually,  it  would  add 
hundreds  of  titles — even  thousands — as 
well  as  video  material  for  education, 
home  banking,  and  shopping. 

Of  course.  Bell  Atlantic  still  faces 
some  big  technical  hurdles.  One  vital 
gadget  doesn't  even  exist  yet.  Called  the 
"video  server,"  it's  a  kind  of  jukebox 
that  will  store  movies  in  digital  form  and 
transmit  them  within  seconds  of  a  view- 


er's request.  In  a  demonstration  for  the 
FCC  on  Oct.  28,  Bell  Atlantic  faked  it 
using  a  personal  computer,  two  TV  sets, 
and  just  20  minutes  of  digitized  videos — 
including  snippets  of  Spartacus. 

Aside  from  that,  the  quality  of  an 
ADSL  picture  is  closer  to  vcR  level  than 
to  cable  or  broadcast  TV.  And  critics  say 
about  25'X  of  American  homes  wouldn't 
be  able  to  get  it  because  they  live  too 
far — more  than  SVa  miles — from  their 
phone  company's  nearest  switch.  ADSL 


operators  are  experimenting  with  vide 
on  demand  and  similar  services,  as  ar 
other  phone  companies.  GTE  Corp.  ha 
been  conducting  a  long-running  trial  c 
video  on  demand  via  fiber  in  CerritO! 
Calif.  U.  S.  West  Inc.  is  testing  the  ma: 
ket  in  the  Denver  area  with  cable  giar 
Tele-Communications  Inc.  And  in  earl 
October,  Nynex  Corp.  announced  plan 
to  offer  video  on  demand  next  year  i 
some  Manhattan  apartment  buildings  i 
cooperation  with  Liberty  Cable  Telev 
sion,  which  transmits  over  microwaves 
LONG  WAIT.  In  the  long  term,  the  bi^ 
gest  splash  of  all  may  be  made  by  Bel 
core  itself,  which  has  invented  a  vide( 
on-demand  setup  for  all  seven  of  its  Be 
owners  that  will  let  viewers  fast-forwar 
and  rewind — features  that  Bell  Atlanti 
says  it's  only  "looking  at"  offering  nov 
Bellcore's  system,  jointly  developed  wit 
Northern  Telecom  Ltd.'s  Bell-Norther 
Research,  is  also  probably  more  suite 
to  large-scale  use  than  Bell  Atlantic'! 


HOW  THE  BELLS  WILL  SEND  MOVIES  OVER  PHONE  LINES 

Ordinarily,  standard  copper  phone  wires  carry  only  3,500 
cycles  of  electrical  signal  per  second.  That  limits  the  amount  of 
information  that  can  be  transmitted  over  them 

But  Bellcore,  port-owned  by  Bell  Atlantic,  pushes  up  to  500,000 
cycles  per  second  through  wires  for  distances  of  up  to  3.5  miles. 
A  signal  processing  chip  in  the  customer's  home  can  pick  up  these 
high-frequency  signals,  even  though  they  grow  fainter  with  distance 

^AAAAAAAAAAA 


However,  500,000  cycles  per  second  still  isn't  enough  to  deliver 
VCR-quality  video,  which  requires  about  1.5  million  bits  of  data  per 
second.  So  Bellcore  and  others  pack  extra  information  into  each 
cycle,  through  methods  such  as  varying  the  heights  of  the  waves 
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could  be  subject  to  interference.  And  for 
now,  it  can't  be  used  for  live  broadcasts. 
"Customers  will  find  that  it's  not  as 
friendly  as  cable,"  says  Richard  R. 
Green,  chief  executive  officer  of  Cable 
Television  Laboratories  Inc.,  an  industry 
research  consortium. 

Bell  Atlantic  officials  shrug  off  such 
cavils.  They  say  the  critics  haven't  seen 
their  closely  guarded  technology.  More- 
over, this  test  is  designed  to  refine  the 
technology — not  merely  showcase  it. 
Says  Bell  Atlantic's  Bushkin:  "We're 
comfortable  running  an  employee  trial 
to  help  us  continue  the  development." 

Bell  Atlantic  is  hardly  alone.  Big  cable 


But  it  will  take  longer  to  roll  oi 
Bell  Atlantic's  trial  is  bound  to  ath-a, 
attention  because  it  involves  two  promJ 
ing  technologies:  the  video  jukebox — i 
stead  of,  say,  a  bank  of  manually  oper^ 
ed  vCRs — and  video  over  twisted  pal 
It's  still  not  clear  who  will  win  the  coil 
ing  war  between  the  phone  and  cable 
industries,  or  even  whether  the  riv^ 
will  become  partners,  as  TCI  and  U. 
West  already  have.  A  successful  test 
Bell  Atlantic  could  help  sort  things  oi 
Clearly,  Art  Bushkin's  nanny  won't 
the  only  one  tuning  in. 

By  Joseph  Weber  in  Philadelphia,  n 
Peter  Coy  in  New  York 
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FIND  A  WORLD  YOU  THOUGHT  WAS  LOST 


People  were  sure  they'd  never  feel  that  rare  sense  of  satisfaction  again. 
Then,  they  saw  that  adventure  and  coinfort, 
ruggedness  and  roominess  could  still  be  found. 
They  traded  in  their  old  ideas-from  trucks  to 
cramped  utility  vehicles  to  costly  sedans-for  the 
versatility  plus  sophistication  of  Explorer. 

Today,  this  is  the 
most  sought-after  vehicle  in  its  class.  And 
finding  that  still  special  world  is  easier  than 
you  imagined. 


Touch  Drive  lets  you 
shift  from  2WD  to  4WD 
High,  and  back,  with 
pushbutton  ease. 


Have  you  driven  a  Ford  lately"- 


I  choice  of  available  amenities  like  leather  seating 
urf aces,  an  open-ar  roof,  and  sound  system  v/ith  CD 
'layer  let  you  make  this  world  your  world. 


Buckle  up-together 
we  can  save  lives. 


IND    YOURSELF    IN    AN  EXPLORER 


e  Corporation 


STRATEGIES  I 


DOWNSHIFT 
AT  DAIMLER 

A  MERCEDES  WORLD  SLUMP  RATTLES  IT  TO  THE  CORE 


Tlie  new  $1.3  billion  Mercedes-Benz 
plant  at  Rastatt  is  a  New  Age  mar- 
vel. The  spacious,  green  factory 
buildings  rise  above  the  lush  meadows 
outside  the  historic  spa  of  Baden-Baden. 
Landscapers  have  lovingly  preserved  an 
old  walnut  grove.  Inside,  there  are  no 
foremen  and  few  traditional  assembly 
lines.  Instead,  borrowing  from  Japanese 
production  techniques,  self-run  groups 
of  employees  working  in  bays  churn  out 
gleaming  mid-range  200  series  cars. 

But  hopes  that  Rastatt 
will  guarantee  Mercedes 
a  future  in  the  global  ^^^^^m 
market  could  be  dashed. 
Opened  six  months  ago, 
its  costs  are  likely  to  be 
too  high  to  compete  with 
such  Mercedes  killers  as 
Toyota's  Lexus,  Nissan's 
Infiniti,  or  even  archrival 
i;m\v,  soon  to  make  its 
3-series  autos  in  a  low- 
cost  Spartanburg  (S.  C.) 
factory. 

Rastatt  is  a  symb(jl  of 
how  plans  are  going 
awry  at  Daimler  Benz, 
crown  jewel  of  Germany 
Inc.  Until  recently,  Eu- 
rope's largest  industrial 
combine,  with  $62  billion 
in  annual  sales,  was  con- 
fidently turning  out  ev- 
erything from  jet  engines 
and  refrigerators  to  its  marvelous  driv- 
ing machines.  But  lately,  Daimler  has 
been  looking  like  anything  but  a  well- 
oiled  roadster.  It  is  being  battered  by 
recession,  high  labor  costs,  and  the  su- 
perstrong  German  mark.  The  shriveling 
of  defense  budgets  is  rocking  its  Deut- 
sche Aerospace  (DASAi  unit,  which  de- 
pends on  the  military  for  nearly  half  its 
revenues. 

But  most  rattling  of  all  is  the  down- 
turn in  Daimler's  once  hugely  profitable 
car  business.  Daimler  executives  have 
watched  in  disbelief  as  competitors 
snatched  away  Mercedes  sales  in  the 


Lexus, 
BMW,  and 
Infiniti 
have  been 
snatching 
U.S.  sales 
away  from 
Mercedes 


U.  S.  For  the  model  year  ended  Sept.  30, 
Mercedes'  U.S.  sales  were  down  57', 
while  Lexus  climbed  39'a,  BMW  157^,  and 
Infiniti  7'/'.  And  they  have  been  rudely 
surprised  as  BMW,  for  the  first  time 
ever,  has  overtaken  Mercedes  at  home. 
What's  more,  Mercedes'  top-of-the-line  S- 
class  cars — with  prices  as  high  as 
$142,900 — are  turning  in  disappointing 
sales.  According  to  industry  sources,  as 
many  as  100,000  of  its  best-selling  190s, 
the  Baby  Benzes,  have  piled  up  in  dealer 
lots.  Alan  Coats,  an  ana- 
lyst at  Paribas  Capital 
Markets  Group,  forecasts 
a  437'  drop  in  the  car 
company's  pretax  earn- 
ings this  year,  to  $1.17 
billion,  dragging  down 
the  entire  Daimler 
group's  results  by  30'A, 
to  $1.82  billion  (chart, 
page  90). 

BRUISING  BATTLE.  Daim- 
ler's downshift  is  rocking 
the  social  contract  among 
Germany's  management, 
government,  and  labor  to 
its  very  foundations.  In 
union  halls  and  corporate 
suites,  Germans  are  de- 
bating whether  the  na- 
tion may  have  been  too 
generous  with  entitle- 
ment programs  and  un- 
employment benefits  and 
not  lean  enough  for  today's  brutal  glob- 
al competition. 

Daimler's  sudden  change  of  fortune  is 
putting  intense  pressure  on  CKO  Edzard 
Reuter,  a  soft-spoken  intellectual  who  is 
an  art  collector  and  expert  sailor.  Reuter 
is  a  big  thinker  and  internationalist  in 
the  mold  of  his  jiatron,  Deutsche  Bank 
CEO  Alfred  Herrhausen,  who  was  assas- 
sinated in  1989.  In  office  for  five  years, 
Reuter,  64,  has  been  using  profits  from 
the  car  business  to  bankroll  sweeping 
moves  into  aerospace,  electronics,  and 
financial  services,  in  hopes  of  transform- 
ing Daimler  into  a  high-tech  power- 


house. In  Renter's  view,  knowhow  from 
airplane-making  could  benefit  autos,  and 
electronic  components  would  be  inter- 
changeable, whether  for  high-speed 
trains  or  washing  machines.  This  ambi- 
tious strategy  led  to  a  bruising  battle  in 
1987  with  his  predecessor,  Werner 
Breitschwerdt,  who  argued  that  Daimler 
would  be  better  off  sticking  to  cars.  The 
board  sided  with  Reuter  and  kicked 
Breitschwerdt  upstairs. 

Renter's  strategy  was  perfect  for  the 
1980s,  when  Germany  was  on  a  roll  and 
international  competition  was  less  cut- 
throat. But  now,  the  strategy  is  in  trou- 
ble. So  Reuter  has  swallowed  hard  and 
proclaimed  that  the  company  will  nar- 
row its  focus.  "The  whole  strategy  has 
just  been  overtaken  by  events,"  says 
Karl  Feuerstein,  deputy  chairman  of 
Daimler's  supervisory  board  and  the 
company's  top  elected  IG  Metall  labor- 
union  official.  Reuter  acknowledges  the 
world  has  changed  but  insists  that  to- 
day's weak  global  market  for  luxury 
cars  is  all  the  more  reason  to  diversify. 
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CEO  REUTER:  CAN  HE  TURN  DAIMLER 
FROM  AN  OLD-LINE  AUTO  MAKER 
INTO  A  HIGH-TECH  POWERHOUSE? 


Still,  in  recent  weeks,  Renter  has 
looked  like  an  embattled  executive  at 
General  Motors  Corp.,  announcing  dras- 
tic layoffs  and  scrapping  future  projects. 
In  June,  Reuter  vowed  to  cut  20,000  or 
more  jobs  from  the  185,000  work  force  in 
two  years.  On  Nov.  2,  he  pulled  the  plug 
on  plans  to  build  a  $650  million  truck 
factory  in  eastern  Germany.  Now,  he 
has  announced  an  extended  Christmas 
shutdown  plus  shorter  shifts  throughout 
1993.  In  other  units,  job  cuts  are  mount- 
ing, too.  DAHA  slashed  7,500  jobs  in  civil 
lerospace.  And  a  further  10,000  jobs 
jould  disappear  if  the  German  govern- 
nent  finally  nixes  a  four-nation  consor- 
;ium  to  build  the  $20  billion  European 
lighter  Aircraft  (EFA). 

Reuter  is  also  wielding  the  knife 
iround  the  group's  executive  suites. 
AEG,  the  manufacturing  and  appliance 
lubsidiary,  will  soon  be  slashing  staff  at 
ts  Frankfurt  headquarters  to  fewer 
,han  200,  from  940  now.  On  Mercedes' 
and  Daimler's  corporate  staff,  two  of 
'ive  management  grades  will  disappear 


on  Jan.  1,  and  many  executive  jobs  are 
under  review.  "It's  hard  getting  people 
who  lived  a  40-year  success  story  to 
change,"  says  Jiirgen  Hubbert,  head  of 
Mercedes'  car  division. 

Renter's  crisis  management  recently 
won  him  a  new  two-year  contract  to  set 
things  right.  But  Reuter  himself  has  a 
tough  boss  in  Daimler's  blue-ribbon  su- 
pervisory board,  chaired  by  Hilmar  Kop- 
per,  CEO  of  Deutsche  Bank,  which  owns 
28'a  of  Daimler.  Kopper  and  top-level 
union  officials,  who  also  sit  on  the 
board,  decided  that  however  tough  the 
problems,  it  would  be  suicidal  to  dump 
Reuter.  Says  Feuerstein:  "Kopper  ar- 
gued that  Reuter  is  the  only  one  capable 
of  managing  it,  and  we  all  agreed." 
OMINOUS  ATMOSPHERE.  There's  a  grow- 
ing sense  of  foreboding  around  Daimler. 
At  a  September  meeting  in  Budapest, 
Reuter  read  Daimler  top  executives  the 
riot  act.  He  warned  them  that  all  units 
were  facing  hard  times  and  cars  and 
trucks  would  get  worse  yet.  The  mild- 
mannered  boss  called  for  cost  savings 


in  every  corner  of  Daimler's  empire. 

Renter's  priority  is  to  fix  the  problems 
in  autos.  While  Daimler  may  see  itself 
as  a  diversified  giant,  in  fact  it  is  an 
auto  company  with  some  not-very -jjrof it- 
able  add-ons.  Last  year,  Mercedes'  car 
operation  produced  more  than  two-thirds 
of  Daimlei''s  $62  billion  consolidated 
sales  and  nearly  807'  of  its  $2.6  billion 
pretax  profits.  Interest  on  a  $7  billion 
cash  pile  yielded  an  additional  157  of 
earnings — more  than  all  nonauto  activi- 
ties combined.  "Everything  else  falls  far 
behind  [cars],"  admits  Reuter.  "The  risk 
is  clear:  The  Japanese  are  penetrating 
luxury  markets." 

Mercedes  is  feeling  the  Japanese  on- 
slaught most  in  the  U.  S.,  where  it  has 
had  to  hold  the  line  on  prices  and  even 
subsidize  lease  deals.  Baby  Benz  stick- 
ers didn't  budge  for  the  1993  model 
year,  and  other  models  rose  an  average 
of  just  17'.  That  is  battering  margins, 
given  the  strength  of  the  mark.  And 
aggressive  leasing  is  hurting  profits, 
too.  To  keep  monthly  payments  down, 
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Mercedes  has  been 
charginfr  lease  cus- 
tomers virtually  no 
interest.  Doug  Aiken, 
publisher  of  Automo- 
firc  Lease  Guide,  says  that  amounts  to 
a  $1(1,000  rebate  on  some  models. 

Renter  faces  other  formidable  obsta- 
cles at  Mercedes.  The  company  has  the 
highest  labor  costs  in  the  world  (chart). 
Last  year,  about  40' '  of  its  $5.3  billion 
wage  bill  went  for  paid  time  off.  The 
strong  German  mark  is  another  hurdle. 
Reuter  warns  that  the  supermark  could 
soon  "be  another  reason  for  people  to 
move  out  of  Germany."  Mercedes  is  al- 
ready making  trucks  in  Mexico  and  is 
assembling  some  cars  there  from  kits. 
'LOST  CAUSE.'  Rastatt  was  supposed  to 
make  a  big  dent  in  costs,  which  were 
3.7'  higher  than  Toyota's — by  Mercedes' 
own  reckoning.  Will  Rastatt  close  the 
gap?  It  will  "bring  us  within  10''  to  1.")'  ' 
of  the  JaiJanese  on  costs,"  argues  car 
boss  Hubliert,  "and  we  think  we  can  se 
at  that  sort  of  price  premium."  But  the 
new  j)lant  has  its  critics.  They  point  out 
that  Mercedes  has  vet  to  design 


EVEN  BIG  SPENDERS 
HAVE  STICKER  SHOCK 


MERCEDES'  SLEEK  NEW  PLANT 
IN  RASTATT  STILL  CAN'T 
MATCH  ITS  RIVALS  ON  COSTS 


cars  for  new  produc- 
tion techniques  and 
that  Rastatt's  paint 
and  body  shops  won't 
be  fully  operational 
until  11)94.  "It's  a  lost  cause,"  says  De- 
troit auto  consultant  James  E.  Harbour, 
who  believes  Rastatt  staffing  levels  are 
far  too  high.  In  contrast,  BMW  is  wring- 
ing 30''  out  of  production  costs  at  its 
U.  S.  plant. 

Reuter  and  other  German  bosses  are 
banking  on  Chancellor  Helmut  Kohl's 
success  in  working  out  a  new  deal,  in 
which  labor  would  forgo  wage  hikes  in 
return  for  job  security.  Despite  the  big 
cuts,  Reuter  can't  slash  the  payroll  to 
the  bone,  American-style.  Worker  direc- 
tors sit  on  the  board  of  supervisors — 10 
out  of  20  slots  at  Daimler,  mostly  from 
IG  Metall.  Mercedes  and  other  Daimler 
units  are  shedding  jobs  slowly,  through 
a  mix  ol'  earlv  retirement  and  attrition. 


But  the  country  won't  let  its  flagship 
sink.  Daimler  is  even  more  important  to 
Germany  than  GM  is  to  the  U.  S.  One  in 
six  German  jobs  depends  on  autos.  And 
Daimler  represents  Germany's  entry 
ticket  to  the  aviation  and  space  indus- 
tries. Reuter's  board  also  owes  him 
some  big  chips.  For  instance,  he  took 
over  then-floundering  .AEG  in  1988  to 
oblige  Deutsche  Bank.  That's  why,  seat- 
ed on  a  leather  settee  in  a  large  office 
atop  headquarters  in  Stuttgart,  Reuter 
still  insists  he  will  continue  diversify- 
ing— with  some  cost-cutting  thrown  in. 
SUSHI  FEST.  Reuter  is  even  trying  to 
draw  in  the  Japanese.  But  so  far,  he  has; 
little  to  show  from  three  years  of  talks: 
with  Mitsubishi  group.  At  the  latest 
meetings,  in  October  at  the  Hotel  Okuraj 
in  Kobe,  nine  top  executives  from  each 
side  shared  platters  of  sushi  and  sauer- 
kraut and  sang  around  the  piano.  Still, 
the  only  tangible  deal  to  date  is  help 
from  Mitsubishi  to  tweak  Mercedes'  car- 
distribution  channels  in  Japan.  The  two 
companies  are  still  talking  about  a  deal 
for  the  Jajjanese  to  make  about  4,000 
diesel  engines  a  year  for  Daimler's  small 
trucks. 

In  the  U.  S.,  Reuter  would  probably  be 
feeling  a  lot  more  heat  and  perhaps 
would  even  have  been  forced  out  by 
now.  But  Daimler's  long-term  sharehold- 
ers, who  have  tight  control  over  two- 
thirds  of  the  company's  equity,  don't 
panic  every  quarter.  They  have  toe 
much  riding  on  Reuter  to  abandon  him 
anytime  soon.  And  they  have  been  re- 
warded for  their  patience  all  through  the 
postwar  period.  But  if  the  betting  is 
wrong  this  time  and  Reuter  fails  to  turr 
his  giant  around,  Daimler  and  German} 
Inc.  alike  could  be  limping  through  th( 
1990s. 

Bi/  Join/  Tviuplcmcni  It 
Stuttgart.     with  Doric 
Woodruff  i»  Detroit,  Stem 
t      /(■//  Recrl  in  Sew  York,  am 
■i^^k  bitrvau  rc/iorts 
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CALLING  IN  THE  CONSULTANTS 
—TO  THE  CLASSROOM 


McKinsey  tries  to  pinpoint  B-school  weaknesses  at  U.  of  Texas — and  how  to  fix  them 


The  rectangular-shaped  space  looks 
as  if  it  could  be  tlie  plush  board- 
room of  a  major  corporation  on 
Park  Avenue.  Oil  portraits  of  past  lead- 
ers adorn  the  wails.  The  high-backed 
chairs  around  the  20-foot-long  confer- 
ence table  are  made  for  lengthy  meet- 
ings. A  pair  of  McKinsey  &  Co.  consul- 
tants are  ready  to  deliver  a  final  report. 

The  only  giveaway  is  the  table.  Not 
quite  the  real  thing, 
it's  topped  by  mahoga- 
ny-looking Formica. 
But  after  all,  this  is 
not  the  l)oardroom  of 
Megacorp  Inc.  It's  the 
dean's  conference 
room  at  the  University 
of  Texas  business 
school.  Like  so  many 
schools,  I  T  at  Austin 
is  in  the  midst  of  an 
effort  to  overhaul  its 
MB.\  program  to  make 
it  more  relevant  to  the 
business  environment 
of  the  199()s.  Unlike 
most  of  its  rivals, 
however,  the  school 
sought  the  help  of 
McKinsey,  the  presti- 
gious management 
consulting  firm  popu- 
lated by  MI'.As. 
PRO  BONO.  McKin- 
sey's  peek  into  the 
world  of  management 
education  takes  place 
at  a  time  of  massive 
change  and  introspec- 
tion among  B-schools. 
One  institution  after 
another,  from  Colum- 
bia Univer'sity  to  Indiana  University,  is 
revamping  the  content  and  structure  of 
its  MB.A  program  (BW— Oct.  26).  Most 
schools  are  making  the  changes  to  satis- 
fy corporate  customers  who  no  longer 
want  narrowly  trained  analysts  but 
crave  MBAs  with  broader  skills  in  leader- 
ship and  teamwork.  Texas  faces  these 
same  challenges,  but  it  also  called  in 
McKinsey  because  of  another  concern: 
The  school,  which  frequently  ranks  near 
the  bottom  of  Top  20  lists,  was  afraid  of 
losing  its  status  as  a  top-tier  institution. 


Since  last  spring,  McKinsey  has  been 
studying  the  competitive  pressures  on 
business  schools  and  Texas'  place  among 
them.  Much  as  they  would  in  a  more 
typical  strategic  study  for  a  corporate 
client,  McKinsey  consultants  interviewed 
the  business  school's  major  constituents: 
students,  faculty,  administrators,  alum- 
ni, and  corporate  recruiters.  At  one 
point,  10  of  McKinsey's  crop  of  MB.^s 


The  sobering  findings  and  a  set  of 
recommendations  are  spelled  out  in  the 
73  pages  between  the  gray-blue  covers 
of  the  McKinsey  report.  They  range 
from  the  painfully  obvious  and  simple, 
such  as  updating  the  school's  alumni  di- 
rectory, to  the  more  difficult  goal  of  at- 
tracting more  experienced  and  diverse 
applicants.  One  unidentified  UT  professor 
is  quoted  as  saying  that  "the  students 


DEAN  WITT  WITH  McKINSEY'S  PORTER  AND  TINSLEY,  WHO  URGED  UT  TO  BE  MORE  AGGRESSIVE  IN  ITS  ASPIRATIONS 


returned  to  their  respective  alma  maters 
for  two-  or  three-day  visits  to  study  the 
schools'  admissions,  placement,  and 
alumni-support  services.  All  told,  a  team 
of  about  14  consultants  has  tallied  3,800 
hours  on  the  pro  bono  project,  one  of  74 
assignments  the  firm  has  performed 
free  of  charge  over  the  last  two  years 
for  clients  ranging  from  the  Joffrey  Bal- 
let to  the  Pittsburgh  Public  Theater.  If 
McKinsey  were  to  charge  Texas  for  the 
study,  the  bill,  at  roughly  $400  an  hour, 
would  have  run  as  high  as  $1.5  million. 


lack  the  polish  of  Harvard  and  Whartoi 
students.  .  .  .  They  lack  the  social  grace; 
and  confidence,  as  well  as  leadershij 
abilities." 

For  their  part,  students  in  the  repor 
fault  the  program  for  its  lack  of  intensi 
ty,  for  offering  few  electives,  and  foi 
the  absence  of  what  one  called  a  "real 
world  focus."  Added  another  MBA:  "The 
faculty  is  so  focused  on  research  anc 
theory  that  they  are  not  paying  atten 
tion  to  what  companies  want  out  there. 

But  the  toughest  conclusions  resul 
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We're  putting  $100,000 


Astra  SP  is  the  best  kept 
secret  in  the  industry.  And 
with  good  reason.  Because 
Astra  gives  you  a  level  of 
I  high-speed,  long-range  and 
I  short-field  performance 


on  me  line  10  prove  as 
will  improve 
your  bottom  line 


Purchase  an  Astra  SP 
and  if  your  bottom  line 
doesn't  improve,  well 
give  you  $100,000. 

We're  so  convinced  that 

r^..>l>.   A^^«.n  CD  ^L..^ 


LI  ic  1  icw  Miu  a  or  is  u  le 

right  "business  machine  for 
your  business  that  we  are 
willing  to  make  you  this 
offer.  Why  are  we  so  con- 
fident? Because  in  todays  I 
business  environment  ^ 
where  operating  expenses 
continue  to  be  a  critical 
factor  in  achieving  "bottom 
line"  objectives.  Astra  ^ 
engineers  designed  the  Astra 
SP  for  you.  It's  an  aircraft 
that  .  ^.  X 


delivers' 
speed, 

range  and      short-field  perfor-" 
mance  at  an  operating  cost  that's  so 
competitive  it  will  even  make  your 
Chief  Financial  Officer  smile.  So.  to 
prove  our  point,  if  your  bottom  line 
has  not  improved  after  the  first  full 
fiscal  year  from  the  time  you  take 
delivery  of  a  new  Astra  SP  from  us, 
we'H  give  you  $100.000(U.S.). 
Delivered  in  a  nice  leather  briefcase. 


Your  global 
office  in  the  sky 

In  this  rapidly  changing  world  of 
global  business,  you  also  need  to  con- 
sider a  business  jet  that  can  give  you 
access  to  worldwide  marketplaces. 
Once  again.  Astra  SP  is  the  right 
choice.  Its  unequalled  performance 
and  range  is  a  triumph  of  design 
finesse  over  brute  power  And  Astra  is 
so  aerodynamically  efficient,  it 
offers  the  highest  operating 
speeds  in  its  class.  In  fact, 
Astra 

already  has 
33  world  speed 
records  to  its 

So,  when  you  're 
considering  the  pur- 
chase  of  a  new  business  jet.  ® 
here's  a  key  fact  to  remember: 


_       uidt  ine  compeuuon 

never  wants  to  talk  about. 
A  level  of  performance  that  will 
improve  your  bottom  line,  and 
we're  willing  to  put  up  $100,000 
to  prove  it.  Now.  that's  an  offer 
you  can't  refuse. 

For  the  details  and  effective 
dates  of  our  $100,000  offer  write 
or  call  our  President.  J 
Roy  E.  Bergstrom.  m 
at  609-987-1 125   f  or  fax  us  on 


your  business 
letterhead  at 
609-987-8118  and  we'll  be 
pleased  to  send  you  the  details. 


Leadership... by  design 
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Without  Black, 
it  would  all  be  flat. 


Uliraatelx  theresfijacfe 


from  McKinsey's  interviews  with  more 
than  20  major  corporate  recruiters  of 
MKAs  and  the  consultants'  own  evalua- 
tion of  Texas'  student  population.  Their 
chief  concern  was  the  uneven  quality  of 
}i,ra(luates  from  the  MBA  program. 
McKinsey  found  what  it  termed  "signifi- 
cant deficiencies  in  quality  of  work  expe- 
rience, leadership,  and  student  consisten- 
cy throughout  the  class." 

That  wasn't  all.  McKinsey  was  also 
critical  of  the  school's  understaffed 
placement  office.  "Marketing  efforts 
and  service  lack  aggressiveness,  creativ- 
ity, consistency,  and  the  personal  touch 
to  effectively  satisfy  employer  and  stu- 
dent needs,"  the  report  said. 

To  Dean  Robert  E.  Witt,  these  are 
familiar  complaints.  In  recent  years,  he 
has  made  major  changes  to  the  program. 
The  McKinsey  study,  however,  shows 
that  Texas  still  has  a  way  to  go.  Witt 
has  also  unveiled  proposed  revisions  to 
the  basic  curriculum  from  an  internal 
MBA  task  force.  The  faculty  is  expected 


of  Witt's  top  lieutenants  also  attend, 
Tinsley  begins  the  session  by  urging 
the  school  to  be  far  more  aggressive  ii 
its  aspirations.  "You  have  to  avoid  incre 
mentalism,"  he  says.  "You're  not  th( 
only  school  worried  about  these  prob 
jems.  Other  schools  are  worried  in  ; 
more  convincing  fashion  or  are  farthe 
ahead  than  UT.  And  the  people  who  pa;! 
for  your  graduates  are  getting  more  so 
phisticated  about  how  they  recruit." 

Porter  then  weaves  through  McKin 
sey's  recommendations.  Texas,  shi 
notes,  relies  too  much  on  test  scores  an( 
undergraduate  grades  in  admitting  stu 
dents.  The  school  should  interview  mor 
applicants,  require  at  least  four  writtei 
essays  of  candidates — as  do  other  to] 
schools — instead  of  only  one,  and  us' 
second-year  students  to  review  the  appl 
cations.  Among  other  things,  she  urge 
more  staff  in  admissions,  placement,  am 
alumni  offices. 

Near  the  end  of  the  two-hour  meeting 
the  tone  of  the  session  becomes  mor 
critical.  The  McKinsey  consultants  te 


A  B-SCHOOL  GETS 
A  IMcKINSEY 


A  team  of  McKinsey  & 
Co.  consultants  spent  nearly 
4,000  hours  studying  the  MBA  market- 
ce  to  come  up  with  a  plan  to  move  the  University 
to  the  fop  tier.  Here's  what  they  recommended: 

►  Improve  screening  process  for  new  appliconts 

►  Admit  students  with  more  and  better  work  experience 

►  Revamp  and  update  MBA  program  to  lure  better  students 

►  Develop  information-technology  area  as  a  specialty 

►  Enhance  international  programs,  focusing  on  Mexico  and  Latin  America 

►  Upgrade  admissions,  placement,  and  alumni  offices 

►  Create  a  new  stand-alone  MBA  and  executive-education  facility 

►  Launch  a  fund-raising  drive  to  raise  a  $100  million  to  $150  million  endow- 
ment to  pay  for  the  improvement  program 


DATA:McKINSEY&(0. 


to  vote  on  these  changes  on  Nov.  20. 
This  final  meeting  in  late  September 
with  the  McKinsey  team  is  to  clarify  the 
program's  future  direction  and  how  ag- 
gressive the  administration  needs  to  be 
in  setting  that  vision. 
PAYBACK  TIME.  At  the  head  of  the  table 
sits  Witt,  a  mild-mannered  academic  who 
has  been  dean  of  the  B-school  for  eight 
years.  To  his  right  is  Tom  C.  Tinsley,  a 
Stanford  MBA  and  McKinsey  director 
who  has  racked  up  about  150  assign- 
ments for  the  consulting  firm  over  a  14- 
year  stint.  To  his  left  is  Suzanne  Porter, 
a  blue-suited  product  of  Texas'  MBA  pro- 
gram who  managed  the  assignment.  For 
Porter,  who  graduated  from  Texas  in 
1985,  the  assignment  is  a  chance  to 
give  back  something  to  an  institution 
that  helped  her  get  where  she  is.  Two 


the  deans  they  were  surprised  at  th 
tepid,  unaggressive  posture  of  th 
school's  draft  report  for  changing  th 
program.  For  example,  the  consultant 
believe  that  Texas'  proposed  missio 
statement — "to  produce  the  most  compi 
tent,  creative,  and  competitive  managei 
possible" — isn't  aiming  high  enougl 
"When  you  say  you're  going  to  do  som^ 
thing  as  well  as  possible,  it's  sort 
admitting  that  you  may  not  be  able  to  c 
it,"  says  Porter. 

But  the  consultants  also  agree  th; 
there  are  differences  between  the  corp 
rate  world  and  the  groves  of  academ 
Corporations,  Tinsley  notes,  embark 
change  efforts  by  launching  major  pr 
grams  with  catchy  names  and  issuiri 
marching  orders  to  thousands  of  manai 
ers  and  executives.  Universities,  on  tl 


THE  CORPORATl 


ther  hand,  are  more  democratic  inslitu- 
ion.s  with  strong-willed  and  often  frac- 
ious  faculties  that  don't  take  well  to 
eing  ordered  about.  Tinsley  gently  asks 
/hether  Witt  believes  he  has  the  full 
up])ort  of  the  faculty  behind  his  effort, 
'he  dean  agrees  that  some  professors 
re  "sitting  on  the  sidelines,"  but  he  also 
oncedes  he  hasn't  created  a  sense  of 
rgency  for  the  changes. 
That's  another  way  in  whicli  it  may  be 
asier  for  corporate  clients  to  undertake 
lajor  revampings.  A  corporation  can 
oint  to  slumps  in  profitability  or  market 
hare  to  underline  the  importance  of 
hange.  "If  you  can't  get  that  kind  of 
alvanizing  event  here,  it's  going  to  be 
ery  difficult,"  Tinsley  says.  Ultimately, 


Like  a  corporation,  the 
B-school  needed  a 
'galvanizing  event'  to  spark 
a  major  revamping 


le  conversation  focuses  on  the  need  for 
1  event  the  dean  can  use  to  energize 
is  institution  into  activity.  "Maybe  if 
3U  get  knocked  off  the  Top  20  list, 
3u'll  have  it,"  jokes  Porter,  as  gasps 
•U()t  throughout  the  room. 
MITED  SCOPE.  Three  weeks  later,  Por- 
ir's  joke  becomes  an  unfortunate  reali- 
Texas  drops  off  BUSINESS  week's 
op  20  ranking  because  of  a  lackluster 
lowing  in  the  magazine's  survey  of  cor- 
>rate  recruiters.  The  student  newspa- 
3r's  headline  that  week  is  "Goodbye 
op  20!"  "This  is  unbelievable,"  one  dis- 
funtled  student  is  quoted  as  saying.  "I 
lould  have  gone  to  Michigan." 
For  the  McKinsey  consultants,  the  as- 
gnment  was  a  chance  to  revisit  the 
)rt  of  institution  in  which  they  were  all 
irged — and,  in  turn,  to  use  their  real- 
orld  perspective  to  reshape  that  insti- 
ition.  But  Tinsley  later  admits  that  the 
)nsultants'  corporate  experience,  while 
?lpful,  has  some  limits  when  applied  to 
1  assignment  for  a  university.  "The  im- 
ementation  of  this  one  will  be  trickier, 
icause  the  ability  to  know  whether 
)u're  succeeding  is  more  difficult,"  he 
lys.  "I  just  hope  they  stay  committed 
i  the  vision  of  improving  the  program." 
For  their  part.  Dean  Witt  and  his  team 
ly  they're  pleased  with  McKinsey's 
udy.  "They  offered  us  valuable  in- 
ghts,  guidance,  and  opportunity,"  says 
ic  Arnold,  an  associate  dean.  One  way 
•  another.  Dean  Witt  has  had  his  galva- 
zing  event.  Now,  he  and  his  adminis- 
ators  will  have  to  use  it  to  implement 
cKinsey's  raft  of  recommendations  to 
ake  UT  a  top-tier  business  school  again. 
By  John  A.  Byrne  in  Austin.  Tex. 
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BUSINESS  WEEK 
SUBSCRIBERS 

We  make  it  our  mission  here  at  Business  Week  to  provide 
an  editorial  product  that  offers  business  news  and  devel- 
opments delivered  in  an  insightful  and  timely  fashion. 
We  strive  to  find  ways  to  help  you  excel  in  your  business 
and  personal  pursuits. 
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PROFIT    BY  IT 


Get  Relief  From  j 
Back  &  Neck  Pain 

A  Conservative  Tlierapy, 
Comprehensively  Applied 

Vic  Back  Mad  line'  ^'  combines  the  most  effective  ways 
to  attain  relief  from  back  and  neck  pain  into  one  easy  to 
use,  safe  unit  designed  to  help  you  return  to  a  more  nomial, 
pam  free  life.  And  it  feels  gocxi,  even  if  you  hurt. 
How  Tlic  Back  Macltiiw  Works: 

•  AAnssage -So(t  rollers  massage  muscles,  increasing 
circulation,  reducing  miuscle  spasm,  tension  and  stress. 

•  Stretching  -  Muscles  are  passively  stretclied,  increasing 
flexibility  and  reducing  pain. 

•  Traction  -  Mild  traction  restores  spine  lengtli  and  pliability, 
relieving  disc  pressui'e. 

•  Mohilizntioii-  Restoration  of  movement  cxxairs  and  promotes 
alignment  of  tlie  spine. 

Five  Years  of  Qinical  Use 
Tested  by  dociors,  physical  therapists,  and 
cl-iiropractors,  Tiic  Back  Mncliiiie  has  proven 
safe,  effecti\'e,  and  comfortable. 
60-Day  Home  Trial 


^1 


f 


We're  so  confident  you'll 
experience  back  pain 
reUef  tliat  we  offer  Tlie 
Back  hAachine  with  an 
unconditional  6CVday 
monevback  guarantee. 
Call  or  Write  Today  For  FREE 
BROCHURE  AND  VIDEO 

1-800-433-5599 


□YES!  1  want  to  relieve  my  back  pain. 
Please  send  me  a  FREE  brochure  and  Video. 

□  VHS    □  BETA 
Name   


Address 
City  _ 
State 


 Zip 

Evening  Phone  ( 


) 


Back  Technologies 

2323  West  Casino  Road  •  Ev'erett,  WA.  98204 
1-800-433-5599 
9  mi  Back  Technologies  Inc.  Dept.  704 
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STRATEGIES  I 


RAYTHEON'S  STRATEGY:  GUNS 
AND  LOTS  MORE  BUTTER 


Can  its  beefed-up  nonmilitary  units  make  up  for  arms  cuts? 


These  days,  most  defense 
executives  are  trying  to 
salvage  their  companies 
with  dramatic  shifts  in  strate- 
gy. Their  tactics  range  from 
putting  every  business  on  the 
block  for  the  right  price  (Gener- 
al Dynamics  Corp.),  to  buying 
more  arms  assets  (Loral  Corp.) 
to  working  to  convert  defense 
technologies  to  civilian  busi 
nesses  (just  about  everyone 
else).  In  this  crowd,  Dennis  J. 
Picard,  chairman  of  Raytheon 
Co.,  the  No.  5  defense  contrac- 
tor, has  a  novel  philosoijhy: 
Stay  the  course. 

Since  1965,  the  Lexington 
(Mass.)  company  has  tried  to  keep  its 
business  about  evenly  divided  between 
defense  and  commercial  operations.  The 
nation's  largest  missile  maker  also  owns 
Beech  commercial  aircraft,  three  appli- 
ance units,  and  four  energy  and  environ- 
mental construction  operations.  This 
eclectic  mixture  has  produced  high  sin- 
gle-digit sales  and  earnings  increases  for 
seven  years.  And  through  the  first  nine 
months  of  1992,  profits  are  up  77' ,  to 
$465  million,  though  sales  dropped  3''J,  to 
$6.7  billion,  mainly  because  of  falling  or- 
ders for  the  Patriot  missile  of  gulf  war 
fame.  Cowen  &  Co.,  the  Boston  broker, 
figures  that  commercial  business  now 
accounts  for  42'a  of  total  sales  (chart). 
SCOUTING  MISSION.  It's  true  that  Ray- 
theon still  earns  H)'.''  of  its  profits  from 
defense.  To  boost  nonmilitary  margins, 
analysts  have  long  urged  the  company 
to  sell  its  flagging  appliance  operation — 
the  nation's  fifth-largest  with  brands 
that  include  Amana,  Caloric,  and  Speed 
Queen — and  reinvest  the  proceeds  in 
more  profitable  businesses.  But  Raythe- 
on argues  that  improvement  lies  just 
ahead.  "We're  looking  for  diversity  built 
over  25  years  to  now  pay  off,"  says  Se- 
nior Vice-President  George  W.  Sarney. 
Investors  aren't  impressed:  At  $43  a 
share,  the  stock  is  at  a  modest  eight 
times  estimated  1993  earnings. 

Picard's  response:  Keep  making  guns 
and  churn  butter  out  faster.  His  five- 
year  plan  is  to  double  the  size  of  the  $1.7 
billion  energy  and  environmental-ser- 
vices unit,  which  specializes  in  cleaning 
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up  power  plants,  a  booming  field  be- 
cause of  new  clean-air  rules.  He  also 
thinks  he  can  nearly  double  Beech's  $1.1 
billion  in  revenues  by  increasing  sales  to 
commuter  airlines.  And  he  plans  to  boost 
appliance  sales  by  607'  based  on  big  in- 
vestments in  products  and  plants. 
The  thinking  is  that  profits  must  inev- 


RAYTHEON'S  COMMERCIAL 
BUSINESS  IS  LARGE... 

□  DEFENSE  ELEORONICS    U  ENERGY/ENVIRONMENTAL 

□  COMMERCIAL  AIRCRAFT  □  APPLIANCES 

1992  SALES  ESTIMATE 
$9.2  BILLION 


...BUT  NOT  AS  PROFITABLE 
AS  DEFENSE 

1992  OPERATING  INCOIVIE  ESTIMATE* 
$1,094  MILLION 


•EXCLUDING  INIERESI  AND  CORPORATE 
ADMINISTRATIVE  EXPENSES 


DATA:  COWEN  S  CO. 


ital)ly  follow.  Raytheon  has  poured  $173: 
million  into  new  appliance  plants  and 
equipment  in  the  past  three  years.  Rob- 
ert L.  Swam,  a  former  Black  &  Decker 
Corp.  executive  who  i-ecently  took  con- 
trol of  the  unit,  says  this  spending,  plus 
consolidation  and  cost-cutting  at  Caloric, 
will  help  boost  operating  margins  fromj 
1.17  to  nearly  57'  by  1997. 

Meanwhile,  Raytheon  is  scouting  ac- 
ciuisitions,  including,  says  Sarney,  s 
"modest-sized"  engineering 
firm  that  analysts  speculate 
will  add  about  $500  million  tc 
sales  in  the  energy  and  environ 
mental  group.  If  the  deal  is 
done,  Sarney  adds,  it  will  meei 
Raytheon's  conservative  crite 
ria  that  acquisitions  must  im 
mediately  boost  profits — with 
out  adding  to  the  company's 
manageable  $1  billion  debt. 
'AGILE.'  Picard  isn't  giving  uj 
on  arms  making,  of  course 
He's  looking  for  acquisitions 
there,  too,  but  is  wary  of  over 
paying.  Raytlieon  lost  a  bid  ear 
Her  this  year  for  General  Dy 
namics'  missile  and  commercial 
aircraft  businesses. 
Failing  a  major  acquisition,  Picarc 
hopes  that  higher  foreign-arms  orders 
can  balance  out  lower  domestic  sales 
For  example,  he  is  close  to  completing  } 
Patriot-missile  deal  with  Saudi  Arabif 
that  could  mean  $1.7  billion  in  business 
through  1996.  Picard  expects  foreigi 
sales  to  increase  to  40'/'  of  Raytheon'; 
defense  business  over  the  next  five 
years,  from  207'  now.  At  home,  he  is 
counting  on  the  unit's  strength  in  de 
fense  electronics — a  strong  business  be 
cause  the  services  constantly  upgrad* 
components  of  older  weapons — to  cush 
ion  the  blow  of  government  cuts 
"Raytheon  is  an  agile  company  that  wil 
handle  this  transition  better  than  mos 
[defense]  companies,"  agrees  Gordoi 
Adams,  dii'ector  of  the  Defense  Budge 
Project,  a  Washington  research  group. 

A  number  of  critics  wonder  if  Raythe 
on  isn't  being  too  sanguine  about  it 
challenges.  Whirlpool  and  Maytag  alsi 
are  investing  heavily  in  upgrading  thei 
appliance  plants.  As  for  defense,  say 
Robert  Paulson,  McKinsey  &  Co.'s  direc 
tor  of  aerospace  consulting,  "the  grouni 
underneath  them  is  shaking."  Some  cor 
sultants  argue  that  Raytheon  shoul 
downsize  sharply  before  defense  cut 
bite  deeper. 

It  should  be  clear  soon  who  is  right 
Raytheon  diversified  on  the  theory  tha 
a  balance  would  help  when  defense  oi 
ders  dropped.  They  have.  And  now,  th 
commercial  businesses  will  have  to  sho) 
what  they've  got. 

By  Geoffrey  Smith  in  Bosto 
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This  announcement  is  neither  an  offer  to  sell  nor  a  solicitation  of  an  offer  to  buy  any  of  these  Securities. 

The  offer  is  made  only  by  the  Prospectus. 

$1,134,275,000 

CmCORPO^ 

76,900,000  Depositary  Shares 

Representing 

Preferred  Equity  Redemption  Cumulative  Stock™ 

PERCS™ 

Each  Depositary  Share  represents  one-tivelfth  of  a  share  of  Conversion  Prefeired  Stock,  Series  15 
(Preferred  Equity  Redemption  Cumulative  Stock  ^^'—PERCS  '^'V  and  will  automatically  conveii  into  one  share, 
subject  to  adjustment,  of  Common  Stock  of  the  Company  on  November  30, 1995,  subject  to  prior  redemption. 


Price  $14^4  a  Depositary  Share 

Copies  of  the  Prospectus  may  be  obtained  i)i  any  State  from  only  such  of  the 
undersigned  as  may  legally  offer  these  Securities  in  compliance 
with  the  securities  lau>s  of  such  State. 

MORGAN  STANLEY  &  CO. 

Incorporated 

BEAR,  STEARNS  &  CO.  INC.  THE  FIRST  BOSTON  CORPORA  TION 

CREDIT  L  YONNAIS  SECURITIES  (USA )  INC.  DAIWA  SECURITIES  AMERICA  INC. 

DONALDSON,  L  UFKIN  &  JENRETTE    A .  G.  ED  WA RDS  &  SONS,  INC.    GOLDMAN,  SA CHS  &  CO. 
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PRUDENTIAL  SECURITIES  INCORPORA  TED  SALOMON  BROTHERS  INC 

SBCI  SWISS  BANK  CORPORA  TION  SMITH  BARNEY,  HARRIS  UPHAM  &  CO. 
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SOCIETE  GENERA  LE  UBS  SECURITIES  INC. 

Securities  Corporation 

S.G.  WARBURG  SECURITIES  DEAN  WITTER  REYNOLDS  INC. 
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BEWARE,  BULLY-BOY 
BILL  COLLECTORS 


Consumer  complaints  of  abusive  tactics  have  roused  lawmakers 


Ui 


ntil  1989,  Carver  H.  Jones  de- 
scribed himself  as  a  typical  Yup- 
pie, complete  with  BMW,  Rolex, 
and  generous  credit  lines.  Then,  his 
Houston-based  business  folded.  An  auto 
accident  left  him  unable  to  work.  And 
the  phone  started  ringing.  In  a  constant 
barrage  of  phone  calls,  Jones  says, 
"screaming  and  yelling"  bill  collectors 
threatened  to  tell  the  Internal  Revenue 
Service  he  had  committed  fraud  on  his 
tax  returns,  have  him  "picked  up"  by 
the  local  authorities,  garnishee  his  wife's 
wages,  and  damage  his  professional  rep- 
utation. "If  you  had  told  me  years  ago 
that  debt  collectors  treated  people  this 


JONES:  "SCREAMING"  THREATS  TO 
HAVE  HIM  "PICKED  UP"  BY  AUTHORITIES 


way,  I  would  have  thought  you  were 
exaggerating,"  says  Jones.  "You  have  to 
experience  it  to  believe  it." 

Jones's  ordeal  is  hardly  unique  these 
days.  Complaints  to  the  Federal  Trade 
Commission,  which  enforces  the  federal 
Fair  Debt  Collection  Practices  Act,  have 
doubled  since  1990.  State  attorneys  gen- 
eral, who  are  also  reporting  increases, 
are  pursuing  complaints  more  vigorous- 
ly. They  have  taken  action  against  such 
high-profile  targets  as  a  unit  of  ITT  Fi- 
nancial Corp.  and  a  collection  agency 
used  by  American  Express  Co.  The 
House  Banking,  Finance,  and  Urban  Af- 
fairs Committee's  subcommittee  on  con- 
sumer affairs  recently  held  hearings  to 
"examine  growing  complaints  of  decejj- 


tive  and  abusive  debt  collection  tactics." 
Now,  it's  drafting  revisions  in  the  feder- 
al law.  Although  the  present  law  im- 
poses restrictions  on  collection  agencies, 
it  has  significant  loopholes. 

The  current  economic  slump  is  behind 
the  surge  of  collection  activity.  Millions 
of  debt-ridden  consumers  have  fallen  be- 
hind on  bill  payments.  Beset  with  waves 
of  defaults  and  bankruptcies,  creditors 
are  turning  accounts  over  to  collection 
agencies  earlier  and  encouraging  them 
to  collect  more  from  customers  who  may 
still  be  able  to  pay.  Says  Robert  A.  Sher- 
man, chief  of  the  Massachusetts  Attor- 
ney General's  Consumer  Protection  Div.: 
"It  boils  down  to  trying  to  put  as  much 
pressure  as  possible  on  the  consumer  to 
squeeze  out  that  last  dollar." 
'ROCKING  ALONG.'  Executives  in  the 
debt-collection  business  discount  the  se- 
verity of  the  problem.  "The  collection 
industry  is  not  becoming  vicious,"  says 
Charles  D.  Bertrand,  president  of  the 
3,600-member  American  Collectors  Assn. 
and  owner  of  a  Houston  agency.  "It's 
just  rocking  along  the  way  it  has  always 
done."  Complaints  are  up,  he  says,  not 
because  there  are  necessarily  more  vio- 
lations, but  because  white-collar  workers 
having  their  first  contact  with  collectors 
are  more  sensitive  to  the  calls. 

"The  vast  majority  of  companies  are 
doing  a  good  job  at  abiding  by  the  law," 
says  Sherman.  But  he  adds  that  com- 
plaints in  his  state  jumped  TO'X  in  two 
years.  Part  of  the  problem,  says  one 
agency  executive,  is  that  this  is  "very 
much  a  Mom-and-Pop  industry.  Most 
companies  are  run  by  individuals  who 
. . .  follow  practices  that  were  acceptable 
at  some  time  and  may  not  be  today.  It 
takes  time  to  change  that  culture." 

The  alleged  abuses  range  from  annoy- 
ing to  unconscionable.  Common  com- 
plaints center  on  repeated,  same-day 
calling  and  obscene  language.  Others  in- 
volve calls  to  third  parties,  such  as  co- 
workers, family,  or  neighbors.  That's 
what  happened  to  Sandy  Griffin,  an  out- 
of-work  single  mother  living  in  Mill  Val- 
ley, Calif.  After  25  years  of  keeping  uji 
on  payments  on  a  charge  card,  she  fell 


behind.  Constant  phone  calls  from  a  debt 
collector  were  irritating.  But  then,  Grif- 
fin's neighbor  ran  up  to  her  with  an 
"emergency"  message  to  call  her  debt 
collector.  "I  was  embarrassed.  I  was  hu- 
miliated. It  was  completely  over  my 
boundaries,"  says  Griffin. 

Other  reported  abuses  are  using  eth- 
nic and  racial  slurs  and  threatening  de- 
portation and  jail.  The  most  egregious 
involve  children,  says  Sherman.  "We've 
had  complaints  where  children  were  told: 
'We're  watching  your  house,'  or  where  a 


IF  YOUR  PHONE 
RINGS . . . 


I  earing  from  a  debt  collector  is 
exactly  a  pleasant  experience.  Bi 
I  you  get  such  a  call,  knowing 
ground  rules  can  make  the  experience  ; 
less  intimidating. 

Federal  law  sets  broad  guidelines 
how  debt  collectors  may  operate.  They 
not  contact  you  at  "unreasonable  time 
places,"  such  as  before  8  a.m.  or  a 
9  p.m.,  and  cannot  make  repeated  pi 
calls  to  annoy  you.  If  you  have  an  attor 
you  can  direct  the  collector  to  him  or  he 
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hild  answers  the  phone  and  says  his 
ad  is  not  in  and  the  collector  says: 
Don't  you  know  it's  a  sin  to  lie?'  " 
Rather  than  simply  go  after  abusive 
ebt  collectors,  state  attorneys  general 
re  targeting  creditors  and  their  in- 
ouse  collectors,  which  are  not  covered 
y  the  FDCPA  but  may  be  subject  to  state 
iws.  State  laws  are  often  broader  and 
lore  stringent  than  the  federal  statute, 
'he  Wisconsin  Justice  Dept.  recently 
ettled  a  case  with  ITT  Consumer  Finan- 
ial  Corp.,  a  subsidiary  of  ITT  Financial 


lon't  have  one,  the  collector  may 
;t  other  people,  such  as  family 
iers,  to  find  out  where  you  live  and 
But  in  most  instances,  the  collector 
disclose  the  purpose  of  the  call.  The 
:or  is  not  allowed  to  call  you  at 
if  your  employer  disapproves.  As  a 
:tive  measure,  note  when  calls  were 
and  what  was  said,  advises  Robert 
)bs,  deputy  director  of  the  National 
mer  Law  Center  in  Boston, 
hin  five  days  after  contacting  you, 
'Hector  must  send  a  written  notice 
I  how  much  you  owe,  who  the 
)r  is,  and  what  to  do  if  you  don't 
you  owe  the  money.  If  you  don't 
le  money,  send  a  letter  stating  that 
collection  agency  by  certified  mail 


\NCE 


Corp.,  which  is  a  consumer  lender  cov- 
ered under  Wisconsin's  debt-collection 
law.  Its  collectors  allegedly  used  abusive 
language  and  made  calls  to  a  consumer's 
family  or  employer,  illegally  identifying 
themselves  as  debt  collectors.  The  com- 
pany, which  paid  a  $1.3  million  penalty, 
denied  violating  the  law. 

The  FTC  recently  wrapped  up  what  it 
calls  a  precedent-setting  action  against 
American  Family  Publishers,  a  seller  of 
magazine  subscriptions.  The  FTC  said 
AFP  violated  the  Federal  Trade  Commis- 


sion Act  "when  it  hired  collection  firms 
and  knowingly  approved  or  assisted 
their  use  of  deceptive  debt  collection 
practices."  The  FTC  said  AFP  knew  its 
collection  agency  was  sending  out  let- 
ters falsely  claiming  that  it  intended  to 
file  suit,  which  violates  the  FDCPA.  Un- 
der the  consent  agreement,  AFP  must 
monitor  its  debt  collectors  more  closely. 
'TOO  VAGUE.'  American  Express,  a  big 
user  of  collection  agencies,  has  also 
heard  from  enforcement  agencies.  After 
receiving  complaints  from  AmEx  card- 
holders, the  Massachusetts  Attorney 
General's  office  notified  Capital  Credit 
Corp.,  a  collection  agency  used  by 
AmEx,  that  it  intended  to  file  suit.  The 
complaints  included  reports  that  Capital 
Credit  employees  had  told  third  parties 
about  consumers'  debts  and  threatened 
debtors  that  they  would  be  thrown  in  jail 
for  not  paying  their  debts.  The  Attorney 
General  negotiated  a  $144,000  settlement 
with  Capital  Credit  and  asked  AmEx  to 
sign  an  agreement  stating  that  it  would 
monitor  the  agencies  it  uses  more  close- 
ly. Says  an  AmEx  spokeswoman:  "We 
have  stepped  up  our  monitoring  of  col- 
lection agencies  and  now  contractually 
obligate  collectors  to  tell  us  about  com- 
plaints, so  we  won't  end  up  in  a  situation 
like  that  again."  AmEx  has  stopped  us- 
ing the  agency.  Capital  Credit  did  not 
admit  any  wrongdoing. 

Consumer  advocates  hope  the  atten- 
tion being  paid  to  collectors  will  lead  to  a 
revised  federal  law  that  is  more  specific 
and  broader  in  scope.  The  act,  says  Sher- 
man, is  "too  vague.  It  outlaws  harassing 
conduct,  but  what's  harassment?" 

Until  the  federal  law  is  strengthened 
and  the  industry  learns  how  to  do  a  bet- 
ter job  policing  itself,  bill  collectors 
themselves  can  expect  more  harass- 
ment— from  angry  consumers  and  in- 
creasingly determined  regulators. 

By  Suzanne  Woolleij  in  Ncir  York 


than  federal  law  or  extend  coverage  to 
more  kinds  of  companies.  While  federal 
law  covers  only  third-party  collectors, 
some  ate  laws  cover  a  creditor's  in- 
house  collectors. 

Suing  is  also  an  option,  albeit  one  that 
many  people  with  financial  worries  don't 
find  attractive.  You  can  sue  a  collector  in 
state  and  federal  court  within  a  year  of 
the  violation.  Under  federal  law,  if  you 
win,  the  court  can  award  any  actual  dam- 
ages suffered  plus  any  extra  amount  up 
to  $1,000.  Court  costs  and  attorney's  fees 
can  also  be  recovered. 

For  a  brochure  on  your  rights,  write  to 
Public  Reference  Branch,  Federal  Trade 
Commission,  Washington,  D.  C.  20580. 

By  Suzanne  Wool  ley  in  New  York 
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within  30  days.  Unless  the  agency  sends 
proof  of  the  debt,  it  is  barred  from  get- 
ting in  touch  with  you  again.  Even  if  you 
do  owe  the  money,  the  agency  must  stop 
contacting  you  if  you  write  and  tell  it  to 
do  so.  The  agency  may  contact  you  again 
if  a  specific  action  is  planned,  such  as 
filing  a  suit.  Remember  that  collectors 
cannot  falsely  imply  they  are  attorneys 
or  government  representatives  or  falsely 
suggest  that  you  committed  a  crime. 
MEDIATION  TIME.  What  if  you  think  your 
rights  are  being  violated?  The  Federal 
Trade  Commission  and  attorneys  general 
usually  don't  handle  individual  cases  but 
will  act  if  they  see  a  pattern  of  abuse. 
Many  states  have  their  own  debt-collec- 
tion laws,  which  may  be  more  specific 
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BANKING  I 


FIRST  CITY  GOES  DOWN 
FOR  THE  SECOND  TIME 


Rescued  again  by  the  feds,  the  Texas  bank  still  hopes  to  bag  a  buyer 


First  City  Bancorporation  has  the 
dubious — and  perhaps  unique — dis- 
tinction of  being  a  two-time  loser. 
On  Oct.  30,  for  the  second  time  in  four 
years,  regulators  have  had  to  rescue  the 
Houston-based  bank  holding  company. 
First  City  Bancorporation  of  Texas  Inc. 
was  in  1988  among  a  series  of  major 
Texas  banks  that  collapsed.  The  later 
failures  got  taken  over  by  larger  entities 
and  are  faring  quite  well.  But  at  First 
City,  which  has  $8.8  billion  in  assets, 
everything  that  could  go  wrong  with  its 
rescue  did. 

It  almost  seems  as  if  fortune  singled 
out  First  City  for  punishment.  The  initial 
collapse  resulted  from  the  mid-1980s' 
plunge  in  oil-and-gas  prices.  That 
slammed  Texas,   flattening  First  City 


Robert  Abboud,  the  hard-charger  who 
took  over  in  1988.  After  a  brief  earnings 
surge,  the  red  ink  began  gushing,  with 
$224  million  in  losses  last  year  and  al- 
most as  much  expected  in  1992  (chart). 

After  tossing  out  Abboud  in  1991,  the 
bank's  board  cobbled  together  a  plan  to 
turn  the  place  around  by  selling  off  sub- 
sidiaries, negotiating  cheaper  leases,  and 
raising  $100  million  in  fresh  capital  via  a 
stock  sale.  "We  certainly  had  no  indica- 
tion the  regulators 
didn't  like  our  plan,"  la- 
ments board  member 
Ralph  S.  O'Connor. 

The  feds'  action,  just 
four  days  before  the 
Presidential  balloting, 
has  inspired  an  enticing 


FIRST  CITY'S 
ROLLER  COASTER 


1,200  ^-M^B^B^BMi 

•86  '87    '88   '89    '90    '91  92 
A  MILLIONS  OF  DOLIARS  EST. 

DATA:  (OMPANy  REPORTS,  BW 


office  of  the  CumptroUer  of  the  Curren 
cy  and  the  Federal  Deposit  Insurance 
Corp.,  are  Republican  appointees. 

Indeed,  regulators  maintain  that  they 
moved  only  because  their  annual  exami- 
nation, which  started  in  September,  un- 
covered mounting  loan  losses.  They  or- 
dered First  City  to  immediately  and 
dramatically  increase  loan-loss  reserves! 
for  its  Houston  subsidiary.  But  the  bank] 
was  unable  to  comply.  Its  capital-raising 
plan  would  have  taken  until  December 
at  the  earliest  to  get  results,  and  regula- 
tors doubted  it  could  come  up  with 
enough  capital.  Says  an  official  with  the 
comptroller's  office:  "It's  too  dangerou; 
to  leave  an  insolvent  bank  sitting 
around."  So  the  feds  pounced.  This  time 
the  rescue  will  cost  $500  million  in  feder- 
al funds. 

LUCKLESS  VENTURES.  Could  a  double  dip 
have  been  avoided?  Another  reason  tht 
other  Texas  problem  banks  succeeded 
was  that  the  govern 
ment  assumed  their  bad 
loans.  First  City  had  tc 
keep  its  lousy  portfolio 
The  feds  did  kick  ir 
$970  million  to  covei 
past  losses,  but  "thej 
didn't  get  the  monej 
they  needed  to  cover 
the  hole,"  says  Dalla: 
consultant  Anthony 
Montelaro.  A  total 


and  other  major  Lone  Star  State  banks. 
The  others,  though,  benefited  from  deep- 
pocketed  buyers  who  steered  them  away 
from  flamboyant,  big-time  lending  to- 
ward more  Conservative  banking  prac- 
tices. The  upshot  is  that  the  1980s'  fail- 
ures or  near-failures,  such  as  MCorp 
(taken  over  by  Banc  One),  First  Repub- 
licBank  (NCNB),  and  Texas  Commerce 
Bancshares  (Chemical  Banking),  have 
weathered  the  national  recession  quite 
nicely.  But  First  City  suffered  from  an 
unwisely  aggressive  strategy  under  A. 


conspiracy  theory.  "Obviously,  it  had 
something  to  do  with  the  election,"  says 
Hugh  M.  Ray,  an  attorney  for  a  First 
City  bondholders'  group,  which  has  peti- 
tioned a  Dallas  court  to  force  the  hold- 
ing company  into  Chapter  11.  Under  the 
political  scenario,  career  regulators 
didn't  want  to  be  pilloried  by  a  Clinton 
Administration  for  holding  off  the  bad 
news — in  a  state  crucial  to  President 
Bush — until  after  the  voting.  The  feds 
scoff  at  the  idea,  noting  that  the  chiefs 
of  the  two  bank  regulatory  agencies,  the 


o: 
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$1.4  billion  would 
been  required. 
Still,  First  City  mighi 
have  muddled  through — if  it  hadn't  beer 
saddled  with  Abboud's  bold  and  luckless 
ventures.  Longtime  Chicago  banker  Ab 
boud,  who  couldn't  be  reached  for  com 
ment,  promised  investors  fast  growtl 
and  rich  returns.  The  investment  grou{ 
ponied  up  $500  million  to  fund  his  ambi 
tions.  But  he  couldn't  find  many  promis 
ing  deals  in  the  weak  Texas  economy 
His  solution:  leveraged  buyouts  and  di 
cey  deals.  Unfortunately,  a  passel  o; 
loans  to  such  supposed  worthies  a; 
Drexel  Burnham  Lambert,  Circle  K 
Federated  Department  Stores,  and  Gar 
finckel's  went  bye-bye  when  they  filec 
for  bankruptcy. 

Other  banks  are  interested  in  Firs 
City's  twice-felled  carcass,  reasoning 
that  a  long-awaited  Texas  upturn  wil 
provide  lucrative  opportunities.  The  rea 
enticement  for  bidders  is  federal  aid 
Some  13  of  its  20  subsidiaries  are  profit 
able,  and  First  City  could  be  sold  of 
piecemeal.  At  least  five  banks  are  eye 
ing  a  bid.  "We're  certainly  interested 
a  government-assisted  transaction,' 
says  Chemical  spokesman  Kennetl 
Herz.  At  First  City,  it's  try,  try  again. 

By  Stephanie  Anderson  Forest  in  Dallat 
with  Mike  McNarnee  in  Washington 
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RKETS  &  INVESTMENTS! 


iURE-SHOT 
HORTS 

lort  sellers  are  hitting 

e  right  stocks  at  the  right  time 

Mith  the  stock  market  in  a  state 
I^SM  of — pardon  the  expression — 

W^m  gridlock,  some  smart  inves- 
•s  are  making  money  by  picking  the 
5t  stocks  not  to  own.  That  shadowy 
ire  of  naysayers,  the  short  sellers,  is 
Lging  a  remarkable  comeback.  Even 
)ugh  the  market  has  avoided  major 
:lines  and  has  eked  out  an  overall 
in,  short  selling  partnerships  have 
;n  their  portfolios  rise  by  a  handsome 

through  the  third  quarter, 
rhe  advances  made  by  the  shorts  arc 
;riumph  of  adroit  stock-picking  undei- 
verse  circumstances.  Short  selling  is 
;  sale  of  borrowed  stock,  in  the  hope 
making  money  by  buying  it  back  at  a 
ver  price.  Although  short  selling 
Ties  into  its  own  during  major  market 
;backs,  shorts  have  lately  been  mak- 
;  money  not  by  timing  the  overall 
irket  but  by  propitious  sector-selec- 
n.  In  contrast  to  1991,  when  net  asset 
lues  of  short-selling  partnerships  fell 
more  than  307f ,  in  counterpoint  to  the 
irket's  rise,  shorts  this  year  are  in  the 
ht  stocks  at  the  right  time.  Short  sell- 
i  have  nimbly  capitalized  on  declines 
biotechnology,  health  care,  real  estate, 
d  banking.  "There  has  been  some 
ge  volatility  in  these  stocks,  and 
?y've  been  cashing  in,"  says  Harry 
•unk,  a  Palm  Beach  (Fla.)  investment 
isultant  who  tracks  short  sellers. 
riCENCE.  Despite  their  recent  success, 
art  sellers  remain  bloodied.  Short  part- 
rships  are  still  feeling  the  effects  of 
?  1991  massacre,  which  saw  a  dramat- 
change  in  the  short-seller  pecking  or- 
r.  Since  the  early  '80s,  the  most  visible 
3rt  sellers  have  been  the  Feshbach 
others  of  Palo 
to,  Calif.  The 
shbachs'  flagship 
ftnership  declined 
'/o  in  '91  and,  Wall 
•eet  sources  say, 
1  a  further  0.39; 
•ough  Sept.  30 — 
.king  them  one  of 
;  few  shorts  to 
stain  losses  this 
ar.  With  their 
dings  said  to  have 
len  from  nearly  $1 
ion  in  1990  to  $150 
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HOLLAND:  HIS  PICKS  WERE  LARGE-CAP  PHARMACEUTICALS 
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million,  as  investors  fled,  they  have  been 
supplanted  as  the  nation's  largest  shorts 
by  New  York  money  manager  James 
Chanos,  who  manages  $550  million  in 
short  portfolios.  Chanos  and  the  Fesh- 
bachs  declined  to  be  interviewed  for  this 
story. 

Such  reticence  is  understandable: 
Nowadays,  most  short  sellers  work  for 
nothing.  They  get  the  bulk  of  their  in- 
come from  performance  fees,  usually 
about  157f  of  profits.  But  most  partner- 
ship agreements  don't  allow  short-fund 
managers  to  draw  fees  until  they've  re- 
couped any  losses.  Since  short  partner- 
ships fell  so  sharply  last  year,  the  aver- 
age fund  must  climb  by  an  additional 
25'/'  before  it  can  draw  performance  fees 
again.  Thus,  capital 
preservation  is  para- 
mount. "For  the 
most  part,  nobody 
got  paid  this  year — 
it's  still  lean  times. 
So  they're  a  lot  more 
gun-shy  than  they 
were  in  '91,"  says 
Mike  Long,  whose 
hedge  fund,  Rock- 
bridge Partners, 
tracks  and  invests  in 
short  sellers.  Market 
gains  in  October  cut 


SELLERS 
REBOUND 


into  short-.seiler  profits, 
accentuating  the  need 
to  reduce  risk  by  diver- 
sification and  less  use 
of  leverage. 

But  even  though  they 
have  done  well  and  are 
becoming  more  conser- 
vative, shorts  are  still 
coming  up  short  at  a 
longtime  goal — attract- 
ing institutional  inves- 
tors. Pension  funds  and 
endowments  remain 
wary  of  putting  money 
into  short  funds.  Some 
tested  the  short  waters 
toward  the  end  of  1990, 
but  that  was  bad  tim- 
ing. "Every  institution 
that  went  into  short 
selling  has  lost  money," 
notes  Michael  Murphy, 
a  San  Francisco  short 
seller  and  editor  of  the 
Overpriced  Stock  Ser- 
vice newsletter. 
HOT  PKKS.  Still,  shorts 
are  trying  hard  to  make 
institutions  more  com- 
fortable with  bearish 
strategies.  One  money 
manager.  New  York's 
Leuthold  Weeden  &  As- 
sociates, has  created 
an  institution-oriented 
short  portfolio  of  about 
50  large-capitalization  stocks,  selected 
through  13  computer  screens.  "It  has  a 
bias  toward  stocks  with  $1  million  in 
trading  volume  a  day.  That  way,  you 
don't  have  any  problem  with  short 
squeezes,"  says  John  K.  Holland,  the 
firm's  president.  In  a  short  squeeze,  bro- 
kerages or  investors  make  short  sellers 
buy  back  the  stocks  they  have  borrowed, 
pushing  up  the  price  and  hurting  the 
shorts.  Short  squeezes  are  difficult  to 
engineer  in  large-cap  stocks. 

Holland's  fund  made  money  by  short- 
ing large-cap  pharmaceutical  stocks  such 
as  U.  S.  Surgical  and  T2  Medical.  Gener- 
al Motors  Corp.  was  another  well-timed 
pick.  Likewise,  Murphy  also  aims  for  big 
game.  Although  his  newsletter  strives  to 
identify  marginal  small  companies  and 
scored  big  with  ill-fated  retailer  Cascade 
International,  Murphy's  bread-and-but- 
ter picks  are  large-cap  stocks.  He  recent- 
ly covered  short  positions  in  major  bro- 
kerages such  as  Salomon  Inc.  and  Bear, 
Stearns  &  Co.,  and  his  recommendations 
are  top-heavy  with  banks,  such  as  Chase 
Manhattan  Corp.  and  BankAmerica 
Corp.  "I  think  a  lot  of  people  are  short- 
ing cyclical  disappointments,"  observes 
Murphy.  True.  But  if  the  market  stages 
a  postelection  rally,  shorts  will  have  a 
long  wait  for  their  next  paycheck. 

By  Gary  Weiss  in  New  York 
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'THERE'S  NO  BAD  RISK, 
JUST  A  BAD  PRICE' 


How  nimble  auto  insurers  are  making  a  bundle 


ad  driving  records.  Poor  credit 
risks.  Spotty  job  histories.  That  is 
a  good  description  of  the  custom- 
er base  of  Integon  Corp.,  a  Winston- 
Salem  (N.  C.)  automobile  insurer  that 
specializes  in,  and  makes  big  profits 
from,  risks  that  other  insurers  shun.  Its 
secret?  High  premiums.  "There's  no  bad 
risk,  just  a  bad  price,"  .says  Senior  Vice- 
President  Art  Lyon.  Integon  will  write 
about  $350  million  in  auto  policies  this 
year,  up  about  \S7<  from  last  year.  Inte- 
gon also  relies  on  a  highly  automated 
processing  operation,  which  helps  keep 
its  overhead  and  claims  costs  well  below 
$1.06  per  $1  of  premium,  the  industry 
average,  excluding  investment  income. 

Integon  is  among  a  handful  of  carri- 
ers that  have  learned  how  to  survive  and 
prosper  in  one  of  the  nation's  most 
treacherous  insurance  markets.  Over  the 
past  few  years,  soaring  repair  costs  and 
medical  expenses  have  led  to  sharp  pre- 
mium hikes  that,  in  turn,  have  sparked 
public  outrage — and  a  state-regulator 
crackdown.  Many  states  are  disallowing 
rate  increases,  and  California  is  attempt- 
ing to  force  insurers  to  roll  back  their 
rates.  Profit  margins  are  so  thin  for 
such  major  auto  insurers  as  Aetna  Life 
&  Casualty  and  Allstate  Insurance  Cos. 
that  they  have  cut  back  their  operations 
in  some  states  and  withdrawn  from  oth- 
ers. Allstate,  for  instance,  is  trying  to 
get  out  of  New  Jersey. 

Filling  the  void  in  the  $80  billion  mar- 
ket are  savvy,  cost-conscious  niche  play- 
ers that,  like  Integon,  target  riskier  mar- 
ket segments,  such  as  sports-car 
aficionados  and  urban  dwellers  unloved 
by  huge  insurers.  The  few  large  insur- 
ers doing  well  in  this  market  are  the  so- 
called  "direct  sellers"  such  as  GEICO 
Corp.,  which  use  mail  marketing  instead 
of  a  costly  agent  force. 
FREEING  AGENTS.  Companies  still  in  the 
business  are  being  helped  this  year  by 
an  unexpected  upturn  in  profitability 
(chart).  Indeed,  1992  could  wind  up  being 
one  of  the  best.  The  reason  is  the  reces- 
sion, which  has  made  people  drive  less, 
holding  down  the  accident  rate  and  re- 
ducing the  cost  of  replacement  parts. 

Among  the  other  niche  carriers  that 
are  doing  well  is  Robert  Plan  Corp.,  a 
Lynbrook  (N.  Y.)  insurer  whose  $700  mil- 


lion of  auto  business  is  concentrated  in 
urban  neighborhoods  that  mainline  com- 
panies shy  away  from.  "People  don't 
want  to  write  [policies]  where  I  am," 
says  President  Robert  M.  Wallach.  His 
unorthodox  business  methods  include  us- 
ing undercover  stings  to  combat  insur- 
ance fraud.  Wallach  is  eyeing  a  grab  for 
Allstate's  New  Jersey  business. 
The  direct  marketers  have  prosijered 


Even  companies  still  dependent  oi 
agents  are  picking  up  some  tricks  fron 
the  direct  sellers.  ITT  Hartford  Insurancf 
Group  has  an  agent  network,  but  it  i/ 
using  direct  mail  to  solicit  auto  busines  , 
from  members  of  the  American  Associai 
■tion  of  Retired  Persons.  The  $600  mi- 
lion-a-year  business  "is  producing  ou 
target,  which  is  a  157'  return,"  say' 
Hartford  Senior  Vice-President  David  M; 
Klein.  The  company  has  instituted  a  ne\! 
program  for  its  regular  agents  in  whicj 
it  takes  over  the  after-sales  service  ani 
renewals  while  cutting  back  a  third  d 
the  agent's  commission.  "We  want  tl 
free  the  agent  from  this  service  work,! 
says  Klein. 

Amid  all  the  turmoil,  industry  leadei 
State  Farm  Mutual  Automobile  Insuif 
ance  Co.,  which  sells  through  agenti|i 
has  held  up  rather  well,  boasting  a  15'-; 
return  last  year.  Company  manager 


from  the  suffering  of  the  old-line  compa- 
nies. While  Aetna  has  been  losing  mar- 
ket share,  GEICO  has  been  gaining  cus- 
tomers through  direct  mail.  Not  only 
does  the  insurer  do  without  a  large 
agent  contingent,  it  also  handles  custom- 
er queries  via  an  800  number.  "We  are 
finding  with  this  economy,  people  are 
shopping  carefully,"  says  GEICO  Presi- 
dent Edward  H.  Utley.  "They're  more 
used  to  buying  over  the  phone." 


credit  its  success  to,  among  other  thing 
its  superior  risk  analysis  for  new  pre 
pects  and  careful  pricing. 

But  State  Farm  is  an  anomaly.  Fi 
most  of  the  major  players,  auto  insu 
ance  is  a  tough  line  of  work.  As  Willia 
L.  Yankus,  vice-president  at  industry  a 
alysts  Conning  &  Co.,  puts  it:  "This 
one  business  where  it  just  doesn't  pay 
be  the  biggest." 

By  Tim  Smart  in  Hnrtfo 
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A  picture  so  real  it  could  fool 
the  Audubon  Society. 


Is  this  a  television  set  or  a 
tropical  bird  act? 

Actually,  it's  a  tropical  bird  act 
as  seen  on  a  Hitachi  big  screen  TV. 
But  thanks  to  Ultravisioh;  even  the 
most  avid  bird  watchers  (and  TV 
watchers)  can't  tell  the  difference. 

Ultravision  is  an  unprecedented 
combination  of  advanced  technol- 
ogies that  create  a  picture  so  ultra 
clear,  ultra  bright  and  ultra  sharp 
it  looks  like  real  life. 

And  since  a  great  picture 
deserves  great  sound,  Ultravision 
comes  with  4-way  Surround  Sound 
including  Dolby  Pro  Logic,"  for  the 
ultimate  in  home  theater. 

Call  1-800-HlTACHI  for  your 


nearest  dealer  and  see  how  Quick 
Freeze  PIP,  digital  convergence,  fine 
definition  and  horizontal  resolution 
up  to  1,000  lines  make  Ultravision 


the  ultimate  viewing  experience. 
After  all,  in  this  case,  a  picture  really 
is  worth  a  thousand  words. 

HITACHI 


©IW2  Hitachi  Home  Electronics  (America  I.  Inc.  Dolby  Surround  is  a  registered  trademark  of  Dolby  Laboratories  Licensing  Corporation. 


BY  GENE  G.  MARCIAL 


METROMEDIA  AND 

RESURGENS: 

A  POWERFUL  UNION 


illionaire  media  mogul  John 
Kluge  is  back.  This  time,  the 
Kluge  play  is  in  telecommunica- 
tions. His  privately  owned  Metromedia 
is  acquiring  Resurgens  Communica- 
tions Group,  an  Atlanta-based  long-dis- 
tance telephone  carrier.  The  Oct.  26  an- 
nouncement of  Resurgens'  merger  into 
Metromedia  Communications,  a  subsid- 
iary of  Metromedia,  has  kicked  up  Re- 
surgens' stock  to  18  from  14  a  share  on 
the-  American 
Stock  Exchange. 

The  betting  is 
that  the  stock  of 
the  combined  Re- 
surgens-Metro- 
media  company, 
which  will  retain 
the  name  Metro- 
media Communi- 
cations, will 
move  to  the  New 
York  Stock  Ex- 
change early 
next  year.  Kluge, 
who  will  own 
607^  of  the  ex- 
panded Metrome- 
dia Communica- 
tions, is  expected 
to  be  the  chair- 
man, with  Jack 
Phillips,  Resur- 
gens' president 
and  CEO,  taking 
on  those  same 
positions  at  the 
new  company. 
Even  before  the 
move  to  the  Big 
Board,  several 
money  pros  fig- 
ure that  the  Re- 


PHILUPS  (TOP)  WILL  BE 
THE  NEW  VENTURE'S 
CEO.  KLUGE  IS  EXPECTED 
TO  BE  CHAIRMAN 


surgens-Metromedia  stock  will  be 
worth  at  least  36  a  share,  based  on 
projected  earnings  of  the  combined 
companies.  Together,  revenues  are  es- 
timated at  $500  million,  making  the 
company  the  nation's  fourth-largest 
long-distanCe  carrier  after  American 
Telephone  &  Telegraph,  MCI  Communi- 
cations, and  Sprint. 

Here's  how  some  analysts  came  up 
with  a  value  of  36  a  share:  Applying  a 
11%  operating  profit  margin,  they  esti- 
mate profits  of  $85  million,  or  $51  mil- 
lion after  taxes.  And  based  on  21  mil- 


lion shares  outstanding  after  the 
merger,  per-share  net  comes  to  $2.40. 
With  the  industry  trading  at  an  aver- 
age price-earnings  ratio  of  15,  one  ana- 
lyst says  the  company  deserves  at 
least  a  15  p-e.  With  such  a  ratio,  the 
stock  is  worth  36.  He  also  notes  that 
while  MCI  and  Sprint  are  trading  at  1  to 
IV2  times  their  annual  revenues,  Re- 
surgens-Metromedia  is  trading  at  only 
0.6  times  revenues. 

Part  of  the  optimism  about  the  new 
Metromedia  Communications  stems 
from  projections  by  some  insiders  that 
annual  revenues  will  easily  jump  to  $1 
billion  in  just  a  matter  of  months, 
mainly  through  acquisitions.  Kluge  al- 
ready has  a  "task  force"  in  place,  be- 
lieved to  be  headed  by  Phillips,  to  pur- 
sue such  ventures.  An  investor  familiar 
with  the  group's  plans  says  deals  "will 
be  done  quickly." 

As  a  result,  a  group  of  investors 
who  follow  Kluge's  moves  has  been 
snapping  up  Resurgens  shares,  says 
one  New  York  money  manager,  "be- 
fore the  Street  wakes  up  to  the  poten- 
tials of  Resurgens."  Right  now,  he 
adds,  "Resurgens,  with  all  its  pros- 
pects under  the  Metromedia  umbrella, 
is  the  cheapest  buy  in  the  business." 


SWEEPING  UP  WITH 
CLINTON-GORE 


One  graphic  example  of  how 
much  environmental-service 
companies  have  fallen  from  in- 
vestor grace  is  ohm.  In  its  heyday  in 
1987,  when  pollution-control  stocks 
were  very  much  in  vogue,  OHM  traded 
as  high  as  36  a  share.  Since  then,  they 
have  hit  the  skids.  OHM  crashed  to  sin- 
gle-digit levels  and  is  currently  trading 
on  the  Big  Board  at  678.  So  why  are 
some  value  investors  buying  shares? 

The  environmental  cleanup  business 
is  turning  up  quite  dramatically  for 
OHM,  whose  key  business  is  the  on-site 
remediation,  or  detoxification,  of  haz- 
ardous waste,  says  Ed  Wachenheim 
HI,  chairman  and  CEO  of  Greenhaven 
Associates,  ohm's  earnings  were  very 
badly  hurt  in  recent  years  because  the 
recession  hit  when  the  company's  ex- 
penses were  rising  sharply  as  OHM  ex- 
panded into  the  Southern  and  Western 
states.  But  business  has  improved, 
with  order  backlog  rising  507',  to  $370 
million  as  of  Sept.  30,  from  a  year  ago. 

"OHM  should  materially  benefit  from 
increased  environmental  spending  un- 
der a  Clinton-Gore  government,"  ar- 
gues Wachenheim,  who  ranked  third  in 
performance  among  money  managers 


over  the  past  12  months.  He  expects 
OHM  to  boost  earnings  to  20(t  a  share 
this  year,  60$  next  year,  and  more  than 
$1  in  1994.  One  kicker:  OHM  is  expected 
to  put  its  three  other  small  businesses 
on  the  block:  707 -owned  NSC,  a  publicly 
•traded  asbestos-abatement  company; 
50% -owned  Concord  Resources,  which 
owns  two  waste-dump  sites;  and  Solid- 
tex  Systems,  which  owns  a  detoxifica- 
tion facility. 

Oil  and  chemical  companies  are 
ohm's  big  customers,  but  its  next  tar- 
get will  be  city  and  municipal  govern- 
ments, says  Wachenheim.  He  believes 
that  with  ohm's  much-improved  busi- 
ness outlook,  the  stock  is  worth  at 
least  twice  its  current  price. 


NO  MUSIC  TO  THE 
SHORTS'  EARS 


lockbuster,  the  nation's  largest 
.video  retailer,  remains  high  on 
short  sellers'  lists.  But  the  com- 
pany, already  on  the  rise  partly  be- 
cause of  its  recent  decision  to  buy  two 
musical-record  retailers,  may  deliver  an 
even  bigger  headache  to  the  shorts. 
Now  at  14  a  share,  up  from  11  in  July, 
Blockbuster  could  wing  to  25  over  the 
next  12  months,  says  Charles  LaLog- 
gia,  editor  of  the  Special  Situatmn 
Report  newsletter. 

Here's  the  scoop:  Whispers  are  that 
Blockbuster  has  developed  a  new  tech- 
nology— with  a  big  assist  from  IBM  and 
Digital  Equipment — that  would  "revo- 
lutionize" the  retailing  of  videos  and 
recorded  music.  The  technology,  says 
two  analysts  familiar  with  Blockbust- 
er's "secret  plan,"  will  enable  custom- 
ers to  listen  to  a  selection  of  recorded 
music  or  videos  in  private  booths.  The 
store  will  then  produce  the  selections 
right  at  the  site  without  the  need  to 
carry  inventory. 

The  digital  music  and  videos  would 
be  stored  in  a  computer  at  a  central 
location,  explains  an  analyst,  and  then 
downloaded  over  high-capacity  phone 
lines  to  in-store  production  equipment. 
This  "music-on-demand"  service,  he 
says,  could  become  a  big  profit  maker 
for  the  company.  Blockbuster  is  ex- 
pected to  earn  75<t  a  share  this  year, 
vs.  last  year's  56$,  and  $1  next  year. 

The  new  system  will  be  introduced 
early  next  year,  says  this  analyst.  He 
says  Blockbuster  is  looking  for  a  part- 
ner that  could  supply  the  hardware  for 
the  system.  The  candidates  include: 
IBM,  Digital  Equipment,  and  Philips, 
the  Dutch  electronics  giant,  which 
owns  7.97  of  Blockbuster. 
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yf'5  AMAZIHIE  WHAT  AMEmCAHS 
NLL  GO  THROUGH  TO  OWN  A  HOME. 


i^ush  hour.  Red  lights.  Road 
izards.  Americans 
3  willing  to  make  sacritices  in 
der  to  own  a  home.  Given  a 
oice,  they'll  commute  an  hour 
more  to  a  home  they  can 
ford  to  own  rather  than  rent 
)se  to  work.  That's  what  we 
jnd  out  at  Fannie  Mae,  after 
nducting  a  landmark  National 


using  Survey.  M  the  1,500 
opie  we  polled,  the  over- 
lelming  majority  were  willing 
make  major  tradeoffs  to 
hieve  homeownership.  By  a 
ee  to  one  margin,  they'd  rather 
n  a  home  than  retire  10  yeais 
ly,  and  by  a  greater  than  two 
one  margin,  they're  willing  to 
rk  a  second  job  if  that's  what  it 


takes  to  buy  a  home.G^itionally, 
by  a  three  to  one  margin,  Americans 
believe  lack  of  affordable  housing 
is  one  of  the  two  or  three  most 
serious  problems  facing  the  U.S. 

=annie  Mae,  we're  working 
to  help  solve  the  problem.  We 


purchase 


loans  from  a  nationwide  network 
of  about  3,000  lenders,  replen- 
ishing their  mortgage  funds  so 
they  can  lend  to  more  home 
buyers  in  their  communities. 

a  free  copy  of  our  survey 
results,  or  to  find  out  more  about 
our  innovative  ways  of  making 
housing  more  affordable,  call 
1  -800-688-HOME  toll-free. 

SHDWIMG  AMERICA 
A  NEW  WAY  HOME. 


Corporate  Scoreboar 


AT  LASr 
THE  PAYOFF 

PROFITS  SOAR  AFTER  TWO  YEARS  OF  CUTTING  COSTS  AND  TRIMMING  DEBT 


f: 


two  years  straight,  companies 
across  the  country  have  been  skin- 
ning off  layers  of  debt,  slicing  fat, 
and  cleaning  up  their  balance  sheets. 
But  despite  all  the  pain,  the  wave  of 
restructuring  that  swept  through  Corpo- 
rate America  was  slow  in  producing  re- 
sults. In  1991,  profits  plummeted  quar- 
ter after  cjuarter  on  skimpy  sales  gains. 
And  while  the  first  half  of  1992  showed 
promising  improvements,  the  economy 
remained  weak.  Analysts  waited  with 


crossed  fingers,  wondering  if  cost  cuts 
and  lower  interest  rates  could  produce 
truly  impressive  results. 

Well,  the  guesswork  is  over.  After  all 
the  bloodletting,  corporate  profits  soared 
in  the  third  quarter.  Earnings  for  the 
900  companies  in  BUSINESS  week's  Cor- 
porate Scoreboard  rose  by  a  stunning 
317^  before  extraordinary  items.  Not 
only  are  the  results  much  better  than 
the  207'  earnings  gain  posted  in  the  sec- 
ond quarter,  but  they  also  represent  the 


biggest  quarterly  leap  since  the  pn 
recession  days  of  1987,  when  profit 
climbed  37'a  in  the  third  quarter.  What' 
more,  if  not  for  IBM's  staggerin; 
$2.8  billion  loss  because  of  massive  n 
structuring  charges,  profits  in  the  lates 
period  would  have  risen  by  an  even  mor 
impressive  417. 

True,  this  year's  third-quarter  figures 
prepared  by  Standard  &  Poor's  Compi 
Stat  Services  Inc.,  are  benchmarke 
against  one  of  the  worst  periods  on  re( 


WINNERS  AND  LOSERS  IN  THIRD  QUARTER  PROFITS 


THE  INDUSTRIES 


THE  SHARPEST  GAINS       THE  DEEPEST  DROPS 


Percent  change  from  Percent  change  from 

1991's  third  quarter  199Vs  third  quarter 


SEMICONDUCTORS     1,285%  COMPUTERS  & 

 iiT  '^^^  !^ 

  AIRLINES  loss 

CONGLOMERATES  442  

  STEEL  loss 

'-""^  ??L  HEALTH-CARE  SERVICES  lOSS 


THE  COMPANIES 


WHO  MADE  THE  MOST      WHO  lOST  THE  MOST 


RAILROADS 

618 

CONGLOMERATES 

442 

BANKS-East 

351 

AUTO  PARTS 

218 

FOREST  PRODUaS 

192 

GAS  UTILITIES 

177 

BANKS-West  &  Southwest  1 73 

BROADCASTING 

134 

TEXTILES 

126 

MACHINE  & 
HAND  TOOLS 

113 

BANKS-South  &  Southeast 

105 

ELECTRONICS 

103 

COMPUTER  SOFTWARE 
&  SERVICES 

92;^ 

INSTRUMENTS 

67 

PHILIP  MORRIS 
EXXON 

GENERAL  ELECTRIC 
AT&T 


Millions 
of  dollars 


$1.291 
1,135 
1,110 
963 


Millions 
of  dollars 


ALUMINUM 

-57 

MERCK 

644 

FOOD  PROCESSING 

-37 

BRISTOL-MYERS  SQUIBB 

589 

RETAILING 

-29 

COCA-COLA 

541 

APPAREL 

-27 

GTE 

500 

SAVINGS  &  LOAN 

-26 

BANKAMERICA 

476 

FOOD  RETAILING 

-23 

DU  PONT 

475 

MISC.  LEISURE 

-23 

AMOCO 

466 

TRUCKING  &  SHIPPING  -23 

AEROSPACE  -22 

APPLIANCES  -18 

CONSTRUCTION 

&  ENGINEERING  -16. 


ALL-INDUSTRY  AVERAGE:  +31% 


PROCTERS.  GAMBLE* 

SOUTHERN 

AMERICAN  HOME 
PRODUCTS 

PEPSICO 


*Fiscal  first  quarter 


IBM 

$2,778 

SEARS  ROEBUCK 

834 

GENERAL  MOTORS 

753 

BORDEN 

377 

FIRST  CHICAGO 

365 

SUN 

320 

ELI  LILLY 

268 

HCA-HOSPITALCORP. 

OF  AMERICA 

168 

DIGITAL  EQUIPMENT* 

260 

HARTMARX 

214 

AMERICAN  EXPRESS 

205 

SANTA  FE  PACIFIC 

163 

FORD  MOTOR 

159 

LSI  LOGIC 
DELTA  AIR  LINES* 


DATA:  STANDARD  8,  POOR'S  COMPUSTAT  SERVICES  INC. 
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d.  Profits  drooped  '22''A  in  199rs  third 
larter,  while  the  economy  was  still 
ipt)ed  in  the  recession.  But  it  isn't  just 
ft  comparisons  that  make  the  last 
larter  look  good:  Net  profit  margins 
:)od  at  a  respectable  4.27'  in  the  third 
al  ter.  That's  not  as  good  as  the  6.2' ^ 
irgin  that  prevailed  in  1988 
len  the  economy  was  expanding 
a  robust  pace.  But  it's  still  bet- 
r  than  the  3.4%  that  marked 
91 's  third  quarter. 
AGic  The  profit  surge  is  the 
'ongest  evidence  yet  that  the 
issive  restructuring  among 
mpanies  can  indeed  work  won- 
rs  on  the  bottom  line.  "Finally, 
N  labor  costs,  interest  costs,  and 
ergy  costs  performed  their 
igic,"  says  economist  Mark  Zandi  of 
igional  Financial  Associates,  a  West 
tester  (Pa.)  consultant. 
And  with  corporate  cost  reductions 
)rking  at  full  force,  economists  argue 
at  the  fine  showing  in  the  third  quar- 
will  be  repeated  in  the  fourth  quarter 
d  beyond.  "The  improvements  we're 


seeing  are  going  to  lay  the  foundation 
for  a  strong  1993,"  says  Zandi,  who  sees 
a  22.5'/'  earnings  gain  in  the  final  quar- 
ter. For  all  of  1993,  Zandi  forecasts  a 
15.2'';  profit  increase.  Already,  1992  is 
looking  much  better  than  last  year.  Prof- 
its were  up  19'<  in  the  first  nine  months. 


V  I  ^ 


COMPANIES  ARE 
CONTINUING  TO 
HACK  AWAY  AT 
OPERATING 
EXPENSES 


By  contrast,  earnings  had  fallen  177'  in 
the  same  period  a  year  ago. 

A  major  reason  for  the  upbeat  fore- 
cast: Companies  continue  to  hack  away 
at  operating  e.xpenses.  "Firms  that 
downsized  two  to  three  years  ago  are 
doing  it  again,"  says  Lacy  Hunt,  chief 
economist  at  HSBC  Holdings  PU'.  Even 


healthy  companies  with  robust  earnings 
are  announcing  plans  to  cut  more  bodies 
this  quarter.  Compaq  Computer  Corp., 
with  a  50'a  sales  gain  in  the  quarter,  just 
announced  a  107  cut  in  its  work  force. 

The  cost-slashing  could  even  help  the 
economy  rebound  smartly  at  some  point. 
To  reduce  carrying  costs,  compa- 
nies have  pared  inventories  to  the 
bone:  Compared  to  sales,  inven- 
tories are  now  at  a  record  low. 
That  means  even  a  modest  im- 
provement in  demand  would  boost 
overall  production. 

Unfortunately,  surging  profits 
don't  necessarily  mean  that  the 
economy  has  kicked  into  high 
gear — especially  since  those  con- 
tinuing layoffs  make  for  ongoing 
consumer  jitters.  Economist  Edward  F. 
McKelvey  of  Goldman,  Sachs  &  Co. 
points  out  that  improved  productivity, 
while  beneficial  to  the  economy,  is  no 
substitute  for  strong  sales.  Indeed,  sales 
rose  67,  better  than  last  year's  flat  re- 
sults, but  much  weaker  than  the  107  to 
127  gains  that  could  be  expected  in  a 


WINNER:  AT&T's  results  showed  a  sharp  rebound  from  last  year's  loss,  which  was  mostly  due  to  the  NCR  takeover 
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;ypical  recovery.  Moreover,  in  sheer  dol- 
ar  terms,  companies  still  have  a  ion^^ 
vay  to  go.  The  companies  that  are  listed 
n  BUSINESS  wkek's  Corporate  Score- 
)oanl  earned  $46.9  billion  in  the  third 
[uarter  of  1988,  the  last  boom  period 
)efore  the  recession.  That's  roughly  $7 
)illion  more  than  in  the  latest  period. 

And  then  there's  a  growing  concern 
hat  companies  may  take  restructuring 
00  far.  In  their  quest  for  wider  mar- 
gins, cost-conscious  CEOs  could  wind  up 
vithout  the  kind  of  capacity  and  experi- 
mced  workers  that  they'll  need 
vhen  the  economy  finally  snaps 
)ack.  Layoffs  and  other  cost-cut- 
ing  measures  have  become  "an 
iddiction,"  warns  Eric  Greenberg, 
researcher  with  the  American 
Management  Assn.  "You  get  to 
he  point  where  the  cure  is  worse 
han  the  disease." 
IRIGHT  STARS.  Still,  no  matter 
low  the  experts  try  to  slice  it,  the 
bird  cjuarter  brings  welcome 
lews  across  many  industry  groups.  The 
semiconductor  industry,  with  a  phenom- 
mal  1,2859?  increase  in  profits,  topped 
he  list  of  industry  winners.  Strong  de- 
nand  for  personal  computers  didn't 
lurt.  Last  year,  the  sector  posted  a  mea- 
ner profit  of  only  $25  million.  In  the 
atest  quarter,  stars  such  as  Intel,  Ana- 
og  Devices,  and  Advanced  Micro  De- 
vices burned  brightly,  propelling  the  in- 
dustry to  profits  of  $362  million.  Analog 
Devices'  743'a  increase  was  a  result  of 
ligher  sales  and  improved  margins. 
Railroad  companies,  which  last  year 


were  among  the  big  losers,  posted  a  sol- 
id 6187^  gain  in  profits.  Again,  much  of 
the  increase  comes  from  the  comparison 
with  last  year's  poor  showing.  But  a  cou- 
ple of  companies  posted  strong  sales 
growth  as  well.  Union  Pacific  Corp.'s 
earnings  benefited  from  increased  rail- 
way traffic,  as  well  as  efficiency  mea- 
sures. And  Kansas  City  Southern  Indus- 
tries Inc.,  a  bit  more  diversified  than 
other  railroad  companies  on  the  list,  tal- 
lied a  20'A  hike  in  sales  in  the  period. 
Banks  continued  to  prosper,  despite — 


/  / 


V  I  \ 


AIRLINES  AND 
STEEL  WERE 
HARD  HIT  BY 
FIERCE  PRICE 

COMPETITION 


or  perhaps  because  of — their  propensity 
not  to  lend  these  days.  The  51  banks 
listed  in  the  Scoreboard  earned  $4.3  bil- 
lion, up  1457'  from  a  year  ago.  Banks 
have  been  offering  miserly  interest  rates 
to  depositors,  investing  their  cash  in  rel- 
atively high-yield  government  securities, 
and  benefiting  from  the  spread.  While 
real  estate  exposure  is  still  a  question 
for  many  banks,  problem-credit  costs  re- 
lated to  consumer  and  other  commercial 
loans  are  down.  Crestar  Financial 
Group,  based  in  Richmond,  Va.,  posted 
the  biggest  profit  gain,  with  earnings  up 


more  than  eightfold,  to  $21.5  million 
The  telecommunications  sector  alsii 
showed  a  strong  profit  improvement,  u] 
2417(,  to  $4.3  billion.  But  this  was  some 
what  exaggerated  by  the  results  a 
American  Telephone  &  Telegraph  Co. 
which  earned  $963  million  after  a  loss  o 
$1.8  billion  a  year  ago,  much  of  it  result 
ing  from  charges  related  to  the  compa 
ny's  takeover  of  NCR  Corp. 

Of  course,  not  every  company  was  eel 
ebrating  the  quarter's  results.  The  big 
gest  losing  sector  in  the  three  month 
ended  on  Sept.  30  was  computer 
and  peripherals,  where  losses  hi 
$2.4  billion,  compared  with  a  prol 
it  of  $592.5  million  a  year  ago.  IBP 
and  Digital  Equipment  Corp 
whose  profits  suffered  from  poo 
sales  and  restructuring  costs 
dragged  down  the  group.  Withou 
Big  Blue,  the  entire  office  equij 
ment  and  computer  industr 
would  have  chalked  up  a  34' 
profit  increase,  or  $1.2  billion. 


Results  in  the  airline  industry  als 
worsened,  as  increased  traffic  failed  t 
offset  the  damage  left  by  the  summei 
time  fare  war.  In  total,  the  industry  los 
$271.7  million,  compared  to  a  loss  c 
$25.7  million  last  year.  Companies  wit 
the  steepest  declines  were  Delta,  km. 
America  West,  and  USAir.  The  onl 
cheery  news  in  the  skies  came  fror 
Southwest  Airlines,  whose  earning 
climbed  7rX,  to  $26.9  million. 

Health-care  services,  one  of  the  stroi 
gest  sectors  in  1991,  was  another  losin 
industry  as  revenue  growth  slowed.  H( 


A  SPOTLIGHT  ON 
THIRD-QUARTER 
PROFITS 


The  31  %  jump  in  third-quarter  profits  is  the 
highest  percentage  increase  since  the 
second  quarter  of  1 988.  Telecommunica- 
tions looked  particularly  good  compared 
with  the  dismal  results  that  followed  AT&T's 
1 991  charge  for  the  NCR  acquisition. 
Likewise,  car  and  truck  manufacturers 
had  better  results  than  d  year  ago  in  spite 
of  losses  at  GM  and  Ford 


DATA;  StANDARD  X  POOR'S  COMPUSTAT  SERVICES  INC. 


INDUSTRIES  WITH  THE  BIGGEST 
DOLIAR  CHANGE  IN  THE  QUARTER 
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ant  K.  Shah  of  HKS  &  Co.,  an  in- 
;stment  research  firm,  notes  that 
?allh-care  companies  are  under  se- 
;re  pricing  pressures.  "The  buzz- 
ord  in  Washington  is  to  control 
jaith-care  expenses  regardless  of 
ho's  elected,"  remarks  Shah.  The 
(suits  at  HCA-Hospital  Corp.  of 
merica  also  helped  depress  the  sec- 
r.  Loaded  down  with  more  than  $2 
llion  in  debt,  the  company  took  an 
"tertax  charge  of  $333  million  in  the 
lird  quarter  to  restructure  its  flag- 
ng  psychiatric  hospitals. 
Drug  companies  have  been  facing 
milar  pressures  from  Washington, 
)t  to  mention  customer  resistance, 
le  industry  will  have  trouble  rely- 
g  on  steadily  rising  prices  for  earn- 
gs  increases.  Industry  profits  are 
)wn  4/^,  to  $2.7  billion.  While  Bris- 
]-Myers  and  Merck  were  among  the 
est  profitable  companies  on  the 
;oreboard  this  quarter — with  over 
.  billion  in  earnings  between  them — 
li  Lilly's  $268  million  loss  may  be  a 
gn  of  tougher  times  for  the  drug 
-oup  in  the  future.  Lilly  wrote  off  $520 
illion,  before  taxes,  for  restructuring 
id  special  charges.  "I  don't  see  it  get- 
!ig  any  better  in  the  fourth  quarter," 
lah  says  of  the  industry. 
The  auto  industry  also  remained  mired 
red  ink,  though  the  losses  were  less 
lan  in  last  year's  dismal  third  quarter, 
armakers  collectively  lost  $741.6  mil- 
)n,  after  a  $L7  billion  loss  last  year, 
he  one  bright  exception  was  Chrysler 
orp.,  which  earned  $202  million,  com- 
ired  to  an  $82  million  loss  a  year  earli- 
•.  Chrysler's  shining  quarter  was  the 


LOSER:  IBM's  $2.8  billion  loss  dragged  down 
results  for  the  computer  group 


result  of  increased  operating  efficiencies 
and  higher  sales  of  trucks.  The  auto 
maker  also  had  the  largest  increase  in 
nine-month  sales  figures  of  any  car  com- 
pany on  the  Scoreboard.  Chrysler  sales 
rose  2G7',  to  $26.7  billion,  in  the  January- 
September  period. 

SKITTISH.  Looking  ahead,  many  analysts 
are  worried  that  the  improving  trend  in 
profits  may  eventually  begin  to  trail  off. 
While  it's  true  that  companies  will  con- 
tinue to  improve  productivity  and  lower 
interest  rates  will  help  managers  re- 
duce corporate  debt  costs,  the  benefits 


of  such  trends  can't  last  forever. 

While  a  pickup  in  sales  would  help 
avert  such  a  falloff  in  earnings 
growth,  economists  don't  see  that 
happening.  So  far,  there  is  little  sign 
that  consumers  have  overcome  their 
skittishness.  Even  low  interest  rates 
haven't  enticed  them  to  sjjend  much. 
In  addition  to  worrying  about  their 
jobs,  households  are  still  coping  with 
a  staggering  debt  burden,  says  econ- 
omist Gary  Shilling.  "Eventually,  10 
years  down  the  road,  the  debt  will  be 
worked  down  enough  for  lower  inter- 
est rates  to  be  a  stimulus,"  says  Shil- 
ling. Exports  aren't  expected  to  pro- 
vide much  help,  either.  After 
growing  by  '.WA  during  1988,  they're 
Y  now  expanding  at  only  3'/.  And  it  is 
doubtful  that  trade  volumes  will  im- 
prove soon.  Europe  is  in  the  grip  of 
its  own  recession,  and  Japan  is  begin- 
ning to  feel  the  pinch  as  well. 

The  poor  sales  outlook  still  worries 
economists.  Despite  improvements  in 
profits,  industrial  companies  haven't 
yet  begun  to  spend  more  on  plant 
and  equipment  or  to  hire  new  people — 
typically  the  two  critical  engines  of  a 
strong  recovery.  Shilling  worries  that 
companies  will  have  to  downsize  even 
more.  And  the  prospect  of  more  layoffs 
may  further  spook  consumers. 

Still,  thanks  to  restructuring  and  low- 
er interest  rates,  companies  are  in  the 
best  shape  they've  been  in  for  some 
time.  And  if  the  economy  picks  up  a 
little  speed,  a  leaner,  meaner  Corporate 
America  may  finally  catch  the  tailwind  it 
has  been  waiting  for. 

By  Laurel  Toubi/  in  Neiv  York- 
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LOSSARY 

les;  Includes  all  sales  and  other  operating 
venues.  For  banks,  includes  all  operating 
venues. 

ofits:  Net  income  before  extraordinory 
ms.  For  banks,  profits  are  net  income  after 
rurity  gains  or  losses. 


Margins:  Net  income  from  continuing  oper- 
ations before  extraordinary  items  as  percent 
of  sales. 

Return  on  common  equity:  Ratio  of  net 
income  available  for  common  stockholders 
(most  recent  12  months)  to  latest  available 
common  equity,  which  includes  common 
stock,  capital  surplus,  and  retained  earnings. 


Price-earnings  ratio:  Based  on  Oct.  23, 
1992,  common  stock  price  and  corporate 
earnings  from  continuing  operations  before 
extraordinary  items  for  most  recent  12-month 
period. 

Earnings  per  share:  For  most  recent 
12-month  period.  Includes  all  common-stock 
equivalents. 
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4.5 

3.0 

15.1 

16 

3.16 

andag 

154.3 

2 

430,5 

2 

22.4 

0 

60.6 

12 

14.5 

14.9 

25.6 

19 

3.10 

ooper  Tire  &  Rubber 

305.2 

6 

880,7 

18 

31.8 

44 

78.6 

46 

10.4 

7.6 

20.4 

25 

1.25 

•oodyear  Tire  &  Rubber 

3012.8 

6 

8857.4 

9' 

103,3 

98 

279.3 

NM 

3.4 

1.8 

13.0 

12 

5,47 

hird  quarter  ended  Aug.  31.  (2)  Third  quarter  ended  July  3 1 .  {3}  Fourth  quarter  and  most  recent  six  months  ended  Sept.  30.  (4)  Fourth  quarter  and  most  recent  six  months  ended  Aug.  3 1 . 
ourth  quarter  ond  most  recent  six  months  ended  July  31.  (6)  First  quarter  and  most  recent  six  months  ended  Sept.  30.  (7)  First  quarter  and  most  recent  six  months  ended  Aug.  31.  (8) 
quarter  and  most  recent  six  months  ended  July  31.  (9)  Second  quarter  and  most  recent  six  months  ended  Sept.  30.  ( 1 0)  Second  quarter  and  most  recent  six  months  ended  Aug.  3  1 . 
Second  quarter  and  most  recent  six  months  ended  July  3  1 ,  *Sales  include  excise  taxes.  **Sales  include  other  income.  ***Sales  include  excise  taxes  and  other  income.  tRevenues  from 
>r  subsidiaries  not  included  in  consolidated  sales.  Earnings  per  share  are  for  latest  1  2  months,  not  necessarily  for  end  of  most  recent  fiscal  year;  they  include  all  common  stock  equtva- 
but  exclude  extraordinary  items.  NA  =  not  available,  NM  =  not  meaningful.  DATA:  STANDARD  &  POOR'S  COMPUSTAT  SERVICES  INC. 
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COMPANY 


SALES 


3RD  CHANGE 

QUARTER  FROM 

1992  1991 
S  MIL 


PROFITS 


MARGINS 


RETURN  ON 
COMMON 
EQUITY 


12 

9  CHANGE  3RD  CHANGE  9  CHANGE      3RD         3RD  EQUITY         PRICE-  MONTH: 

MONTHS        FROM  QUARTER         FROM        MONTHS        FROM     QUARTER   QUARTER    12  MONTHS    EARNINGS  EARNIN( 

1992  1991  1992  1991  1992  1991         1992        1991         ENDING         RATIO  PER 

SMIL  %  SMIL  %  SMIL  %  %  %  9-30  1&23  SHARE 


3  BANKS 


INDUSTRY  COMPOSITE 

49927.6 

-5 

148773.0 

-7 

4342.4 

145 

12542.1 

75 

8.7 

3.4 

10.2 

14 

2.73 

(a)BANKS  -  EAST 

GROUP  COMPOSITE 

26786.3 

-8 

79893.9 

-9 

2140.1 

351 

5853.5 

153 

8.0 

1.6 

10.3 

13 

2.59 

Bank  of  Boston 

1338  9 

17 

3965  7 

22 

51.6 

186 

135  5 

NM 

3.9 

1.6 

13.0 

8 

2.72 

Bank  of  New  York 

9000 

-13 

2710.0 

-16 

98.0 

67 

264.0 

370 

10.9 

5.7 

10.0 

1 1 

4.07 

Bankers  Trust  New  York 

1662  0 

1 

4991  0 

-4 

21 1.0 

14 

591.0 

12 

12.7 

1 1.3 

22.1 

8 

8  42 

Chase  Manhattan 

1524  0 

-47 

4437  0 

-50 

176.0 

29 

470.0 

22 

1 1.5 

4.7 

10.5 

7 

3.40 

Chemical  Banking 

3031  0 

-13 

9298  0 

-12 

282.0 

35 

782.0 

36 

9.3 

6.0 

2.8 

NM 

0.32 

Citicorp 

8023  0 

4 

23792.0 

1 

1 16.0 

NM 

442.0 

NM 

1.4 

NM 

1.3 

63 

0.25 

CoreStates  Financial 

515.2 

-18 

1589.7 

-17 

69.3 

13 

197.6 

17 

13.5 

9.7 

16.0 

1 1 

4.54 

First  Fidelity  Bancorporation 

596.1 

-12 

1839  I 

-12 

82.3 

49 

224.1 

37 

13.8 

8.1 

14.3 

10 

3.65 

Fleet  Financial  Group 

1262.2 

-1 

3605.5 

15 

76.6 

744 

197.5 

216 

6.1 

0.7 

9.0 

20 

1.47 

Integra  Financial 

242.2 

18 

634.9 

6 

37.0 

102 

78.4 

53 

15.3 

8.9 

16.1 

9 

3  92 

KeyCorp 

558  5 

- 1 2 

1 66 1  9 

_2 

00.  J 

22 

1  oU.  J 

o4 

1  1  4 

fl  0 

o.Z 

\  J  o 

1  1 
1  1 

meiion  ouiik 

77 1  0 

/ZOO.U 

1  JO.U 

1  Z  J 

J  J  Z  .U 

OU 

on  0 

Q  O 

o.y 

^  o  A 
1  y  .4 

/ 

0,40 

Mericiian  Bancorp 

261.6 

-10 

799.9 

-14 

28.1 

8 

84.4 

2 

10.8 

9.0 

12.7 

12 

2.42 

Midlanttc 

307.7 

-37 

1039.8 

-32 

17,1 

NM 

"4.2 

NM 

5.5 

NM 

-13.7 

NM 

-2.36 

AANC  Fmonciol 

362  1 

-20 

11567 

~36 

4  5 

7  A 

0  0 

1  T 

u.y  J 

fnorgan  ^j.  r.y 

27180 

2 

7835  0 

A 

400  0 

^  7 

/  0 

1  A  7 
1  A./ 

g 

A  70 
O./y 

PNC  Financial 

999.7 

-14 

3060.9 

-1 1 

135.1 

26 

392.5 

36 

13.5 

9.2 

13.4 

12 

4,52 

Republic  New  York 

593  1 

-3 

1  752  3 

-9 

67  8 

1  7 

192.1 

14 

1  1 .4 

9.5 

13.6 

10 

4,28 

Sha>A/rnut  Notional 

480  8 

- 1  4 

- 1  T 
1  J 

1  u.u 

TOO 

49  7 

0  1 
Z .  1 

J  y 

07 
Z/ 

A  '^C 

^tnfrA  ^tro^t  Rnctnn 

361  4 

1 2 

1 064  1 

4 

4 1  9 

54 

116  8 

1 1  6 

8  4 

1 6  5 

1 9 

1  9] 

UJB  Financial 

277  9 

_  1 3 

852  1 

- 1 0 

1 6  3 

1 09 

36  1 

1 64 

0 

J.  y 

2  4 

4  9 

on 

Zw 

0  92 

(b)BANKS  -  MIDWEST 

GROUP  COMPOSITE 

9072.6 

-4 

27542.1 

-4 

676.6 

6 

2641.2 

17 

7.5 

6.8 

11.7 

14 

2.85 

Banc  One 

1306.0 

22 

4001.1 

25 

186.2 

33 

545.8 

36 

14.3 

13  1 

16.7 

14 

3,3:; 

Boatmen's  Bancshares 

415.3 

-2 

1260.0 

-2 

53.6 

37 

154,1 

33 

12  9 

9.2 

12,9 

1  1 

4.8^ 

Comerica 

556.4 

-13 

1726.2 

-1 1 

83.1 

20 

142.0 

-29 

14.9 

10.8 

9.7 

16 

3.7: 

Continental  Bank 

426.0 

-20 

1 330.0 

-24 

53.0 

NM 

161.0 

NM 

12.4 

NM 

14. 1 

5 

3  2/ 

Fifth  Third  Bancorp 

224.0 

0 

663.1 

0 

43.2 

20 

1 19.8 

18 

19.3 

16.1 

16.1 

19 

2.6: 

First  Bonk  System 

407.2 

- 1  1 

1 246.2 

-9 

61.8 

23 

1 78.0 

3 1 

1 5.2 

1  1.0 

1 5.7 

1 0 

2  5i 

First  Chicago 

1  AT  A 
1  U/4.J 

y 

3234.6 

1  z 

-365. 1 

NM 

-236.6 

NM 

NM 

2.1 

1  u.o 

NM 

~4  0 1 

First  of  America  Bonk 

467.5 

7 

1 397.2 

7 

57.7 

34 

1 34.4 

1 2 

12.3 

9  9 

1  1  o 

1  1 

T    1  £ 
J    1  C 

Firstar 

298.3 

-5 

895.6 

-5 

43.2 

25 

121.2 

23 

14.5 

11.0 

15.6 

1  1 

2  4*; 

Mercantile  Bancorporation 

210  0 

Q 
O 

608.6 

5 

22.1 

62.4 

zy 

1  \J.D 

8.8 

1  Z.J 

o 
y 

Michigon  National 

243.2 

-  1  1 

749.9 

-9 

1  1 .6 

-37 

47.9 

52 

4.8 

6.7 

O.O 

1 0 

4  4i 

National  City 

680.0 

- 1 3 

2 1 05.3 

-1  2 

89.6 

28 

256.9 

3 1 

1 3.2 

8.9 

1 4.0 

1 1 

4  0? 

NBD  Bancorp 

698.8 

-5 

2106.3 

-6 

819 

5 

244  3 

5 

n.7 

10  5 

14,4 

1 1 

2  5C 

Nnrtn^rn  Tnict 

303  7 

-2 

925  6 

-3 

38  1 

22 

1110 

1 8 

1 2  5 

100 

1 7,9 

1 5 

3  8! 

Norwest 

1 179.6 

3 

3458.9 

0 

133.9 

21 

384.2 

24 

1  1  4 

9.7 

17.7 

12 

3  3< 

Society 

582.0 

-14 

1833.5 

-1 1 

82.8 

39 

214.7 

27 

14,2 

CO 

8.5 

12 

4  6- 

(c)  BANKS  •  SOUTH  &  SOUTHEAST 

GROUP  COMPOSITE 

6508.3 

-9 

19887.1 

-9 

847.7 

105 

2290.4 

61 

13.0 

5.8 

10.7 

15 

2.7! 

Barnett  Banks 

736. 1 

- 1 0 

2249  2 

—9 

58  5 

58 

1 56.2 

85 

T  O 

/  .y 

4.5 

O  A 

1  O 

0    A  ' 

Crestar  Financial 

266.0 

-9 

816.3 

- 1 1 

21.5 

825 

5 1  -9 

96 

8. 1 

0.8 

/ .  1 

1  / 

1  7 

First  Union 

1091 .9 

2 

3264.2 

5 

147.1 

95 

380.4 

66 

13.5 

7.0 

12.5 

1  1 

3.4: 

NationsBank 

2458.5 

-13 

7601.0 

-13 

350.0 

332 

91 1.0 

104 

14.2 

2.9 

9.1 

18 

2  6 

Signet  Banking 

254.1 

-18 

783.2 

-18 

28.6 

156 

77.4 

198 

11.3 

3.6 

3.3 

44 

0.8; 

SouthTrust 

244.2 

3 

713.6 

3 

29  1 

23 

82.4 

24 

1 1,9 

10.0 

15.2 

10 

2.3: 

SunTrust  Banks 

764.8 

-8 

2353.1 

-7 

104.1 

1 1 

307  6 

12 

13.6 

1 1.2 

15.4 

12 

31. 

Wachovia 

692.6 

-12 

2106.5 

-12 

108.8 

21 

323  6 

20 

15.7 

1 1.4 

10.8 

19 

3.21 

(d)BANKS  -  WEST  &  SOUTHWEST 

GROUP  COMPOSin 

7560.4 

9 

21449.9 

1 

678.0 

173 

1757.0 

51 

9.0 

3.6 

7.8 

14 

2.9< 

Bancorp  Hawaii 

229.7 

-10 

707.3 

-8 

31.7 

1 1 

94.3 

14 

13.8 

1  1.2 

16.0 

10 

4.41 

BankAmerica 

4235.0 

39 

1 1 179.0 

21 

476.0 

67 

1019.0 

21 

n.2 

94 

9.7 

10 

4.2: 

First  Interstate  Bancorp 

989.4 

-21 

3125  6 

-21 

75.1 

NM 

200  2 

NM 

7.6 

NM 

3.4 

34 

1.1 

U.  S.  Bancorp 

469.0 

-7 

1434.9 

-5 

41  6 

-19 

142.0 

-1 

8.9 

10.2 

13.0 

1 1 

1.9 

Union  Bank 

339  4 

-17 

1049.0 

-16 

29  6 

489 

76.5 

0 

8  7 

1.2 

9  2 

9 

2.6 

Wells  Fargo 

1298.0 

-1  1 

3954.0 

-1 1 

24.0 

-72 

225  0 

-1  1 

1.8 

5.9 

-1.7 

NM 

-0.9 

4  CHEMICALS 

INDUSTRY  COMPOSITE 

34602.3 

6 

103624.8 

1 

1545.1 

5 

5099.8 

-3 

4.5 

4.5 

9.2 

23 

1.7' 

Air  Products  &  Chemicals  (3) 

838  8 

14 

2456  8 

1 1 

71.1 

22 

212.8 

13 

8.5 

7.9 

13  5 

19 

2.4 

American  Cyonamid 

1  198.0 

7 

4053.9 

5 

60.9 

8 

323.2 

10 

5.1 

5.0 

14.2 

13 

4.2 

Arco  Chemical 

787.0 

12 

2318.0 

1 1 

70  0 

100 

149.0 

24 

8.9 

5.0 

13.1 

18 

2,2 

Betz  Laboratories 

182.9 

7 

534.4 

7 

21.5 

8 

62.0 

9 

1 1.7 

1 1.7 

27.0 

21 

2,6 

Cabot  (3) 

383  2 

18 

1  172  2 

8 

7  2 

77 

45  6 

75 

1.9 

13 

14  0 

16 

3,1 

Crompton  &  Knowles 

131.8 

15 

380.1 

12 

10.1 

20 

32.8 

20 

7.6 

7.3 

25.9 

24 

0.8 

Dexter 

231.0 

1 

726.9 

4 

9.0 

NM 

29.5 

743 

3  9 

NM 

5.8 

32 

0.7 

Dow  Chemical 

4754.0** 

6 

14252.0 

0 

145.0 

-35 

502.0 

-51 

3.1 

5.0 

4.3 

37 

1.4 

Footnotes  on  page  1 1 1 
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Bentley  Introduces 

Business  Class. 
So  You  Can  Fly  More 
Freouently 


To  seasoned  air  travelers,  business  class  means 
being  able  to  fly  in  first-class  comfort  for  less.  In  automo- 
tive travel,  it  means  getting  the  power  and  prestige  of 
a  Bentley  for  a  surprisingly  affordable  price.  If  this  sort 
of  financial  coup  is  your  goal,  then  the  new  Brooklands 
has  been  designed  by  Rolls-Royce  Motor  Cars  for  you. 
Two  and  a  half  tons  of  steel  sculpture,  the  ultimate 
union  of  advanced  technology  and  the  craftsman's  skill. 


A  6.75  liter  power  plant  built  and  balanced  totally  by 
hand.  The  same  state-of-the-art  automatic  ride  control 
found  in  the  legendary  Bentley  Turbo  R.  A  cockpit  where 
every  inch  of  premium  Comiolly  hide  and  glistening  burl 
veneer  breathes  elegance  and  exclusivity.  At  S138,500t 
however,  the  Brooklands  costs  only  a  little  more  than 
lesser  luxury  sedans.  To  fly  the  Bentley  way,  please 
contact  your  authorized  dealer  or  call  1-313-350-0500. 


NILE 


M  O 


T 


O 


R 


©  Rolis-Royce  Motor  Cirs  Int.  .  N92  Thf  name  "Brooklands"  is  a  irademark,  and  the  names  "Bentley"  and  "Turbo  R"  and  the  badge  and  radi.nor  grille  are  registered  trademarks 

^Manufacturers  suggested  retail  price  Taxes,  title  and  registration  fees  addiiional 

Elite  1 12 El 


The  new  Casio  SF  R20  Executive  B.O.S.S. 

We've  built  more  into  it 
so  you'll  get  more  out  of  it. 


Larger 
256K 
Memory 


Built-in 
Spreadsheet 


Bigger 
Display 

40  Character 
X 10  Lines 


Productivity 


Organization 


Better 
Resolution 


Among  palm 
top  organizers, 
there  can  only 
be  one  B.O.S.S.  The  all 
new  Casio  SF  R20  Executive 
ifj    "     B.O.S.S.  is  loaded  with  features 
designed  to  give  you  effortless  access  to 
vital  information,  such  as  a  built-in  Lotus  12  3™ 
file  compatible  spreadsheet.  A  40  character  by  10 
line  oversized  display  allows  simultaneous  view- 
ing of  its  multiple  func- 
tions and  a  "window" 
type  menu  provides  easy 
access  to  its  numerous 
features:  SCHEDULING 
with  alarm  to  remind  you  of  appointments;  TO  DO, 
a  check  list  for  vital  tasks;  plus  FREE  FILE,  an 
easy-to-use  text  editor  with  functions  like  cut, 

Lotus  1-2-3  is  a  registered  trademark  of  Lotus  Development  Corp. 


copy  and  paste.  There's  even  a  one  button  "Help" 
feature  for  all  built-in  functions. 

With  its  large  256K  memory,  the  Executive 
B.O.S.S.  can  hold  thousands  of  appointments, 

phone  numbers,  addresses, 
memos  and  calculations. 
Plus,  the  B.O.S.S.  series 
features  IC  card  expand- 
ability  for  even  more 
memory,  communications  and  various  special 
applications.  And  the  Executive  B.O.S.S.  can  be 
linked  to  your  PC  with  its 
optional  interface.  All  of 
which  goes  to  show  that 
the  Casio  SF  R20  is  the 
one  B.O.S.S.  that  actually 
makes  your  job  easier.  For  more  information  and  a 
store  location  nearest  you,  please  call  1-800-423-1700. 


I  199 
DEC  21 


SF  4300 


SF-5300 


SF-8300 


COMPANY  SALES   PROFITS  

MARGINS       RETURN  ON 

COMMON  12 


3RD 

CHANGE 

9 

CHANGE 

3RD 

CHANGE 

9 

CHANGE 

3RD 

3RD 

EQUITY 

PRICE- 

MONTHS' 

QUARTER 

FROM 

MONTHS 

FROM 

QUARTER 

FROM 

MONTHS 

FROM 

QUARTER 

QUARTER 

12  MONTHS 

EARNINGS 

EARNINGS 

1992 

1991 

1 992 

199] 

1992 

1991 

1 992 

1991 

1992 

PER 

S  MIL 

S  MIL 

$  MIL. 

S  MIL 

9-30 

ia23 

SHARE 

Ou  Ponf 

9748,0*** 

3 

287070 

-1 

475-0 

-6 

1397.0 

-15 

4.9 

5.3 

6  8 

28 

1  70 

Ingelhard 

586.6** 

3 

1853.7 

0 

24.5 

15 

75  2 

1 5 

4,2 

3.7 

1 2-5 

22 

1  46 

•thyl 

794.7 

28 

2138  2 

12 

72  0 

30 

1  87.8 

1 9 

9, 1 

8.9 

1 8. 1 

1 4 

2.00 

■erro 

272.0 

5 

836.6 

6 

1 4.8 

29 

42.5 

NM 

5.4 

4.4 

22.0 

1 6 

1 .77 

'reeport-McAAoRan 

367  3 

-11 

1242.3 

3 

128  8 

230 

163.0 

94 

35.1 

9  5 

42.9 

17 

1.12 

=uller  (H.  B.)  (1) 

236.9 

1 1 

690.3 

9 

10,3 

26 

26.4 

40 

4.3 

3.8 

14.4 

1 4 

2  52 

Georgia  Gulf 

199.7 

-3 

582.3 

-1  1 

10.9 

-30 

37.4 

-24 

5.5 

7.6 

NM 

14 

1 .32 

joodrich  (B.  F.) 

649  1 

0 

1  91  1 .7 

3 

4,4 

-79 

1 7.6 

-33 

0.7 

3.2 

-9.0 

NM 

-3.84 

Srace  (W.  R.) 

1431.0 

7 

4034.0 

-1 

-82  1 

NM 

2.6 

-98 

NM 

4.0 

4.4 

39 

0.91 

Dreat  Lakes  Chemical 

365.8 

14 

1091 .9 

1  1 

60  0 

53 

171  8 

46 

1 6.4 

12  2 

20  9 

23 

2.98 

hianna  (M.  A.) 

355.7** 

15 

985.5 

1  7 

9.2 

NM 

21.1 

NM 

2.6 

NM 

5-6 

2 1 

1.15 

hiercules 

710.7 

-1 

2167.9 

-2 

45.9 

33 

126  1 

107 

6.5 

4  8 

8  6 

1 7 

3.46 

MC  Fertilizer  Group  (6) 

220  9 

-15 

768.1 

-9 

19.7 

-7 

65.8 

-5 

8.9 

8.2 

14.5 

1  1 

4,05 

ntl.  Flavors  &  Fragrances 

292  4 

14 

872.1 

10 

49.7 

17 

155  8 

13 

17.0 

1 6.6 

1  8-2 

22 

4  84 

nternational  Specialty  Products 

142.3 

1  1 

436.2 

8 

18.1 

40 

53.8 

32 

12.7 

10.1 

13-2 

1 9 

0,64 

Loctite 

159.6 

14 

461 .3 

10 

21 .6 

12 

52.9 

-2 

13.5 

1 3.7 

1  8-8 

23 

1 ,95 

Lubrizol 

364.2 

1 

1 197.6 

8 

19  0 

-34 

107  9 

18 

5.2 

8.0 

16-4 

14 

2,02 

.yondell  Petrochemical 

1335.0 

3 

3582.0 

-18 

12.0 

-64 

9.0 

-96 

0.9 

2.6 

1 25.0 

63 

0.38 

Aonsanto 

1880.0 

3 

5898  0 

-2 

53.0 

-50 

309  0 

65 

2.8 

5.9 

10.0 

1 7 

3,02 

Aorton  International  (6) 

538, 1 

1  J 

1 598.6 

1 0 

36.2 

6 

111.8 

O./ 

7  O 

/  .z 

1  y 

£..7  7 

4alco  Chemical 

349.5 

10 

1016  3 

13 

34.8 

5 

1 04.2 

7 

10.0 

10  5 

23.2 

1 7 

1 .85 

4L  Industries 

232,3 

15 

694,0 

8 

-8.1 

NM 

-18.8 

NM 

NM 

2.3 

NM 

NM 

-0.50 

^lin 

576.5 

5 

1  823,6 

9 

5.6 

-63 

50.0 

NM 

1 .0 

2.8 

7.4 

1  4 

2.76 

652  0 

1 967  0 

^ 

34  0 

48 

101  0 

29 

5  2 

3  7 

Quantum  Chemical 

560.0** 

-2 

1734.0 

-9 

-33.8 

NM 

-87.6 

NM 

NM 

NM 

NM 

NM 

-3.56 

tohm  &  Haas 

809.7** 

20 

2307.4 

10 

52.2 

32 

187.9 

41 

6.4 

5.9 

14.4 

17 

3.23 

Schulman  (A.)  (4) 

184.3** 

21 

551  2 

5 

12.8 

-2 

34  4 

6 

6.9 

8.5 

16.2 

18 

1.48 

erra  Industries 

202.5 

4 

999.3 

6 

-6.4 

NM 

35,2 

69 

NM 

NM 

14.4 

10 

0-47 

Jnion  Carbide 

1241.0 

4 

3685  0 

-1 

25.0 

NM 

108  0 

NM 

2.0 

NM 

0  4 

NM 

0-03 

lA/eilman 

212.4 

7 

625.3 

3 

12.4 

22 

38  5 

19 

5-8 

5,1 

1 1.2 

13 

1  57 

kVitco 

425.2 

1 

1272  4 

3 

18  9 

-11 

55  8 

3 

4  4 

5,0 

1  1.6 

14 

3  26 

CONGLOMERATES 

NDUSTRY  COMPOSITE 

39425.5 

6 

115778.3 

4 

1677.4 

442 

5103.0 

55 

4.3 

0.8 

14.5 

17 

2.79 

Allied-Signal 

2936  0 

2 

8990.0 

2 

140.0 

NM 

412,0 

NM 

4-8 

NM 

15.9 

15 

3  76 

Coltec  Industries 

330.6 

-2 

1028.2 

0 

19.9 

241 

40,5 

561 

6-0 

1.7 

NM 

NA 

NA 

Dart  Group  (11) 

31  1.7 

2 

937.2 

8 

1.1 

-57 

7.4 

261 

0-3 

0.8 

2  8 

16 

4-30 

Dial 

853.6 

-1 

2549.4 

-4 

35.0 

32 

84.5 

22 

4,1 

3-1 

4,6 

73 

0  52 

^iggie  International 

278.4 

-2 

863.0 

-5 

4.5 

-1  1 

18.0 

1 

1.6 

1-8 

7.8 

10 

1-73 

'uqua  Industries 

307  6 

32 

872.1 

28 

4.7 

NM 

5.5 

NM 

1,5 

NM 

-9  1 

NM 

-1-29 

General  Cinema  (2) 

992.1** 

2 

2805.8 

1 

71.4 

46 

96.6 

NM 

7.2 

5-0 

-19.7 

NM 

-2  40 

General  Electric 

15137.0 

6 

43692.0 

4 

1  1  10.0 

7 

3384  0 

7 

7,3 

7-3 

20.9 

14 

5.41 

TT 

5500.0 

12 

15945.0 

6 

1 13.0 

-37 

357.0 

-39 

2  1 

3-6 

6.7 

15 

4  22 

LTV 

944.2 

0 

2878  7 

4 

-32.6 

NM 

-1 19.1 

NM 

NM 

6-3 

NM 

NM 

-1,18 

Motional  Intergroup  (9) 

1201,1 

45 

3144.2 

27 

3.6 

NM 

10.4 

NM 

0.3 

NM 

2.2 

29 

0  41 

Ogden 

458,6 

1  1 

1303.1 

12 

17.2 

5 

45.6 

8 

3.8 

4-0 

12  6 

13 

1.41 

Pall  (5) 

204.2 

10 

547.4 

3 

36.8 

22 

82  9 

16 

18.0 

16-3 

16.5 

29 

1.03 

•enn  Central 

448.8 

6 

1330.0 

7 

14.1 

-32 

41.8 

-36 

3-1 

4-9 

2.8 

22 

0  84 

'remark  International 

712.9 

7 

2122.8 

5 

-94,7 

NM 

-46.2 

NM 

NM 

2-7 

0.2 

NM 

0  16 

Teledyne 

708,6 

-6 

2171.9 

-9 

16,3 

NM 

35.5 

NM 

2  3 

NM 

14.2 

16 

1  14 

fenneco 

3180.0 

2 

9825.0 

0 

46,0 

NM 

186.0 

NM 

1-4 

NM 

5  3 

35 

1-04 

rextron 

2030.0 

7 

6185.1 

6 

86.8 

15 

246.9 

14 

4-3 

4-0 

10.9 

10 

3  74 

rRW 

2020.0 

7 

6205.0 

7 

49.0 

53 

150.0 

65 

2-4 

1.7 

-4.6 

NM 

-1-39 

^olhi 

207.5 

-3 

612.7 

6 

0.2 

NM 

-2.0 

NM 

0-1 

NM 

-1.3 

NM 

-0-04 

iVhitman 

662.6 

2 

1769.6 

2 

35.0 

0 

65,7 

15 

5-3 

5.4 

18  6 

15 

0-83 

CONSUMER  PRODUCTS 

INDUSTRY  COMPOSITE 

65004.3 

11 

186149.6 

8 

4515.5 

18 

12645.5 

20 

6.9 

6.5 

21.6 

20 

1.97 

ftPPAREL 

SROUP  COMPOSITE 

6883.2 

14 

18452.1 

12 

287.8 

-27 

894.1 

0 

4.2 

6.5 

15.3 

21 

1.71 

Srown  Group  ( 1  1 1 

415.3 

0 

1286.1 

1 

5.5 

19 

-15,1 

NM 

1-3 

1.1 

-2  8 

NM 

-0-47 

'ruit  of  the  Loom 

451.2 

15 

1408  6 

16 

46.4 

71 

139,5 

76 

10-3 

6.9 

217 

20 

2  26 

Hortmarx  (1 ) 

264.1 

-7 

842.4 

-6 

-213.6 

NM 

-225  9 

NM 

NM 

NM 

-87.0 

NM 

-9.48 

lones  Apparel  Group 

138.7 

26 

344.2 

33 

17.4 

26 

34,9 

38 

12.5 

12.6 

37.2 

23 

1.53 

<ellwood  (8) 

250.9 

14 

705.7 

15 

8.4 

25 

18,7 

46 

3.4 

3.1 

9.2 

12 

1.93 

..A.  Gear  (1) 

136.4 

-20 

350.7 

-29 

-1  1.4 

NM 

-42,1 

NM 

NM 

NM 

-60,3 

NM 

-3.52 

.esiie  Fay 

239.3 

-4 

606.1 

-9 

11. 4 

-39 

23.7 

-18 

4.7 

7.5 

10.6 

10 

1.27 

-iz  Claiborne 

618.3 

1  1 

1647.9 

12 

64.5 

-2 

166  9 

0 

10.4 

1  1.8 

23,5 

15 

2.64 

Mike  (7) 

1099.9 

16 

2814.5 

14 

122.6 

7 

275.8 

13 

11.1 

12,1 

25,3 

18 

4  40 

Oxford  Industries  (7) 

134.3 

9 

396.4 

10 

3.1 

18 

9.3 

58 

2.3 

2,1 

12,1 

12 

1.48 

>hillips-Van  Heusen  (11) 

239.5 

17 

679.9 

13 

6.5 

8 

14.8 

44 

2.7 

2  9 

15,2 

22 

1,22 

teebok  International 

863  2 

13 

2362.6 

10 

74.4 

12 

182.5 

-1 

8.6 

8,7 

25,2 

1  1 

2,49 

lussell 

259.3 

14 

642.2 

17 

24.0 

15 

51.9 

70 

9.2 

9.2 

14.7 

16 

1  89 

ialont 

127.6 

5 

310  6 

8 

6.1 

47 

6.1 

NM 

4.8 

3.4 

NM 

NM 

-1.49 

Footnotes  on  page  111 

FORATE  SCOREBOARD  BUSINESSWEEK/NOVEMBER  16,  1992  113 


I 


COMPANY  SALES   PROFITS 


MARGINS 

RETURN  ON 

COMMON 

12 

3liD 

CHANGE 

9 

CHANGE 

'  3»D 

CHANGE 

9 

CHANGE 

SRC 

SRD 

EQUfTT 

PRICE- 

MONTHS 

QUARTEIi 

FROM 

MOhflHS 

FROM 

QUARTER 

FROM 

MONTHS 

FROM 

QUARTiR 

QUARTER 

12  MONTHS 

EARNiNGS 

EARNING 

IW 

1992 

1991 

1992 

1991 

1992 

1991 

1992 

1991 

ENDING 

RATIO 

PER 

SMIL 

"= 

S.MIL 

S  .MIL 

°! 

Sm;l 

9-30 

'0-23 

SHARE 

Stride  Rite 

168  a 

2 

478.4 

4 

20.7 

10 

59.5 

10 

.'Z.J 

114 

26.2 

14 

1.38 

Tultex 

181.1" 

51 

340.5 

55 

9.9 

36 

5.5 

■  NM 

o.  1 

8.2 

20 

0.42 

VF 

1125.3 

35 

2795.4 

33 

76.6 

42 

166.5 

47 

6.8 

6.4 

21.9 

14 

3.62 

Warnaco  Group 

170.3 

1 1 

440.0 

9 

15.4 

NM 

21,7 

NM 

9.1 

NM 

16  2 

NA 

NA 

ib)  APPLIANCES  &  HOME  FURNISHINGS 

GROUP  COMPOSITE 

7334.8 

9 

21910.1 

9 

142.4 

-18 

478.1 

20 

1.9 

3.6 

7.8 

30 

0.7S 

Armstrong  World  Industries 

659.6 

1  949.7 

5 

-77.2 

NM 

-35.7 

\  V 

NM 

3,6 

-9,1 

NM 

-1.55 

Best  Buy  '0: 

285.4 

4  / 

871.6 

52 

2.6 

46 

9.0 

55 

0.9 

0.9 

7. 1 

27 

1 .08 

^bIicuit  ^iry  3iores  \  i\J] 

72 1  3 

1  4 

2269.4 

1 7 

21.5 

24 

76.9 

48 

3.0 

2.7 

1 8.6 

2 1 

1  80 

n eiiig-mey ers  [  luj 

28 

450  8 

26 

7.9 

33 

25.3 

46 

5  2 

5.0 

1 1 .3 

23 

1  62 

Interco  (10) 

380.6 

7 

1 1 17.7 

6 

1  49.5 

NV. 

130.0 

NM 

39.3 

N  V, 

NM 

3 

3  14 

inrerian  (of 

1  OO.  J 

1 3 

499.9 

8 

-7.9 

NM 

-56.9 

NM 

NM 

NM 

-25.8 

NM 

-5.81 

Kimbotl  1  nternotionoi  [6] 

1712 

24 

501  -7 

24 

7.3 

-20 

28.6 

32 

4.3 

6.6 

1 1 ,5 

1  4 

1  74 

La-Z-Boy  Chair  (S) 

140.0 

8 

464.2 

4 

2  s 

-5 

1 6.4 

-5 

2.0 

2.3 

1 0  1 

1 5 

1  38 

Leggett  &  Piatt 

304.3 

9 

873.0 

6 

17.8 

48 

46.5 

59 

5.8 

4.3 

14.2 

17 

1.51 

Masco 

899.0 

1 2 

2617.0 

1 2 

50.8 

64 

1 40. 1 

93 

5.7 

3.8 

6.1 

35 

0.73 

Maytag 

735.5 

1 

2258.8 

1 

-50.2 

NM 

-6.6 

NM 

NM 

3.3 

1.4 

NM 

0.14 

Pier  1  Imports  "  C 

166.4 

3 

467.6 

4 

7.5 

38 

20.1 

34 

4.5 

3.3 

13.4 

14 

0.67 

Sunbeam-Oster 

200.1 

1 1 

724.4 

9 

1 1.9 

40 

44  6 

27 

A  1 

4./ 

16.0 

20 

0.75 

Toro  ;5j 

135.3 

-27 

518.7 

-11 

-15.0 

NM 

-17.6 

NM 

NM 

NM 

-16.0 

NM 

-1.98 

Whirlpool 

1912.0 

14 

5467.0 

8 

55.0 

15 

143.0 

10 

2.9 

2.9 

11.7 

15 

2  61 

Zenith  Electronics 

313.3 

-9 

858.5 

-7 

-41  8 

N  V 

-85  6 

N  V 

N  V 

NM 

-32.0 

NM 

-2.90 

(c)  BEVERAGES 

GROUP  COMPOSITE 

i  

14087.4 

14 

39210.5 

13 

1323.3 

25 

3526.5 

18 

9.4 

8.6 

23.7 

35 

1.64 

Anheuser-Busch 

JUr  1  ,o 

5 

318.0 

9 

859.2 

10 

10.3 

10.0 

21.7 

15 

3.54 

Brown-Forman  (8) 

IOjC  a 

26 

946.3 

18 

35.2 

27 

101.1 

9 

10.8 

10.7 

21.1 

15 

5  56 

Coca-Cola 

OOU/  .O 

1  1 

9829.8 

13 

540.6 

18 

1504.7 

19 

15.4 

14.4 

42.9 

28 

1.41 

Coco-Cola  Bottling  Consolidated 

170.9 

39 

492.9 

41 

1.8 

197 

3.3 

97 

1  n 

n 

0.5 

NM 

0.08 

Coco-Colo  Enterprises 

1351.0 

33 

3848.0 

29 

2.0 

NM 

8.0 

-81 

0.1 

NM 

-S.l 

NM 

-1.01 

 PepsiCo  

5640.0 

16 

15427.5 

1 3 

425.7 

49 

1050  2 

30 

7  5 

5.8 

20  3 

24 

1.65 

(djPERSONAL  CARE 

1      GROUP  COMPOSITE 

14041.7 

11 

40297.1 

10 

906.4 

34 

2467.4 

21 

6.5 

5.4 

24.0 

22 

2.42 

'      Alberto-Culver  ;3j 

291  2 

'  6 

644  r 

^- 

?  ' 

:  2 

29.2 

32 

3  4 

3.6 

13.8 

18 

1.36 

Avon  Products 

938.8 

9 

2635.3 

7 

53.9 

13 

71 .7 

-39 

5.7 

5.5 

74.0 

24 

2,36 

Block  Drug 

1  •? 
1  jy.o 

12 

457  6 

)  1 

15.8 

9 

46  6 

9 

9.9 

10.2 

1 3.3 

14 

3.29 

tnurcn  &  uwignt 

1 33.0** 

3 

377.0 

g 

9.4 

2 1 

2 1 .2 

7.1 

6.3 

1 8.0 

23 

1 .36 

Clo rox  6 

6 

1388.8 

5 

44  6 

4 

94.8 

163 

10.1 

10.3 

14.7 

20 

2.20 

Colgate-Palmolive 

1835.8 

22 

5235.9 

17 

128.9 

.NM 

367.1 

866 

7.0 

NM 

20.1 

21 

2.84 

Ecolob 

260.7 

7 

741.9 

1 0 

20.2 

5 

45.7 

9 

7.7 

7.9 

18.8 

18 

i  90 

Gillette 

1249.2 

10 

3654.9 

9 

128.2 

23 

378.1 

21 

10  3 

9.1 

38.2 

26 

2.23 

1      Helene  Curtis  Industries  ■  01 

322  1 

1  8 

861  5 

1 5 

8  2 

1  7 

1 7.2 

45 

i.D 

Z.O 

1 2.4 

1  S 

2.18 

NCH  S 

175.0 

4 

516.1 

2 

11.1 

4 

29.1 

-7 

O.J 

A 

O.J 

13.9 

14 

4.82 

Procter  &  Gamble  (6) 

7879.0 

9 

22529.0 

9 

431.0 

-20 

1244.0 

-2 

5.5 

7.4 

23.6 

21 

2.46 

Stonhome 

182.2 

6 

535  8 

7 

1  1.7 

-1 

31.3 

11 

6.4 

6  9 

19.3 

14 

2.39 

1  Tombrands 

!  7i  5 

■-5 

518  5 

7 

33  6 

1  44 

91.3 

22 

19.2 

9  1 

51.6 

27 

2.38 

i  (e)TOBACCO 

GROUP  COMPOSITE 

32657.1 

9 

66279.7 

4 

1855.5 

23 

5279.4 

26 

8.2 

7.3 

24.5 

15 

2.44 

'      American  Brands 

2239  4 

8 

6550. 7 

6 

8 

650.5 

10 

9  1 

9.0 

19.4 

10 

fv 

Culbro 

292.2" 

C 

853.5 

NM 

2.8 

989 

0.4 

NM 

4,8 

13 

1 .3i 

Philip  Morris 

15005.0' 

9 

442 1 1  0 

3 

■291  0 

16 

3743.0 

18 

8.6 

8.1 

34,2 

15 

4.9i 

RJR  Nabisco  Holdings 

4021.0 

7 

11647.0 

6 

252.0 

105 

605.0 

192 

6.3 

3.3 

9.2 

13 

0.6C 

Universal  r 

826.6" 

19 

2246.0 

11 

23.8 

18 

45.5 

10 

2.9 

2.9 

24.7 

11 

2.2< 

UST 

273.0* 

10 

771.7 

15 

84  7 

'  5 

232  7 

29  7 

24 

1.3i 

7  CONTAINERS  &  PACKAGING 


INDUSTRY  COMPOSITE  6388.4  4       18485.4         4  195.5  10        557.3         13         3.1        2.9  7.5  26  0.91 


(ajCLASS,  METAL,  &  PLASTIC 


GROUP  COMPOSITE 

2701.5 

1 

7751.6 

3 

116.0 

40 

297.4 

60 

4.3 

3.1 

12.8 

31 

I.K 

Ball 

566.5 

-2 

1653.0 

8 

21.0 

-1 

51.4 

-1 

3.7 

3.7 

10.6 

15 

2.0f 

Constar  International 

161.2 

18 

479.2 

19 

5.9 

113 

17.3 

57 

3.7 

2.0 

14.1 

22 

l-5( 

Crown  Cork  &  Seal 

1020.9 

-3 

2878  4 

-2 

505 

24 

125.6 

23 

4  9 

3.9 

13.1 

21 

1.7. 

1  Owens-Illinois 

952.9 

4 

2741  0 

3 

38  6 

1  1  1 

103.1 

393 

2.0 

14  1 

34 

0,2- 

'  (b)PAPER 

0.9< 

GROUP  COMPOSITE 

3686.9 

7 

10733.8 

5 

79.5 

-16 

259.9 

-IS 

2.2 

2.7 

5.3 

31 

Bemis 

292.6 

3 

879.6 

3 

14.5 

6 

40.8 

16 

5.0 

4.8 

17.0 

20 

1.1. 

Federal  Paper  Board 

337.9 

-1 

1006.3 

-2 

24.1 

0 

66.5 

-13 

7.1 

7.1 

7.0 

16 

1.5: 

Greif  Bros.  ,2' 

127  9 

21 

378.7 

23 

5.6 

1 

19.4 

98 

4  4 

5.3 

1 1.2 

14 

2-6: 

1      Longview  Fibre  121 

•77  9 

10 

503.4 

92 

22.3 

141 

4  9 

2  8 

7.7 

26 

0-5' 

1  Nashua 

151-2 

9 

407,3 

1 

3.3 

30 

3.8 

13 

2.2 

1.8 

0.8 

NM 

0.1- 

Sonoco  Products 

462.6 

10 

1354.0 

8 

27.8 

11 

80.1 

14 

6.0 

6.0 

17.6 

19 

2  4- 

Stone  Contt  irer 

1464.6 

7 

4189.9 

4 

-43.7 

NM 

-94.7 

NM 

NM 

NM 

-9.8 

NM 

-1.9 

Temple-Inland 

672  2 

5 

2014.6 

8 

39.2 

23 

121.7 

6 

5.8 

5,0 

9.1 

18 

2  6 
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OMPANY 


SALES 


PROFITS 


3RD  CHANGE 
QUARTER  FROM 
1992  1991 

S  Mil.  % 


9 

MONTHS 
1992 
SMIL. 


CHANGE 
FROM 
1991 


3RD 
QUARTER 
1992 
SMIL 


CHANGE 
FROM 
1991 


9 

MONTHS 
1992 
SMIL, 


CHANGE 
FROM 
1991 


MARGINS       RETURN  ON 

COMMON  12 

3RD         3RD          EQUIIY  PRICE-  MONTHS' 

QUARTER  QUARTER    12  MONTHS  EARNINGS  EARNINGS 

1992         1991         ENDING  RATIO  PER 

%           %            9-30  10.23  SHARE 


HSCOUNT&  FASHION  RETAILING 


IDUSTRV  COMPOSITE 


78294.8 


10  238736.9 


10 


987.8 


-29 


4643.6  -14 


1.3 


2.0 


10.2 


28 


1.43 


utoZone  (4) 
oker  (J.)  (11] 
ddor  (11) 

harming  Shoppes  (11) 


349.7 
133.5 
492.0 
289.6 


1 1 
5 
13 
14 


786.5 
380  3 
1541.3 
847  7 


21 
15 


15 


25  5 
3.2 
4  9 

21.7 


21 
58 
96 
32 


50.7 
7.2 
29.2 
575 


39 
130 
361 

39 


7.3 
2.4 
1.0 
7.5 


6.7 
1.6 
0.6 
6.4 


24  8 

9.1 
15.0 
17.4 


37 
19 
14 
28 


0.87 
0.93 
1.75 
1.29 


onsolidated  Stores  (1  1)                    203.2  15  646,0  18  5.1  136  25.4  205  2.5  1.2  15.2  27  0.59 

ostco  Wholesale  (4)  2081.9**  21  5098.0  24  39  2  21  92.8  31  1.9  19  14  9  32  0.93 

oyton  Hudson  (1  1)  3967.0**  11  12935.0  10  42  0  5  269.0  -13  1.1  11  12,4  19  3,91 

illard  Department  Stores  ( 1 1 )  1016,3**  12  3453,2  12  36,5  2  174,9  5  3.6  3,9  12,8  21  1,91 


ollar  General  (H)  216,9  25  648,5 

dison  Brothers  Stores  (11)  348,7  11  1116,3 

amily  Dollar  Stores  (4)  297.2  16  894.8 

^derated  Department  Stores  ( 1 1 )  1457.2**  -3  5163  3 


24 


17 

-3 


6  7 
12.7 
10  9 

-15,8 


79 
1  1 
33 
NM 


22,9 
51,4 
44,1 
-970,9 


65 
3 
36 
NM 


3,1 
3,6 
3,7 
NM 


2,2 
3,6 
3,2 

NM 


16,9 
15,8 
21,1 

-53.1 


25 
15 
19 
NA 


1,01 
2,92 
1,00 

NA 


ngerhut 

ap  (11) 
enesco  (11) 
rossman's 


353.2 
614.1 
130.0 
245.8 


14 
17 
10 
7 


1021.7 
2006,5 
368,2 
649,1 


10 
22 
4 
4 


5  6 

37,7 
1,6 
4,7 


-34 
10 

NM 
20 


26,4 
166  9 

2,1 
5,6 


-1 
27 
NM 

3 


1,6 
6,1 
1,2 
1,9 


2,7 
6,5 
NM 
1,7 


13,1 
30,9 
2,3 
2  9 


13 
19 
53 
22 


2,08 
1,67 
0,14 
0,17 


iechinger  (1 1)  549,7  20  1347,2  16  15,5  12  -37,1  NM  2.8  3.0  -6,5  NM  -0.73 

mis  Department  Stores  (1 1)  358.9  -2  1267.4  -7  -7,4  nm  3,0  NM  NM  NM  nm  1  0,59 

lomc  Depot  (1 1)  1856,4  37  4794,7  35  101,9  42  249,0  51  5.5  5,3  14,7  60  0,94 

lome  Shopping  Network  (4)  261,3  2  806,1  2  7,4  nm  24,3  NM  2.8  NM  18  8  15  0.42 


ouse  of  Fabrics  (11) 

126.6 

29 

406.2 

29 

-0,4 

NM 

10.6 

-7 

NM 

1,6 

9,6 

9 

1,15 

omesway  (11) 

204.2 

-2 

641  2 

-2 

-0,6 

NM 

-1,5 

NM 

NM 

NM 

-1,1 

NM 

-0,08 

mart  (1 1) 

9234.0** 

9 

28278.0 

8 

168,0 

3 

763.0 

14 

1,8 

19 

12,9 

13 

1,97 

ohi's  (4) 

247.0 

22 

741  8 

15 

5,6 

534 

10.7 

-1 

2,2 

0,4 

13,5 

42 

0.60 

ands'  End  (11) 

136.7 

13 

548,1 

15 

2,5 

126 

27.1 

54 

1.8 

0,9 

27,1 

17 

1.78 

mited  (11) 

1489.4** 

8 

4961,2 

13 

80,1 

1 

331  9 

10 

5.4 

5,8 

20,4 

22 

1,11 

owe's  (11) 

1061.6 

23 

2654,5 

24 

29  7 

18 

10.2 

-76 

2.8 

2  9 

3,3 

62 

0,32 

lay  Department  Stores  (11) 

2486,0** 

5 

8236  0 

3 

393,0 

379 

740,0 

80 

15.8 

3,4 

29,4 

10 

6,57 

lelville 

2390.6 

3 

6945  0 

5 

56,1 

1 

121,2 

7 

2  3 

2,4 

19,6 

15 

3,26 

lercantile  Stores  (11) 

601.8** 

1 1 

1985,3 

7 

5,4 

-70 

54,7 

-37 

0.9 

3  3 

6  9 

13 

2,32  , 

lerry-Go-Round  Enterprises  (11) 

181.6 

16 

603,1 

13 

6,4 

-8 

1  1.0 

-63 

3.5 

4.4 

9,8 

30 

0.38 

teyer  (Fred)  (11) 

641.7 

4 

2182,5 

6 

14,9 

29 

46.6 

33 

2.3 

1,9 

12,7 

14 

1.99 

eiman  Marcus  Group  (5) 

415.8** 

7 

1374.2 

4 

-6,8 

NM 

13  6 

NM 

NM 

NM 

NM 

NM 

-0.21 

ordstrom  (11) 

951.6 

5 

2593,5 

7 

41  7 

-16 

104.1 

-15 

4.4 

5,5 

12,5 

21 

1.51 

amida  Holdings  (11) 

165.0 

-5 

466.5 

-9 

1.8 

NM 

3.9 

NM 

1.1 

NM 

40,6 

4 

0.78 

enney  (J.  C.)  (1 1) 

4052.0 

9 

13780,0 

6 

80-0 

158 

253.0 

-20 

2.0 

0,8 

9,3 

26 

2.87 

ep  Boys-Manny,  Moe  &  Jack  (1 1 

309.2 

18 

828  2 

17 

16,7 

47 

37.1 

47 

5,4 

4,3 

9  9 

32 

0.82 

etrie  Stores  (11) 

355.0 

4 

1065,7 

3 

1,5 

-62 

15.1 

23 

0,4 

12 

1,7 

98 

0.23 

rice  (4) 

1729.7** 

8 

4993,8 

10 

29,7 

-13 

78.8 

-10 

1,7 

2,1 

16,1 

14 

2.61 

JVC  Network  (11) 

221.3** 

1  1 

736,1 

15 

8,7 

152 

30.1 

1  17 

3,9 

1,7 

10.1 

21 

1.00 

ose's  Stores  (11) 

300.0 

-9 

101 1,9 

-9 

-4  8 

NM 

-25.3 

NM 

NM 

NM 

-204 

NM 

-1.49 

OSS  Stores  (11) 

253,9 

10 

756,0 

1 1 

9,7 

1  1 

26.6 

29 

3,8 

3,8 

16.7 

14 

1.18 

ears.  Roebuck 

14486,1** 

1 

42267,5 

2 

-833,7 

NM 

-166.1 

NM 

NM 

1,6 

2.3 

43 

0.97 

ervice  Merchandise 

698  2 

6 

2144,4 

7 

-1.7 

NM 

-5.1 

NM 

NM 

NM 

80.8 

13 

0.83 

hopKo  Stores  ( 1 0) 

354  2 

4 

1277  7 

7 

4.4 

18 

36.5 

5 

1,2 

1,1 

15.5 

10 

1  59 

piegel 

457,6 

15 

1349,6 

7 

1,9 

20 

3-0 

-23 

0,4 

0,4 

3,6 

39 

0,31 

trawbridge  &  Clothier  (11) 

214,4** 

1 

757,6 

2 

-16 

NM 

15,8 

48 

NM 

NM 

5.8 

15 

1-45 

JX(11) 

753,6 

16 

2224,2 

13 

19,0 

38 

48,2 

10 

2  5 

2  1 

27  1 

24 

1,07 

9ys  'R'  Us  (11) 

1249,1 

18 

5282,3 

14 

32,7 

40 

322,6 

14 

2,6 

2,2 

14,0 

30 

1,20 

S.  Shoe  (11) 

640  3 

-5 

1982  3 

-4 

-7,4 

NM 

8.0 

NM 

NM 

0,9 

3,4 

31 

0,37 

alue  City  Department  Stores  (5) 

155,1** 

6 

503,2 

1  1 

4,4 

29 

23.1 

20 

2,8 

2.3 

21,8 

20 

0,98 

enture  Stores  (11) 

387  0** 

14 

1272.9 

12 

5,3 

35 

39.3 

16 

1.4 

12 

35.5 

10 

2  63 

/abon  (11) 

863,5 

17 

2336,1 

18 

12,8 

35 

29.6 

71 

1.5 

1.3 

8.6 

19 

1,09 

/ol-Mort  Stores  (11) 

13028  4 

26 

38316.6 

28 

420,4 

22 

1409,8 

24 

3,2 

3,3 

23,0 

40 

1  53 

/oolworth  (11) 

2230,0** 

0 

7462,0 

1 

33,0 

57 

-78,0 

NM 

1,5 

0  9 

-19 

NM 

-0,29 

iLEGTRICAL  &  ELECTRONICS 

IDUSTRY  COMPOSITE 

29351.0 

8 

86038.1 

6 

1438.8 

NM 

3615.7 

183 

4.9 

NM 

10.4 

18 

1.92 

tECTRICAL  PRODUCTS 

ROUP  COMPOSITE 

6501.1 

-2 

19295.9 

1 

194.3 

NM 

707.9 

NM 

3.0 

NM 

9.5 

17 

1.48 

ooper  Industries 

1484,9** 

-2 

4522  4 

-2 

94,2 

-5 

280,6 

3 

6.3 

6,6 

10.1 

17 

3.07 

ubbell 

202.3 

5 

585  5 

3 

22,7 

5 

70,7 

4 

1  1.2 

1  1,3 

17,3 

17 

2  95 

lagnelek  (6) 

335.8 

14 

988,0 

1 1 

6,8 

2 

22,7 

-18 

2,0 

2,3 

14,7 

1  1 

1,21 

ational  Service  Industries  (4) 

426,2 

5 

1232,2 

3 

20,9 

31 

56.5 

636 

4,9 

3  9 

10,9 

17 

1,50 

aychem  (6) 

348.5 

15 

1012,2 

7 

3,8 

-49 

-16.6 

NM 

1,1 

2,4 

-2,8 

NM 

-0,52 

eliance  Electric 

398,0 

8 

1  154,0 

3 

15,0 

200 

34.0 

26 

3,8 

1,4 

6  9 

28 

0.57 

lomas  &  Betts 

266.4 

96 

790,6 

85 

16,8 

57 

32.0 

-14 

6,3 

7,9 

9  6 

29 

2.36 

'estinghouse  Electric 

3039.0 

-1  1 

901  1,0 

-4 

14.0 

NM 

228.0 

NM 

0,5 

NM 

9,8 

1  1 

1.13 

DRATE  SCOREBOARD 
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COMPANY  SALES   PROFITS 


MARGINS 

RETURN  ON 

COMMON 

12 

3RD 

CHANGE 

9 

CHANGE 

3RD 

CHANGE 

9 

CHANGE 

3RD 

3R0 

EQumr 

PRICE- 

MONTt 

UUAKICK 

FROM 

MONTHS 

FROM 

QUARTER 

FROM 

MONTHS 

FROM 

QUARTER 

QUARTER 

12  MONTHS 

EARNINGS 

EARNIN 

1992 

1991 

1992 

1991 

1992 

1991 

1992 

1991 

1992 

1991 

ENDING 

RATIO 

PER 

s  m 

S  MIL. 

SMIL 

S.MIL 

9-3  G 

10-23 

SHARl 

(b)ELECTRONICS 

GPOUP  COMPOSITE 

12909.3 

10 

38043.0 

597.6 

103 

1041  8 

-15 

4.6 

2.5 

ft  1 

ly 

E-Systems 

556  5 

12 

1540.0 

7 

31,3 

1 1 

88.3 

1  1 

5.6 

5.7 

14.9 

10 

3.6C 

General  Instrurnent 

284.3 

20 

776.6 

1  2 

2,3 

NM 

-24.6 

NM 

0.8 

NM 

NA 

NA 

NA 

vjm  nugnes  electronics 

2839.6 

4 

871 6.7 

5 

1 55.2 

306 

-248.2 

NM 

5.5 

1 .4 

0.1 

NM 

O.Oc 

Horris  i6) 

727.6 

2290.0 

2 

20.7 

63 

76.3 

g 

2.9 

1.9 

8  9 

1 4 

2  Ai 

Litton  Industries  (5) 

4  J  J  I  .  / 

40. U 

NM 

132.9 

400 

3.1 

NM 

1 3.3 

1 0 

4.2i 

Loral  (9) 

738  9 

6 

2214.1 

3 

40.6 

39 

1  10.1 

34 

5.5 

4.2 

11.4 

10 

4.i: 

AAotorola 

3396.0 

24 

9592.0 

16 

129.0 

39 

402.0 

23 

3.8 

3.4 

10.5 

24 

3.9J 

Roytheon 

2214.0 

-1 

6663.3 

-3 

1 56  1 

5 

465.2 

7 

7  \ 

O.C 

17.4 

9 

4.6i 

SCI  Systems  (6) 

349.5 

46 

934.8 

21 

4.2 

142 

00 

697 

1 .2 

0.7 

3.3 

45 

0.3C 

Varian  Associates  (3) 

358.5 

6 

983.8 

-7 

13.1 

0 

31.0 

-31 

3.7 

3  9 

9.2 

17 

2.0i 

(c)  INSTRUMENTS 

fiPOUP  COMPOSITE 

4297.7 

10 

12402.2 

284.5 

67 

647.0 

50 

6.6 

4.4 

16.8 

12 

Ametek 

186.0 

9 

578.1 

9 

10.7 

13 

33.8 

23 

5.8 

5.6 

19.9 

14 

1.01 

Beckman  Instruments 

220.5 

6 

658.6 

6 

1  14 

1  1 

31.4 

13 

5.2 

5.0 

1 1.1 

14 

1.4< 

1 550.0 

45  1  7  4 

\ 

1  76  0 

1 23 

377.9 

65 

1  1.4 

5,3 

25  0 

9 

6  9C 

Johnson  Controls  (3) 

1450.6 

21 

3941.1 

16 

417 

33 

94.6 

34 

2.9 

2.6 

12.9 

15 

2.8<; 

Miitipore 

198.4 

1 1 

583.8 

5 

13.3 

22 

34.0 

-17 

O./ 

O.  1 

10.7 

18 

1.8i! 

Perkln-Elmer  (5) 

256.1 

9 

71  2.8 

6 

19.6 

55 

49.7 

NM 

7  6 

5  4 

19.2 

18 

1 .72 

Tektronix  (7) 

304.6 

6 

1010. 1 

0 

6.2 

-36 

8.2 

-78 

2.0 

3.3 

3.7 

38 

0.5! 

Teradyne 

131.5 

1 

400.2 

6 

5  7 

-19 

17.4 

60 

4.4 

5.4 

7.6 

19 

0.7; 

(d)SEMICONDUCTORS 

GROUP  COMPOSITE 

5643.0 

14 

16297.2 

10 

362.5 

1285 

1219.0 

163 

6.4 

0.5 

12.6 

21 

1.M 

Advanced  Micro  Devices 

356.7 

23 

1  1  14.3 

30 

49  1 

188 

175.4 

355 

13.8 

5.9 

29.6 

5 

3.01 

AMP 

847.1 

15 

2492.6 

8 

77.8 

26 

220  0 

12 

9.2 

8.4 

14.7 

23 

2.6J 

Analog  Devices  (2) 

144.3 

1 1 

418.5 

3 

5.0 

743 

7  9 

-27 

3.4 

0.5 

1.4 

NM 

O.K 

Intel 

1426.2 

20 

3987.2 

12 

240.8 

19 

638.0 

1 

16.9 

17.0 

17.6 

17 

3.8f 

LSI  Logic 

154.0 

-1  1 

456.3 

-14 

-1 1  1.4 

NM 

-1  16.9 

NM 

NM 

0.5 

-61.6 

NM 

-2.61 

Micron  Technology  (4) 

135.2 

9 

394.5 

14 

2  9 

-70 

6.0 

-58 

2.1 

7.7 

1.3 

NM 

o.i; 

Molex  6; 

215  2 

15 

615.1 

12 

18,4 

24 

54.6 

17 

8.6 

8.0 

10.3 

25 

1.4: 

National  Semiconductor  I7i 

472.4 

15 

1365.7 

10 

21,9 

NM 

63.9 

NM 

4.6 

NM 

10.7 

23 

0.5( 

Texas  Instruments 

1892.0 

1  1 

5453,0 

8 

58,0 

NM 

170.0 

NM 

3.1 

NM 

2.5 

98 

0.5( 

loFOOD 

INDUSTRY  COMPOSITE 

70434.5 

3 

211369.8 

2 

1365.1 

-32 

4799.4 

-15 

1.9 

2.9 

18.1 

22 

1.5< 

(ajFOOD  DISTRIBUTION 

GROUP  COMPOSITE 

9337.3 

2 

29749.0 

4 

110.9 

-4 

366.8 

4 

1.2 

1.3 

13.5 

18 

1.3i 

Fleming 

2934  8 

-1 

9816  9 

0 

21.8 

-18 

84.6 

0 

0.7 

0.9 

7,1 

14 

1.9< 

Richfood  Holdings  (8) 

245  6 

4 

835,8 

7 

3.4 

35 

12.1 

45 

1.4 

1.1 

21.1 

12 

1.4( 

Rykoff-Sexton  81 

371.5 

1 

1 139.4 

5 

-0.1 

NM 

4.2 

-54 

NM 

0.9 

4.9 

19 

0.8( 

Smart  &  Final 

238  9 

15 

573.3 

13 

5.1 

25 

11.3 

NM 

2.1 

2.0 

13.2 

23 

1.0 

Super  Food  Services  (4) 

362.4" 

-38 

1  132.7 

-19 

2.2 

-50 

-7.9 

NM 

0.6 

0.8 

-4.5 

NM 

-0.5 

Super  Rite  (10) 

298.7 

19 

917.7 

21 

1.5 

-25 

6.0 

652 

0.5 

0.8 

-7.5 

NM 

-0.2 

Supervalu  (10) 

2469.6 

4 

8382.6 

6 

32.2 

5 

125.4 

2 

1.3 

1.3 

20.0 

10 

2.8< 

Sysco  (6) 

2415.8 

1  1 

6950.6 

1  1 

44.9 

7 

131.3 

1 1 

1.9 

1.9 

16.6 

28 

0.9- 

(b)FOOD  PROCESSING 

GROUP  COMPOSITE 

30679.9 

6 

90689.0 

5 

932.0 

-37 

3834.6 

-6 

3.0 

5.1 

19.5 

22 

\A\ 

American  Maize-Products 

146.0 

1 

418.2 

4 

5.2 

7 

10.9 

16 

3.6 

3.4 

8.6 

10 

2.2: 

Borden 

1856.2 

-1 

5318.0 

-1 

-376.8 

N  V, 

-239.0 

NM 

NM 

5.3 

-1 1.0 

N,V, 

-1.3; 

Campbell  Soup  (5) 

1433.4 

6 

4716,0 

2 

109.2 

29 

361,3 

22 

7.6 

6  3 

24.2 

22 

1.9; 

ConAgra  (7) 

5516.0 

4 

15939,1 

4 

71.9 

5 

263.9 

9 

1.3 

1.3 

15  4 

20 

1.5( 

CPC  International 

1601.5 

8 

4808.5 

4 

1 17.4 

10 

318.8 

8 

7.3 

7.2 

27.4 

17 

IT, 

Curtice-Burns  Food  (6) 

215.7 

0 

654.4 

-1 

1.3 

22 

3.9 

NM 

0.6 

0.5 

6.1 

18 

0.7; 

Dean  Foods  (7) 

543.2 

2 

1750.1 

8 

15.4 

-9 

44.6 

-21 

2.8 

3.2 

13.7 

18 

1.5( 

Dole  Food 

956.9 

7 

261 1.9 

4 

21.3 

-18 

88.1 

-16 

2.2 

2.9 

10.7 

14 

1.9( 

Doskocil 

192.3 

-4 

552.6 

-10 

2.7 

NM 

1.8 

NM 

1.4 

NM 

6.5 

13 

0.91 

Flov/ers  Industries  (6) 

210.7 

10 

692.3 

9 

6.4 

75 

29.0 

56 

3.1 

1.9 

13.0 

19 

0.91 

General  Mills  [7] 

2019.6 

5 

5888.4 

7 

159  6 

12 

394  8 

8 

7.9 

7.4 

38.8 

21 

3.1. 

Gerber  Products  i9) 

344.7 

5 

999.5 

7 

34.6 

-3 

1  12.8 

23 

10.0 

10.9 

26.1 

20 

1.7: 

Heinz  (H.  J.)  (8) 

1564.4 

4 

5053.7 

2 

143.8 

-43 

404.8 

-25 

9.2 

17.0 

22.3 

20 

2.0( 

Hershey  Foods 

827.5 

8 

2250.3 

1 1 

66.9 

4 

160.3 

1 1 

8.1 

8.4 

17.1 

18 

2.6 

Hormel  (Geo.  A.)  (2) 

671.2 

-1 

1972.0 

-5 

16.1 

26 

53.2 

7 

2.4 

1.9 

14.7 

17 

i.i; 

IBP 

2872  5 

8 

8349  2 

6 

13.3 

44 

45,2 

NM 

0.5 

0.3 

1 1.1 

15 

1.21 

International  Multifoods  (10) 

542.4 

0 

1641.7 

0 

9  2 

6 

24  6 

6 

1.7 

1,6 

12.6 

14 

2.0: 

Interstate  Bakeries  (7) 

273.7 

4 

890.9 

4 

9.2 

126 

23.2 

NM 

3.4 

1.5 

16.4 

12 

1.5. 

Kellogg 

1670.7 

1 1 

4769.8 

10 

204.2 

18 

568  5 

17 

12.2 

11.4 

30.2 

25 

2.8. 

McCormick  ( ! ) 

360.3 

5 

1019,2 

2 

23.9 

15 

60.2 

18 

6.6 

6.1 

21.3 

25 

l.li 

Pet  (6) 

409  2 

-4 

1282.4 

-1 

20.9 

2 

67  9 

14 

5.1 

4.8 

18.7 

18 

0.9. 

Pioneer  Hi-Bred  International  {-] 

204.5 

-2 

1207  3 

12 

-6.1 

NM 

185.5 

31 

NM 

NM 

18.5 

16 

1.6' 

1     Quaker  Oats  (6) 

1494.2 

10 

4372.0 

3 

62.5 

47 

223.0 

5 

4  2 

3.1 

35.1 

19 

3-5 

1      Sara  Lee  (6) 

3583.3 

15 

10125,7 

12 

142.0 

-46 

450.2 

-14 

4.0 

8.5 

19.7 

23 

2.5. 

1  Seaboard 

243  0 

24 

707,8 

23 

5.5 

54 

18.4 

44 

2.3 

1.8 

10.7 

9 

18  0 
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lOMPANY  SALES   PROFITS  

MARGINS       RETURN  ON 

COMMON  12 


3RD 

CHANGE 

9 

CHANGE 

3RD 

CHANGE 

9 

CHANGE 

3RD 

3RD 

EQUITY 

PRICE- 

MONTHS' 

QUARTER 

FROM 

MONTHS 

FROM 

QUARTER 

FROM 

MONTHS 

FROM 

QUARTER 

QUARTER 

12  MONTHS 

EARNINGS 

EARNINGS 

1992 

199] 

1992 

1991 

1992 

1991 

1992 

1991 

1992 

1991 

ENDING 

RATIO 

PER 

SMIL, 

% 

SMIL. 

% 

SMIL. 

% 

SMIL, 

% 

930 

10-23 

SHARE 

mithrield  Foods  (8) 

228  3 

-5 

777  9 

-4 

1 .5 

-52 

1 5.0 

-39 

0,7 

1 .3 

1 7,3 

1  5 

1 .26 

torn  Apple  Valley  (7) 

22 1 .2 

-7 

533.0 

-12 

5.2 

-10 

1 4.0 

-9 

2,4 

2.5 

28, 1 

6 

5.4 1 

rLK  rOOuS  (oj 

1 40  7 

1  A 

yim  o 

0 

y 

4  2 

6  7 

1 0 

3  0 

2  0 

7  5 

24 

0.71 

Vng\ey  (Wm.)  Jr. 

336.6 

16 

985.2 

13 

41.3 

16 

123.2 

17 

12.3 

12.2 

28,3 

27 

1.25 

OOD  RETAILING 

ROUP  COMPOSITE 

30417.4 

-1 

90931.6 

-1 

322.2 

-23 

598.0 

-52 

1.1 

1.4 

14.7 

22 

0.94 

Ibertson's  (11) 

2604.2 

19 

7099.7 

10 

66.0 

12 

179.8 

-6 

2.5 

2.7 

19.2 

25 

1.81 

mericon  Stores  (11) 

4702.5 

-1 1 

14843  2 

-9 

50.6 

-57 

128.7 

-46 

1.1 

2  2 

10.1 

18 

2.27 

runo's  (6) 

641.7 

6 

1987.6 

4 

12.7 

-7 

36.5 

-23 

2.0 

2.2 

13.1 

16 

0  68 

asey's  General  Stores  (8) 

178.6* 

7 

466.7 

4 

4.1 

15 

8.2 

15 

2.3 

2.1 

12.1 

16 

1.08 

airy  Mart  Convenience  Stores  (11)  151.1* 

-2 

418.3 

-3 

1.9 

-22 

2.3 

3 

1.2 

1.5 

9.5 

8 

0.70 

elchamps  (6) 

255.4 

9 

737.1 

5 

3.0 

581 

8.2 

-19 

1.2 

0.2 

7.4 

17 

1.17 

ogle  Food  Centers  (11) 

271.8 

-5 

81 1.4 

-5 

1.3 

-43 

6.4 

NM 

0.5 

0.8 

12.2 

9 

0.75 

ood  Lion 

1687.5 

12 

4927.9 

12 

48.5 

-5 

150.8 

4 

2.9 

3.4 

22.6 

23 

0.44 

oodaroma  Supermarkets  (2) 

176,5 

-4 

525.7 

1 

0  4 

-2 

1.2 

136 

0.2 

0.2 

0.4 

NM 

0.12 

>iant  Food  (10) 

778.6 

0 

2733,3 

4 

12.0 

-37 

55.7 

-37 

1.5 

2.4 

11.1 

15 

1,18 

>reat  Atlantic  &  Pacific  Tea  (10) 

2431.8 

-8 

8488.0 

-6 

7.6 

-47 

42.7 

NM 

0.3 

0.5 

-3.5 

NM 

-1.02 

roger 

6333.1 

2 

16443.8 

1 

6.9 

-59 

32.4 

-46 

0.1 

0.3 

NM 

14 

0.82 

enn  Traffic  (11) 

699.4** 

-I 

2089.1 

0 

1.0 

NM 

1.3 

NM 

0.1 

NM 

-8.6 

NM 

-0.04 

uddick  (3) 

392.7 

5 

1  180.4 

6 

7.7 

6 

23.1 

9 

2.0 

1,9 

12,2 

13 

1.30 

afeway 

3455.5 

~2 

1  UJU.^.  1 

20.0 

-62 

76.2 

-34 

0.6 

1 .5 

16.5 

J/ 

U.J  1 

eaway  Food  Town  (4) 

140.1 

-6 

419.3 

-4 

0.5 

-59 

1.5 

23 

0.3 

0.8 

6.4 

10 

1.02 

mith's  Food  &  Drug  Centers 

653.4 

20 

1963.0 

21 

13.8 

13 

40.5 

21 

2.1 

2.2 

10.3 

21 

1.74 

top  &  Shop  (11) 

775.6 

3 

3103.6 

-1 

13.6 

32 

60.5 

27 

1.8 

1.4 

47.9 

19 

0.76 

upermarkets  General  Holding  (11)  1 178  9 

-22 

3638.5 

-19 

-1.6 

NM 

-396.7 

NM 

NM 

NM 

NM 

NA 

NA 

illage  Super  Market  (5) 

196.8 

4 

555.7 

4 

0.9 

17 

0.3 

-79 

0.5 

0,4 

1.0 

37 

0.17 

Veis  Markets 

320.1 

1 

961  0 

0 

17.9 

0 

54.6 

-6 

5.6 

5  6 

1  1.6 

14 

1.75 

Vinn-Dixie  Stores  (6) 

2392.1 

3 

7236.3 

3 

33.4 

25 

169.3 

36 

1.4 

1,1 

23.4 

23 

2.91 

MDUSTRY  COMPOSITE 

107252.0 

7 

304978.1 

-1 

3310.8 

15 

8602.4 

-31 

3.1 

2.9 

7.6 

26 

1.80 

OAL 

ROUP  COMPOSITE 

1209.2 

11 

3406.2 

8 

30.3 

2 

64.4 

-9 

2.5 

2.7 

0.6 

NM 

0.11 

.shiand  Coal 

160.7 

43 

416,1 

25 

8.0 

-16 

23.3 

-14 

5.0 

8.4 

12,7 

13 

2.03 

lacco  Industries 

388.5 

1 1 

1050,9 

7 

9.6 

143 

12.1 

17 

2.5 

1.1 

6.3 

18 

2.50 

ittston 

533.6" 

1 1 

1529.1 

9 

14.7 

-29 

33.5 

-14 

2.8 

4.3 

-10.4 

NM 

-0.92 

Vestmoreiand  Coal 

126.4 

-15 

410.0 

-4 

-2.0 

NM 

-4.5 

NM 

NM 

NM 

-9.3 

NM 

-1.61 

>IL  &  GAS 

ROUP  COMPOSITE 

101185.6 

8 

287093.3 

-1 

3002.6 

18 

7839.4 

-33 

3.0 

2.7 

7.5 

26 

1.85 

kmerada  Hess 

1420.8** 

7 

4351.4 

-9 

8,7 

NM 

-10.4 

NM 

0.6 

NM 

-1,7 

NM 

-0.76 

kmoco 

6483.0 

5 

18764.0 

-1 

466,0 

61 

222.0 

-78 

7.2 

4.7 

2.8 

69 

0,76 

Uhiand  Oil  (3) 

2672.9 

3 

7247.7 

6 

-103,0 

NM 

-97.8 

NM 

NM 

2.4 

-4.6 

NM 

-1,18 

Atlantic  Richfield 

4815.0* 

10 

13663.0 

3 

332.0 

NM 

821.0 

86 

6.9 

NM 

15.6 

18 

6.76 

uriington  Resources 

287.5 

16 

814.4 

9 

37.1 

26 

102.7 

31 

12.9 

11,9 

6.3 

36 

1,15 

hevron 

1  1 100.0** 

1  1 

31400.0 

3 

378.0 

21 

1032.0 

-18 

3.4 

3.1 

7.4 

23 

3.13 

oastol 

2594.0 

18 

7528.7 

8 

16  2 

376 

74.2 

-12 

0.6 

0.2 

4.1 

36 

0.83 

liomond  Shamrock 

702,4 

5 

1936.0 

0 

17.5 

1 

30.2 

-23 

2.5 

2.6 

6.3 

20 

0.97 

xxon 

27452,0** 

12 

77176.9 

1 

1 135.0 

2 

3440.0 

-23 

4.1 

4.6 

13.0 

17 

3.62 

lolly  (5) 

156.0 

34 

389.5 

1  1 

9.6 

265 

2.4 

-73 

6.1 

2,3 

13.5 

71 

0.33 

^err-McGee 

857.5 

3 

2516.4 

5 

25.4 

-5 

64.3 

-4 

3.0 

3  2 

6.5 

20 

2,05 

ouisiano  Land  &  Exploration 

208,5** 

4 

583.7 

-3 

8.2 

273 

-12.9 

NM 

3.9 

1,1 

-1.7 

NM 

-0,24 

Aapco 

703.7* 

1 

2047.7 

0 

30.8 

-14 

88.7 

-6 

4.4 

5,1 

27.1 

14 

4.01 

Aaxus  Energy 

174.8 

-7 

510.3 

-13 

-9  2 

NM 

-51.1 

NM 

NM 

NM 

NM 

NM 

-0.86 

Mitchell  Energy  &  Development  (1  l)t  214  9 

9 

657.4 

2 

9.5 

20 

14.2 

-59 

4.4 

4.0 

4.6 

31 

0,60 

\ob\\ 

14560.0** 

8 

41825.0 

0 

413.0 

13 

795.0 

-48 

2.8 

2.7 

6.9 

22 

2,85 

Aurphy  Oil 

425,6** 

2 

1230.9 

-4 

14.7 

-62 

41.1 

NM 

3.5 

9.4 

5.5 

23 

1.62 

kcidental  Petroleum 

2268,0 

-3 

6598.0 

-12 

69,0 

-53 

133.0 

-65 

3.0 

6.4 

3.0 

37 

0.44 

)ryx  Energy 

398,0** 

21 

1098.0 

-1  1 

50 

NM 

29.0 

-51 

1.3 

NM 

-4.6 

NM 

-0.28 

'hillips  Petroleum 

3098,0 

4 

8852.0 

-6 

99,0 

77 

1 15.0 

-58 

3,2 

1.9 

-2.3 

NM 

-0  24 

anta  Fe  Energy  Resources 

127.9 

36 

304.1 

6 

7,3 

284 

0.3 

-98 

5,7 

2.0 

0.4 

NM 

0.03 

un 

30700** 

4 

8290.0 

-7 

-320,0 

NM 

-335.0 

NM 

NM 

NM 

-14,4 

NM 

-3.48 

exaco 

10005.0** 

7 

27965.0 

-2 

269,0 

-6 

714.0 

-26 

2.7 

3.1 

10,9 

17 

3.62 

osco 

580.4 

18 

1554.4 

4 

6.1 

192 

47.1 

12 

1.1 

0,4 

17,1 

8 

2.35 

lltramar 

660.4 

-4 

1941.2 

-7 

0.6 

-96 

41.1 

-42 

0.1 

2,0 

NA 

NA 

NA 

Inion  Texas  Petroleum  Holding 

s  177.7** 

-35 

526.8 

-40 

21,2 

-59 

92.7 

-63 

1 1.9 

18.6 

20.3 

21 

0.90 

Inocal 

2253,0** 

-7 

6846.0 

-7 

11,0 

22 

93.0 

5 

0.5 

0.4 

2.7 

91 

0.29 

ISX-Marathon  Group 

3382,0* 

-3 

9544.0 

-8 

17.0 

-26 

278.0 

76 

0.5 

0.7 

1.1 

NM 

0.07 

'alero  Energyt 

336  7  - 

31 

930,9 

14 

28  1 

-6 

75.7 

0 

8.3 

1 1.7 

12.2 

10 

2.29 

ETROLEUM  SERVICES 

ROUP  COMPOSITE 

4857.3 

-1 

14478.6 

-2 

277.9 

-10 

698.6 

-10 

5.7 

6.3 

10.8 

24 

1.59 

aroid 

148,9 

-2 

444,4 

-1 

4.1 

-29 

1 1.7 

-25 

2.8 

3.8 

5.5 

34 

0.19 

Bl  Industries 

428  7** 

6 

1240.3 

4 

20.8 

28 

55.4 

29 

4.9 

4.0 

1 1.9 

17 

1.80 

'resser  Industries  (2) 

971,1 

-4 

2827.6 

-5 

35.2 

-20 

68.6 

-13 

3.6 

4.4 

6.8 

21 

0.92 
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COMPANY 


SALES 


PROFITS 


MARGINS 

RETURN  ON 

COMMON 

12 

3RD 

CHANGE 

9 

CHANGE 

3RD 

CHANGE 

9 

CHANGE 

3RD 

3RD 

EQUITY 

PRICE- 

MONTH 

QUARTER 

FROM 

MONTHS 

FROM 

QUARTER 

FROM 

MONTHS 

FROM 

QUARTER 

QUARTER 

12  MONTHS 

EARNINGS 

EARNIN' 

1992 

1991 

1992 

1991 

1992 

1991 

1992 

1991 

1992 

1991 

ENDING 

RATIO 

PER 

$Mll 

% 

SMIL 

% 

SMIl 

SMIl 

% 

% 

9-30 

10-23 

SHARE 

1577.2** 

-8 

4873.7 

-7 

33.0 

34 

55.2 

-35 

2.1 

1.4 

0.1 

NM 

-0.02 

1594.2 

8 

4699.6 

4 

172.7 

-12 

5075 

0 

10.8 

13  4 

19.2 

20 

3.39 

137.2 

-3 

393.0 

-3 

12.1 

-42 

0.2 

NM 

8.8 

14.8 

2.2 

91 

0  23 

Halliburton 
Schlumberger 
Tidewater  (9| 

12  HEALTH  CARE 


INDUSTRY  COMPOSITE 

45518.2 

13 

133761.8 

11 

3816.6 

-4 

12771.4 

6 

8.4 

9.9 

24.2 

20 

2.08 

(a)DRUC  DISTRIBUTION 

GROUP  COMPOSITE 

11877.8 

15 

35580.3 

16 

146.2 

40 

178.6 

-60 

1.2 

1.0 

5.5 

27 

0.98 

Bergen  Brunswig  (4) 

1340,9** 

21 

3899.1 

19 

14.9 

26 

46.4 

6 

1.1 

1.1 

13,9 

12 

1.41 

Bindley  Western  Industries 

73 1 .4 

ZA 

2065.4 

23 

3.3 

1 8 

1 0.2 

2 1 

0.5 

0.5 

8,9 

1 0 

1 .44 

Cardinal  Distribution  (9) 

481.7 

32 

1439.2 

37 

8.9 

70 

23.6 

48 

1.9 

1.4 

13,3 

16 

1.6C 

Drug  Emporium  (10) 

184.3 

0 

576.9 

6 

-0.7 

NM 

-4.9 

NM 

NM 

NM 

-8,2 

NM 

-0.32 

ccKera  \jacKj  I '  < ) 

OOO.O 

J 

NM 

1  o  ri 

ZO  1 

NM 

NM 

NM 

NA 

NA 

Fay's  (11) 

216.4 

4 

667  5 

16 

2.9 

136 

9.0 

1  1 

1 .4 

0.6 

1  1 ,5 

15 

0.52 

FoxMeyer  (9) 

I  104.2 

50 

2883  3 

29 

6.0 

41 

22.9 

46 

0.5 

0.6 

6,1 

13 

0.98 

Longs  Drug  Stores  (11) 

613.4 

6 

1863.6 

2 

13.5 

-5 

42.8 

-6 

2.2 

2,5 

12,3 

13 

2.64. 

McKesson  (9) 

2869.3** 

12 

8481.9 

22 

25  6 

14 

27.9 

-62 

0.9 

0,9 

9,0 

40 

1  OC 

Perry  Drug  Stores  (2) 

169.2 

6 

5075 

7 

2.1 

29 

6.2 

47 

1.2 

1.0 

1 1,9 

1 1 

0.7f 

Revco  D.  S.  (7) 

472.9 

8 

1656.4 

1 1 

-1.5 

NM 

-314.6 

NM 

NM 

NM 

NM 

NM 

-8  3; 

Rite  Aid  (10) 

983.4 

9 

2978.0 

9 

27.2 

9 

104.9 

1  3 

2.8 

2.8 

13,2 

16 

1  4? 

Walgreen  (4) 

1 842.2 

1  1 

5766.2 

1  1 

5 1 .5 

1 2 

1 85.2 

1 4 

2.8 

2,8 

1 8,4 

22 

1  7£ 

(b)DRUGS  &  RESEARCH 

GROUP  COMPOSITE 

17566.0 

13 

50670.9 

10 

2667.6 

-4 

8893.3 

9 

15.2 

17.9 

30.3 

19 

2.67 

Allergan 

2290 

9 

659.8 

8 

30.4 

NM 

73.6 

NM 

13.3 

NM 

20,9 

16 

1  A'/ 

American  Home  Products 

2 1 05.5 

1 2 

5860.2 

1 1 

1  1 

1 1 30. 1 

1 3 

20.3 

20,5 

46,0 

1  4 

4,7f 

Amgen 

303.4 

70 

784.9 

66 

88.9 

80 

223.8 

49 1 

29.3 

27,7 

36,3 

34 

1  91 

BristoUMyers  Squibb 

3102.6 

1 3 

8766.4 

7 

589.2 

5 

1 624.7 

5 

1 9.0 

20,4 

36,0 

1 6 

4  1  ^ 

Carter-Wallace  (9) 

167.3 

-3 

507,6 

0 

10.0 

29 

34  5 

8 

6.0 

4.5 

1  1,4 

26 

\  01 

Genentech 

125.9** 

9 

364.4 

4 

77 

-43 

1 4.6 

-67 

6. 1 

1  1 .7 

1 ,5 

NM 

0  1 ' 

i!ii../ci:\ 
Lilly  (Ell) 

1 476.5 

1 0 

45 1 1 ,9 

9 

-268  5 

NM 

5 1 6.4 

-49 

NM 

22.2 

1 4,9 

2 1 

2  81 

Marion  Merrell  Dow 

838.0 

1 7 

2523.0 

2 1 

1  78.0 

1 5 

549.0 

20 

2 1 .2 

21 ,6 

39,8 

1 0 

2  4  1 

Merck 

2464.4 

16 

7061.4 

12 

644.5 

17 

1866.6 

17 

26.2 

26.1 

45,1 

20 

2  o; 

Pfizer 

1 827.6 

3 

5283. 1 

4 

297.5 

8 

796.4 

1 0 

1 6.3 

1 5,5 

15,8 

3 1 

2  2t 

Rnone-Poulenc  Rorer 

1049  2** 

22 

2918.1 

8 

92.8 

1 6 

253.8 

26 

8.8 

9,3 

32,6 

1 8 

2,6f 

Schering-Plough 

1019  8 

]  ^ 

306 1  3 

]  ] 

1 74  5 

1 2 

552  3 

1 7  1 

17  6 

47  7 

]  7 

3  4/ 

Syntex  (5) 

517.8 

1 6 

1 576.6 

1 6 

92.5 

9 

340.0 

1 4 

1 7.9 

1 9,0 

38,3 

1 1 

2  1 C 

Upjohn 

900.7 

8 

2669  1 

7 

1 37.9 

-2 

41 1 .5 

3 

1 5.3 

1 6  8 

28,5 

1 0 

3,o; 

^A/arner-Lambert 

1  4  J  O.J 

1  4 

-4  1  O*^  9 
4  1  /O  .z 

1 64  6 

1 4 

1 6 

1 1  4 

114 

15  2 

43 

1  5' 

(<:)  HEALTH  CAKE  SERVICES 

GROUP  COMPOSITE 

6330.0 

18909.9 

7 

-37.6 

NM 

529.0 

-17 

NM 

3.3 

7.6 

34 

0.55 

American  Medical  Holdings  (4) 

562.8 

-7 

1699.3 

-1 1 

6.5 

1 

107.7 

NM 

1 .2 

11 

16,6 

6 

1,4; 

Beverly  Enterprises 

673.7 

16 

1907.7 

13 

13.6 

43 

32.4 

46 

2.0 

16 

7,4 

21 

0,4S 

Continental  Medical  Systems  (6) 

203.4 

45 

565.9 

52 

8.7 

24 

21.4 

28 

4.3 

5  0 

12,5 

23 

0,7; 

Foundation  Health  (6) 

297  1 

12 

899  5 

19 

12.8 

29 

38.0 

52 

4.3 

3,7 

24,6 

20 

2.0s 

HCA— Hospital  Corp.  of  America 

1268  9 

3 

38877 

4 

-268.0 

NM 

-105.8 

NM 

NM 

1,6 

-13.0 

NM 

-1.6: 

Health  Care  &  Retirement 

126.6 

2 

367.1 

3 

7.0 

41 

19.2 

55 

5,5 

4.0 

8.8 

18 

1.4; 

Healthtrust  (4) 

566  4 

10 

1707.2 

10 

217 

NM 

71.2 

NM 

3.8 

NM 

12.9 

17 

0.9( 

rfillnaven  {/) 

304  0 

-8 

885  7 

-9 

8.8 

NM 

-5.5 

NM 

2.9 

NM 

"5 1 .4 

NM 

u./ 

Lifetime 

224.9 

14 

658  3 

14 

3.1 

-30 

13 

-89 

1.4 

2,3 

4.4 

21 

0.51 

Manor  Care  (7) 

245  4 

9 

710.3 

1  1 

16.0 

52 

59.8 

140 

6.5 

4.7 

22.7 

17 

1,2; 

Notional  Health  Laboratories 

183,6 

20 

541.1 

20 

30.1 

18 

91.2 

18 

16.4 

16.7 

47.7 

16 

1.2; 

National  Medical  Enterprises  (7) 

938  7 

-5 

29140 

-1 

50.6 

-29 

40.9 

-82 

5.4 

7.3 

6.6 

17 

0,6; 

U.  S.  Healthcare 

560,6** 

29 

1616.0 

29 

479 

22 

140.3 

30 

8.6 

9,0 

40.3 

29 

1.7( 

Universal  Health  Services 

173,7** 

4 

550  2 

6 

3,4 

36 

170 

-6 

2.0 

1,5 

9.7 

9 

1.31 

(d)MEDICAL  PRODUCTS 

CROUP  COMPOSITE 

9744.4 

14 

28600.7 

12 

1040.5 

15 

3170.5 

16 

10.7 

10.6 

23.3 

21 

1.9< 

Abbott  Laboratories 

1968,8 

19 

5755.4 

15 

278.8 

1  1 

890  1 

15 

14.2 

15,2 

360 

20 

1,4: 

Bard  (C.  R.) 

252  2 

15 

734  7 

13 

19,1 

35 

53.9 

28 

7.6 

6.4 

17  9 

23 

1,3 

Bousch  &  Lomb 

461,3 

16 

1280  7 

13 

50.0 

15 

1  19,7 

15 

10.8 

1 1.0 

12.0 

32 

1.61 

Baxter  International 

2116  0 

10 

6168  0 

8 

151,0 

13 

395,0 

15 

7.1 

7.0 

13.7 

16 

2.0. 

Imcera  Group  (6) 

416,8 

9 

1318.2 

6 

28  2 

3 

103  6 

17 

6.8 

7.2 

10.6 

21 

1.6. 

Johnson  &  Johnson 

3480,0 

12 

10250.0 

10 

425  0 

17 

1353,0 

14 

12,2 

1  1.6 

28  5 

20 

2,4; 

Medtronic  (8) 

329,9 

25 

963.1 

21 

45,6 

26 

132,5 

20 

13.8 

13,7 

20.1 

34 

2.81 

Mine  Safety  Appliances 

126.0 

2 

383  2 

5 

2  3 

-49 

11.0 

-28 

18 

3  7 

5.1 

17 

2.2' 

Owens  &  Minor 

300.0 

15 

872.2 

17 

4.0 

46 

10.7 

58 

1,3 

1.0 

12.4 

19 

1.0. 

U.  S.  Surgical 

293.3 

41 

875  2 

46 

36  5 

45 

101.0 

61 

12,4 

12  1 

29  4 

32 

2.1. 

13  HOUSING  &  REAl.  ESTATE 

INDUSTRY  COMPOSITE 

8132.0 

9 

22563.1 

7 

351.0 

23 

723.9 

85 

4.3 

3.8 

4.3 

71 

0.41 

(a)BUILDINC  MATERIALS 

GROUP  COMPOSITE 

6007.9 

5 

16985.0 

6 

266.9 

14 

528.6 

77 

4.4 

4.1 

0.8 

NM 

0.0( 

Hughes  Supply  (11) 

135.8 

13 

379.7 

7 

0.5 

NM 

-1.4 

NM 

0.4 

NM 

-2  0 

NM 

-0.3 

Lafarge 

505.1 

-7 

1 130.7 

-5 

45.9 

5 

-12.7 

NM 

9.1 

8.1 

-4.1 

NM 

-0.5 

Owens-Corning  Fiberglas 

786.0 

5 

2144,0 

2 

32.0 

23 

60,0 

329 

4.1 

3.5 

NM 

NM 

-n.i 
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s 


R  K 


^X^even 
made  the  sticker 
attractive. 


The  1993 

Skylark  Custom. 

We  gave  it  a  sleek 
aerodynamic  siiape, 
expressive  design  details, 
and  a  very  attractive  price. 

The  Skylark  Custom  is 
our  most  affordable  Buick 
for  1993.  So  it's  a  wonderful 
way  to  introduce  yourself 
to  Buick  quality.  Like  all 


Buicks,  it's  equipped  with 
an  impressive  list  of  features 
including  DynaRide® 
suspension,  automatic 
transmission,  power  door 
locks,  stainless  steel  exhaust, 
and  even  anti-lock  brakes. 
All  standard. 

For  more  information,  call 
1-800-4A-BUICK.  Or  see  your 
Buick  dealer  and  test-drive  a 
new  Skylark  Custom  today. 


Either  way,  you'll  discover 
a  car  whose  qualities  are 
very  attractive  indeed. 


GM 


uckle  up,  America' 
'C1I992  GM  Corp  All  righls  reserved 
Skylark  is  a  registered  trademark  of  GM  Corp 


BUICK 

The  New  Symbol  For  Quality 
In  America. 


COMPANY  SAUS   PROFITS 


MARGINS       RETURN  ON 

COMMON  12 


CHANGE 

CHANGE 

CHANGE 

CHANGE 

3RD 

3RD 

EQUITY 

PRICE- 

MONTHS 

QUARTER 

FROM 

MONTHS 

FROM 

QUARTER 

FROM 

MONTHS 

FROM 

QUARTER 

QUARTER 

12  MONTHS 

EARNINGS 

EARNING 

1992 

1991 

1992 

1991 

1992 

1991 

1992 

1991 

1992 

1991 

ENDING 

RATIO 

PER 

SMIt 

% 

SMIt 

% 

SMIL 

% 

SMIL 

% 

% 

% 

9-30 

10-23 

SHARE 

Ply  Gem  Industries 

176  6 

10 

471.4 

9 

4,4 

20 

4.5 

60 

2.5 

2.3 

5.2 

19 

0,52 

PPG  industries 

1440.8 

3 

4400.6 

4 

66.0 

-4 

251.5 

'  48 

4.6 

4.9 

10.3 

22 

2,66 

RPM  (71 

166.2 

28 

448.8 

24 

12.0 

17 

26.1 

25 

7.2 

7.9 

16.3 

21 

1,15 

Sherwin-Williams 

772.8 

5 

2139.9 

8 

57,3 

14 

125.4 

19 

7.4 

6.8 

16.1 

17 

1,67 

Standex  International  (6) 

127,1 

13 

364.9 

6 

5.5 

18 

16.7 

27 

4.3 

4.1 

16.6 

14 

2,61 

Tecumseh  Products 

290.2 

6 

985.4 

7 

12.0 

-5 

49.9 

57 

4.1 

4.6 

8.2 

10 

5.55 

Texas  Industries  (7) 

1 55  5* * 

_5 

440  4 

—Ci  0 

NM 

—7  9 

NM 

NM 

0.0 

—  1  o 

NM 

U-40 

474.0 

7 

1341.0 

4 

-33.0 

NM 

-1 3 1 .0 

NM 

NM 

NM 

NM 

NM 

-3.13 

Valspar  (2) 

190.1 

7 

498.9 

8 

1  1.4 

24 

24  2 

34 

6.0 

5.2 

20.5 

21 

1.55 

Vulcan  Materials 

312.3 

8 

807.2 

7 

35.8 

18 

70,6 

31 

1  1.4 

10  5 

10.2 

23 

1.83 

York  International 

475.3 

1 5 

1 432.2 

20 

18.1 

NM 

52.7 

711 

3.8 

0.3 

13.9 

1 8 

1 .67 

(b)CONSTRUCTION  &  REAL  ESTATE 

GROUP  COMPOSITE 

2124.1 

22 

5578.1 

12 

84.2 

66 

195.4 

111 

4.0 

2.9 

11.1 

14 

1.35 

Capstead  Mortgage 

134.4" 

120 

360.2 

125 

13.2 

51 

37.0 

53 

9.8 

14.3 

14  7 

10 

3.38 

Centex  (91 

644.8" 

17 

1725.5 

7 

18.1 

96 

37.5 

95 

2  8 

1.7 

9.1 

19 

1.51 

Kaufman  &  Broad  Home  ( 1 1 

290.3 

5 

709.6 

-21 

5.9 

-14 

13.3 

0 

2.0 

2.5 

8.4 

19 

0.77 

Lennar  ( 1 1 

125.0" 

55 

304  4 

34 

7.9 

52 

23  6 

53 

6.4 

6  5 

9.6 

18 

1.43 

PHM 

357.3" 

16 

9305 

8 

22  8 

69 

48.4 

123 

6.4 

4.4 

15.8 

10 

2.61 

Rylond  Group 

389.8 

14 

1046  5 

21 

9.7 

41 

20.6 

165 

2.5 

2.0 

6.7 

18 

1.34 

U.  S.  Home 

182.4" 

45 

501,5 

39 

6.4 

NM 

15.0 

NM 

3.5 

0.1 

18.0 

3 

0.33 

14  LEISURE  TIME  INDUSTRIES 

INDUSTRY  COMPOSITE 

18735.8 

8 

52618.5 

8 

1252.5 

-6 

2979.9 

14 

6.7 

7.6 

11.9 

21 

1.41 

(alEATING  PLACES 

CROUP  COMPOSITE 

4035.0 

9 

11480.9 

7 

362.5 

17 

869.1 

18 

9.0 

8.3 

18.2 

19 

1.53 

Bob  Evans  Farms  (81 

159.4 

22 

442.3 

16 

10.4 

19 

30.7 

18 

6.5 

6.7 

14.4 

20 

0.98 

Brinker  International  (6| 

151.2 

22 

424,3 

21 

10.8 

29 

30.6 

32 

7.2 

6.8 

15.0 

31 

1.23 

McDonald's 

1912.5 

10 

5304.9 

7 

289.2 

12 

730.7 

1 1 

15.1 

14.9 

18  6 

17 

2.53 

Morrison  Restaurants  (71 

248.4" 

3 

785.5 

6 

7.0 

22 

25.1 

25 

2.8 

2.4 

16.4 

17 

1.35 

Shoney's  (2) 

257.1" 

5 

8113 

7 

15.4 

27 

38.2 

33 

6.0 

5.0 

NM 

17 

1.14 

TW  Holdings 
Wendy's  International 

996  2 

3 

2794.4 

2 

9.8 

NM 

-36.3 

NM 

1.0 

NM 

NM 

NM 

-0.39 

310.2 

16 

918.2 

18 

19.9 

23 

50.0 

23 

6  4 

6,1 

12.2 

22 

0.60 

(blENTERTAINMENT 

GROUP  COMPOSITE 

1347.7 

13 

3864.7 

16 

154.6 

20 

256.9 

148 

11.5 

10.8 

7.9 

22 

1.24 

Blockbuster  Entertainment 

283.8 

24 

802.3 

30 

41.3 

51 

96  9 

50 

14.5 

1  1,9 

18.9 

21 

0  70 

Paramount  Communications  (21 

1063.9 

10 

3062.4 

12 

1 13.3 

12 

160.0 

311 

10  7 

10,5 

6.1 

22 

2,04 

(cl  HOTEL  &  MOTEL 

GROUP  COMPOSITE 

3194.1 

7 

9387.2 

6 

137.7 

21 

340.7 

36 

4.3 

3.8 

14.3 

22 

1.42 

Aztar 

141.2 

9 

390.5 

7 

8.5 

27 

15.5 

273 

6.0 

5.2 

4.0 

18 

0  35 

Caesars  World  (5| 

244.0 

0 

695.4 

3 

17.1 

-7 

49.8 

40 

7,0 

7.5 

19  5 

12 

3  01 

Circus  Circus  Enterprises  (11) 

222.1 

6 

615.6 

6 

35.3 

23 

83.9 

20 

15,9 

13.7 

28.3 

27 

2  00 

Hilton  Hotels 

323.0" 

17 

894.1 

8 

22  8 

21 

77.4 

42 

7,1 

6,8 

10.9 

19 

2  24 

Marriott 

1948.0 

6 

5937.0 

6 

260 

44 

66.0 

20 

1,3 

1,0 

14.6 

26 

0  76 

Promus 

315.8 

8 

854.6 

10 

28.0 

21 

48.1 

56 

8,9 

8  0 

1  1.9 

30 

1.37 

(d)OTHER  LEISURE 

GROUP  COMPOSITE 

10159.1 

8 

27885.6 

8 

597.6 

-23 

1513.3 

-1 

5.9 

8.2 

9.9 

23 

1.38 

American  Greetings  (10) 

366  9 

9 

1  156.5 

1  1 

8.9 

7 

61.2 

18 

2,4 

2,5 

1 1.3 

16 

2.86 

Brunswick 

545.4 

4 

1718.0 

10 

1 1.2 

49 

42.9 

NM 

2,1 

1,4 

3.3 

41 

0.32 

Carnival  Cruise  Lines  (1) 

487.8 

-2 

1 162.7 

6 

134,8 

3 

238  6 

1  1 

27  6 

26,1 

20.4 

15 

1.98 

Eastman  Kodak 

5179.0 

5 

14779.0 

3 

189,0 

NM 

695.0 

67 

3,7 

MM 

4.5 

46 

0.91 

Fisher-Price 

186.1 

-1 

486.3 

7 

14,4 

69 

26.4 

140 

7  7 

4,5 

14.3 

24 

0.97 

Fleetwood  Enterprises  (8) 

470.5 

18 

1269.9 

20 

14.5 

20 

33.6 

34 

3,1 

3.0 

8.9 

19 

1.87 

Harley-Dovidson 

271.8 

13 

793.1 

13 

13.2 

48 

39.7 

34 

4,9 

3  7 

17.4 

24 

1.30 

Hasbro 

771.2 

9 

1709.7 

24 

67,4 

42 

1 13.3 

208 

8,7 

6  7 

15.9 

18 

1.79 

Huffy 

156.1 

-2 

516.6 

0 

1,8 

-36 

12.5 

-22 

1,1 

1,7 

12.4 

12 

1.25 

Mattel 

606.5 

14 

1336,9 

19 

70,1 

20 

108.3 

17 

1 1,6 

1  1,0 

28.8 

19 

1.38 

Musicland  Stores 

213.5 

6 

599,5 

10 

0.1 

NM 

-4.9 

NM 

0,1 

NM 

7.4 

14 

0.80 

Polaroid 

514.1 

8 

1503.1 

5 

27.7 

-95 

69.4 

-89 

5,4 

NM 

16.6 

12 

2.60 

Russ  Berrie 

152.1 

84 

334.8 

72 

28.9 

120 

50.9 

227 

19,0 

15,9 

26.2 

7 

3.83 

Tyco  Toys 

238.1 

35 

519.5 

42 

15.7 

7 

26.2 

125 

6,6 

8,4 

112 

1  1 

1.36 

15  MANUFACTURING 

INDUSTRY  COMPOSITE 

28149.3 

7 

82217.9 

5 

1189.5 

29 

3015.5 

12 

4.2 

3.6 

8.6 

28 

1.37 

(a)GENERAL  MANUFACTURING 

GROUP  COMPOSITE 

11130.5 

8 

32284.5 

6 

790.4 

16 

2111.0 

13 

7.1 

6.6 

14.6 

22 

2.08 

Alliont  Techsystems  (9) 

2ti  .'  9 

32 

969.2 

32 

10.2 

-3 

276 

-16 

3,5 

4,8 

20.2 

8 

3.57 

Avery  Dennison 

65.  9 

8 

1993.2 

5 

18  6 

48 

61.2 

35 

2  8 

2,1 

9  5 

19 

1.30 

Barnes  Group 

132  0 

-3 

403.9 

-1 

3  8 

-25 

7.1 

-40 

2  9 

3,7 

8  0 

17 

1.80 

Blount  (10) 

182.4 

18 

515.0 

18 

13 

NM 

-0,3 

NM 

0,7 

NM 

0.7 

94 

0.10 

Carlisle 

134.0 

1 

408,7 

9 

6.6 

NM 

18.5 

969 

4,9 

NM 

1  1.8 

14 

3.05 

Corningt 

1 1 53.1** 

20 

2873  0 

18 

106,5 

2 

256.1 

14 

9,2 

10.8 

15.3 

21 

1.80 

Crane 

338.9 

-1 

991,0 

0 

10,5 

-17 

10.0 

-71 

3.1 

3.7 

7,4 

35 

0.66 
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A  promise  you'll  never  be  just  a  numLer  witK  a  luncktox. 


A  promise  to  rememLer  a  ^et-well  card  never  paid  a  kospital  kill. 


A  promise  tkere'll  Le  sometkin^  to  skow  for  it  all  at  tke  end  of  tke  day. 


NotKing  binds  us  one  to  tlie  other  like  a  promise  kepi.  Notliin^  divides  us  like  a  promise  broken.  At  MassMutual 
we  kelieve  in  keeping  our  promises.  Tliat  way  all  tlie  families  and  businesses  tliat  relv  on  us  can  keep  tlieirs. 

m  

MassMutual 

©1992  MassachuseHs  Mulual  Lite  Insurance  Co  ,  Springlield  MA  01111  Wc   llclp  VOU   kcCp   yOUT  prOniisCS. 


I     COMPANY  SALES   PROFITS 


WIABGIHS 


2 


9 

C-anGc 

■  -v: 

-:-  ■ 

■  A 

MONTtij 

rtOM 

;l;'?s; 

1592 

1991 

;  w  _ 

.  -  -rr 

Durocell  International  6'; 

•13  C  5 

"Csc : 

: 

42-" 

5 

69.7 

381 

9.S 

'0.1 

16  2 

23 

*  4^ 

Federal  Signal 

'i 35  5 

387.2 

■  2 

9.3 

12 

24.8 

•  10 

6.8 

7.1 

19.6 

20 

0.97 

Horsco 

4-;  : 

1210.8 

-11 

26.8 

7 

66.4 

35 

6.4 

5.6 

19.2 

9 

3.57 

Hillenbrand  Industries  1) 

3<f  f 

-- 

1045.1 

20 

25.5 

19 

81.4 

29 

7  4 

7.5 

20.4 

27 

1.49 

Illinois  Tool  Works 

Z  i 

: 

23="  3 

a 

45  " 

5 

'43  5 

i 

;  ; 

'  4  A 

20 

3.35 

1      Jostens  : 

"53  = 

iii  = 

3  5 

44 : 

-■  2 

3  ; 

'  = 

"2 

■.9 

1.45 

^      Keystone  International 

.1' 

: 

5 

i  6 

= 

5  " 

■  3  2 

33 

0.73 

marK  iv  inausmes 









-  ■ 

■ 

"!  2 

1.08 

rntnnesota  nnining  &  "tg. 

3600.0 

7 

10510.0 

4 

338.0 

1 4 

948.0 

6 

9.4 

8.8 

1 8.6 

1 9 

5.51 

Newell 

402.1 

18 

1030.2 

14 

43.0 

13 

105.6 

12 

10.7 

1 1 .3 

1 8  1 

21 

<  89 

Parker  Hannifin  z 

608.2 

A 

1 838.8 

3 

'60 

2  6 

2.7 

6.9 

....  " 

1  38 

Rubbermaidt 

473_5 

'  - 

"37--C 

= 

: 

'  22  = 

-' 

^0.8 

16.4 

3  ■ 

1.01 

Tredegar  Industn'es 

'262 

36'  -9 

- 

;  ■ 

236 

;  ] 

2  0 

- 

1.18 

Tn  n  o VQ 

;-- 

sv 

.  Z 

J. 00 

:  MACHINE  &  HAND  TOOLS 

GROUP  COMPOSITE 

14 

8524.4 

10 

72.1 

113 

212.9 

57 

2.4 

1.3 

6.0 

25 

0.98 

Black  &  Decker 

1  ;  55-7 

8 

3 

*.  2. " 

24 

33.3 

55 

;  3 

0.9 

4.0 

22 

0-79 

Clark  Equipment  - 

209.2 

19 

6'  1.4 

■2 

-12.9 

NM 

-25.1 

NM 

NM 

NM 

-20.0 

NM 

-3.35 

Danoher 

246.1** 

18 

694  4 

9~ 

■  2S 

22.9 

85 

4.0 

2.1 

7.2 

28 

0  83 

^  1  rl  H 1    o  c  Jc  t  ^  s* '  i  c 
W  1  U  U  1 1  1  M  3   w          W  1  3 

156  3 

118 

446  9 

.  „^ 

 — — 

70 

6  3 

/ 

"  " 

20 

1  0^ 

Kennametal  t 

148.8 

-1 

452.9 

-2 

3  3 

= 

-.  1.1 

-4 

2.0 

2.5 

4.9 

25 

1.13 

Snap-on  Tools 

225.6-* 

5 

684.7 

3 

15.2 

-18 

53.2 

-2 

6.7 

8.6 

lOJ^ 

17 

1.70 

SPX 

237.3 

38 

630-1 

24 

9.7 

20-2 

N  V 

4.1 

NM 

9.2 

16 

1.32 

Stanley  Works 

1618.9 

1 2 

25  4 

-1 1 

T  "7 

i_  A 

'3.9 

17 

2  18 

:  SPECIAL  MACHINERY 

GROUP  COMPOSITE 

11358.5 

5 

33397.2 

0 

237.6 

40 

430.6 

-24 

2.1 

1.7 

1.3 

NM 

0.25 

Applied  Materials  2 

:53.a 

■  ; 

i43  r 

:3 

■3  7 

2S 

26-5 

33 

5  i 

z : 

0  92 

Briggs  &  Stratton  6j 

171.8 

9 

759.  \ 

1 2 

-2-0 

34.0 

32 

NW. 

SM 

16.7 

13 

3-60 

Caterpillar 

2677.0 

14 

7460.0 

-3 

23.0 

NV 

-162.0 

NM 

0.9 

NM 

-12  4 

NM 

-4-76 

Deere  I 

1753.6" 

-2 

5364 

-2 

9 

-7' 

33.2 

-46 

0-5 

1.7 

-1.7 

NM 

-0-63 

Dover 

570.0 

- 

;. 

33  = 

3 

?i-2 

-2 

i  = 

6.2 

15.2 

21 

2.16 

FMC 

976.3 

3 

42  3 

'  l2  4 

■  4 

4-3 

4.3 

44.9 

9 

5.25 

General  Signal 

-C5  Z 

J. 

'243  5 

"  7  = 

;  2 

52-7 

16 

44 

4.1 

13  9 

15 

3.66 

Goulds  Pumps 

'  -L'  i 

-' 

42=  ? 

Z 

5  4 

24-5 

-4 

5.7 

6.3 

13.2 

15 

1-46 

Harnischfeger  Industries  1 

33 '  3 

-2: 

■  332  ■ 

-■  = 

"  "  A 

-20 

36.0 

-22 

3-5 

3-5 

9-0 

9 

1-84 

Indresco  1 

"3?  7 

43=  3 

V4 

-'3  4 

SA 

-15.5 

^tA 

S  V 

SA 

SA 

SA 

SA 

Ingersoll-Rand 

-C- : 

2:-2  2 

2 

35  9 

4 

'00.9 

5 

4  0 

4  0 

9  3 

21 

1  50 

Interiake 

is. : 

iZ- 5 

-2 

-2  ■ 

S  V 

-7.9 

S  V 

S  V 

S  V 

S.S'. 

-C'  99 

Joy  Technologies 

■-43-: 

3 

445-S 

-5 

-1-2 

SV 

8.8 

-28 

SV 

S-V, 

19.8 

44 

C-22 

Pentair 

328-2 

9 

917-3 

11-6 

4 

28_5 

4 

3-5 

3.7 

13-9 

12 

3-37 

Rexnord  z 

'  ^ 

/  .o 

— 90 

*  0 

A..O  1 

SfewQrt  &  Stevenson  Services 

""~  " 

_  _  - 

"  ■ 

•3  1 

o  I 

1  -40 

Timken 

---  [ 

.'z'~ 

-3  = 

4  3 

73  C 

S  V 

-3.2 

S  V 

-1.08 

Tyco  Laboratories  : 

' 

= 

-- 

2-9 

9.5 

18 

2.14 

■  ^""'^  

-  - " 

2  ~  T  ~  2 
_  _ 

: 

. " 
.  _  _ 

—46  3 

—5  61 

=  TEXTILES 

GROUP  COMPOSm 

2655  5 

7 

son. 9 

9 

89. S 

126 

261.0 

141 

3.3 

1.6 

11.2 

18 

^M 

Albany  International 

-Z  3  " 

5 

~zz 

;  ; 

-2c 

2  3 

2.0 

2.5 

56 

0.24 

Cone  Mills 

'  ~2.  5 

3 

5Z'  4 

■  2 

'  ;  = 

4'  S 

33-s 

"2  = 

;  4 

1.3 

36.5 

9 

i  56 

Delta  Woodside  Industries  : 

152-9 

-10 

-29 

29-' 

5  9 

c 

DWG  ; 

317.5 

5 

-  2 

S  V 

-C  9 

S  V 

—0  2 ' 

Fieldcrest  Cannon 

302.0 

0 

888.4 

2 

6-6 

151 

12.6 

NV. 

2-2 

0.9 

5.6 

12 

1.37 

Guilford  Mills  : 

151.7 

6 

482.8 

13 

6-8 

40 

22.6 

72 

4-5 

3.4 

13.0 

10 

1.97 

interface 

"43  7 

447-5 

3 

1-9 

;  ^ 

9 

67 

6  2 

17 

0.73 

Shaw  Industries  : 

23 

2 '  -5 

66 

26 

1.02 

Springs  Industries 

■  4 

2.35 

Unifi  : 

S'.' 

24 

2.12 

16  METALS  &  MINING 

INDUSTRY  COMPOSITE 

14265.5 

2 

41694.8 

1 

249.3 

-4 

359.5 

-36 

1.7 

1.9 

-4.5 

NM 

-0.S6 

:  ALUMINUM 

GROUP  COMPOSITE 

5811.3 

-3 

17139.0 

-4 

63.8 

-57 

203.2 

-63 

1.1 

2.5 

0.5 

NM 

0.19 

Aluminum  Co.  of  America 

233-  - 

'57.8 

-38 

-Z  43 

Amax 

959-0 

2752-4 

sv 

-49.1 

SS', 

0  3 

-2  S 

Ss' 

-C.69 

Kaiser  Aluminum 

458.5 

-10 

1413.1 

-8 

3.9 

-83 

24.3 

-70 

0.9 

4.5 

9.0 

9 

0.89 

M  a  XX  a  m 

531.7 

-8 

1626  2 

-5 

0.7 

-87 

3.0 

-94 

0.1 

1  0 

2  8 

17 

1-36 

Reynolds  Metals 

AT  2 

32 

•-53 

=  STEEL 

GROUP  COMPOSITE 

6038.5 

5 

17546.8 

4 

-90.0 

NM 

-168.7 

NM 

NM 

NM 

-21.0 

NM 

-3.0« 

Allegheny  Ludlum 

Armco 

52 

i5Ci.9 

27 

-25.2 

S  V 

-53.2 

.s.« 

S  V 

sv 

S  V 

-3-36 

Bethlehem  Steel 

-10 

3017.5 

-8 

-7i-5 

-180.0 

N.M 

S  '.' 

S  V 

S  V 

S  V 

-10.97 

Carpenter  Technology  61 

10 

443  ? 

3  8 

'0  2 

-3- 

5-6 

1-81 

FoorT>otes  on  poge  111 
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Today,  staying  home 
doesn't  mean  staying  home  from  work. 


One  of  the  most  exciting  trends  in  the  Great  Lakes 
region  we  serve  is  the  work-at-home  boom.  For  Ameritech, 
it's  also  an  exciting  growth  opportunity. 

Using  our  existing  network,  we're  connecting  people 
with  tomorrow  by  freeing  them  from  the  traditional 
workplace  with  a  range  of  special  products  and  services. 
Second  and  third  phone  lines.  Advanced  custom  calling 
features.  Cellular  communications  and  paging.  Enhanced 
faxing.  Graphic  imaging.  Electronic  mail. 

We  even  help  get  the  phone  ringing  with  directory 
advertising  and  consult  on  the  unique  aspects  of  setting 
up  an  efficient  workplace  at  home. 

With  this  customer  segment  growing  nearly  nine 
percent  yearly,  America's  most  information-intense  region 
shows  strong  signs  of  becoming  even  more  intense  in  the 


years  ahead.  That's  continued  good  new,s  lot  Ameritech 
shareowners  whose  dividends  have  already  grown  at  a 
compound  annual  rate  of  more  than  seven  percent  since 
divestiture— the  highest  average  rate  of  all  the  regional 
communications  companies. 

For  a  copy  of  our  Annual  Report  or  related  financial  pub- 
lications, call  Ameritech  Investor  Relations  at  312/750-5353. 


The  Communications  Companies  of  Ameritech  are: 
Illinois  Bell  •  Indiana  Bell  •  Michigan  Bell  •  Ohio  Bell  •  Wisconsin  Bell 
Ameritech  Audiotex  Services  •  Ameritech  Credit  •  Ameritech  Development 
Ameritech  Information  Systems  •  Ameritech  International 
Ameritech  Mobile  Communications  •  Ameritech  Publishing 
Ameritech  Services  •  The  Tigon  Corporation. 


3  1992  Ameritech  Corporation 


JsmEitiTECH 

Connecting  You  With  Tomorrow 


"Being  a  young  global  company  can  cause  the  doesn't  mean  turning  everything  upside  d' 

occasional  growing  pain  but  it  has  a  lot  of  It  has  always  been  a  part  of  our  culture.  We 

advantages.  We  can  avoid  the  mistakes  made  have  40  highly  independent  business  uni 

by  our  older  brothers.  For  us.  decentralization  My  job  is  to  set  the  framework.  And  give  t 


Akzo  is  one  of  the  world's  leading  companies  in  selected  areas  of  chemicals,  fibers,  coatings,  salt  and  health  care  pro 
Some  63.000  people,  active  in  50  countries  around  the  world,  make  up  the  Akzo  workforce.  For  more  information,  write  c 
Akzo  America  Inc.,  Corp.  Comm.  Dept.  Ri,  300  South  Riverside  Plaza,  Chicago,  II.  60606.  Phone  (312)  906-7500. 


Aarnout  A.  Loudon,  Chairman  of  the  Board  of  Management  of  Akzo: 


CREATING  THE  RIGHT  CHEMISTRY  i\|C230 


COMPANY  SAiES   PROFITS  

MARGINS       RETURN  ON 

COMMON  12 


3RD 

CHANGE 

9 

CHANGE 

'  3R0 

CHANGE 

9 

CHANGE 

3RD 

3RD 

EQUITY 

PRICE- 

MONTHS' 

QUARTER 

FROM 

MONTHS 

FROM 

QUARTER 

FROM 

MONTHS 

FROM 

QUARTER 

QUARTER 

12  MONTHS 

EARNINGS 

earning; 

199) 

1991 

1 992 

1 99 1 

1 992 

1991 

1992 

1991 

ENDING 

RATIO 

PER 

S  MIL 

S  Mil 

S  MIL 

S  Mil 

9-30 

10-23 

SHARE 

Commercial  Metals  (4) 

348.2" 

15 

904.4 

4 

6.5 

59 

9,7 

15 

1.9 

1.3 

5.9 

20 

116 

Inland  Steel  Industries 

858.6 

0 

2663.9 

4 

-35.1 

NM 

-60.7 

'  NM 

NM 

NM 

-27  9 

NM 

-9.09 

253  7 

56 

635  3 

28 

9  2 

O 

—00 

J.O 

0.0 

6.4 

1 .05 

Nucor 

423.6 

14 

1201.1 

10 

20.4 

31 

54.1 

26 

4.8 

4.2 

10.2 

33 

1.76 

Quanex  (2) 

141.9 

-7 

415.2 

-5 

2  6 

-25 

7.1 

-12 

1.8 

2  3 

6  0 

21 

0.85 

USX-U.  S.  Steel  Group 

1271 .0 

-1 

3705.0 

4 

-7.0 

NM 

-14.0 

NM 

NM 

0.4 

-1 0.0 

NM 

-3  54 

Weirton  Steel 

263.7 

4 

800.5 

6 

-14.0 

NM 

-32.7 

NM 

NM 

NM 

-1  8.7 

NM 

-1  70 

Wheeling-Pittsburgh 

235  5 

-4 

712.5 

-1 

-7.3 

NM 

-16.8 

NM 

NM 

0.1 

-5.8 

NM 

-0.81 

Worthington  Industries  (7) 

250.4 

13 

761.1 

17 

12.9 

1 

41.8 

29 

5.1 

5  7 

14.1 

24 

0.95 

(c)  OTHER  METALS 

CROUP  COMPOSITE 

2415.8 

5 

7009.1 

275.6 

54 

325.0 

-41 

11.4 

7.8 

4  6 

61 

0.51 

489  6 

_] 

1 435  1 

1 8  6 

8 1 

30  4 

- 1  A 

T  ft 

0  o 

1  .U4 

Cyprus  Minerals 

431.7 

-2 

1233.7 

-3 

41.4 

36 

-255.6 

NM 

9  6 

6.9 

-38.4 

NM 

-7  64 

Freeport-McMoRan  Copper  &  Gold 

157.1 

3 

505.5 

46 

26.5 

7 

93.5 

66 

16.9 

16.2 

74  6 

28 

0.74 

Magma  Copper 

218.3 

13 

622.1 

18 

23.3 

102 

48.1 

60 

10.7 

6.0 

-22.5 

NM 

-3  10 

Mueller  industries 

147.7 

34 

396.4 

18 

3.9 

NM 

10.5 

NM 

2.6 

NM 

-19.8 

NM 

-3.32 

Newmont  Gold 

143.5 

5 

418.0 

-2 

23  7 

-18 

70.5 

-24 

16.5 

21.2 

13  4 

39 

0.99 

Newmont  Mining 

155.8 

5 

472.3 

1 

18.3 

50 

86.6 

21 

1 1.7 

8.2 

44.6 

29 

1.60 

Phelps  Dodge 

672  1 

9 

1925  9 

6 

1  19.9 

85 

2409 

22 

17.8 

10.5 

15.6 

10 

4.50 

17  NONBANK  FINANCIAL 

INDUSTRY  COMPOSITE  39601.8 

0 

113752.1 

1 

2280.0 

5 

7801.5 

14 

5.8 

5.5 

13.9 

12 

3.03 

(a)FINANCIAL  SERVICES 

CROUP  COMPOSITE  27097.4 

2 

75897.6 

4 

1461.7 

-1 

5706.7 

16 

5.4 

5.6 

16.7 

12 

3.17 

Alexander  &  Alexander  Services 

339  0 

2 

1007.3 

0 

8.8 

22 

46.5 

88 

2  6 

2.2 

2.8 

91 

0.28 

Alleghany 

4377 

9 

1314.4 

30 

17.5 

-4 

50.4 

70 

4.0 

4.5 

,  m 

5.6 

18 

6.51 

American  Express 

6712.0" 

3 

20263.0 

5 

-205.0 

NM 

354.0 

-36 

NM 

0.5 

7.1 

18 

1.15 

Bear  Stearns  (6) 

604.2" 

1 

1  986.0 

9 

63  0 

34 

233.1 

50 

10.4 

7.9 

27.3 

5 

2.90 

Beneficial 

446.9 

-2 

1371  8 

1 

38  5 

2 

124  3 

13 

8.6 

8  3 

13.3 

10 

6.04 

Block  (H&R)  (8j 

178.0 

4 

11519 

1  1 

-7  1 

1 63  9 

]  5 

28  6 

25 

1  47 

Countrywide  Credit  Industries  (10) 

154.4" 

110 

395  8 

107 

34.2 

187 

85.2 

207 

22.2 

16.2 

16.9 

13 

1  99 

Crawford 

150.0 

10 

434.3 

8 

1  1.0 

10 

29.3 

2 

7.3 

7.3 

21.6 

18 

1.07 

Edwards  (A.  G.)  (10) 

257.3" 

1  7 

778.8 

26 

26.9 

1 3 

85  2 

32 

1 0.5 

10.8 

20.8 

8 

2.47 

Equifax 

278.3 

3 

830  9 

4 

22  3 

26 

59  3 

55 

8  0 

6  5 

20  6 

1 8 

0  9 1 

Federal  Home  Loan  Mortgage  Assn. 

1 104.0 

4 

3274  0 

4 

1610 

8 

467.0 

14 

14.6 

14.0 

22  3 

12 

3.30 

Federal  Notional  Mortgage  Assn. 

3669.4" 

9 

10781  9 

8 

422  2 

20 

1220.8 

12 

1 1.5 

10.4 

24  6 

12 

5.79 

First  Financial  Management 

403.4" 

36 

1076.1 

3 1 

3  1 .7 

31 

81  0 

46 

7.9 

8.2 

10.4 

1 8 

2.02 

Marsh  &  McLennan 

7300" 

8 

2231  8 

6 

69.7 

-6 

251 .7 

0 

9.5 

10.9 

27.3 

21 

4.25 

Merrill  Lynch 

3390.2" 

12 

10160  8 

10 

230  1 

44 

735.3 

40 

6  8 

5.3 

20.9 

7 

7.88 

Morgan  Stanley  Group  (II) 

2292.2" 

NA 

NA 

NA 

1  19  0 

NA 

NA 

NA 

5  2 

NA 

18  7 

NA 

NA 

PaineWebber  Group 

836.5" 

3 

2527.7 

8 

51.7 

35 

171.8 

66 

6.2 

4.7 

24.1 

4 

4  48 

Primerica 

1245.6" 

-3 

3826.8 

0 

165.0 

34 

536.3 

55 

13.2 

9.6 

18  4 

7 

5.97 

Salomon 

1747.0 

-28 

6054.0 

-21 

6.0 

-93 

407.0 

-24 

0.3 

3.5 

8.8 

12 

2.68 

Schwab  (Charles) 

196.8" 

-3 

680.9 

19 

7.8 

-41 

56.0 

68 

4.0 

6.5 

30  5 

10 

1.84 

Student  Loan  Marketing  Assn. 

691.9 

-16 

2124.1 

-15 

100.1 

15 

292.7 

15 

14.5 

10.6 

400 

17 

4.07 

Transamerica 

1232  6" 

3 

3625.4 

4 

87  4 

72 

2560 

84 

7.1 

4  3 

5.6 

22 

2.0i 

(b)INSURANCE 

CROUP  COMPOSITE 

9317.3 

2 

27915.3 

2 

627.4 

41 

1605.4 

15 

6.7 

4.9 

11.0 

12 

3.9« 

Aetna  Life  &  Casualty 

4403.0 

-2 

13183.7 

-4 

126.7 

75 

252.0 

-17 

2.9 

1.6 

4.6 

10 

4.11 

Capital  Holding 

707  7 

8 

2134.4 

10 

88.9 

42 

232.1 

26 

12.6 

9.6 

15.9 

10 

5.9^ 

CCP  Insurance 

168  4" 

20 

450.2 

24 

22.0 

68 

55.2 

82 

13.1 

9.4 

52.0 

NA 

Conseco 

298.2" 

-14 

1036.4 

8 

43.1 

61 

1  15.0 

57 

14.5 

7.7 

38.1 

8 

5.2C 

Hartford  Steam  Boiler  Inspection 

172  7 

9 

507.4 

9 

2.9 

-84 

39.6 

-33 

1.7 

1 1.8 

13.8 

22 

2.6; 

Progressive 

412  5" 

6 

1306.6 

17 

44.7 

299 

106.7 

129 

10.8 

2.9 

20.8 

19 

4.0- 

Provident  Life  &  Accident 

741.1" 

7 

2157.7 

4 

30.5 

29 

86.7 

-7 

4.1 

3.4 

7.9 

11 

2.4; 

Safeco 

859.0 

2 

2621.1 

4 

80.1 

17 

207.3 

19 

9.3 

8.1 

12.7 

12 

4.6; 

Torchmark 

51  1.7 

7 

1531  8 

7 

68.1 

9 

198.6 

8 

13.3 

13.1 

260 

15 

3.4( 

Unitrin 

372.6 

21 

10240 

10 

56.6 

70 

125.8 

36 

15.2 

10.8 

8.7 

12 

3.2' 

UNUM 

670.3 

10 

1962.0 

9 

63.8 

21 

186.4 

20 

9  5 

8.7 

15.3 

13 

3.5 

(c)  SAVINGS  &  LOAN 

CROUP  COMPOSITE 

3187.2 

-19 

9939.2 

-18 

190.9 

-26 

489.3 

-10 

6.0 

6.5 

6.2 

13 

1.2' 

Ahmanson  (H.  F.) 

872.1** 

-20 

2769.0 

-21 

50.7 

-22 

140.9 

-23 

5.8 

5.9 

7,1 

9 

1.6 

Coast  Savings  Financial 

149.2** 

-27 

481.5 

-33 

3.5 

-49 

13.1 

-59 

2.3 

3.4 

7.8 

5 

1.4 

Dime  Savings  Bank  of  N.Y. 

21 1.2 

-17 

621.7 

-17 

1 1.5 

NM 

28.1 

NM 

5.4 

NM 

-61.7 

NM 

-7.3 

Glenfed  (6) 

337.4** 

-34 

974.4 

-32 

-12.7 

NM 

-185.3 

NM 

NM 

4.7 

-23.0 

NM 

-4.6 

Golden  West  Financial 

4977 

-12 

1542.5 

-8 

69.7 

15 

213.6 

22 

14.0 

10.7 

16.8 

9 

4.3 

Great  Western  Financial 

792.3" 

-18 

2520.7 

-16 

31.7 

-59 

151.2 

-33 

4.0 

8.0 

9.6 

8 

16 

Metropolitan  Financial 

125.6 

4 

420.7 

15 

12  2 

0 

573 

69 

9.7 

10  1 

20.1 

4 

3.3 

Standard  Federal  Bank 

201.6** 

-7 

608.8 

-7 

24.3 

56 

70.3 

58 

12.1 

7.2 

16.2 

7 

2.8 
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CORPORATE  SCOREBC 


"WTkeiti  your  feemtls  were 
m  io  every 


into  INVESCOs  KiMMci 

Select  Income  Poritfolio« 

Now  you  get  to  spxenJ 
your  time  nn 


IDy  sppeannmg  some  ot 
your  m^estmenis  mfo  a  quality 
long-term  Hnoml  lliuunul  Mse 
EWESCOsFmaiudal 
Select  Income  Rrrfolio,  you 
can  get  tlue  montiily  moome 
you  want  wjliJe  mmmmziunig 
your  risk. 

It  s  tliis  ooaiJtiniatiioini  of  strrang 
returns  anti  moderate  risk  tliat 


pevenv 

Services  to  rank  INVESCOs 
Knaiioal  Seleat  Income  Rjitfolio 
as  one  of  tlie  Top  10  IBwrndl  Kinils 
nwesting  in  oonrporate  Iwimnlls  rateil 
at  least  B)BB.  So  talse  a  look  at 
EWESCO's  Knandal  Select 
Income  Rmntfolio.  It  couU  te 
tlie  kc}'  to  your  Jay  m  tlue  sun. 


Financial  Select  Income  Portfolio 

/Xnnualized  Return  Thniugh  June  30. 1992 

One  Year 

15.61% 

Five  Year 

9.13% 

Ten  Year 

11.60% 

INVESCO 

FUNDS  GROUP  INC 


Just  one  o  f  tie 
smart  ckoices  you  ve  made. 

1-800-626=8085) 


nghised  on  figures  trum  Lippt  r  Analytical  Services  in  which  Selat  Income  PortfoHo  was  #<)  out  of  43  bond  hinds  investing  in  corporate  bonds  rated  at  least  BBB  for  the  12  month  period  ending  6/30/92.  Of  course, 
crformance  is  no  gtrarantee  of  hitute  tesults.  Total  tetuin  assumes  reinvestment  of  all  dividends  and  capital  gains.  Investment  teturn  and  principal  value  will  fluauate  so  that,  when  redeemed,  an  investor's  shares  may  be 
more  or  less  dian  their  original  cost.  For  more  complete  infotmation,  including  management  fees  and  expenses,  call  for  a  prospectus.  Read  it  carefully  before  you  invest  or  send  money. 


COMPANY  SALES   PROFITS 


MARGINS 

RETURN  ON 

COMMON 

380 

CHANGE 

9 

CHANGE 

3RD 

CHANGE 

9 

CHANGE 

3RD 

3RD 

EQUITY 

PRICE- 

MONTHS 

QUARTER 

FROM 

MONTHS 

FROM 

QUARTER 

FROM 

MONTHS 

FROM 

QUARTER 

QUARTER 

12  MONTHS 

EARNINGS 

EARNINC, 

1992 

1991 

1992 

1991 

1992 

1991 

1992 

1991 

1992 

1991 

ENDING 

RATIO 

PER 

$Mll. 

% 

$MIL 

% 

SMIL 

SMIL. 

% 

% 

% 

9-30 

10-23 

SHARES 

18  OFFICE  EQUIPMENT  &  COMPUTERS  | 

49540.7 

II 

147342.1 

10 

~1540.5 

NM 

823  0 

nm 

2.3 

0.5 

NM 

1 

O.IOI 

(a)  BUSINESS  MACHINES  &  SERVICES 

CROUP  COMPOSITE 

4121.6 

19 

12063.8 

20 

202.5 

12 

561.0 

13 

4.9 

5.2 

15.5 

19 

1.33y 

Bell  &  Howell 

172.3 

13 

482.4 

7 

0.4 

NM 

-3,1 

NM 

0.2 

NM 

-31.5 

NA 

-6.95. 

CompuCom  Systems 

174.5 

19 

508  2 

46 

1.9 

5 

4,3 

25 

1.1 

1.2 

15.9 

10 

0.19 

cue  International  (11) 

181.2** 

15 

525.9 

15 

13.5 

40 

22.3 

-17 

7.4 

6.1 

56.8 

46 

0.47 

Deluxe 

372  6 

11218 

50  5 

1 2 

1 47  0 

1  T 
1  -J 

1  J  .O 

1  0 
1  Z..D 

1  Q 
1  o 

2.38 

Diebold 

133.2 

5 

389,5 

8 

1 1 .0 

1 8 

26.0 

23 

8.2 

7.3 

10.5 

18 

3.05 

ElectroCom  Automation 

164.0 

1 1 9 

381 , 1 

78 

7.9 

37 

21.0 

58 

4.8 

7.7 

100.2 

21 

0.95 

riON  Industries 

1 96.0 

2 1 

5 1 8.3 

1 8 

1 2.3 

1 6 

28.2 

32 

6.3 

6.5 

25.8 

17 

1 .22 

ln#AllmAn4  ClA^frmm^c  flit 

iniciiiatsiii  citfCTroiiio  1 1  i  J 

58 1  2 

26 

1 934  7 

47 

-4  3 

1 3  1 

A  0 

1  o 
1  y 

U.o  1 

Merisel 

554.3 

42 

1 554. 1 

39 

3.5 

18 

12.1 

142 

0.6 

0.8 

9.4 

14 

0.65 

miller  \rlermanj  {/] 

1 99.6 

8 

613.5 

3 

2.4 

9 

-8.9 

NM 

1 .2 

1 .2 

-1.2 

NM 

-0  13 

Pitney  Bowes 

861.0 

6 

2506.4 

3 

80.5 

1 5 

229.3 

12 

9.3 

8.6 

16.7 

19 

1 .96 

Standard  Register 

170.2 

4 

51  1.8 

0 

8.7 

28 

26.9 

36 

5.1 

4  1 

11.6 

13 

1.39 

Tech  Data  (11) 

227.8 

58 

629.8 

60 

4.5 

79 

12.5 

87 

2.0 

1 .8 

15,3 

20 

1 .06 

Wallace  Computer  Services  (5) 

1 33.8 

1 7 

386.2 

1  1 

9.7 

33 

30.3 

1 8 

7.2 

6.4 

11.1 

14 

1.76| 

(b)COMPUTERS  &  PERIPHERALS 

GROUP  COMPOSITE 

39507.6 

9 

117926.0 

7 

-2356.3 

NM 

-1458.1 

NM 

NM 

1.6 

-3.7 

NM 

-1.07? 

AM  International  (5) 

152.4 

-30 

461.1 

-28 

-97.4 

NM 

-1 19.0 

NM 

NM 

3.5 

NM 

NM 

-2.81 

Amdahl 

588.8 

40 

1779.7 

36 

-30.8 

NM 

-9.4 

NM 

NM 

1.3 

-2.0 

NM 

-0.25 

Apple  Computer  (3) 

1767.7 

17 

5223.9 

13 

97.6 

20 

364.4 

129 

5.5 

5.4 

25.0 

1  1 

4.33 

AST  Research  (6) 

286.4 

45 

794.2 

35 

7.6 

-54 

43.0 

-20 

2.7 

8.3 

16.4 

10 

1.88  , 

Ceridian 

203.2 

13 

605.1 

8 

9.3 

9 

-39.7 

NM 

4.6 

4.7 

NM 

NM 

-1.30 

Compaq  Computer 

1067.1 

50 

2677,1 

12 

49.4 

NM 

123.7 

92 

4.6 

NM 

9.9 

17 

2.25 

Conner  Peripherals 

625.5 

58 

1618.0 

37 

41.9 

141 

1  12.6 

42 

6.7 

4.4 

15.9 

9 

2.19 

Cray  Research 

220.2 

7 

570.3 

4 

6.5 

-77 

1 1.7 

-78 

3.0 

13.7 

9  5 

8 

2,59 

Data  General  (3) 

288.2 

-2 

821.2 

-10 

0.5 

-97 

-66.5 

NM 

0.2 

6.2 

-13.9 

NM 

-1,91 

Dell  Computer  (11) 

457.5 

129 

1 109.3 

105 

21.9 

77 

57.2 

84 

4.8 

6.2 

22.0 

19 

1  85 

Digital  Equipment  (6) 

33143 

1 

10472.6 

-3 

-260.5 

NM 

-2443.9 

NM 

NM 

0.4 

-55.0 

NM 

-20.54 

Dynatech  (9) 

132.6 

9 

376.7 

7 

4.2 

7 

8.9 

9 

3.2 

3.3 

8.2 

13 

1,42 

Hewlett-Packard  (2) 

4040.0 

15 

12086.0 

13 

191.0 

-1 

823.0 

31 

4.7 

5,4 

12,2 

15 

3,75 

Intergraph 

303.3 

3 

869.3 

-2 

4.6 

-68 

10.4 

-81 

1.5 

4.9 

3.6 

23 

0-57 

International  Business  Machines 

14702.0 

2 

44963.0 

5 

-2778.0 

NM 

-1402.0 

NM 

NM 

1.2 

-7.8 

NM 

-5,01 

Maxtor  (9) 

357.2 

43 

986.4 

39 

18.7 

NM 

70.3 

NM 

5.2 

NM 

40. 1 

5 

2  54 

Quantum  (9) 

362.8 

48 

1076.8 

37 

18.0 

134 

56.8 

41 

5.0 

3.2 

20.0 

9 

1,45 

Seagate  Technology  (6) 

742.6 

20 

2302.7 

17 

59.6 

NM 

159.6 

NM 

8.0 

NM 

19.8 

6 

2.46 

Silicon  Graphics  (6) 

231.1 

26 

678.7 

8 

13.1 

NM 

-96.4 

NM 

5.7 

NM 

-26.6 

NM 

-2,07 

Storage  Technology 

387.1 

0 

1 107.2 

0 

4.1 

-83 

23.2 

-59 

1.1 

6.3 

6.6 

18 

1,43 

Sun  Microsystems  (6) 

855.9 

13 

2780.9 

9 

4.8 

-82 

103.9 

-32 

0.6 

3.5 

10.5 

21 

1  49 

Tandem  Computers  (3) 

576.3 

13 

1582.4 

7 

27.2 

846 

53.4 

90 

4.7 

0.6 

-3.4 

NM 

-0,38 

Tandy  (6) 

1 160.1** 

10 

3321.1 

9 

32.1 

-23 

95.3 

-2 

2.8 

4.0 

10.3 

12 

2  15 

3Com  (7) 

130,9 

51 

354.9 

31 

4.8 

146 

4.3 

NM 

3.7 

2.3 

3.5 

78 

0  24 

Unisys 

2067  5** 

5 

6165.5 

-1 

58.3 

NM 

195.0 

NM 

2.8 

NM 

25,0 

9 

0,94 

Xerox 

4487.0** 

5 

13142.0 

2 

135.0 

12 

402.0 

1  1 

3.0 

2.8 

9,1 

18 

4,26 

(c)  COMPUTER  SOFTWARE  &  SERVICES 

GROUP  COMPOSITE 

5911.4 

24 

17352.3 

25 

613.3 

92 

1720.1 

49 

10.4 

6.7 

21.5 

29 

1.36 

Automatic  Data  Processing  (6) 

495.3** 

15 

1557  5 

14 

51.9 

13 

201.9 

13 

10.5 

10.7 

20.2 

25 

1,88 

Borland  International  (9) 

127.8 

12 

359.4 

-7 

5.4 

NM 

-19.8 

NM 

4.2 

NM 

-4.9 

NM 

-0  51 

Computer  Associates  Intl.  (9) 

431.9 

30 

1269.3 

30 

47.0 

25 

124.0 

38 

10.9 

11.3 

18.0 

15 

114 

Computer  Sciences  (9) 

616.0 

32 

1866.1 

33 

17.1 

22 

56.9 

15 

2.8 

3.0 

1 1.6 

15 

4  39 

Electronic  Data  Systems 

2047.8 

21 

6033,7 

22 

167.3 

15 

457.5 

12 

8.2 

8.6 

20.6 

22 

1,29 

Government  Technology  Services 

140.8 

16 

274  6 

5 

3.8 

-20 

3.9 

-34 

2.7 

3.9 

10.2 

7 

0  86 

Lotus  Development 

206.7 

-6 

654.1 

13 

30.1 

40 

65.8 

77 

14.6 

9.8 

18.6 

12 

1.66 

Microsoft  (6) 

818.0 

41 

2314  3 

45 

209.0 

45 

597.9 

47 

25.6 

24.8 

32.1 

34 

2,61 

Novell  (2) 

243  3 

45 

673.2 

49 

66.0 

53 

179.5 

60 

27.1 

25.6 

27.5 

41 

0,76. 

Oracle  Systems  (7) 

306.9 

25 

956.7 

19 

10.0 

311 

55.5 

177 

3.2 

1.0 

16.7 

47 

0,49 

Safeguard  Scientifics 

205  7 

17 

599.3 

40 

1.6 

16 

7.5 

-16 

0.8 

0.8 

10.3 

7 

2  02 

Western  Digital  (6) 

271.1 

36 

794.0 

14 

4.2 

NM 

-10.4 

NM 

1.5 

NM 

-27.4 

NM 

-1.07 

19  PAPER  &  FOREST  PRODUCTS  | 

INDUSTRY  COMPOSITE 

21577.9 

6 

62898.2 

5 

554.4 

24 

1481.8 

2 

2.6 

2.2 

3.3 

42 

0.82 1 

(o)  FOREST  PRODUCTS 

GROUP  COMPOSITE 

7740.0 

6 

22461.5 

5 

109.8 

192 

330.7 

105 

1.4 

0.5 

0.2 

NM 

-0.04! 

Boise  Cascade 

934.5 

-8 

2810.6 

-6 

-35.2 

NM 

-123.1 

NM 

NM 

NM 

-15.7 

NM 

-4,29 

Georgia-Pacific 

3061.0 

3 

8937.0 

2 

-37.0 

NM 

-32.0 

NM 

NM 

NM 

-3.7 

NM 

-1,15 

Louisiana-Pacific 

641.4 

43 

1656.0 

28 

55.7 

110 

135.8 

188 

8.7 

5.9 

1  1.4 

19 

2,67 

Pope  &  Talbot 

143.6 

16 

400.5 

4 

-0.9 

NM 

-5.1 

NM 

NM 

NM 

-8.0 

NM 

-1.20 

Weyerhaeuser 

2337.0 

6 

6881.7 

5 

107.2 

149 

286.7 

84 

4.6 

1.9 

0.9 

NM 

0,14 

Willamette  Industries 

622.5 

23 

1775.7 

22 

20.0 

48 

68.3 

123 

3.2 

2.7 

7.2 

22 

1,53 
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CORPORATE  SCOREBO  C 


Some  Folks  Put 
jeneric  Ribbons  In  Their 
IBM  Typewriters. 


Even  when  enlarged  36  rimes,  this 
"Y"  rates  an  "A".  At  Lexmark,  we 
make  sure  your  IBM  typewriter 
delivers  maximum  performance 


Look  at  the  perfect  consistency 
ofl^lackness  in  this  character 
Lexmark  tested  over  7,000  miles  of 
ribbon  last  year  to  make  sure  \ou 
look  good  on  paper 


Why  indeed?  When  you  bought  an  IBM'  type- 
riter,  you  bought  the  very  best.  Why  take  a  chance 
1  a  ribbon  that  isn't  from  the  manufacturer? 

At  Lexmark,  we're  dedicated  to  making  sure  you 
ok  good  on  paper.  We  are  constantly  testing  and  im- 
"oving  our  ribbons  so  your  IBM  equipment  delivers 
le  highest  quality  image  and  the  largest  yield  possible. 
?  Because  we  like  U. 

To  order,  to  locate  the  dealer  nearest  you,  or  to 
;ceive  your  free  catalog,  call  1-800-438-2468,  ext.  30. 
n  Canada,  call  1-800-663-7662.) 

Lexmark  hitemational,  a  former  subsidiary  of  IBM, 
an  independent,  woridwide  company  that  develops, 
lanufactures,  and  markets  IBM  personal  printers,  IBM 
'pewriters,  related  supplies  and  keyboards. 


Our  ribbons  handle  the  corners 
mile  a  fter  mile  In  fad,  some  of  our 
ribbons  yield  up  to  240'^/(  more 
characters  than  other  ribbons. 


IBM  ribbons  are  tested  in  a  special 
chamber  that  simulates  extix'me  office 
conditions.  Even  the  worst  humidit\' 
won 't  put  a  damper  on  xour  writing. 


IBM  Supplies  by 

Lexm^vrk 


Make  Your  Mark 


IBM  IS  a  registered  iradeniark  ol  International  Business  Machines  Corporation  in  the  United  Slates  and/or  other  countries  and  is  used  under  hcense. 
Lexmark  is  a  trademark  of  Lexmark  IntemalionaL  Inc.  ©  1992  Lexmark  International,  Inc. 


COMPANY  SALES   PROFITS 


MARGINS       RETURN  ON 

COMMON  1 2 


3RD 

CHANGE 

9 

CHANGE 

'  3R0 

CHANGE 

9 

CHANGE 

3RD 

3RD 

EQUITY 

PRICE- 

MON^H 

QUARTER 

FROM 

MONTHS 

FROM 

QUARTER 

FROM 

MONTHS 

FROM 

QUARTER 

QUARTER 

12  MONTHS 

EARNINGS 

EARNINC 

1992 

1991 

1992 

1991 

1992 

1991 

1992 

1991 

1992 

1991 

ENDING 

RATIO 

PER 

S  MIL 

S  MIL 

S  MIL 

SMIl 

9-30 

10-23 

SHARE 

(b)  PAPER 

GROUP  COMPOSITE 

13837.9 

6 

40436.7 

5 

444.5 

9 

1151.1 

-11 

3.2 

3.1 

4.7 

28 

1.20 

Bowater 

366.2 

17 

1095.0 

14 

-17.9 

NM 

-72.0 

NM 

NM 

2  3 

-8.4 

NM 

-2  03 

Champion  International 

1259  2 

3 

3689.0 

3 

50.5 

380 

52.0 

74 

4.0 

0.9 

1.0 

65 

0  38, 

Chesapeake 

236  2 

8 

675.6 

6 

6.3 

29 

13.1 

35 

2.7 

2.2 

5.0 

24 

0.86, 

Consolidated  Papers 

233.1 

7 

672.1 

1 

1 1.0 

-44 

40  6 

-42 

4.7 

9.1 

6.7 

29 

1.43'^ 

Fort  Howard 

307  7 

3 

865.6 

0 

-1 1.5 

NM 

-41.4 

NM 

NM 

NM 

NM 

NA 

-13  18 

Glatfelter  (P.  H.) 

133.4 

-6 

41  1.0 

-4 

1  1.9 

-31 

42.3 

-24 

8.9 

12.2 

14.1 

16 

1  41 

International  Paper 

3500.0 

7 

10242.0 

8 

100.0 

-5 

318.0 

-5 

2.9 

3.2 

5.9 

20 

3  22 

James  River  Corp.  of  Virginia 

1213.5 

8 

3586.5 

4 

7.0 

-17 

1  1.9 

-83 

0  6 

0.8 

0.2 

NM 

-0  06 

Kimberly-Clark 

1793  5 

6 

5281.8 

5 

139.0 

10 

413.5 

12 

7.8 

7.4 

20  8 

16 

3  45 

Manville 

592.6 

1 1 

1644.9 

8 

5.8 

NM 

30.5 

NM 

1.0 

NM 

-6.4 

NM 

-0  16 

Mead 

1254.5 

4 

3568.1 

2 

37  5 

48 

20.5 

-64 

3  0 

2.1 

2.6 

56 

0  66 

Potlatch 

340.1 

5 

1003.0 

8 

17.8 

-2 

68.4 

73 

5.2 

5  6 

8.9 

16 

2  90' 

Scott  Paper 

1239.5 

8 

3660.8 

5 

30.6 

9 

122.4 

39 

2  5 

2.4 

-1.7 

NM 

-0  49 

Union  Camp 

780.3 

2 

2320.0 

4 

20.8 

-38 

28  2 

-73 

2.7 

4.4 

2.5 

64 

0.69 

Westvaco  (2) 

587  9 

4 

1721.2 

2 

35.6 

-5 

103.1 

15 

6.1 

6.6 

8.6 

16 

2.29;. 

20  PUBLISHING  &  BROADCASTING 


INDUSTRY  COMPOSITE 

12806.8 

6 

37606.8 

4 

675.9 

61 

1901.6 

34 

5.3 

3.5 

7.3 

36 

l.t7 

(a)  BROADCASTING 

CROUP  COMPOSITE 

2007.8 

4 

5947.7 

1 

133.8 

134 

367.7 

44 

6.7 

3.0 

11.2 

27 

2.271 

Capital  Cities/ABC 

1215.3 

1 

3702.0 

-3 

62.2 

15 

251.4 

5 

5.1 

4.5 

10.0 

18 

23  12 

Gaylord  Entertainment 

180  5 

5 

483.2 

6 

1  1.5 

113 

20  6 

NM 

6.4 

3.1 

12.3 

58 

0  58 

Multimedia 

140.5 

10 

409.4 

7 

15.1 

44 

41.3 

22 

10.7 

8.2 

NM 

19 

1  49 

Viacom 

471.5 

1 1 

1353.1 

8 

45.0 

NM 

54.4 

NM 

9.6 

NM 

3.7 

NM 

0  21 

|b)  PUBLISHING 

GROUP  COMPOSITE 

10799.1 

7 

31659.1 

5 

542.1 

49 

1533.9 

31 

5.0 

3.6 

6.5 

38 

1.00 

Beio  (A.  H.) 

127.8 

23 

376.7 

21 

7.1 

273 

26.0 

301 

5.6 

1.8 

12.5 

28 

1  65 

Commerce  Clearing  House 

136  8 

-7 

501.7 

-7 

-1.7 

NM 

-1 1.9 

NM 

NM 

NM 

-5.6 

NM 

-0.31 

Dow  Jones 

438  1 

7 

1341.8 

6 

21.1 

32 

92.9 

35 

4  8 

3.9 

6.6 

29 

0  95 

Dun  &  Bradstreet 

1  190.4 

8 

3462  6 

2 

150.0 

1  1 

377  0 

7 

12  6 

12.3 

24.8 

19 

2  97 

Gannett 

848.6 

4 

2533  9 

2 

80.0 

34 

234.2 

14 

9.4 

7.3 

20.5 

22 

2  31 

Houghton  Mifflin 

198.8 

-6 

376.5 

-3 

34.0 

1 

31  7 

3 

17  1 

16.0 

12.7 

19 

1  86 

Knight-Ridder 

564.9 

4 

1710.8 

3 

31.4 

1  1 

102.5 

20 

5.6 

5.2 

12.1 

20 

2  72 

McGraw-Hill 

532.7 

9 

1471.8 

7 

61.1 

1 1 

1  13.9 

1  1 

1  1.5 

1 1.2 

15.9 

18 

3  26 

Media  General 

140.0 

-2 

428.7 

-2 

1.9 

NM 

1 1.0 

NM 

1.4 

NM 

9.8 

21 

0  77 

Meredith  (6) 

177.4 

4 

544.4 

-1 

3.4 

25 

-3.0 

NM 

1.9 

1.6 

05 

NM 

0  1  1 

New  York  Times 

429.7 

9 

1318.1 

5 

-33.9 

NM 

-4.7 

NM 

NM 

0.5 

2  8 

61 

0  39. 

Reader's  Digest  Association  {6| 

680.0 

18 

2004.0 

14 

68.6 

25 

185.4 

17 

10.1 

9  5 

27.3 

26 

2  06  : 

Scripps  (E.W.) 

295.1 

-7 

935.2 

-1 

7  8 

-47 

46  2 

16 

2.7 

4.7 

10.2 

26 

0.95 

Time  Warner 

3246.0 

10 

9349.0 

8 

6  0 

NM 

18  0 

NM 

0.2 

NM 

-6.7 

NM 

-1  50 

Times  Mirror 

914.4 

3 

2691.4 

2 

43.8 

7 

127.6 

34 

4.8 

4.6 

6.0 

33 

0  89 

Tribune 

527.4 

5 

1555.5 

3 

33  8 

-2 

94.0 

-14 

6  4 

6.9 

20  5 

27 

1  70 

Washington  Post 

351.0 

3 

1057.0 

4 

27.5 

9 

93.0 

30 

7.8 

7  4 

14.5 

19 

1  1  82 

21  SERVICE  INDUSTRIES 


INDUSTRY  COMPOSITE 

18451.5 

13 

53034.5 

11 

716.5 

16 

2158.9 

30 

3.9 

3.8 

14.0 

23 

1.25 

(a)CONSTRUCTION  &  ENGINEERING 

GROUP  COMPOSITE 

4705.2 

3 

13416.2 

0 

86.3 

-16 

228.4 

20 

1.8 

2.2 

11.4 

20 

1.43 

Apogee  Enterprises  (10) 

145.8 

-8 

419  0 

-5 

1.9 

-50 

3.9 

-61 

13 

2.5 

3  6 

36 

0  31 

Butler  Mfg. 

146.8 

19 

365.4 

9 

2  7 

NM 

-0  4 

NM 

18 

NM 

-14  8 

NM 

-1  23 

EG&G 

749.0 

0 

2099.6 

3 

22.1 

2 

61.9 

8 

3.0 

2.9 

19.5 

13 

1  53 

Fluor  (2) 

1697.7 

5 

4868  8 

-4 

36.8 

-22 

98.0 

-5 

2  2 

2.9 

13.1 

26 

1  7i 

Foster  Wheeler 

658.3 

41 

1726.7 

20 

10.8 

17 

35  6 

15 

1.6 

2  0 

8  7 

23 

1  35 

McDermott  International  (9) 

734  6 

-20 

2351.3 

-13 

19.5 

74 

24.1 

NM 

2  7 

1.2 

13.4 

1 1 

2  01 

Morrison  Knudsen 

573  1** 

9 

1585.4 

9 

-7.6 

NM 

5  3 

-82 

NM 

2.1 

2  9 

51 

0  40 

(b)INDUSTRIAL  DISTRIBUTION 

GROUP  COMPOSITE 

5317.9 

18 

15302.3 

16 

184.5 

64 

517.1 

38 

3.5 

2.5 

13.8 

22 

1.38 

Anthem  Electronics 

139.9 

33 

388.4 

26 

7.9 

33 

22  5 

31 

5  6 

5.6 

17.0 

18 

2  35 

Arrow  Electronics 

407.4 

79 

1  168.1 

68 

13.3 

NM 

34.1 

NM 

3  3 

NM 

1 1.2 

17 

1  58 

Bearings  (6) 

204.2 

1 

621.3 

2 

1.5 

45 

-1.6 

NM 

0  7 

0  5 

-0.9 

NM 

-0  17 

Fisher  Scientific  International 

210.9 

6 

608.5 

9 

8.3 

NM 

19.7 

516 

3  9 

NM 

17.7 

16 

1  56 

Genuine  Parts 

960.9 

7 

2760  8 

7 

55  6 

5 

157  3 

6 

5  8 

5.9 

18.5 

16 

1  39 

Getty  Petroleum  (11) 

244  4 

-14 

765  5 

-16 

-3  8 

NM 

-3  4 

NM 

NM 

NM 

-5  8 

NM 

-0  37 

Grainger  (W.W.) 

6272 

16 

1765.8 

13 

37.1 

17 

101.4 

9 

5.9 

5.8 

15.1 

22 

2  55' 

Hail-Mark  Electronics 

178.5 

25 

518.5 

25 

6.5 

NM 

14-4 

NM 

3.7 

0  3 

15.2 

1 1 

1  80 

Kaman 

189.8" 

0 

583  5 

1 

4.5 

1 

13.2 

2 

2  4 

2.4 

8.4 

1 1 

0  94. 

Marshall  Industries  (7) 

151.9 

10 

450  7 

6 

60 

50 

17.2 

42 

4  0 

2.9 

11.9 

16 

2  48' 

Office  Depot 

434  8 

31 

1254  9 

31 

9  8 

56 

25.6 

234 

2  2 

1.9 

9.8 

55 

0  54 

Premier  Industrial  (7) 

166.8 

7 

490  9 

4 

20.6 

17 

61.5 

16 

12.3 

1 1.3 

23  7 

25 

1  42 

Staples  (11) 

192  9 

54 

566  5 

67 

-0.9 

NM 

6  3 

NM 

NM 

NM 

5  9 

73 

0  50 

TBC 

153.9 

1  1 

429.7 

14 

6.3 

24 

16.6 

27 

4.1 

3  7 

21.7 

17 

1  06 

United  Stationers  (4) 

331.3 

47 

847.0 

20 

1.6 

-45 

8.6 

18 

0.5 

1.3 

5.1 

21 

0  '  ' 
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CORPORATE  SCOREbO 


Public  broadcasting  can  get 
education  reform  off  tbe  ground. 


WhetluT  you're  building  coalitions, 
plannint;  model  schools,  or  addressing 
|)ublic  awareness,  jxiblic  broadcasting 
gives  you  the  power  to  turn  your  plans 
into  reality. 

How?  For  starters,  it's  the  world's 
largest  broadcasting  system.  Its  distribution 
channels  cover  96%  of  America's  households, 
reach  more  than  2Q  million  students,  and 
have  the  potential  to  connect  with  nearly 
every  classroom,  home,  and  work  place 
in  America. 

Public  broadcasting  also  offers  tested 
products:  educational  programming  and 
tools  backed  by  more  than  30  years  of  positi\'e 
experience  in  the  classroom.  It's  teaching 
physics  in  Kentucky,  geography  in  South 
Caroltna,  reading  in  California,  and  Japanese 
in  Nebraska.  It's  even  training  teachers  in 
New  York  and  pnn  iding  technical  training  to 
workers  in  Detroit. 

Aiid  it's  doing  so  with  exciting, 
innovative  technology,  such  as  interactixe 
videodiscs  and  x  ideocassettes;  computer 
networks;  two-wav',  satellite-transmitted 
classes;  supplemental  teaching  guides  and 
student  learning  materials;  as  well  as  over- 
the-air  broadcasting  and  cable. 

Public  broadcasting's  combination 
of  experience,  prognmiming.  technology, 
tools  —  and  distribution  channels  —  can 
help  get  education  reform  off  the  ground. 

To  learn  how  public  broadcasting  can 
aid  your  education  reform  efforts,  write  to 
the  Cotpomtion  for  Public  Brondcastiug, 
P.O.  Box 5^9.  Alexandria.  VA  22313. 


CORPORATION 
FOR  PUBLIC 
BROADCASTING 


COMPANY  SALES   PROFITS 


MARGINS 

RETURN  ON 

COMMON 

12 

3RD 

CHANGE 

9 

CHANGE 

'  3RD 

CHANGE 

9 

CHANGE 

3RD 

3RD 

EQUITY 

PRICE- 

MONTH 

QUARTER 

FROM 

MONTHS 

FROM 

QUARTER 

FROM 

MONTHS 

FROM 

QUARTER 

QUARTER 

12  MONTHS 

EARNINGS 

EARNINI 

1992 

1991 

1992 

1991 

1992 

1991 

1992 

1991 

1992 

1991 

ENDING 

RATIO 

PER 



 i!^  

 t  

% 

% 

9-30 

10-23 

SHARE 

Univar  |10) 

464.1 

26 

1342.4 

26 

2.9 

NM 

6.7 

NM 

0.6 

NM 

4.3 

28 

0.38 

VWR 

131.6 

1  1 

367.8 

1  1 

3  5 

15 

7.2 

•  25 

2.7 

2  6 

23.1 

18 

0  82 

Wyle  Laboratories  (11) 

127  6 

20 

371.9 

1  1 

3.8 

151 

9  8 

19 

3.0 

1.4 

9.5 

16 

1  13 

Ic)  POLLUTION  CONTROL 

GROUP  COMPOSITE 

2840.4 

18 

8133.7 

16 

253.1 

6 

856.9 

34 

8.9 

9.9 

15.6 

26 

1.23 

Air  &  Water  Technologies  (2) 

183.7 

17 

5111 

7 

-2  3 

NM 

-2.5 

NM 

NM 

NM 

-0.8 

NM 

-0  07 

Chemical  Waste  Management 

394  0 

16 

1  164.6 

18 

38  7 

17 

121.0 

37 

9  8 

9.8 

13.3 

29 

0  65 

Waste  Management 

2262  7 

18 

6457  9 

17 

216.7 

5 

738.4 

27 

9.6 

10.8 

16.9 

25 

1  54 

(djPRINTING  &  ADVERTISING 

GROUP  COMPOSITE 

2127.4 

9 

6295.8 

10 

124.2 

24 

364.0 

22 

5.8 

5.1 

19.5 

18 

1.63i 

Banta 

1 66.2 

1 5 

470.5 

1  3 

1 0.7 

26 

26.6 

28 

6.4 

5.9 

1 4.2 

1 4 

2  57, 

Donnelley  (R.  R.)  &  Sons 

1038.8 

6 

2983  8 

7 

72.4 

15 

161.6 

18 

7.0 

6.4 

12.9 

20 

1.48' 

Interpublic  Group 

435. 8*' 

9 

1321.8 

15 

12.4 

26 

65.3 

21 

2.9 

2.5 

16.8 

22 

1.43 

Omnicom  Group 

327.8 

19 

984.2 

14 

10.4 

35 

41.7 

13 

3.2 

2.8 

17.1 

17 

2  19 

Valossis  Communications  (6) 

159  0" 

7 

535.5 

7 

18  3 

63 

68  8 

39 

1  1  5 

7.6 

NM 

1  1 

1  84 

(e)OTHER  SERVICES 

GROUP  COMPOSITE 

3460.5 

20 

9886.6 

21 

68.4 

6 

192.6 

25 

2.0 

2.3 

9.0 

30 

0.67 

American  BIdg.  Maintenance  (2) 

193.4 

3 

567.4 

4 

3.3 

7 

8.2 

1  1 

1.7 

1.6 

12.2 

13 

1.43 

CDI 

218.3 

15 

636  8 

1  1 

1 .3 

NM 

2  8 

NM 

0.6 

NM 

0.5 

NM 

0  03 

nunuicfnun  ^o) 

212  3 

27 

/  oo.y 

JO 

4.3 

—  1  Q 
t  0 

AO.D 

1  1  0 

2  1 

3.3 

1 4.9 

1 0 

1.18 

InaCom 

Ol O  A 

/  J  y  .o 

ZD 

/J/ .J 

TO 

2.7 

NM 

6.8 

493 

1.1 

NM 

9.3 

1 2 

1 .06 

Kelly  Services 

452.4 

20 

1245  5 

18 

1  1.4 

0 

26.1 

-12 

2.5 

3  0 

9.8 

31 

1  17 

Manpower 

938.0 

27 

2398  5 

15 

-1.5 

NM 

-29.7 

NM 

NM 

NM 

-22  4 

NM 

-0  68 

MicJ  Atlantic  Medical  Services 

1 49.9 

44 

427.6 

50 

3  6 

39 

8.6 

35 

2.4 

2.5 

34.6 

21 

0  84 

Olsten 

254.3" 

18 

708.6 

14 

5.9 

41 

14.4 

41 

2.3 

19 

15.6 

25 

I  19 

Pinkerton's 

163.8 

12 

485  7 

13 

1.1 

-65 

3.6 

-51 

0.7 

2.1 

7.7 

13 

1  09 

Rollins 

137.7 

1  1 

405.4 

1 1 

10.3 

19 

31.8 

21 

7.5 

6.9 

29.1 

20 

1  56 

Sofety-Kleen 

184.6 

15 

542.7 

15 

6.2 

-53 

32.7 

-13 

3  3 

8.3 

9.2 

36 

0  80 

Service  Corp.  International 

183  9 

21 

571  8 

24 

17.1 

-6 

62  1 

17 

9.3 

1 1,9 

12.7 

16 

1.08 

Volt  Information  Sciences  (2) 

132.2 

9 

372.6 

9 

2.5 

180 

-1.2 

NM 

1.9 

0.7 

-2.5 

NM 

-0.42 

22  TELECOMMUNICATIONS 

INDUSTRY  COMPOSITE 

49047.4 

3 

144390.6 

3 

4258.6 

241 

12522.7 

49 

8.7 

2.6 

13.8 

17 

2.63 

lalEQUIPMENT  &  SERVICES 

GROUP  COMPOSITE 

21652.0 

5 

63290.0 

3 

1244.5 

NM 

3608.1 

603 

5.7 

NM 

18.3 

17 

2.3S 

American  Telephone  &  Telegraph 

16180.0 

4 

47400  0 

2 

963  0 

NM 

2807,0 

NM 

6.0 

NM 

19.8 

17 

2  59 

Communications  Satellite 

146.0 

15 

407  1 

7 

-6.4 

NM 

26.0 

-53 

NM 

14.8 

6.8 

20 

2  15 

DSC  Communications 

142.4 

46 

373.6 

7 

6.9 

NM 

-1.5 

NM 

4.9 

NM 

-5.3 

NM 

-0  23 

MCI  Communications 

2682.0 

1  1 

7801.0 

1  1 

159,0 

14 

449.0 

10 

5.9 

5.8 

17.5 

17 

2  13 

Scientific-Atlanta  (6) 

171.2 

34 

490.5 

33 

6.8 

198 

18.6 

NM 

4.0 

1.8 

6  9 

33 

0  88 

Sprint 

2330.4 

5 

6817  7 

4 

1 15.2 

19 

309.1 

15 

4.9 

4,4 

15.2 

14 

1  85 

(b)TELEPHONE  COMPANIES 

GROUP  COMPOSITE 

27395.4 

2 

81100.6 

2 

3014.1 

5 

8914.6 

13 

11.0 

10.7 

12.5 

17 

2.77 

Alltel 

513.6 

1  1 

1524,5 

12 

57.7 

18 

162.9 

12 

1  1.2 

10,6 

17.1 

18 

2  42 

Ameritech 

2813.2 

4 

8309.9 

3 

330.5 

-13 

1010.5 

5 

1  1.7 

14.0 

14.4 

14 

4  52 

Bell  Atlantic 

3167  0 

0 

9392.8 

1 

392  9 

19 

1054.7 

7 

12.4 

10.5 

17.4 

15 

3  14 

BellSouth 

3736  0 

3 

1 1291  5 

5 

385  6 

9 

1305.0 

17 

10.3 

9.7 

12.4 

15 

3  4-6 

Centel 

299  8 

2 

886  9 

1 

115 

-60 

75.7 

-13 

3.8 

9.8 

8  3 

28 

1  18 

Cincinnati  Bell 

277  9 

-3 

851.2 

4 

12.5 

-34 

38.3 

45 

4.5 

6.6 

8.6 

19 

C  3z 

GTE 

4965.0 

2 

14851  0 

3 

500.0 

9 

1373.0 

31 

10.1 

9.4 

16,4 

16 

Nynex 

3324  7 

2 

9846  7 

-1 

319.7 

10 

987.0 

16 

9.6 

8.9 

7.8 

23 

3  53 

Pacific  Telesis  Group 

2512,0 

1 

7436.0 

0 

277.0 

1 

859.0 

0 

1 1.0 

1 1.0 

12.5 

16 

2  5c 

Rochester  Telephone 

201.6 

8 

593  6 

15 

18.4 

15 

50.3 

-13 

9.2 

8.6 

1 1,6 

16 

2  OC 

Southern  New  England  Telecomms.  405  2** 

-1 

1208.5 

0 

39.3 

6 

1  19.2 

33 

9.7 

9.0 

12.5 

14 

2  47 

Southwestern  Bell 

2617.7 

8 

7293.4 

7 

385  6 

6 

951,7 

13 

14.7 

15.0 

14.1 

16 

4  22 

US  West 

2561.7 

-2 

7614  8 

1 

283.4 

5 

927.3 

1  1 

111 

10  3 

6.5 

23 

1  57 

23  TRANSPORTATION 

INDUSTRY  COMPOSITE 

30975.2 

6 

89504.1 

7 

404.1 

54 

478.4 

156 

1.3 

0.9 

-3.2 

NM 

-0.63 

|a)AIRLINES 

GROUP  COMPOSITE 

13154.8 

10 

37349.6 

12 

-271.7 

NM 

-1124.6 

NM 

NM 

NM 

-20.7 

NM 

-5.733 

Alaska  Air  Group 

321.1 

2 

856.4 

2 

-2  2 

NM 

-35.7 

NM 

NM 

5.3 

-17  6 

NM 

-3  25 

America  West  Airlines 

321.6 

-10 

992.2 

-9 

-70.8 

NM 

-1  14.1 

NM 

NM 

NM 

NM 

NM 

-7,26, 

AMR 

3725.0 

6 

10819.0 

14 

-85.0 

NM 

-231.0 

NM 

NM 

2.0 

-8.6 

NM 

-4  92 

Delta  Air  Lines  |6) 

3064.0 

19 

8704.6 

18 

-106.7 

NM 

-438.5 

NM 

NM 

0.5 

-45.4 

NM 

-13.41 

Southwest  Airlines 

447.3 

26 

1238.0 

29 

26.9 

71 

63.9 

253 

6.0 

4.4 

9.1 

31 

0.80.- 

UAL 

3575.4 

1  I 

9687.8 

1  1 

21.5 

-14 

-165.9 

NM 

0,6 

0.8 

-28.3 

NM 

-17  78'^ 

USAir  Group 

1700.4 

6 

5051,6 

4 

-55  4 

NM 

-203.3 

NM 

NM 

NM 

-27.0 

NM 

-5.4C: 

(b)RAILROADS 

GROUP  COMPOSITE 

8476.6 

3 

24767.2 

3 

485.4 

618 

1235.2 

142 

5.7 

0.8 

1.7 

NM 

0.32 

Burlington  Northern 

1  158.0 

0 

3434  0 

2 

61.0 

-10 

177.0 

NM 

5.3 

5.9 

17.5 

14 

2.67 

Chicago  &  North  Western 

253.4 

3 

735.9 

0 

19.5 

89 

36.1 

136 

7  7 

4.2 

-74.5 

NM 

-3  83' 

Consolidated  Roil 

847.0 

1 

2488  0 

3 

75.0 

-4 

190.0 

12 

8  9 

9.3 

-7  8 

NM 

-2.43 

CSX 

2214.0 

0 

6489  0 

2 

128.0 

19 

-132.0 

NM 

5.8 

4.9 

-17.0 

NM 

-4.75 

Illinois  Central 

131.4 

-6 

4000 

-2 

17.6 

0 

55.6 

19 

13.4 

12.6 

22.9 

13 

1.7,f 
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From  Totally  Elegant 


To  Extra  Crude 


We  don't  make  a  lot  of  the  products  you  buy. 
We  make  a  lot  of  the  products  you  buy  better. 

From  the  most  beautiful  clothing  on  earth,  to  the     BASF  energy  products  help  support  crude  oil 
riches  beneath,  BASF  is  helping  to  make  them       production.  They  prevent  corrosion  and  recover 
happen.  more  energy  by  removing  water  from  oil. 

Our  textile  products  make  fabrics  softer  and  more  For  a  free  booklet  describing  what  BASF  is  into 
desirable.  They  make  colors  more  colorful  while     these  days,  call  1-800-669- BASF  We  help  make  the 
they  improve  wear.  products  you  buy  better  in  some  beautiful  ways. 


©  7992  BASF  Corporation. 


BASF 


COMPANY  SALES   PROFITS 


MARGINS       RETURN  ON 
COMMON 


3RD 

CHANGE 

9 

CHANGE 

■  3RD 

CHANGE 

9 

CHANGE 

3RD 

3RD 

EQUITY 

PRICE- 

MONTH 

QUARTER 

FROM 

MONTHS 

FROM 

QUARTER 

FROM 

MONTHS 

FROM 

QUARTER 

QUARTER 

12  MONTHS 

EARNINGS 

EARNINC 

1 992 

1 991 

ENDING 

RATIO 

PER 

5  Mil 

% 

SMIL 

'%' 

Smu 

SMIL 

% 

9-30 

10-23 

SHARE 

Kansas  City  Southern  Industries 

189,5** 

20 

542.4 

21 

16.2 

32 

46.6 

46 

8.5 

7  8 

13.8 

16 

2  73 

Nortolk  Southern 

1  190.0'"* 

2 

3435.1 

3 

1 46.0 

-3 

429.7 

■    1 2 

1 2.3 

1 2.9 

1.8 

91 

0.66 

642.3 

1 864  8 

7 

-1 62  9 

-103  8 

4  8 

~6  4 

Union  Pocific 

1  851 .0 

5378  0 

3 

1 85.0 

NM 

536  0 

NM 

10.0 

1 6  4 

1  6 

3  53 

(c)  TRANSPORTATION  SERVICES 

GROUP  COMPOSITE 

4607.8 

4 

13600.0 

3 

75.1 

5 

18.0 

-75 

1.6 

1.6 

2.0 

76 

0.40 

Air  Express  International 

171.5 

1 5 

497.5 

14 

5  3 

60 

13.6 

45 

3.1 

2.2 

32  4 

15 

1 .55. 

371  6 

1 09 1  4 

3 

2  1 

-76 

-0  4 

0  6 

2  4 

1  3 

0  181 

F^n^rnl  Fvnr^cc  f 71 

1 864  9 

2 

5645  8 

] 

1 2  2 

-29 

-145  3 

NM 

0  7 

0  9 

-7  5 

MM 

—2  20 

PHH  (8) 

513.3 

3 

1488  9 

-2 

12.6 

13 

40.9 

14 

2.5 

2.2 

1 1.8 



13 

3.01' 

Ryder  System 

1 292.7 

2 

3858.4 

3 

33. 1 

32 

88.1 

98 

2.6 

2.0 

7.5 

1 8 

1  32 

Trinity  Industries  (9) 

393.8 

2 1 

1018.0 

10 

9.7 

62 

21 .0 

29 

2.5 

1 .8 

8.3 

27 

1  23 

(d)TRUCKING  &  SHIPPING 

GROUP  COMPOSITE 

4736.0 

4 

13787.3 

4 

115.2 

-23 

349.8 

19 

2.4 

3.3 

7.1 

18 

1.57 

Alexander  &  Baldwin 

195.4** 

0 

548.5 

0 

21.3 

-18 

59.9 

-7 

10.9 

13.2 

1 1.8 

1  1 

1  90 

American  President 

591.2** 

-2 

1835.5 

3 

23.5 

-30 

67.4 

24 

4,0 

5.5 

17.9 

8 

4.72 

Arkansas  Best 

248.6 

7 

719.4 

9 

7.0 

-36 

15.1 

73 

2  8 

4.7 

8.5 

18 

0.74 

Carolina  Freight 

185.9 

4 

541.9 

4 

0.1 

-94 

-0.2 

NM 

0  0 

0.8 

-0.7 

NM 

-0.12 

Consolidated  Freightways 

1037  8 

2 

3031.2 

-1 

3.0 

NM 

14.0 

NM 

0.3 

NM 

-1.2 

NM 

-0.23 

GATX 

272.8" 

0 

764.0 

5 

-15.4 

NM 

16.9 

-73 

NM 

8.1 

4.3 

20 

1.27 

Greyhound  Lines 

198,3 

-5 

516.7 

-7 

15.0 

-8 

5.6 

853 

7.6 

7.8 

NM 

NA 

NA 

Hunt  (J.  B.)  Transport  Services 

241.2 

24 

666.3 

25 

10.4 

18 

26.5 

29 

4.3 

4.5 

15.4 

22 

1.01 

Preston 

152  7 

4 

434.7 

2 

-1.0 

NM 

-3.2 

NM 

NM 

0.1 

-9.6 

NM 

-1.35 

Roadway  Services 

836,7 

12 

2442.9 

15 

32  8 

4 

95.9 

26 

3.9 

4.2 

15.0 

17 

3  75 

TNT  Freightways 

204.0 

17 

582.8 

17 

70 

23 

17.3 

30 

3.4 

3.3 

9.8 

18 

1.06 

Yellow  Freight  System 

571.3 

-6 

1703.5 

-4 

1  1.6 

38 

34.6 

37 

2  0 

1.4 

7.5 

22 

1.28 

24  UTILITIES  &  POWER 


INDUSTRY  COMPOSITE 

49407.1 

3 

138434.0 

2 

6318.4 

18 

14209.9 

8 

12.8 

11.2 

10.3 

15 

2.04 

(□lELECTRIC,  WATER,  &  COCENERATION 

GROUP  COMPOSITE 

43689.8 

2 

2 

6137.2 

16 

13504.2 

7 

14.0 

12.3 

10.2 

15 

2.04 

Allegheny  Power  System 

552  0 

-2 

1730.4 

1 

49  0 

-6 

168.0 

3 

8  9 

9.2 

1 1.0 

13 

3.63 

American  Electric  Power 

1282.0 

-1 

3752.7 

-1 

123.3 

-17 

356.9 

-16 

9.6 

1 1.6 

10.2 

14 

2  32 

Atlantic  Energy 

236.9 

-8 

622.1 

1 

44.1 

-26 

91.8 

7 

18.6 

22.9 

1  1.7 

13 

1  76 

Baltimore  Gas  &  Electric 

679.3 

-3 

1893.8 

2 

124.6 

7 

221.9 

2 

18.3 

16.6 

8.5 

15 

1.49 

Boston  Edison 

408.3 

1 

1052,3 

4 

73  7 

7 

92.5 

13 

18.1 

17.1 

12,0 

12 

2,1  1 

Carolina  Power  &  Light 

824.3 

5 

2103  8 

2 

145.4 

-5 

308  8 

-3 

17.6 

19.4 

14  3 

1  1 

4,50 

Centerior  Energy 

665  0 

-7 

1838  0 

-7 

138.1 

25 

213.4 

-6 

20.8 

15.4 

8.0 

12 

1  56 

Central  &  South  West 

989.0 

10 

2437.0 

8 

176,0 

-3 

317.0 

-6 

17.8 

20  1 

12.7 

15 

1  90 

Central  Maine  Power 

207.2 

2 

657.6 

4 

15.2 

12 

51.8 

14 

7.3 

6.7 

1  1.8 

1 1 

1  97 

Cincinnati  Gas  &  Electric 

352.1 

0 

1 133.0 

1 

46.1 

-10 

157.2 

-9 

13.1 

14.5 

10.1 

13 

2,89 

Cipsco 

189  2 

-5 

543.0 

-1 

31.7 

-19 

62.9 

-6 

16.8 

19.5 

1 1.2 

15 

1  99 

CMS  Energy 

599.0 

-3 

2230.0 

-1 

12.0 

-63 

82.0 

NM 

2.0 

5.2 

-3.6 

NM 

-0,49. 

Commonwealth  Edison 

1708.9 

-12 

4563.2 

-5 

235.9 

-35 

408,9 

-22 

13.8 

18.6 

-17 

NM 

-0,44 

Commonwealth  Energy  System 

199.7 

5 

652.0 

0 

5.1 

29 

26.4 

18 

2.6 

2,1 

7.2 

19 

2,21 

Consolidated  Edison  Co.  of  N.Y. 

1717,9 

0 

4454.1 

-2 

309.4 

2 

503.5 

6 

18.0 

17.6 

1 1.9 

13 

2  43 

Delmarva  Power  &  Light 

231,4 

-2 

646.1 

-1 

34.1 

6 

83.1 

17 

14.7 

13,6 

116 

14 

1  59 

Detroit  Edison 

91 1,5 

-6 

2672  3 

-2 

155.4 

-5 

437.2 

1 

17.0 

16,8 

18.3 

8 

3  69 

Dominion  Resources 

10771** 

1 

2896  0 

1 

161.0 

-17 

339,8 

-18 

14.9 

18.2 

9.9 

16 

2  44 

DPL 

226  6 

0 

748.1 

0 

34.1 

28 

120,6 

9 

15.0 

1  1.7 

12.1 

15 

1  26 

DOE 

314.4 

-6 

902  5 

-1 

48  2 

6 

1 17,4 

3 

15.3 

13.6 

12  5 

12 

2  62 

Duke  Power 

1 139.5 

3 

3020  2 

4 

190.5 

-8 

383  8 

-21 

16.7 

18.9 

10  6 

17 

2  08 

Florida  Progress 

626,6 

6 

1601.8 

2 

78.8 

4 

152.2 

-5 

12.6 

12.8 

9.9 

16 

1  98 

FPL  Group 

1569-2 

3 

3922.1 

-4 

199.2 

1 

398  9 

9 

12.7 

13.0 

1 1.8 

15 

2  3i 

General  Public  Utilities 

890.2 

-3 

2594.0 

2 

92.5 

-4 

226.3 

-9 

10.4 

10.5 

8.4 

15 

1  76 

Gulf  States  Utilities 

517.9 

4 

1338,5 

4 

69,0 

3 

121,4 

19 

13  3 

13.5 

4,5 

22 

0  75 

Houston  Industries 

1392.2 

2 

3465  1 

3 

240,9 

2 

301.7 

-24 

17.3 

17.2 

9  9 

17 

2  58 

Illinois  Power 

394.9 

-2 

11140 

0 

65.7 

3 

101.1 

10 

16.6 

15.9 

6.2 

17 

1  18 

Ipaico  Enterprises 

166.2 

-7 

476  6 

-4 

28,4 

-16 

70.8 

-16 

17.1 

19.1 

1  1.4 

15 

2  36 

Kansas  City  Power  &  Light 

229.4 

-10 

606  0 

-6 

38.0 

-23 

67.7 

-30 

16.6 

19.5 

8.5 

19 

1  16 

KU  Energy 

152.0 

-3 

436.4 

-2 

22.9 

-8 

62  1 

-8 

15.1 

15.9 

13.1 

14 

2  00 

LG&E  Energy 

210.0 

12 

604.3 

1 1 

31.1 

-14 

65  4 

-18 

14  8 

19.3 

10.4 

15 

2  16 

Long  island  Lighting 

747.7 

-3 

2026  0 

3 

141.4 

-2 

267.4 

-5 

18,9 

18.7 

10.7 

12 

2  04 

Montana  Power 

229.7*- 

10 

7006 

5 

15  6 

12 

62  3 

-7 

6  8 

6.7 

115 

13 

1  91 

Nevada  Power 

204.1 

1 1 

461.3 

1 1 

43.0 

39 

55.2 

59 

21.1 

16.8 

10.2 

15 

1  49 

New  England  Electric  System 

540.9 

4 

1614.9 

3 

51.1 

8 

150  9 

4 

9.4 

9.1 

12  6 

12 

2  85 

New  York  State  Electric  &  Gas 

367  8 

5 

1259.6 

8 

26  6 

-10 

149  8 

3 

7,2 

8  4 

9.5 

14 

2  28 

Niagara  Mohawk  Power 

822  5 

12 

2737.9 

8 

40.4 

-1 

214.6 

3 

4.9 

5  6 

9.5 

12 

1,55 

Northeast  Utilities 

867,7 

25 

2349,2 

16 

72  4 

-7 

233  2 

6 

8  3 

1  1.3 

1 1.6 

12 

2  04 

Northern  States  Power 

523.4 

-1  1 

1587,4 

-5 

55.7 

-38 

131.0 

-23 

10.6 

15.2 

9.3 

18 

2.41 

Ohio  Edison 

601.5 

-3 

1754.9 

-1 

81.0 

15 

217.5 

2 

13.5 

1 1,3 

10.3 

13 

1  64 

Oklahoma  Gas  &  Electric 

443.3 

4 

1010  9 

-2 

76.0 

1 

89.1 

-27 

17.2 

17,6 

10.8 

13 

2  46. 

Orange  &  Rockland  Utilities 

191.0 

12 

615.1 

16 

17.2 

5 

36.3 

-1 

9.0 

9  6 

1 1.9 

13 

3  07 

Pacific  Gas  &  Electric 

2798.8 

1  1 

7738  3 

8 

351.9 

5 

964.3 

24 

12.6 

13,3 

14.1 

12 

2  69 

Pennsylvania  Power  &  Light 

655.9 

-2 

2057.8 

0 

72.9 

-10 

255  7 

-3 

11.1 

12,0 

12.8 

13 

1  97 
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American  Express""  Cardmembers  are  seeing  the  trees  for  the  forest. 

Finally,  a  hotel  that  respects  today's  tinai^cial  enxdronment.  When  you  use  the  American  Express  Card  at  any  Doubletree  Hotel 
you'll  get  every  service  and  amenity  youd  expect  from  a  laxiiry  hc^tel  at  a  price  that  makes  sense. 

That  doesn't  mean  a  TV  in  every  shower,  hut  it  does  mean  a  laxiirious  room,  professional  atmosphere,  and  a  staft  of  people  who 
actually  care  that  you'\'e  come.  Right  down  to  the  homemade  chocolate  chip  cookies  they  bring  to 
your  room  the  night  you  arrive. 

Call  your  travel  professional  or  800-528-0444.  And  be  sure  to  ask  for  an  American 
Express'  Card  Assured  Reser\'ation''\vhen  booking  your  room.  \bur  reser\'ation  will  be  held  until 
check  out  time  the  next  day  And,  on  yexir  next  business  trip,  come  out  of  the  woods.    Don't  leave  home  without  it 


I  ''''  € 

-T8  S500b  < 

i5  c  r  f  soji 

[EXBBESS 


1-800-528-0444 


Wl\en  your  traveb  Uikc  you  to  CaimLi.  call  m  for  reservations  at  any  oj  2t>  Canadian  Rici/ic  Hatch  &  Resorts. 
''Be  sure  to  ask  about  cancellation  requirements  and  other  restrictions  when  yuu  call. 


The  Pyramid  Revealed. 

WeVe  Transamerica.  Our  business  is 
financial  services  —  life  insurance, 
investments,  lending  and  leasing.  Our 
philosophy  is  to  concentrate  on  the 
things  we  do  best  and  to  try  to  do  them 
better  than  anyone  else.  So  when  you 
deal  with  a  Transamerica  company, 
you'll  get  the  right  product  at  the  right 
price  -  whether  it's  a  life  insurance 
policy,  a  home  equity  loan,  a  mutual 
fund  or  anything  else  we  offer.  It's  really 
no  mystery.  Remember  the  Pyramid 
for  the  best  in  financial  services. 

Transamerica 

THE  POWER  Of  THE  PYRAMID  IS  WORKING  FOR  YOU,* 
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PnilGCidpnio  electric 

996  1 

o 

9070  T 

z 

1  /1 0  T 

—  IP 

—  07 

14.3 

16.1 

9. 1 

1 6 

1 .6 1 

Pinnacle  West  Capital 

526.3 

1 1 

1286.5 

10 

93.4 

9 

1 56.3 

•  28 

1 7.7 

1  8.1 

-22.2 

NM 

-3-5  1 

Portland  General 

195.3 

-5 

630.1 

-1 

15.7 

NM 

60.1 

NM 

8.0 

NM 

5.5 

22 

0  84 

Potomac  Electric  Power 

546.3 

-5 

1237  9 

-2 

120  8 

-9 

163.9 

22.1 

23.2 

9.8 

16 

1  60 

Public  Service  Co*  of  Colorado 

7 

1  1  7 

90  fl 

1  0 

1  0 

7  9 

y  .u 

1  A 
)  4.U 

1 1 

2  65 

Public  Service  Co.  of  Nev^  Mexico 

206.3 

4 

632.5 

-1 

8.5 

-5 

29.7 

45 

4,1 

4.5 

3.2 

22 

0  59 

Public  Service  Enterprise  Group 

1249.3 

-1 

3955.0 

3 

145.5 

"18 

433.8 

-9 

1  1 ,6 

14.1 

10.6 

13 

2.17 

Puget  Sound  Power  &  Light 

219.2 

5 

740.1 

5 

18.0 

-18 

95.6 

-7 

8  2 

10.5 

1 1 .8 

13 

2.04 

Rochester  Gas  &  Electric 

1 98.3 

1 

651  2 

4 

1 7.5 

1 

41 .3 

-4 

8.8 

8.8 

8.0 

16 

1.45 

San  Diego  Gas  &  Electric 

487  8 

g 

1  TO's  7 

1  070./ 

7 

'\A  7 

/ 

1  DU.O 

—A 
0 

11.0 

1  0.0 

1  4 

1 .66 

Scana 

305.6 

-1 

858.4 

-1 

41.3 

-20 

95.4 

-19 

13.5 

16.6 

10.9 

15 

2.78 

SCEcorp 

2550.0 

13 

6029  8 

7 

282.0 

9 

617.6 

0 

11.1 

1 1.5 

12.0 

14 

3.17 

Southern 

2386.0 

1 

6205,4 

1 

429.6 

8 

8902 

17 

18.0 

16  9 

14.4 

1  1 

3.19 

Southv/estern  Public  Service  (4) 

216  6 

7 

565.2 

4 

35  6 

-2 

77.9 

-8 

16.5 

17.9 

14.3 

13 

2.34 

Teco  Energy 

341.2 

5 

887.4 

2 

54.3 

8 

1  17.2 

1 

15.9 

15.5 

16.1 

16 

2.56 

Texas  Utilities 

1478.5 

2 

3731  7 

0 

325.0 

NM 

627.6 

NM 

22.0 

NM 

9.4 

14 

2.90 

Union  Electric 

656.3 

-5 

1588.7 

-5 

166  8 

0 

265.9 

-13 

25.4 

24.3 

12.8 

14 

2.61 

Wheelabrator  Technologies 

382.0 

34 

1062.7 

27 

33  4 

14 

139.2 

43 

8.7 

10.3 

16.7 

19 

1.81 

Wisconsin  Energy 

358.3 

-2 

1  137.9 

0 

39  1 

-24 

126.5 

-13 

10.9 

14.1 

1 1.5 

15 

1.68 

WPL  Holdings 

151.4 

-1 

469.6 

-2 

13.1 

-31 

40.5 

-19 

8.7 

12.4 

1 1.9 

17 

2.06 

Zurn  IndustriGS  (9) 

1  77.5 

37 

472.7 

1 0 

6.2 

-4 

4.5 

-79 

3.5 

5.0 

4.5 

38 

0.86 

(b)CAS,  OIL  &  TRANSMISSION 

CROUP  COMPOSITE 

5717.3 

13 

17938.9 

3 

181.1 

177 

705.7 

27 

3.2 

1.3 

11.0 

17 

2.10 

Eastern  Enterprises 

203.3 

1  1 

810.1 

10 

-3.6 

NM 

35  0 

35 

NM 

NM 

7.3 

15 

1.70 

El  Paso  Natural  Gas 

217.2 

31 

580.0 

5 

14.0 

-34 

59.7 

-13 

6  5 

12.7 

1 1.8 

18 

1.67 

Enron 

3502.5 

7 

10102.2 

2 

62.4 

103 

229.5 

30 

1.8 

0.9 

12.8 

19 

2  55 

MCN 

184.9 

21 

988.3 

12 

-14.9 

NM 

44.1 

43 

NM 

NM 

12.3 

14 

1.83 

Nicor 

187.4 

9 

1025.3 

-2 

1  1.5 

37 

68.9 

-3 

6.1 

4.9 

15. > 

13 

3.73 

Panhandle  Eastern 

567.4 

32 

1733.2 

-1 

71.9 

352 

144.1 

163 

12.7 

3.7 

|2.8 

12 

1.61 

Sonat 

299.7 

14 

1015.2 

-1 

21.3 

150 

60.0 

-7 

7.1 

3.2 

6.4 

26 

1.71 

Williams 

554.9 

33 

1684.5 

14 

18.6 

226 

64  3 

3 

3  4 

1 .4 

8.2 

16 

2.28 

)ARD 
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A&PIOc 

Abbott  La  boro tones  12d 
Advanced  Micto  Dev  9cl 
Aetno  Life  &  Casualty  17b 
Ahmanson  {H.  F  )  17c 
Air  &  Water  Techs  21c 
Air  Express  IntI  23c 
Air  Products  &  Chemicals  4 
Airborne  Freight  23c 
Alaska  Air  Group  23a 
Aibony  International  ISd 
Alberto-Culver  6d 
Albertson's  10c 
Alcoa  16a 

AJexander  &  Alexonder  17o 
Alexander  &  Baldwin  23d 
Alleghany  17a 
Allegheny  Ludlum  16b 
Allegheny  Power  24a 
Allergan  12b 
Allianf  Techsystems  15a 
Allied^ignol  5 
Alltel  22b 

AM  International  18b 
Amax  16a 
Amdahl  18b 
Amerada  Hess  lib 
America  West  23a 
American  Brands  6e 
American  Building  21e 
American  Cyanamid  4 
American  Electric  24a 
American  Express  17o 
American  Greetings  14d 
American  Home  12b 
American  Maize  lOb 
American  Medical  12c 
American  President  23d 


American  Stores  10c 

Bonk  of  Boston  3a 

Briggs&StrattonlSc 

Chose  Manhattan  3a 

Cons.  Freightways  23d 

Delta  Air  lines  23a 

Echlin2b 

Ameritech  22b 

Bank  of  New  Yori<  3a 

Brinker  International  14a 

Chemical  Banking  3a 

Consolidated  Papers  19b 

Delta  WoodsidelSd 

Eckerd  (Jack)  12a 

Ametek  9c 

BankAmerico  3d 

Bristol-Myers  Squibb  12b 

Chemicol  Waste  21c 

Consolidated  Ra.l  23b 

Deluxe  18a 

Ecolab6d 

Amgen  12b 

Bankers  Trust  N  Y  3a 

Brown  Group  6a 

Chesapeake  19b 

Consolidated  Stores  8 

Detroit  Edison  24a 

Edison  Brothers  8 

Amoco  lib 

Banta  21d 

BrowrvForman  6c 

Chevron  lib 

Constar  International  7o 

Dexter  4 

Edwards  (A.G.)  17a 

AMP9d 

Bard(C.R)12d 

Bruno's  lOc 

Chcogo  &  Norti  Western  23b 

Continental  Bonk  3b 

Dials 

EG&G  21a 

AMR  23a 

Bomes  Group  15a 

Brunswick  14d 

Chrysler  2a 

Continentol  Medical  12c 

Diamond  Shamrock  lib 

El  Paso  Natural  Gas  3 

Analog  Devices  Od 

Bamett  Banks  3c 

Burlington  Northern  23b 

Church  &Dwight6d 

Cooper  industries  9a 

Diebold  18a 

ElecfroCom  AutomoHon 

Anheuser-Busch  6c 

Baroid  11c 

BuHington  Resources  lib 

Cincinnati  Bell  22b 

Cooper  Tire  &  Rubber  2c 

Digital  Equipment  18b 

Electronic  Data  18c 

Anthem  Electronics  21b 

Bausch  &  Lomb  12d 

Butler  Mfg  21a 

Cincinnati  G&E  24a 

CoreStates  Finonool  3a 

Dillard  Dept  Stores  8 

Engelhard  4 

Apogee  Enterprises  21a 

Baxter  International  12d 

c 

Cipsco  24a 

Corning  15a 

Dime  Savings  Bonk  17c 

Enron  24b 

Apple  Computer  18b 
Applied  Materials  ISc 

Bear  Steams  17a 

Circuit  City  Stores  6b 

Cosico  Wholesale  8 

Dole  Food  lOb 

Equifax  17a 
Ethyl  4 

Bearings  21b 

Cabot  4 

Circus  Circus  14c 

Countrywide  Credit  17a 

Dollar  General  8 

Arco  Chemical  4 

Beckman  Instruments  9c 

Coesors  Worid  14c 

Citicorp  3a 

CPC  International  10b 

Dominion  Resources  24a 

Exxon  lib 

Arkansas  Best  23d 

Bell  &  Howell  18a 

Caldor  8 

Clark  Equipment  15b 

Crane  15a 

Donaldson  2b 

F 

Armco  16b 

Bell  Atlantic  22b 

Campbell  Soup  10b 
Capital  Cities/ABC  20a 

Clorox  6d 

Crawford  17a 

Donnelley  (R  R.)21d 
Doskocil  lOb 

Armstrong  World  6b 

BellSouth  22b 

CMS  Energy  24a 

Cray  Research  18b 

Family  Dollar  Stores  fl 

Arrow  Electronics  21b 

Belo  (A  H  )  20b 

Capital  Holding  17b 

Coast  Savings  17c 

Crestar  Rnanciol  3c 

Dover  15c 

Fay's  12a 

Arvin  Industries  2b 

Bemis  7b 

Copstead  Mortgage  13b 

Coastal  lib 

Crompton  &  Knowles  4 

Dow  Chemical  4 

Federal  Express  23c 

Asarco  16c 

Benefioal  17a 

Cordinal  Distribution  12o 

CocoCola  6c 

Crown  Cork  &  Seat  7a 

Dow  Jones  20b 

Federal  Home  Loan  1! 

Ashland  Cool  11a 

Bergen  Brunswig  12a 

CoHisle  15a 

Coca-Colo  Bottling  6c 

CSX  23b 

DPL24a 

Federal  Natl,  Mtg.  17 

Ashland  Oil  lib 

Best  Buy  6b 

Carnival  Cruise  Lines  14d 

Coco-Cola  Enterpnses  6c 

cue  Internotional  18a 

DOE  24a 

Federal  Paper  Board  t 

AST  Research  18b 

Bethlehem  Steel  16b 

Carolina  Freight  23d 

Colgate-Palmolive  6d 

Culbro  6e 

Dresser  Industnes  11c 

Federal  Signal  15a 

AT&T  22a 

Bet7  Laboratories  4 

Carolina  Power  24a 

Coltec  Industries  5 

Cummins  Engine  2b 

Drug  Emporium  12a 

Federal-Mogul  2b 

Atlantic  Energy  24a 

Beverly  Enterpnses  12c 

Carpenter  Tech  16b 

Comerica  3b 

Curtice-Bums  Food  lOb 

DSC  Communications  22a 

Federated  Dept.  Store 

Atlantic  Richfield  lib 

Bindley  Western  Inds  12a 

Carter-Wallace  12b 

Commerce  Clearing  20b 

Cyprus  Minerols  16c 

Du  Pont  4 

Ferro  4 

Automatic  Data  18c 

Block  &  Decker  15b 

Casey's  Generol  lOc 

Commercial  Metals  16b 

D 

Duke  Power  24a 

Pieldcresf  Cannon  15i 

AutoZone  8 

Block  Drug  6d 
Block  (H&R)17o 

Caterpillar  15c 
CBI  Industries  11c 

Commonwealth  Ed  24a 

Dun  &  Bradstreel  20b 

Fifth  Third  Bancorp  3fc 

Avery  Dennison  15a 

Commonweolth  Energy  24a 

Dairy  Mart  lOc 

Durocell  Intemotional  15a 

Rggie  Internationa!  5 

Avon  Products  6d 

Blockbuster  Ent  14b 

CCP  Insurance  17b 

Compoq  Computer  18b 

Dono  2b 

DWGISd 

Fingerhut  8 

A2tar14c 

Blount  15a 

CDI21e 

CompuCom  Systems  18o 

Donoher  15b 

Dynatech  18b 

First  Bonk  System  3b 

B 

Bootmen's  Bancshores  3b 

Centel  22b 

Computer  Assoootes  18c 

Dart  Group  5 

E 

First  Chicago  3b 

Bob  Evons  Farms  14a 

Centenor  Energy  24a 
Centex  13b 

Computer  Sciences  18c 
Comsat  22a 

Data  General  18b 

First  Fidelity  3a 

Baker  (J  )  8 

Boeing  1 

Dayton  Hudson  8 

E-Systems  9b 

First  Financial  Mgmt.  1 

Ball  7a 

Boise  Cascade  19a 

Central  &  South  West  24a 

ConAgra  10b 

Dean  Foods  10b 

Eagle  Food  Centers  lOc 

First  Interstate  Boncoq 

Boltimore  G&E  24a 

Borden  lOb 

Central  Moine  Power  24o 

ConeM.llslSd 

Deere  15c 

Eogle-Picher  Industries  2b 

First  of  America  Bonk  ■ 

Banc  One  3b 

Borland  IntI  18c 

Ceridian  18b 

Conner  Peripherals  18b 

DelchompslOc 

Eastern  Enterprises  24b 

Rrst  Union  3c 

Bancorp  Hawaii  3d 

Boston  Edison  24a 

Champion  IntI  19b 

Conseco  17b 

Dell  Computer  18b 

Eastman  Kodak  14d 

Firstar  3b 

Bandog  2c 

Bowoter  19b 

Charming  Shoppes  8 

Consolidated  Edison  24a 

DeloKirva  Power  &  Light  24a 

Eoton  2b 

Continued  on  p 
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Our  most  important  arrival  gate  is  yours. 


For  every  traveler,  there  is  one  all-important 
final  destination.  Home.  So  you'll  feel  better 
knowing  that  our  flight  crews  are  among  the 
world's  most  experienced.  And  that  our  planes, 
at  an  average  age  of  five  years,  are  some  of  the 
youngest  in  the  air  You  can  be  sure,  wherever 
your  business  takes  you,  getting  you  there  and 
back  safely  to  those  welcoming  arms  is  our 
greatest  passion  of  all. 


A  passion  for  perfection® 


6^  Lufthansa 


For  more  inlormalion  and  reservations  call  1 -800-645-3880  or 
see  your  Travel  Agent  Lulthansa  is  a  participant  in  the  mileage 
programs  ol  United.  Delta  and  USAir 
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Continued  from  p.  1 38 

Hasbro  14d 

Kimbalt  International  6b 

Fisher  Scientific  Int'l.  21b 

HCA12C 

Kimberiy-Clork  19b 

Rsher-Price  14d 

Heohh  Care  &  Retrement  12e 

Kmart  8 

Fleet  Financial  Group  3a 

Healthtrust  12c 

Knight'Ridder20b 

Fleetwood  Ents  14€l 

Hechinger  8 

Kohl's  8 

Fleming  lOa 

Heilig-Meyers  6b 

Kroger  lOc 

Florida  Progress  24a 

HeinzfH  J.)10b 

KU  Energy  24a 

Flowers  Industries  lOb 

Helene  Curtis  Industries  6d 

■ 

li 

Fluor  21a 

Hercules  4 

FMCISc 

Hershey  Foods  10b 

L  A.  Gear  6a 

Food  Lion  lOe 

Hewlett-Packard  18b 

LchZ  Boy  Chair  6b 

Foodcramo  lOc 

Hillenbrand  Inds,  15a 

Lofarge  13a 

Ford  Motor  2a 

Hilthoven  12c 

Londs'  End  8 

Fort  Howard  19b 

Hilts  Department  Stores  8 

Leggett&  Piatt  6b 

Foster  Wheeler  21a 

Hilton  Hotels  14c 

Lennar  13b 

Foundation  HeaWi  12c 

Holly  lib 

Leslie  Fay  6a 

FoxMeyer  12a 

Home  Depot  8 

LG&E  Energy  24a 

FPL  Group  24a 

Lifetime  12c 

Freeport-McMoRon  4 

HON  Industnes  18a 

Ully(Eti)  12b 

FreeportMcMoRcn  C&G  16e 

Hor>eywelt  9c 

Umited  8 

Fruit  of  the  Loom  6a 

Honne!  (Geo  A.)JOh 

Litton  Industiies  9b 

Fuller  (H.B  14 

Houghton  Mifflin  20b 

Liz  Oaibome  6a 

Fuqua  Industries  5 

House  of  Fabrics  8 

Lockheed  1 

V 

Houston  Industries  24a 

Loctite4 

Hubbelt9a 

Long  island  Lighting  24a 
Longs  Drug  Stores  12a 

Gannett  20b 

Huffy  14d 

Gap  8 

Hughes  Supply  13a 

Longview  Fibre  7b 

GATX  23d 

Hunt  {J  B  }23d 

Loral  9b 

Gaylord  Fnt  20a 

1 
1 

Lotus  Development  18c 

GenCorp  1 
Genentech  12b 

Louisiana  Land  lib 

IBM  18b 

Louisiana-Pacific  19a 

General  Cinema  5 

IBPlOb 

Lowe's  8 

General  Dynamics  1 

Illinois  Centrol  23b 

LSI  Logic  9d 

General  Electric  5 

Illinois  Power  24a 

LTV  5 

General  Instrument  9b 

tirmoisTool  Works  15a 

Lubnzol  4 

General  Mills  lOb 

IMC  Fertilizer  4 

Lukens  16b 

General  Motors  2a 

Imcera  Group  12d 

Lyondell  4 

General  Public  Uts  24a 

InaCom  21e 

M 

General  Signal  15c 
Gene  SCO  8 

Indresco  15c 

Ingersoll-Rond  15c 

Magma  Copper  16c 

Genuine  Parts  21b 

Inland  Steel  16b 

MogneTek  9a 

Georgia  Gulf  4 

Integra  RnaruSal  3a 

Manor  Care  12c 

Georgia^Pacific  19a 

Intel  9d 

Manpower  21e 

Gerber  Products  lOb 

Intelligent  Electronics  18a 

Manvitle  19b 

Getty  Petroleum  21b 

Interco  6b 

Mapco  lib 

Giont  Food  10c 

interface  15d 

Marion  Merrell  Dow  12b 

Giddir>gs  &  Lewis  15b 

Mark  IV  Industries  15o 

Gillette  6d 

InteHake  15c 

Marriott  14c 

Glatfelter(P  H  )  19b 

International  Flavors  4 

Marsh  &  McLennan  17o 

Glenfed  17e 

IntI  Multifoods  lOb 

Marshall  Industries  21b 

GM  Hughes  Electronics  9b 

International  Paper  19b 

Martin  Marietta  1 

Golden  West  17c 

IntI  Specialty  Prods  4 

Masco  6b 

Goodrich  (B  F.)4 

Interpublic  Group  21d 

Mattel  14d 

Goodyear  Tire  &  Rubber  2c 

Interstate  Bakeries  10b 

Maxtor  18b 

Goulds  Pumps  15c 

InterTon  6b 

Moxus  Energy  lib 

Government  Tech  Svcs  18c 

Ipaico  Enterpnses  24a 

Maxxom  16a 

Grace  (W  R  )  4 

rns 

May  Department  Stores  8 

Grainger  (W  W  )  21b 

J 

Maytag  6b 

Great  A&P  Tea  lOc 

McCormick  10b 

Great  Lakes  Chemical  4 

James  River  19b 

McDermottlntl.  21o 

Great  Western  17c 

Jamesway  8 

McDonald's  14a 

Greif  Bros.  7b 

Johnson  &  Johnson  12d 

McDonnell  Douglos  1 

Greyhound  Lines  23d 

Johnson  Conh^ols  9c 

McGraw  Hill  20b 

Grossman's  8 

Jones  Apparel  Group  6a 

MCI  Communications  22a 

Grumman  1 

Jostens  15a 

McKesson  12a 

GTE  22b 

Joy  Technologies  15c 

MCN24b 

Guilford  Mills  15d 

K 

Mead  19b 

Gulf  States  Utilities  24a 

Media  General  20b 

H 

Kaiser  Aluminum  16a 

Medti-onic  12d 

Kaman  21b 

Mellon  Bank  3a 

Halt-Mark  Electronics  21b 

Kansas  CrtyP&L  24a 

Melville  8 

Halliburton  11c 

Kansas  Gty  Southern  23b 

Mercantile  Boncorp  3b 

Handiemon  21e 

Kaufman  &  Broad  13b 

Mercantile  Stores  8 

Hanno(M,A.)4 

Kellogg  lOb 

Merck  12b 

Harley-Oavidson  14d 

Kellwood  6a 

Meredith  20b 

Hamischfeger  Inds  15c 

Kelly  Services  21e 

Meridian  Bancorp  3a 

Harris  9b 

Kennametal  15b 

Merisel  18a 

Harsco  15a 

Kerr-McGee  lib 

Memit  Lynch  17o 

Hartford  Steam  17b 

KeyCorp  3o 

Merry-Go-Round  8 

Hartmarx  6a 

Keystone  Intemational  15a 

Metropolitan  Financial  17c 

Meyer  (Fred)  8 

Michigan  National  3b 

Micron  Technology  9d 

Microsoft  18c 

Mid  Atlantic  Medical  21c 

Midlantic  3a 

Miller  (Herman)  18a 

Millipore  9c 

Mine  Safety  Appfionces  12d 
Minnesota  Mining  15a 
Mitchell  Energy  lib 
MNC  Financial  3a 
Mobil  lib 
Modine  Mfg.  2b 
Molex  9d 
Monsanto  4 
Montana  Power  24a 
Morgan  (J  P.}  3a 
Morgan  Stanley  17a 
Morrison  Knudsen  21a 
Morrison  Restaurants  14a 
Morton  International  4 
Motorola  9b 
Mueller  Industiies  16c 
Multimedia  20a 
Murphy  Oil  lib 
Musidand  Stores  14d 

N 


Nocco  Industiies  11a 
Naico  Chemical  4 
Noshuo  7b 
Notional  City  3b 
National  Health  Labs  12c 
National  Intergroup  5 
Notional  Medical  12c 
Notional  Semicond  9d 
Notional  Service  Inds.  9a 
NationsBank  3c 
Navistar  Intemational  2a 
NBD  Bancorp  3b 
NCH6d 

Neiman  Marcus  Group  8 
Nevada  Power  24a 
New  England  Elective  24a 
New  Yod(  State  E&G  24a 
New  Yod(  Times  20b 
Newell  15a 
Newmont  Gold  16c 
Newmont  Mining  16c 
Niagara  Mofiowk  24a 
Nicor  24b 
Nike  6a 
NLIndushnes4 
Nordstrom  8 
Norfolk  Southern  23b 
Northeost  LJtitihes  24a 
Northern  States  24a 
Northern  Trust  3b 
Northrop  1 
Norwesl  3b 
Novell  18c 
Nucor  16b 
Nynex  22b 

O 


Occidental  Pet  lib 
Office  Depot  21b 
Ogden  5 
Ohio  Edison  24a 
Oklahoma  G&E  24a 
Olin4 
Olsten  21e 
Omnicom  Group  21d 
Oracle  Systems  18c 
Onange  &  Rockland  Uts.  24a 
Oryx  Energy  lib 
Owens  &  Minor  12d 
Owens^oming  13a 


Owens-Illinois  7a 
Oxford  Industries  6a 


Paccor  2a 
Pacific  G&E  24a 
Pacific  Telests  Group  22b 
PaineWebber  Group  17a 
Pall  5 

Pamida  Holdings  8 
Panhondle  Eastern  24b 
Paramount  Communs  14b 
Parker  Hannifin  15a 
Penn  Central  5 
Penn  Traffic  10c 
Penney  (J  C}8 
Pennsytvanio  Power  24a 
Pentair  15c 
Pep  Boys  8 
PepsiCo  6c 
Pef^(ir>f  Imer  9c 
Perry  Drug  Stores  12a 
Pet  lOb 
Peh-ie  Stores  8 
Pfizer  12b 
Phelps  Dodge  16c 
PHH23C 

Philadelphia  Elechic  24a 
Philip  Morris  6e 
Phillips  Petroleum  lib 
Phillips^VanHeusen6a 
PHM13b 
Pier  I  Imports  6b 
Pinkerton's  21e 
Pinnacle  West  24a 
Pioneer  Hi-Bred  10b 
Pitney  Bowes  18a 
Pittston  11a 

Ply  Gem  Industries  13a 
PNC  Rnanaol  3a 
Polaroid  14d 
Pope  &  Talbot  19a 
Portland  General  24a 
Potlatch  19b 
Potomac  Electric  24a 
PPG  Industnes  13a 
Praxair  4 

Premark  Internationol  5 
Premier  Industnol  21b 
Preston  23d 
Price  8 

Primerica  17a 
Procter  &  Gamble  6d 
Progressive  17b 
Promus  14c 
Provident  life  17b 
PS  Co  of  Colorado  24a 
PS  Co,  of  New  MexKo  24a 
Public  Service  Ent  24a 
Puget  Sound  Power  24a 

Q 


Quaker  Oats  lOb 
Ouanex  16b 
Quantum  Chemical  4 
Quontijm  18b 
QVC  Netwod(  8 


Raychem  9a 
Raytheon  9b 
Reader's  Digest  20b 
Reebok  International  6a 
Reliance  Electiic9a 
Republic  New  Yodt  3a 
RevcoD  S  12a 
Rexnord  15c 
Reynolds  Metals  16a 


Rhone-Poulenc  Rorer  12b 
Richfood  Holdings  lOa 
Rite  Aid  12a 
RJR  Nabisco  6e 
Roadway  Services  23d 
Rochester  G&E  24a 
Rochester  Telephone  22b 
Rohm  &  Haas  4 
Rohrl 
Rollins  21e 
Rose's  Stores  8 
Ross  Stores  8 
RPM13a 
Rubbermaid  15a 
Ruddick  lOc 
Russ  Berrie  14d 
Russell  6a 
Ryder  System  23e 
Rykoff-Sexton  lOa 
Ryland  Group  13b 

S 


Safeco  17b 

Safeguard  Sdentifics  18c 
Safety-Kleen  21e 
Safeway  lOc 
Solo  nt  6a 
Salomon  17a 
San  Diego  G&E  24a 
Santa  Fe  Energy  Res,  lib 
Santo  Fe  Pacific  23b 
Sara  Lee  lOb 
Scana  24a 
SCEcorp  24a 
Schering-Plough  1^1 
Schlumberger  11c 
Schulmon  (A  )  4 
Schwab  (Charles)  17o 
SCI  Systems  9b 
Scientific  Atlanta  22a 
ScoH  Paper  19b 
Scripps(E,W)20b 
Seaboard  lOfa 
Seagate  Technology  18b 
Sears,  Roebuck  8 
Seaway  Food  Town  lOc 
Service  Corp,  IntI  21e 
Service  Merchondise  8 
ShawlndushneslSd 
Showmut  National  3a 
Sherwin- Williams  13a 
Shoney's  14a 
ShopKo  Stores  8 
Signet  Banking  3c 
Silicon  Graphics  18b 
Smart  &  Final  lOa 
Smith  (AO)  2b 
Smithfield  Foods  10b 
Smith's  Food  &  Drug  lOc 
Snop-on  Tools  15b 
Society  3b 
Sonat  24b 
Sonoco  Products  7b 
Southern  24a 
Sootf>em  New  Erig  Tel  22fa 
SoufhTrust  3c 
Southwest  Airlines  23a 
Southwestern  Bell  22b 
Southwestern  PS  24a 
Spiegel  8 

Springs  Industines  15d 
Spnnt  22a 
SPX  15b 

Stondard  Federal  17c 
Stondard  Motor  Prods  2b 
Standard  Products  2b 
Standord  Register  18a 
StandexIntI  13a 
Stanhome  6d 


Sh^nley  Works  15b 
Staples  21b 
State  Street  Boston  3a 
Stewart  &  Stevenson  15c 
Stone  Contoiner  7b 
Stop  &  Shop  lOc 
Storage  Technology  18b 
Strawbridge  &  Clothier  8 
Stinde  Rite  6a 
Student  Loan  Mktg,  17o 
Sun  lib 

Sun  Microsystems  18b 
Sunbeam-Oster  6b 
Sundstrond  1 
SunTrust  Bonks  3c 
Super  Food  Services  lOa 
Super  Rite  10a 
Supermarkets  Gen  lOc 
Supervalu  lOa 
Syntex  12b 
Sysco  10a 

T 


Tambrands  6d 
Tandem  Computers  18b 
Tandy  18b 
TBC  21b 

Tech  Data  18a 
Teco  Energy  24a 
Tecum  seh  Products  13a 
Tekh^onix  9c 
Teledyne  5 
Teleflex  1 
Temple-Inland  7b 
Tenneco  5 
Teradyne  9c 
Terra  Inds,  4 
Texaco  lib 
Texas  Industries  13a 
Texas  Instruments  9d 
Texas  Utilities  24a 
Textron  5 
Thiokol  1 

Thomas  &  Betts  9a 
Thorn  Apple  Valley  lOb 
3Com  18b 
3M15a 
Tidewater  11c 
Time  Warner  20b 
Times  Mirror  20b 
Tlmken  ISc 
TJX  8 

TNT  Freightways  23d 
Torchmark  17b 
Toro  6b 
Tosco  lib 
Toys'R'  Us  8 
Transamerica  17o 
Tredegar  Inds  15a 
Tribune  20b 
Trinity  Industries  23c 
Trinova  15a 
TRW  5 
TultexOa 
TW  Holdings  14a 
Tyco  Laboratones  15c 
Tyco  Toys  14d 

u 


u  s  Bancorp  3d 

U  5  Healthcare  12c 

U  S  Home  13b 

U  S  Shoe* 

U  S  Surgical  12<i 

UAL  23a 

UJB  Financial  3a 

Ullromar  lib 

Unifi  15«1 

Union  Bank  3d 


Union  Camp  19b 
Union  Cart>ide  4 
Union  Electric  24a 
Union  Podfic  23b 
Union  Texas  lib 
Unisys  18b 
United  Stationers  21b 
United  Technologies  1 
Unitrin  17b 
Univor  21b 
U[)iversal  6e 
Universal  Health  12c 
Unocal  lib 
UNUMITb 
Upjohn  12b 
US  West  22b 
USAir  Group  23a 
USG  13a 
UST6e 

USX,M.-irathon  lib 
USX,U.S.  Steel  16b 


Volassis  Communs,  21 
Volero  Energy  lib 
Valhi  5 
Valspar  13a 
Value  City  8 
Varian  Associates  9h 
Vority  ISc 
Venture  Stores  8 
VF6a 

Viacom  20a 
Village  Super  Market  1 
Volt  Info  Sciences  21e 
Vulcan  Materials  13a 
VWR  21b 

w 


WabanB 
Wachovia  3c 
WatMart  Stores  8 
Walgreen  12a 
Wollace  Computer  18< 
Wornoco  Group  6o 
Warner-Lambert  12b 
Washington  Post  20b 
Waste  Management  3 
Weirton  Steel  16b 
Weis  Markets  lOc 
Wellmon4 
Wells  Forgo  3d 
Wendy's  International ' 
A'estem  Digital  18c 
Westinghouse  Electric  * 
Westmoreland  Cool  11 
Westvaco  10b 
Weyerhaeuser  lOa 
Vi^ieelobrator  Techs.  3 
V/heeling-Pittsburgh  1< 
WSirLpool  6fa 
Whitman  5 
Willamette  Industries  1' 
Williams  24b 
Winn-Dixie  Stores  10c 
Wisconsin  Energy  24c 
Wilco  4 
WLR  Foods  lOb 
Woolworth  8 
Worthington  Inds,  161) 
WPL  Holdings  24a 
WngleylWm.jJr  lOb 
Wyle  Laboratories  211 

XYZ 


Xerox  18b 

Yeliov*  Freight  23d 
York  Internotionol  13a 
Zenith  Electronics  6b 
Zum  Industries  24a 
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Footnotes  on  page  111 


CORPORATE  SCOREBO 


Raytheon  has  been  a  leader  in 
lir  traffic  control  for  as  long  as 
here's  been  air  traffic  to  control. 


1  the  1950's  when  U.S.  commercial  aviation  called  for  more 
ffective  air  traffic  control,  Raytheon  supplied  the  radars 
nd  the  displays. 

oday,  Raytheon  continues  to  meet  the  challenge  of  help- 
ig  to  make  crowded  skies,  safer  skies  all  over  the  world. 
\le  have  recently  modernized  the  air  traffic  control  systems 
'f  Canada,  Germany  and  TrinidadATobago.  And  now 
/e're  providing  the  government  of  Norv/ay  with  new  radars 
nd  their  first  totally  integrated  radar  and  flight  data 
irocessing  systems. 

1  the  U.S.  we  are  a  key  contributor  to  the  Federal  Aviation 
vdministration's  new  Advanced  Automation  System,  de- 
eloping  and  producing  automated,  large-screen  consoles 


that  will  give  air  traffic  controllers  instant  access  to  a  broad 
range  of  critical  data. 

The  world's  skies  won't  get  any  emptier.  So  we're  constantly 
planning  ahead,  challenging  ourselves  to  create  new  systems 
advanced  enough  for  the  crowded  skies  of  tomorrow. 

Send  us  more  challenges. 

The  same  "can-do"  spirit  that  makes  Raytheon  a  leader 
in  air  traffic  control  is  also  the  driving  force  behind  our  proven 
performance  in  defense,  energy  and  environmental  services, 
electronics,  aviation  and  appliances. 

We  thrive  on  challenges.  Send  us  more. 


Raytheon  

WE  THRIVE  ON  CHALLENGES 


arketin 


WINE  I 


CAN  THE  KING  OF  BEAUJOLAIS 
BRING  BACK  THE  BUZZ? 


Poor  sales  almost  everywhere  don't  faze  Georges  Duboeuf 


DUBOEUF:  USING  RUMBLE  SEATS  AND  ROLLER  SKATES  TO  HYPE  THIS  YEAR'S  HARVEST 


The  sour  smell  of  new  wine  hallos 
over  Romaneche-Thorins,  a  drah 
village  in  central  France,  where 
CleorRes  Duiweuf  is  holed  up  in  a  labor- 
atory working  marathon  days.  Known 
in  France  as  "the  king  of  Beaujolais," 
Dul>oeuf  is  tasting  thousands  of  wines 
from  small  growers— some  80(3  per  day. 
He  blends  those  he  likes,  l)ottling  them 
undei-  his  own  name.  "I'm  like  a  cook  do- 
ing his  shopping,"  he  says.  On  Nov.  19, 
Duboeuf  will  hop  on  the  Concorde  for 
New  York.  Then,  the  annual  hoopla  will 
l)egin  over  Beaujolais  nouveau,  the  light, 
tangy  red  wine  that's  the  first  blush  of 
the  grape  harvest. 

Riding  in  a  1934  Packard  convertible 
with  a  case  of  nouveau  in  the  ruml>le 
seat,  Duboeuf  will  hand  the  wine  to 
waiters  on  the  steps  of  Manhattan's 
Grand  Hyatt  Hotel— while,  with  any 
luck,  TV  cameras  whir.  Then,  he'll  head 
foi-  the  World  Ti-ade  Center  to  dis})atch 
15  cases  up  the  window-washing  lift  to 
the  l()7th-floor  restaurant.  Duboeuf  will 
.sponsor  similar  stunts  in  the  U.  S.,  such 
as  a  race  in  Raleigh,  N.  C,  for  Beaujo- 
lai.s-toting  waiters  on  rollei'  skates. 

Heavy  kitsch— but  it  works.  Earnest, 
soft-spoken  Duboeuf,  .59,  who  began  his 
career  delivering  wine  to  i-estaurants 
by  bicycle,  has  used  such  ploys  to  make 


the  Georges  Duboeuf  label  the  top 
French  wine  brand  in  the  U.  S.  His  deft 
marketing  has  also  boosted  recognition 
aiifi  sales  for  all  Beaujolais  gTowers,  who 
till  vineyards  south  of  Burgundy.  Al- 
though it's  only  15%  of  Dulxieuf's  sales 
of  $90  million  or  so,  nouveau  remains 
the  headline-grabber.  Nouveau  has  made 
news  since  the  196()s,  when  British  en- 
thusiasts raced  to  be  first  across  the 
Channel  with  a  ca.se. 
STICKER  SHOCK.  But  everywhere  excei)t 
the  {'.  S.,  Beaujolais  is  in  trouble.  That 
includes  its  non-nouveau,  later-bottled 
varieties— two-thirds  of  the  I'egion's  pro- 
duction. The  reason:  Rising  demanil 
went  to  growers'  heads.  And  they  l)oost- 
efl  i)rices  dramatically  (chart I.  Then,  re- 
cession and  sticker 
shock  dried  up  sales. 
Total  world  exports  fell 
from  692,000  hectoliters 
in  1988  to  5.'i5,()00  last 
yeai'.  Beaujolais  drink- 
ing in  .Japan,  once  a 
l)ooming  new  market, 
plungerl  50%  in  1991. 

To  move  heavy 
stocks,  sellers  have 
been  cutting  prices.  Re- 
cently, two  shippers 
dumped  350,000  bottles 
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MOM  10 
HIGH  PRICES 


WHOLESALE 
EXPORT  PRICES  Of 
BEAUJOLAIS  WINE 


'88  '89  '90  '91  '92 
A  DOLLARS  PER  LITER  EST. 
DATA:  UNION  INTERPROFESSIONEUE  OES  VINS  DU  BE4UJ01AIS,  BW 


through  a  Dutch  supermarket  chain  at 
$5  a  l)ottle  retail-slashed  from  $8.  Du  ^ 
boeuf,  who  l)ottles  15%  of  all  Beaujolais,! 
teamed  up  with  other  l)ottlers  this  yean 
and,  after  a  bitter  fight,  got  growers  toj 
agree  to  production  limits.  But  prices] 
will  fall  fui-ther,  says  Duboeuf,  especial-i 
ly  since  the  1992  vintage  won't  match 
last  year's  ciuality. 

In  this  environment,  Duboeuf 
thankful  foi-  America's  new  thirst.  Ever 
since  60  Mhnites  extolled  red  wine' 
health  virtues  on  C'BS  a  year  ago,  sales  o: 
low-priced  reds  have  soared.  Beaujolai: 
exports  to  the  U.  S.  are  expected  to  risf 
20%  this  year.  Strong  demand  and 
weak  dollar-  mean  U.  S.  prices  of  Beaujo- 
lais nouveau  won't  dr'op.  Instead,  they 
stay  around  $8  for'  an  air-delivered  hot 
tie,  $6  when  ships  arrive  next  month 
Yet  exporters  fear  Washington  may  kil 
U.  S.  Beaujolais  sales  by  slappirrg  ; 
threatened  100%  tax  on  French  wine; 
if  Genei-al  Agreement  on  Tariffs  <S 
Trade  talks  fail. 
'NOT  REAL  WINE.'  Ci'edit  for  much  o 
Beaujolais'  U.  S.  success  goes  to  Du 
boeuf.  "He  has  created  an  incredible 
name,"  says  Michael  Aar-on,  head  of  New 
York  wine  store  Sherry-Lehman  Inc 
which  sold  15,000  cases  of  1991  Duboeu 
wine  and  expects  to  top  that  for  th< 
1992  vintage.  Yet  for  all  his  flashy  U.  S 
marketing,  Dul>oeuf  is  low-key  at  home 
He  refuses  to  sell  in  stores— except  hi; 
own  small  Paris  shop— fearing  tha: 
super-mar'ket  displays  would  cheapen  hi: 
image.  His  customers  are  r'estaurants 
plus  35,000  corrsumei's  who  oi'der  by  cat 
alog.  Duboeuf  does  do  a  big  private-labe 
business  with  such  Eui'opean  chains  a; 
Marks  &  Spencer  and  Car-refour. 

Some  pur'ists  hate  Duboeuf's  pr'omo 
tions  of  Beaujolais  nouveau.  This  young 
simi)le  bevei'age  "is  not  I'eal  wine,"  snift 
Georges  Le  Pi'e,  somrrrelier  at  the  Rit 
Hotel  in  Paris.  "It  makes  people  forge 
that  Beaujolais  includes  r-emarkabl 
cms,"  such  as  Br'ouilly,  Chir'oubles,  am 
Moulin-a-Vent— aged  wines  that  can  n 
serrrlile  classy  Bui-gundies. 

Hey,  le  roi  du  Beaujolais  sells  thos( 
too.  Duboeuf's  favorite  among  his  199 
wines  is  Fleurie.  Th 
vear-,  it  may  be  Chiror 
bles.  As  for-  1992  Bear 
jolais  nouveau,  Duboei 
warns  that  it  won 
keep  long— maybe  thre 
months,  compared  wit 
a  year  for  some  pas 
vintages.  In  shorl,  d 
your  bit  for  the  stru^ 
gling  vintners  of  Bear 
jolais:  Drink  it  fast. 

By  Steivart  Toy 
Roman  evh  e-Tliorins 


"  ...Wall  Street  brokerage  firms  have  instituted  a  variety  of  new  fees... " 

-The  Wall  Street Journal,  April  27, 1992 

"I  Needed  A  Broker 
Whose  Fees  Are 
Under  Controir 

Thafs  Why  I  Switched  Tb  Fidelity  Brokerage 

Are  You  Paying  Too  Much  Now? 

when  you're  already  paying  substantially  higher  commissions  on 
brokerage  trades,  you  shouldn't  have  to  pay  a  lot  of  extra  fees,  too. 
But  that's  exactly  what  many  investors  with  hill-cost  brokers  are  now 
facing.  If  you're  tired  of  seeing  more  and  more  of  your  money  going  to 
places  other  than  your  own  bottom  line,  Fidelity  Brokerage  can 
show  you  a  better  way. 

Lower  Commissions  From  Lower  Costs 

Fidelity's  hands-on  processing  system  lets  us  c(jntrol  both  quality 
and  costs.  We  can  report  back  to  you  immediate  execution  of  listed 
market  orders,  and  we'll  often  even  confirm  your  trades  while 
you're  still  on  the  phone.  The  result  for  you  is  much  lower  trading 
commissions  than  you  may  be  used  to  paying-up  to  76%*  less  com- 
pared to  hill-cost  brokers. 

What  You  Really  Want  From  A  Broker 

At  Fidelity  Brokerage,  you  can  expect  a  fast,  accurate  trade 

at  a  fair  price.  No  account  fees,'  no  sales  pressure,  just  the  informa- 
tion and  service  you  need,  anytime  of  the  day  or  night.  Call  for  a  free 
fact  kit  and  start  finding  out  why  Fidelity  Brokerage  is  a  better  value 
for  your  brokerage  needs. 


•No  Annual  Account  Fees 
•No  Inactivity  Fees 
•  No  Postage  Fees 
•No  Close-OutFees 


At  Fidelity  You'll  Find 
Big  Commission  Savings- 
And  That's  Just  The  Start 


100  Shares 
@$5Q 

500  Shares 
@$30 

FidelitjrPfus''' 

$54 

$126 

Merrill  Lynch 

$100 

$293 

Shearson 

$107 

$316 

Fidelity 
Saves  You... 

$46-53 

$167-190 

Visit  a  Fidelity  Investor  Center  or  Call  24  Hours 

1-800-544-7272 


Fidelity  ^j^^  inuestments^ 

Discount  Brokerage 

Common  sense.  Uncommon  results. 

*76%  savings  based  (in  an  April  l'-)92  survey  of  full-cost  brokers.  Minimum  commission  $38.  Fidelity  Brokerage  Services,  Inc.,  Idl  Devonshire  Street,  Boston,  M.A  021 10. 
Member  NYSE,  SIPC,  'There  may  be  fees  for  special  account  services.  There  is  a  $20  annual  fee  for  IR.A  accounts.  CODE:  BW/PLU/1 11692 
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East  Africa 


FEROCIOUS 
SPLENDOR 


On  oui"  first  day  in  tlie 
N<j,oi-ong<)ro  Crater  in 
nortliern  Tanzania,  we 
saw  lions,  5  rhinoceroses, 
and  a  small  herd  of  cow  ele- 
phants with  nursing  young- 
tiny  i)achyderms  the  size 
and  general  sil- 
houette of  Volks- 
wagen Beetles. 
We  saw  thou- 
sands of  bearded 
wildebeests, 
many  hundreds 
of  Thomson's 
and  (Irant's  ga- 
zelles, and  doz- 
ens of  baleful, 
grim-faced  graz- 
ing creatures 
known  as  kumia- 
tii.  We  saw  a  male  ostrich 
with  lewd  i)ink  legs  and  feath- 
ei's  like  a  dirndl  skirt  perl'orm 
a  mating  dance.  We  saw  Kori 
bustards  scratching  the 
ground  for  tasty  snakes,  and 


patient  vultures  searching  for 
the  uixlrafts  that  would  shoot 
them  skyward.  We  saw  gi-eat 
galumphing  blobs  of  hippos 
sliding  down  mud  banks  into 
their  all-day  wallows,  and 
baby  baboons  hunkered  on 
their  mothers' 
backs  like  jock- 
eys. We  saw  all 
this— and  we 
hadn't  even  eat- 
en breakfast. 
Ravenous,  we 
took  a  time-out 
at  <S:;i()  a.m. 

As  our  expe- 
rience suggests, 
Ngorongoro 
very  possibl\ 
the  earth's  besi 
si)ot  for  viewing  wild  gamr. 
Indeed,  if  any  complaint  can 
be  lodged  against  the  crater, 
it  is  that  too  much  can  be 
seen  too  soon  and  too  easily. 
Largely  absent  is  the  sus- 


pense of  stalking  some 
sive  quarry,  the  challeii'j' 
say,  thinking  like  a  hyin 
as  to  surmise  where  the 
nas  should  be.  But  Easi  . 
ca  is  a  distant  place,  and  i 
North  American  visitoi's 
a  limited  amount  of  tim 
spend   and   don't  kiii>\ 
they'll  ever  pass  that 
again.    For    such  \'isi; 
Ngorongoro  is  the  cK 
thing  to  a  sure  thing  in 
never-cei'tain  world  of 
mesticated  nature. 

What  makes  Ngoronyn 
such  a  good  bet  is  that  i'i' 
amazingly  compact.  ItsiOl 
square  miles  include  giSS 
lands,  swamps,  streams^ai 
alkaline  (.soda)  lake,  and  h-^- 
each  a  habitat  with  it^- 
char-acteristic  mix  of  spt 
Forget  Biosphere  II:  b 
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WllD  GAME  FROM  FIAMIN- 
GOS  TO  ZEBRAS,  BLACK 
RHINOS,  LEOPARDS,  AND 
ElfPHANTS  CAN  BE  VIEWED 
YEAR-ROUND  AT  NGORO- 
NGORO  CRATER.  OTHER  EAST 
AFRICAN  HAVENS  ARE  POPU- 
LATED BY  MIGRATING  ANIMALS 


1^4 


I 


a  universe  in  miniature, 
rater  is  the  place, 
ank  geology  for  that, 
ongoro  lies  in  Africa's 
t  Rift  Valley,  an  area  of 
se  volcanic  activity.  As 
itly  as  2/4  million 
i  ago,  the  crater 
a  huge  volcanic 
tain,  probably  high- 
an  Africa's  current 
St  peak,  the  19,()()()- 
Xilimanjaro.  But 

thermal  activity 
ded,  Ngorongoro 
i  in  like  a  failed 
e.  The  former  cone 
iw  a  bowl  whose 
m  is   some  niiK 

in  diameter  aip 
ily  a  mile  above  sea 
;  the  surrounding 
3r  caldera,  rises  to 

feet  and  is  the 
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largest  unbroken  volcanic 
shell  in  the  world. 

Climate  is  the  other  factor 
that  has  made  the  crater  such 
a  teeming  cauldron  of  life. 
Ringed  bv  cloud-catching  high- 


land forest,  Ngorongoro  has 
fresh  water  all  year  rounfl— a 
rare  thing  in  East  Africa, 
with  its  alternating  seasons 
of  torrential  rains  and  dusty 
droughts.  In  other  game-view- 


ing havens  such  as  the  Seren- 
geti  plain  and  the  Masai 
Mara,  the  great  mass  of  ani- 
mals are  migratory.  The 
tourist's  chances  of  seeing 
those  places  at  their  best  are 
dependent  upon  the  whims  of 
I'ain  and  water  holes.  Ngoi'o- 
ngoro  has  seasonal  variations, 
too,  but  it  also  has  a  resident 
population  of  predators  and 
prey  who  have  learned  the 
advantages  of  staying  put. 

The  drama  of  what  unfolds 
between  those  predators  and 
prey  heightens  in  proportion 
to  poiHilation  density— and 
real  estate  is  at  a  murderous 
premium  on  the  small  and  cir- 
cumscribed crater  floor.  Think 
of  it  as  an  island  city,  a  soil 
of  beasty  Manhattan,  and  you 
begin  to  understand  the  pace 
and  intensity  of  what  goes  on 
there.  It  isn't  always  pretty- 
as  when  a  mass  of  carrion 
birds  completes  the  cleaning 
of  a  carcass,  or  competing  lion 
prides  stage  monumental  cat 
fights  over  territory.  But  as 
elemental  spectacle,  it  cannot 
be  surpassed. 

MASAI  STORIES.  Our  tour  was 
organized  l)y  Aliercromt)ie  & 
Kent  International  (800  328- 
7308),  the  leading  outfitter  for 
private,  tented  safaris.  Our 
version  was  15  days,  took 
only  seven  people,  and 
included  stops  in  the  Se- 
rengeti  and  Masai  Mara. 
It  cost  a  princely  $7,000 
per  person,  not  includ- 
ing airfare  to  Nairobi. 
For  the  j)i'ice,  one  enjoys 
a  level  of  luxury  all  the 
more  impressive  when 
you  consider  the  logis- 
tics of  serving  up  gour- 
met meals,  a  full  bar, 
and  hot  showers  in 
camp.  The  food  is  plenti- 
ful and  includes  such  in- 
digenous delicacies  as 
impala.  The  tents  are 
room-size,  and  the  ratio 
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of  staff  to  gxiests  is  dowTiritjht 
colonial. 

Our  guide  was  a  western- 
ized Masai  named  William 
Meiliain.  He  had  amazing  eye- 
sight, a  dry  sense  of  humor, 
and  bore  an  uncanny  resem- 
blance to  Muhammad  Ali.  Be- 
fore getting  his  present  job, 
Meiliain  worked  for  the  Tanza- 
nian  Conservation  Dept.  as  a 
ranger,  head  of  antipoaching 
effons  in  the  crater,  and  pul)- 


he  said,  gesturing  with  a 
grand  proprietary  sweep, 
"this  land  was  used  by  a  trit>e 
called  the  Datoga.  But  the 
Masai  have  certain  beliefs. 
They  believe,  for  instance, 
that  God  put  cattle  on  earth 
onh-  for  them— so  it  is  not 
stealing,  but  rather  doing 
God"s  will,  to  take  the  cattle 
that  other  people  somehow 
ended  up  with  by  mistake. 
"This  crater  was  a  verv 


MASAI  TRBES- 
WHOSE 
ANCESTORS 
SEIZED  THE 
CRATER  BECAUSE 
rrS  lAh©  WAS 
GOOD  FOR 
CATTIE  GRAZNG. 
BaOW  SHAWCS 
AT  HIS  BASE 
CAAAP 


in  the  fi-actious  politics  of  Af- 
rican conservation,  the  "Ma- 
sai C}uestion"  remains  a  thorny 
one.  Relatively  small  in  num- 
bers, the  Masai  have,  by  dint 
of  will  and  strength,  long  con- 
trolled great  parcels  of  land 
in  both  Tanzania  and  Kenya. 
As  pastoralists.  they  believe 
that  land  is  to  be  used— not 
owned— and  they  don't  take 
kindly  to  being  told  that  they 
can't  bring  their  herds  or 
build  villages  in  places 
the  government  has 
m\"steriously  defined  as 
off-limits.  As  of  now,  the 
Xgorongoro  Conserva- 
tion Area  I  of  which  the 
crater  comprises  only 
3%)  is  legislated  as  a 
"mixed  land-use  area." 
Cattle-raising  is  allowed, 
agriculture  i-  not. 


lie  informal  lull  utiicer.  Xgoro- 
ngoro had  been  his  neighbor- 
hood for  1-5  years,  and  he 
knew  it  in  astonishing  detail. 
He  knew  that  a  lioness  with  a 
notched  right  ear  was  the 
precinct's  greatest  hunter.  He 
knew  that  a  certain  elephant 
had  lost  a  tusk.  And  he  knew 
rrom  which-  shrubs  came  the 
enzyme-rich  twigs  used  by 
the  l(K-al  people  as  toothbiiish- 
es  and  fi"om  what  trees  came 
the  medicine  that  l)roke  ma- 
larial fever. 

He  knew,  as  well,  where 
the  name  Xgorongoro  came 
fi'om.  "Around  o(X)  years  ago," 


giiDii  place  f(ir  grazing,  and 
since  God  insists  that  the  Ma- 
sai treat  their  cattle  well,  pie- 
ty dictated  that  they  should 
have  it.  So  the  Datoga  had  to 
move.  Masai  warriors  are 
very  fierce  and  brave,  but 
they  don't  like  to  kill  people 
unless  it  is  necessary.  So 
when  they  came  to  take  the 
crater,  they  didn't  sneak  up; 
they  wore  bells,  as  a  warn- 
ing. The  message  was:  "If  you 
want  to  leave,  go  in  safety.  If 
you  want  to  die.  stick  ai'ound.' 
The  sound  of  the  bells  was 
ngorrrro,  ngorrrro.~ 

There  is  no  denving  that. 


But  Tanzania  is  a  poor 
country  and  a  rapidly  chang- 
ing one,  and  Meihari,  a  politi- 
cal realist,  stresses  the  fragil- 
it\'  of  Xgorongoro's  status. 
"The  outside  world  agrees," 
he  says,  "that  the  crater  is  a 
treasure,  but  the  outside 
world  does  not  elect  local  rep- 
resentatives to  our  Parlia- 
ment. If  the  people  decide 
that  tourism  is  not  the  great- 
est benefit,  if  they  see  con- 
servation as  somehow  holding 
them  back  . . . ."  The  guide 
doesn't  finish  the  sentence, 
and  doesn't  have  to.  It  is  hai-d 
to  imagine  that  the  irrever- 


siV)le  ecological  blunders  con! 
mitted  nearly  everywherl 
else  will  somehow  be  avoid 
ed  in  Africa— indeed,  that  coi 
tinent  has  already  seen  it 
share.  Because  of  its  uniqu( 
ness  and  ferocious  beaut; 
Xgorongoro  should  be  seei 
And  because  of  its  tindeniab^ 
precariousness,  it  should  1: 
seen  soon. 

Precarious,  j'es.  But  in  tl 
gorgeous  and  silently  even 
ful  hour  before  sunset,  it 
easy  to  forget  all  that.  TI 
\'agaries  of  African  politics 
indeed,  of  all  things  comp 
cated  and  human— seem  : 
foreign  as  the  British  Airwa; 
747  that  brought  us  here. 
SHAPELY  FLANKS.  A  sudde 
breeze  kicks  up  a  dust  de\ 
from  the  silvery  volcanic  as 
A  cheetah  climbs  an  anthi 
freezes,  and  waits  for  a  g 
zelle  to  come  too  close.  Lion 
the  most  fearless  animals  ai 
the  laziest,  stretch  reluctant 
awake  from  their  aU-day  sle< 
in  plain  \iew  of  any  creatu: 
that  would  dare  to  both^ 
them.  Muscles  twitch  on  th€ 
shapely  flanks,  and  unabash( 
yawns  re\  eal  teeth  as  long 
ice  picks.  Flamingos  stand 
the  soda  lake  and  feed  on  j 
;ie  without  ever  hfting  the 
-ads.  Crowned  cranes  con 
swooping  down  and  run  f 
balance  when  they  hit  t! 
ground,  like  people  steppii 
off  a  mo\ing  bus. 

The  sun  slips  behind  t' 
crater  rim,  and  instantly  it 
cool.  Tree  hjTaxes— climbin 
scjuirrel-size  creatures  who 
closest  li\ing  relative  is  t 
elephant— launch  into  th( 
hard,  ratcheting  call.  T 
Land-Cruiser  labors  up  t 
ci'ater's  side  to  camp.  The  t 
has  l;>een  started,  and  a  can 
fire  on  an  African  safari 
like  a  campfire  nowhere  el: 
It  is  warmth  and  safety,  p 
mal  comfort  and  protecti( 
It  establishes  a  fleeting  \ 
man  stronghold,  and  kee 
the  animals  away  in  the  nig 

But  not  so  far  away  tl 
we  cannot  hear  the  growl 
lions,  the  seismic  rumble 
elephants,  and  the  chatteri 
of  baboons.  This  is  the  mu 
of  Xgorongoro.  the  sound 
the  unending  performance 
nature's  grandest  amp 
theater.       Laurence  Shan 
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With  annual  revenues  of  more  than  $13  bilHon  and  over  22,000  employees  on  five 
continents,  Sunkyong  is  dedicated  to  globalization.  Leadership  in  the  fields  of 
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Siberia 


THE  GULAG  CAMP  TOUR: 
IT  AIN'T  CLUB  MED 


The  helicopter  hovers  a 
while  before  landiiiK. 
and  we  get  a  good  look 
at  the  barbed  wire,  the  guard 
towers,  the  dilapidated  wood- 
en huts.  It's  not  a  typical 
tourist  attraction,  this  lonely 
outpost  in  Russia's  remote  po- 
lai'  north.  The  place  we'i-e  vis- 
iting is  the  Monogovody  gu- 
lag, one  of  a  string  of  work 
camps  built  across  a 
stretch  of  Siberian 
tundra  in  the  1940s, 
when  Stalin  decided  to 
use  prison  labor  to 
construct  a  railroad. 
The  last  inmates  were 
released  in  1954.  Since 
then,  the  camps  have 
siunmoned  only  the 
occasional  researcher 
or  journalist.  Ours  is 
the  first  foreign  tour 
group  to  arrive— nine 
of  us,  mostly  Ameri- 
cans who  are  living  in 
Moscow. 

The  Arctic  Circle  & 
Gulag  Camp  Tour  is 
the  brainchild  of  our 
guide,  Olga  Dougina, 
who  owns  the  new  Fe- 
lix Ti'avel  Agency  in 
Moscow  (7-095-"9;52- 
3716).  A  foi'mer  guide  at  In- 
tourist,  the  old  Soviet  state- 
owned  monopoly,  Dougina 
founded  Felix  to  show  foreign- 
ers "another  Russia,  a  Russia 
off  the  beaten  i)ath." 
WALL  OF  NAMES.  The  Mono- 
govody gulag  is  about  as  far 
off  the  path  as  you  can  get— 
an  hour-and-a-half  chopper 
ride  from  the  town  of  Salek- 
hard, 1,2()()  miles  noi'th  of 
Moscow.  Not  one  road  cuts 
through  the  empty  landscape, 
only  a  half-finished  railway 
bed  that  serves  as  a  testa- 
ment to  the  failed  project. 
Years  ago,  prisoners  either 
walked  the  125  miles  fi-om  Sa- 
lekhard or  were  ferried  along 
one  of  the  nearby  rivers. 
(Monogovody  means  "lots  of 
water.")  Ti'udging  thi'ough  the 
camp  in  foot-high  snow  in  Oc- 


tober as  the  temperature 
drops  into  single  digits,  we 
get  what  we  came  for— a 
taste  of  the  bitter  cold  and 
cruel  isolation  endured  by  the 
inmates.  In  some  ways,  the 
numbing  landscape  is  more 
horrifying  than  the  dawn-to- 
dusk  work  days  we  learn 
al)out,  or  the  mostly  bread 
diet,  or  the  bare  barrack 


features  a  wall  covered  with 
names  and  addresses  of  for- 
mer prisoners  or  their  rela- 
tives. The  information  comes 
from  museum  visitors,  who 
are  asked  to  help  researchers 
dig  out  more  facts  of  the  half- 
buriefl  history. 

Like  many  Russian  cities, 
Salekhard  was  off-limits  to 
foreigners  until  about  five 
years  ago.  Founded  when  the 
Cossacks  conquered  the  re- 
gion in  the  16th  century,  Sa- 
lekhard began  to  grow  as  a 
Soviet  city  in  the  1930s  and 
'40s,  when  Stalin  forcibly  relo- 
cated ethnic  Germans  and  re- 
l)ellious  peasants  to  the  site. 
The  city  is  on  the  confluence 


"shelves"  where  prisoners 
slept,  their  release  dates 
scrawled  on  the  walls  above 
their  heads.  Fascinated  as  we 
are,  we're  relieved  when  it's 
time  to  boai'd  the  helicopter. 

()ur  trip  also  includes  a 
two-day  stay  in  Salekhard,  a 
city  of"  32,000  that  is  cut  in 
half  l)y  the  Arctic  Circle.  The 
swooping,  metal  monument 
that  marks  the  precise  latitu- 
dinal spot  is  a  favorite  wed- 
ding-photo site  for  locals,  who 
will  tell  you  that  anyone 
working  north  of  the  marker 
was  entitled  to  hardship  pay 
under  the  Soviets. 

Once  the  administrative 
seat  for  the  gulags  nearliy, 
the  town  also  houses  a  re- 
markal)ly  candid  exhibit  about 
the  camps  and  the  never-com- 
pleted railway.  One  section 


Monogovody  guiag:  barbed 
\a/1re,  bftter  coid,  and  numbing 
isolation  in  "another  russia" 


of  the  Ob  and  Palyui  rivers, 
and  the  Soviets  wanted  to 
build  a  fish-pi'ocessing  indus- 
try there.  "It's  not  easy  to 
speak  about  it,"  says  our  local 
guide,  "because  old  people, 
women,  and  liabies  were  left 
on  the  bank  of  a  river  here 
and  told  to  build  a  town. 
Many  died."  The  canned  fish 
now  produced  in  Salekhard  is 
too  expensive  for  ordinary 
Russians;  most  is  exported. 
REINDEER  PEOPLE.  While  in  Sa- 
lekhard, we  also  meet  people 
from  the  i-egion's  three  indig- 
enous groups.  Russians  call 
them  the  "reindeer  people." 
Their  authentic  names:  Komi, 


Khanti,  and  Nyentsi.  Th 
sands  still  live  in  "chums," 
tepees  made  of  reindeer  : 
They  eat  reindeer  meat  I 
tried  it,  too— it  tastes  1 
venison).  And  although  tl 
were  once  persecuted 
their  pagan  beliefs,  many  ; 
practice  ritual  reindeer-slai 
ter.  We  visited  some  of  tl 
sacred  places  along  the  ri'i 
Our  tour  guide  also 
ranges  for  a  sauna  at 
town  sports  center— an  h( 
long  event  involving  brain- 
zling  heat,  an  icy  plunge  { 
and  ample  quantities  of  i 
ka.  A  major  hit. 

This  is  a  remarkable  1 
But  be  warned— it's  not 
everyone.  To  enjo; 
you  need  more  thi 
sense  of  advent 
you  need  a  sensi 
what  it  is  to  roug 
Russian-style, 
flight  from  Moscow 
Salekhard  took 
hours,  including 
refueling  stops  ai 
five-hour  layovei 
wait  out  a  blizzar( 
keeping  with  Aer 
standards,  no  food 
offered.  We  bro 
our  own.  The  hot 
Salekhard  was  ( 
and   warm,  but 
plumbing  was  p 
live.    There  w 
nuich  shopping. 
SUB  TENANTS.  The 
costs  about  $410 
Moscow,  and  is  siF 
uled  periodically, 
one  of  a  number  (| 
venture  trips  ir 
former  Soviet 
offering  every| 
from  ski-and-spa  holida 
the  Caucasus  to  white-^l 
rafting  in  Russia's  far 
So  far,  few  of  the  tour 
cies  have  overseas  mai'l 
arms.  But  Moscow's  new 
lish-langiiage  dailies  can 
ings  and  ads. 

Meanwhile,  Olga  1  )< 
is  hatching  other  ui 
ideas  to  secure  her  nich< 
latest:  a  trip  to  the  noi 
port  city  of  Murmansk, 
the  group  will  boai'd  ;i 
War  Il-vintage  Soviet 
rine.  Don't  worry  alioui 
tel;  you'll  spend  the 
aboard  a  nuclear-poweri 
breaker.  DeboniJi 
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You  RE  THE 
BOSS. 
You  TELL  THEM 
WHERE  TO  GO 


BERMUDA 

Tccir  this  out.  And  pass  it  to  your  trusted  meetings  planner.  Because  holding  a 
meeting  on  our  island  gives  you  the  same  tax  benefits  as  if  you  held  it  in  the  U.S. 
Hotels  cost  about  the  same.  And  we're  less  than  two  hours  from  the  East  Coast. 
What's  more,  our  inspiring  scenery  is  certain  to  inspire  great  thinking. 
Have  your  planner  call  Dianne  Carlson  at  800-223-6106  Ext.  213  for  all  the  rosy  details. 


Malaysia 


IN  SEARCH  OF 

THE  WILD  MAN  OF  BORNEO 


It  was  .■):;;()  a.m.,  and  I  was 
ready  to  liop  a  plane  to 
Sandakan,  jfateway  to  the 
jun>j,les  of  Borneo.  But  from 
the  looks  of  the  tour  Knide,  I 
ohviotisly  did  somethin.L;' 
wron.^'.  "You  can't  wear  that," 
said  (ieoffrey  Leeton<r  of  Dis- 
covei'y  Toiu's  in  Mahiysia's 
Kota  Kinaliahi,  a  state  eapi- 
tal  on  tile  northwest  coast. 
"My  cousin  will  he  \'ery  an- 
,sj,i'y."  [  looked  at  my  clotlies. 
What  could  lie  so  offensive 
al)out  khaki  pants  and  a  red 
T-sliirl?  And  v\dio  was  this 
i^uy's  cousin  anyway? 

I  was  headini;'  for  the  Sepi- 
lok  ( )i'angutan  Reiial)ilitation 
Center,  whicli  helps  orphaned 
oi-an,mitans  I'et^ain  the  sui'vi- 
val  skills  needed  to  retui'n  to 
the  wild.  Despite  the  torrid 
climate,  I  was  told  to  wear 
lonn  pants  to  protect  a'j,ainst 
"creep.N  crawiei's."  liut  \\hat 
hothered  the  i^iiide  was  the 
red  shirt.  ( )ran<;utans  are  at- 
ti'acted  to  bright  colors.  y\nd 
they  ai'e  drawn  to  red,  since 
the  ceiitei'  feeds  them  from 
red  liiickets.  After  chanK'in,u, 
into  a  neuti'al  coloi',  I  asked 
Leefon.i;-  whether  his  cousin 
worked  with  orangutans. 
"No,"  he  said,  smilinij,'.  "My 
cousin  is  the  oi'an,L;iitan." 

Sepilok  was  th{'  fii'st  stoj) 
in  a  toui'  of  Sahah,  a  re.n'ion  in 
nortlu'astern  Malaysia.  The 


four-day  trip  costs  about 
includin,^,'  air  fare  from 
Hon.s;'  Kon.iJ".  Sabah  is  home  to 
some  20, 000  oran,t^utans.  It 
boasts  1,500  species  of  orchids 
and  the  ihree-foot-wide  raffle- 
sia,  the  world's  largest  flower. 
And  it  has  the  tallest  moun- 
tain in  Southeast  Asia:  l.'3,455- 
foot  Mt.  Kinabalti. 
GOD'S  TEARS.  Then  there's  the 
rich  .iim><le  folk- 
lore. ( )nly  a  iJ'en- 
eration  or  so 
a^o,  most  resi- 
dents lived  in 
tribes  in  the 
interior.  Today, 
those  who  have 
mi.t^rated  to  cit- 
ies haven't  for- 
gotten the  myths 
of  the  forest. 
The  Crocker 
I\any:e  surround- 
in.n"  Mt.  Kinabalu  is  said  to  be 
the  bodv  of  belo\ed  d ration 
buried  by  the  chief  .^od,  Ki- 
noiiiKaii.  The  rivers  nearby 
were  formeil  from  his  tears. 
The  orangutan,  which  in  Ma- 
lay means  "forest  man,"  was 
considered  by  locals  to  be  a 
human  tribesman,  only  wilder. 
Hence,  the  oraiii^utan  is  called 
the  "Wild  Man  of  Borneo." 

With  their  natural  habitat 
lost  to  farmiu'^'  and  lo>^,i^inK, 
orangutans  ai'e  a  threatenefl 
species.  The  center  is  reha- 


bilitating nearly  200  orphans. 
When  I  arrived,  ranj<ers  were 
hauling  red  pails  filled  with 
bananas  and  i)uckets  with 
milk  to  a  treehouse  called 
Platform  A.  Suddenly,  baby 
orangutans  started  emerginfj'. 
But  all  the  oohs  and  aahs 
really  l)egan  when  the  notori- 
ous Raja,  a  full-grown  male, 
swung  into  view. 

Two  week  earlier,  Raja  had 
ripped  off  the  clothes  of  a 
hapless  Fi-ench  tourist.  As  the 
man  bolted  from  the  [lark,  un- 
injured and  trying  feebly  to 
cover  himself,  Roland  Ng, 
managing  director  of  Sanda- 
kan-based  S.I.  Tours,  walked 
in  with  a  group  of  U.  S.  exec- 
utives.  "What  a 
/  /  weird    thing  to 

^  do,  walk  in  the 
jiuigle  naked," 
thought  Ng,  who 
says  he  comes 
from  a  long  line 
of  headhimters. 

With  Raja  in 
mind,  10  of  us 
made  the  trek 
to  Platform  B. 
That's  where  ma- 
ture orangutans 
are  sent  once  they  show  signs 
of  fending  lor  them.selves.  We 
hikefl  for  1.5  miles,  holding 
onto  ropes  to  scale  a  few 
steep  hills.  The  magic  mo- 
ment came  when  orangutans 
started  swinging  from  tree  to 
tree,  only  feet  away.  But 
udien  one  dropped  next  to 
me,  I  ran  for  it. 

To  see  monkeys  in  the 
wild,  1  had  to  travel  two 
hours  from  Sandakan  mainly 
on  dirt  roads  to  Old  Ben's 
Lodge,  a  cal)in  on  stilts  along 


V 


Nature  lover's  paradise: 
Hiking  on  mt.  kinabalu 
(left),  an  orangutan 
feeding  wtih  its  young  ■ 

THE  SABAH  region 


the  muddy  Kinabatangan 
er.  Touj-  operators  sue 
Chicago-based  Ahercrom 
Kent  offer  the  trip  and 
that  it's  hardly  first-clas; 

But  where  else  can  yoJ 
proboscis  monkeys  coolin] 
on  the  banks  of  a  rive: 
dusk,  I  was  whisked  off! 
motorboat  to  watch  big-: 
iiioiii/ct  blanda,  or  Dutc' 
monkeys.  Also  scamperi 
the  treetops  were  the 
tailed  macaque,  a  gray 
key  with  a  buzz-saw  scr 
WIDOW'S  WALK.  For  a  ui 
view  of  liorneo's  natural 
ty,  there's  the  canopy  ws 
Mt.  Kinabalu  State  Pa 
wasn't  siu'e  I'd  enjoy  ; 
ing  200  feet  above  gr 
But  the  cal)les  seemed 
and  there  were  nets  e 
where,  so  I  ventured  out 
narrow   plank   and  w 
along  the  treetops.  An 
trail  leads  to  the  sumr| 
Mt.  Kinabalu.  Cuidc 
call  it  an  easy  walk,  Im 
need  to  be  fit. 

I  was  told  that  at  tin  i 
mit,  a  local  woman  liasi' 
waiting  for  centuries  l(  t 
husband,  a  Chinese  pi  ii^' 
return.  In  Malay,  Kin- 
means  "Chinese  widow. i 
guide  says  he  has  heai 
widow  crying.  All  I  knfW 
there  are  plenty  of  tasf 
go  arotmd.  And  if  I  e\t\ 
back  to  liorneo,  I  won'tvfs 
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PERSONAt 


a  d  V  e  r  t  i  s  e  m  e  n  t 


When  Entertaining  at  Conventions 


iclurc  this. 

^W'c  have 

I      taken  our 

L  best  mar- 
ting  show  on 

e  road  to  a  con- 

ntion.  There  we 

e,  cheek-by- 

wi    with  our 

mpetitors  in 

e  next  suite, 

oth,  or  ball- 

om,  spending 

much  money, 

le,  and  effort  as 

r  company  can 

ord.  I'he  object 

:o  create  such  a 

ong  impression 

at  attendees 

]  remember  us, 

;n  a  week  later, 

;r  they  get  back 

their  offices. 

We've  been 

inning  for 

eks  just  how 

'11  make  our 

esentation, 

nonstrate  our 

ong  points, 

iw  how  we  can 
J  p  our  clients 
i  ceed.  Now  that 
i  re  here,  it  looks 
i  if  it  may  be  a 
i  1  challenge. 
Ufter  all,  a 
Wivention  can 
«j  ate  a  lot  of 
f\  itement.  The 
jj]  ispects  whom 
^1  hope  to  attract 
^  out  there 
feting  inter- 
^{ing  people, 
flewing  oltl 

uaintances,  going  to  glamorous  par- 

— and  looking  at  lots  of  new  ideas. 

w  will  ours  stack  up  in  the  context 

uch  a  stimulating  atmosphere? 
i|!t's  a  question  of  understanding 
Nit  conventioneers  really  need.  A 
(■]  imitment  to  excellence  is  always 


/ 


Now 


Know  Why  We  Invited  The  Millers." 

To  send  Cndiva,  call  1-800-643-1579. 

GODIVA 

( .7l(l(1)/ari^'/■ 


going  to  attract  attention.  So  we  are 
already  on  the  right  track,  because 
we've  done  all  that  homework  during 
the  weeks  leading  up  to  the  convention. 

Once  we  have  a  winning  message  to 
offer,  it's  the  little  things  that  count. 
Nanc\-  Kahan  sa\s  in  her  classic  hand- 


book, Eiitcrttiiii- 
iiig  for  Business 
(Clarkson  N. 
Potter,  1 
that    the  most 
effective  scenario 
tor  communicat- 
ing our  message 
isn't  reallv  about 
how  much  w  e  can 
impress  people. 
Instead,  it's  about 
how  comfort- 
able we  can  make 
them   feel.  She 
points  out  that 
business  e\'ents 
such  as  these  are 
harder  to  manage 
because,  unlike 
personal  enter- 
taining, guests  are 
often  strangers, 
and  may  feel  a 
little  shy.  If  we 
try   to  impress 
them,    we  may 
just  put  them  off 
Aim  instead 
to  delight  them, 
suggests  Kahan. 
"Think  of  sur- 
prising and  pleas- 
ing people,"  she 
advises,  "rather 
than  impressing 
them."  The  final 
result?  Prosjiects 
teel  the\'  are  s|)e- 
cial  to  us,  and 
that  means  the\- 
will    think    o  u  r 
company  is  pretty 
special,  too. 

True,  there 
is  n(_)  substitute 
tor  ottering  up 
those  really  good  ideas  that  conven- 
tioneers will  need  when  they  get  back 
to  the  office.  But  it  doesn't  hurt  to 
serve  up  those  ideas  with  a  little 
warmth,  a  little  humor,  and  ma\be 
even  with  a  few  delightful  little 
surprises  here  and  there,  t*. 


ersonal  Business 


The  Amazon 


CHAT  WITH  A  MACAW, 
REEL  IN  A  PIRANHA 


Last  yt'ar,  more  than 
4().0()()  torri«n  touri.st.s 
visited  Brazil's  Amazon, 
hoping  to  o'et  a  f^limpse  of  the 
woi'ld's  largest  rain  forest  be- 
fore population  gi'owth  and 
tleforestation  take  their  toll. 
Most  of  them  see  only  the 
area  aroimd  the  centi'al  Ama- 
zonian city  of  Manaus,  which 
is  a  small  part 
of  the  2A\  mil- 
lion-square-mile 
river  l)asin.  Un- 
til recently, 
there  were  few 
excursion  op- 
tions for  visitors 
to  the  steamy 
river  port,  ajjart 
fi-om  day-trips 
that  included 
jungle  walks 
anfl  lioat  rides 
to  the  "nK'etin.i;'  of  the  wa- 
ters," where  the  chalky  Ama- 
zon mixes  with  the  dark 
l>i'own  Rio  Ne(j;ro  in  an  ever- 
chan>{in,ti;  licjuid  mosaic. 

Today,  travelers  can  take 
tiu\'e-day  cruises  on  the  Tuna 
riverhoat  or  stay  at  any  of  a 
dozen  rustic  jungle  lodges 
not  far  from  Manaus.  A 
three-day,  three-night 
Amazon  cruise  on  the  78- 
foot  Tima,  with  11  doui)le 
cabins  and  a  library  of 
b(joks  and  videos,  costs 
$()()()  per  person,  includ- 
ing meals.  (For  reserva- 
tions, call  Safari  Ecologico 
in  Manaus  at  5592  23;3- 
(WIO,  or  send  a  fax  to 

55iii2  2:!;;-;57;ii).i 

WETLANDS.  Three  hours 
away  l)y  boat  is  the  Ari- 
au  Jungle  Tower,  a  foi'- 
est-green  lodge  that 
blends  in  with  the  sur- 
I'ounding  vegetation.  Dur- 
ing the  rainy  season — Jan- 
uary through  .July— when 
the  I'iver  rises  as  much 
as  .'55  feel,  the  lodge  a])- 
liears  to  be  floating;  in 
the  dry  season,  you  can 
see  the  towei'ing  stilts 
that  support  it.  Wlien  vis- 


itors  ari'u'l  i)aiting  hooks  for 
l)iranha  to  take  a  look  at  their 
razor-sharp  teeth,  or  visiting 
fishermen's  shacks,  they  can 
sit  outside  their  rooms  and 
watch  dozens  of  monkeys  frol- 
icking in  the  trees.  Or  they 
can  climb  a  lookout  tower  for 
a  view  above  the  forest's 
thick  canopy.  Most  travelers 
stay  one  or  two 
nights  at  the 
lodge  at  $280  a 
night  per  person 
(double  room), 
including  meals 
and  excursions. 
(Call  the  Rio 
Amazonas  agen- 
cy in  Manaus  at 
5592  232-4160, 
2:34-7308,  or  send 
a  fax  to  5592 
233-5615.) 
Visitors  can  expect  to  see 
macaws,  caimans,  and  leaf 
frogs  in  the  Amazon,  and  if 
you'i'e  lucky,  you'll  catch  a 
glimpse  of  the  white  uakari 
monkey.  Sightings  of  larger 
mammals  and  snakes  are 
rare.  If  vou're  interested  in 
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wildlife  viewing,  consider  vis- 
iting the  Pantanal  in  central- 
west  Brazil.  This  wetlands 
area  covers  54,000  stjuare 
miles— 10  times  the  size  of  the 
Everglades. 

The  huge  floodplains  are 
home  to  more  than  (iOO  spe- 
cies of  birds,  including  the 
rare  blue-and-yellow  Hyacin- 
thine  macaw,  largest  member 
of  the  parrot  family,  which 
can  measure  three  feet  from 
l)eak  to  tail.  Visitors  see  a 
wide  variety  of  mammals  and 
reptiles,  including  jaguars, 
anteaters,  and  the  pig-like 
capybaras,  which  peacefully 
coexist  with  large  alligatoi's 
ai'ound  luuddy  ponds. 
SNAKE  EYES.  Driving  down  the 
Trans-Pantanal  highway— a 
fancy  name  for  a  packed- 
dirt  road  with  precarious 
wood-plank  l)iMdges— it  is 
common  to  encounter 
huge  yellow  anacondas 
slithering  across  the  roafl. 
They  can  measure  up  to 
33  feet  long.  On  a  I'ecent 
visit,  our  intrepid  guide 
leaped  out  of  the  vehicle 
several  times,  trying  to 
gral)  one  of  the  serpents. 
On  the  third  try,  he  suc- 
ceeded, holding  a  14-foot, 
nonpoisonous  snake  l)e- 
hind  its  head  as  we  gin- 
gerly stroked  its  smooth 
back. 

Lodging  in  the  Panta- 
nal is  rustic  at  l)est.  Spar- 
tan fishing  camps  and  con- 
verted ranch  houses  offer 
simple  rooms  that  come 
with  as  many  moscjuitoes 
and  spiders  as  traditional 
amenities.  But  the  meals 
are  ht'artv  and  include 


a  three-day  cruise  on 
the  tuna  costs  $600. 
Below:  a  leaf  frog  and 

A  white  UAKARI  MONKEV 


plenty  of  fish  plucked  frci 
the  river.  At  nightfall,  as  y 
drink  a  potent  lime  and  sug 
cane  rum  cocktail  called  a  c 
piriiilia,  you  will  be  rivet 
i)y  a  low,  nmibling  roai'  co 
ing  from  a  nearby  stand 
trees— l)lack  howler  monke; 

With  so  much  wildlife 
spot,  the  best  way  to  tour  t 
Pantanal  is  with  a  guide  w 
can  identify  the  species.  Foe 
Tours,  run  l)y  American  na 
ralist  Douglas  Ti'ent,  is  o 
of  the  best  outfits.  A  five-d 
package  including  food,  loc 
ing,  and  ground  transpor 
tion  from  Cuiaba,  800  mi 
south  of  xManaus,  costs  $t 
to  $750  pel'  person  dei)endi 
on  group  size.  In  the  U. 
call  612  892-78:30. 

Our  English-speaking  gui 
Miguel,  would  wake  us  a1 
a.m.  for  early-morning  bi 
watching  treks.  His  fin( 
trained  ear  recognized  m( 
than  200  birdcalls.  When 
i-eached  an  area  that  he  kn 
was  a  favorite  for  toucans, 
played  a  tape-recording 
their  calls.  As  we  waited 
hushed  silence,  a  half-do2 
toucans  flew  to  a  nearliy  ti 
and  answered.  Ti'ansfixed, 
watched  as  the  l)i'ightly  c 
ored  creatures  pi-eened  tht 
selves    and    cracked  o] 
seeds.  After  seeing  them 
the  wild,  it  will  be  tough 
watch  their  cousins  in  a 
cage  l)ack  home.    Geri  S»i 


PERSONAL  BUS 


There  is  a  curious  shift  in  business 
these  days,  "back  to  the  basics "  And  it 
seems  as  if  the  sophisticated  fast-trackers 
of  the  '80s  have  been  transformed  into 
the  business  fundamentalists  of  the  '90s. 

Nice  try,  guys  The  simple  truth  is, 
basics  are  something  you  start  with  and 
take  forward.  Not  retreat  to 

Over  the  past  10  years  we've 
become  an  insurance  company  with 
$12  billion  in  assets  under  management. 
We've  grown  by  embracing  the  age- 
less basics  of  common  sense  and 
simplicity  and  bringing  them  into  a  new 


age  of  technology  and  management. 

This  has  allowed  us  to  centralize 
and  streamline  operations  in  ways  never 
possible  before.  Allowed  us  to  create 
products  that  are  profitable  against 
today's  ever-changing  financial  land- 
scape. Allowed  us  to  establish  the  most 
cost-effective  means  of  distribution.  And, 
allowed  us  to  be  more  active  managers 
of  our  investment  portfolio 

The  basics.  By  taking  them 
forward,  they've  taken  us  forward.  To 
where  we  are  today,  to  where  we'll 
be  tomorrow. 


ersonal  Business 


Great  Smoky  Mountains 

LEARNING  TO  PADDLE 
YOUR  OWN  CANOE 


M .\'  first  paddle  down 
the  Nantahala  Riv- 
er ended  in  dis- 
Crouched  in  a  13-foot 
solo  canoe.  I  blew  the  turn 
into  an  efldy  above  Nantahala 
Falls,  spun  around  in  the 
rushinj<  current,  tumbled 
backward  over  a  three-foot 
drop,  and— spl(X)sh— swamped. 

But  oh  what  a  difference 
four  days  can  make.  After  a 
few  cla.sses  at  the  Nantahala 
Outdoor  Center  (704  488- 
67371.  I  breezed  through  the 
same  stretch  of  white  water 
and  then  merrily  carried  my 
tjoal  l)ack  ui)sti-eam  for  a  sec- 
ond run. 

The  center  is  a  first-rate 
place  to  limber  up  neglected 
muscles,  escape  workaday 
worries,  and  polish  your  pad- 
dling skills.  Nestled  in  the 
Great  Smoky  Mountains  of 
western  North  Carolina,  it's 
North  America's  premier 
white-water  paddling  sch(K)l. 
Talented  canoeists  and  kay- 
akers,  some  of  them  Olym- 
pians or  former  national 
champions,  teach  classes  on 
a  half-dozen  world-class  riv- 
ers, all  within  driving  dis- 
tance of  the  center.  The  food 
at  Relia's.  the  center's  own 
restaurant,  is  wonderful  and 
eclectic.  And  accommodations, 
although  rustic,  are  quite 
comfortable. 

NOVICES  WELCOME.  The  cen 

ter  offers  something  for  all 
skill  and  condition  levels.  You 
can  choo.se  anything  from  a 
one-day  canoe  or  kayak  sam- 
pler to  intensive,  week-long 
advanced  classes.  Special 
courses  cater  to  children, 
women,  the  over-40  crowd- 
even  "tentative  kayakers." 
The  center  is  also  expanding 
into  sea  kayaking.  The  schtxjl 
supplies  all  gear:  Vjoats,  life 
jackets,  wet  suits,  and  the 
like.  And  if  you  have  kids  in 
tow.  it  offers  day  care  for 
paddling  parents. 

My  five-day  intermediate 
can(3e  class  had  iust  three  stu- 


dents; maximum  cla.ss  size  is 
12.  with  two  instructors.  My 
teacher,  a  recent  Oberlin  Col- 
lege grad  named  Dan  House, 
was  both  patient  and  skillful 
at  imparting  his  knowhow.  He 
and  other  instructors  siient 


pie.  \'isitors  can  choose  a  con- 
verted roadside  motel,  com- 
munal cabins,  or  a  bargain 
bunk-house  arrangement.  Of- 
ten, you  share  rooms  and 
bathrooms  with  other  class- 
mates. The  cabin  I' stayed  in 
had  a  cheery  common  area 
and  a  nice  deck.  But  a  rank, 
mildewy  odor  permeated  the 
small  bedr(X)m— no  doubt  from 
the  moist  air  and  steady  pa- 
rade of  damp  paddlers. 

The  eclectic  staff  of  about 
3.50  is  part  of  what  makes  a 
visit  here  so  delightful.  Some 


Mastery  n  motion: 
nstruaor  dan  house  of 

THE  NANTAHALA  CBmi 
GOES  OVER  TW  EX3E 


up  to  14  hours  daily  with  stu- 
dents, starting  with  breakfast 
at  about  7:30  and  ending  with 
an  evening  "chalk  talk." 

We  paddled  beautiful  riv- 
ers. My  favorite,  the  relative- 
ly unspoiled  Chatooga.  is  in 
northern  Georgia.  At  places, 
the  clear  water  rushes 
through  narrow  rock  canyons 
and  over  ledges  or  mellows 
out  in  flat,  tree-lined  stretch- 
es. It  provided  the  week's 
biggest  adrenalin  ru.sh:  pad- 
dling over  a  six-foot  vertical 
drop. 

Accommodations  are  sim- 


of  the  staff  are  freewheeling 
adventurers  who  work  sea- 
s<jnally.  But  there's  al.so  a  core 
group  of  year-rounders,  many 
of  whf)m  dropped  out  of  tradi- 
tional careers  to  live  a  sim- 
pler life.  Payson  Kennedy, 
who  helped  found  the  center 
in  1972,  wa.s  formerlj^  head  of 
data  processing 
at  Georgia  Tech's 
library.  Bunny 
Johns,  a  vice- 
president,  gave 
up  a  career  in 
plant  physiolog\ 
research  at 
North  Carolina 
State  in  Raleigh. 
And  many  in- 
structors are 
part-owners  of 
the  company 


through  a  stock  purchtj 
plan.  f 
Paddling  at  Nantah; 
won't  break  the  bank— unit 
you  hang  out  too  much  at  t 
well-stocked  outfitter's  sto 
Weekend  courses  run  i52< 
including  meals  and  lodgii 
The  "frugal  floater"  optic 
san-s  food  and  roof,  costs  SI 
A  seven-day  course  is  $9 
Before  Apr.  14  or  after  Lai 
Day.  a  20%  discount  appli 
That's  a  good  option,  sir 
you  avoid  the  summer  trai 
jam  of  rafters.  Private 
struction  for  one  to  five  p 
l)le  runs  S170  to  $375  a  d 
depending  on  group  size  a 
lime  of  year.  You  get  d 
'  ounts  if  you  provide  yc 
own  gear. 

The  center  is  just  two-ai 
a-half  hours'  drive  from  eitl 
Knoxville,  Tenn.,  or  Chat 
nooga  and  three-and-a-h 
hours  from  Atlanta.  Or  y 
can  fly  to  Asheville,  N. 
and  then  drive  to  the  cent 
an  hour-and-a-half  away. 
RIO  BRIO.  If  you  yearn  : 
more  exotic  paddling  div 
sions.  the  center  offers  a  d 
en  adventure  travel  pack; 
es.  They  combine  instnact 
with  exploration  of  far-flu 
;)laces.  Advanced  paddlers  ( 
-;till  tackle  Chile's  challengi 
Mio  Bio-Bio,  which  will 
dammed  up  in  just  a  year 
two.  A  13-day  trip  rt 
•'52.2.50.  plus  airfare.  Begini 
and  intermefliate  paddlers  ( 
navigate  Costa  Rican  riv( 
lor  seven  days  (S1,2(X),  p 
airfare)  or  the  Rio  Granc 
along  the  U.  S.  border  w 
Mexico  (S800,  plus  airfare) 
Me,  I've  still  got  a  f 
scores  to  settle  back  at  1 
center.  There's  a  "surfi 
wave"  on  the  Nantaha 
which  chewed  me  up  and  s 
me  out.  and  Bull  Sluice  on  ' 
Chatooga,  a  fe 
T  /  some  pair 

^        thundering  fi 
foot  drops  w 
"decapitati 
rock"  right  in 
middle.  I  opl 
'  to  walk  arou 
that  baby.  E 
paddled 
boat— and  mi 
it  look  so  da 
easy. 
Darid  W(xxir 
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PERSONAl  BUS 


2% 


A  typical  homeowner  saves 
on  a  loan  purchased  by  Freddie  Mac. 


^^^^^  fsj^ijj?^ 


ill. 


So  a  typical  homeowner  saves  $13,000 
over  the  life  of  a  loan. 


mm 

P  .0       0  ffi 


Which  means  Freddie  Mac  saves  homeowners  about  $2  bilhon  each  year 


We  d  like  to  tell  you  about  a  marvelous  chain  reaction  that  starts  with  Freddie  Mac  First, 
we  purchase  mortgages  from  lending  institutions,  then  package  them  as  mortgage  backed 
secunries  to  sell  to  investors  This  process,  connecting  capital  and  mortgage  markets,  allows 
lenders  to  operate  more  efficiently  anci  offer  lower  mortgage  rates  to  homebuyers.  Since  1970 
Freddie  Mac  has  linked  Wall  Street  to  Mam  Street  We  ve  built  an  outstanding  record  (.it 
financial  stability.  And.  in  the  process,  helped  millions  of  Americans  become  homeowners. 

Freddie  Mac.  8200  lones  Branch  Drive.  Mail  Stop  40'),  McLean.  VA  22102. 


-reddie  Mac  1992 

3se  calculations  are  based  on  a  SO-year.  fUed-rate  mortgage  eligible  for  purchase  by  Freddie  Mac. 

r\      /fS  /TS       f*A  ^ 


STEADY  FREDDIE 


Freddie  Mac 

THE  IDEA  BEHIND  ONE  IN  EIGHT  AMERICAN  HOMES. 


-ft, 


Incandescent  parrotS- 


Pinl<  dolphins 


And  hdif  the  medicme  known  to  man 


I  his  IS  tne  ram  torest 
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idex  to  Companies 

s  index  gives  the  starting  page  for  o  story  or  fea-j 
e  with  a  Significant  reference  to  o  company.  Most! 
)sidiaries  are  indexed  under  their  own  names.' 
mpanies  listed  only  in  tables  are  not  included. 
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Geospan  81 
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Lotus  Development  83 
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Notional  Bonk  of 
Ukraine  6E4 

NationsBank  36 
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Nihon  Jutaku  Kinyu  56 
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Prudential  Securities  66 


Rainbow  Programming 
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Redex  Packaging  6E4 

Resurgens 
Communication  104 

Rhone-Poulenc  Rorer  42 

Robert  Plan  102 

Robertson  Stephens  83 
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Sokura  Bank  56 

Salomon  101 

Salomon  Brothers  26,  37, 
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Somsung  Group  52 

Sanwa  Bank  56 

Sara  Lee  37 

Saturn  46 

Sears  Roebuck  48 

Seybold  Publications  83 

Sherry-Lehman  142 

Shoney's  50 

Siemens  31 

Silicon  Graphics  85 

S.I.Tours  148E2 

Smith  Barney  26,  42 

Software  AG  82 

Solidtex  Systems  104 

Sprint  104 

Standard  &  Poor's  56 

State  Farm  Mutual 
Automobile  insurance  102 

Storage  Technology  31 

Sumitomo  Bank  56 

Sunkyong  52 

Syntex  42 
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Tele-Communications  86 

Texas  Commerce 
Boncshares  100 

Toyota  88 

T2  Medical  101 

TWA  50 


United  Technologies  6E4 

Upjohn  42 

USAir  50 

U.S.  Surgical  101 

U.S.  West  86 


Vnesheconombank  6E4 
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Westinghouse  Electric  48, 
85 


Xerox  7 


LE  GRAND 

Lifetime  Mechanical  Warranty 

Available  at 


MASSIN  0  RESERVE 


1-800-622-0922 
or  call  1-800-536-73^4 
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BUSINESS  WEEK  PRESENTS 


IN  A  SPECIAL  LIMITED  EDITION  OF  999  SETS 


How  can  you  improve  the  very 
best  in  top  quality  business 
planners?  BusinessWeek, 
known  for  their  elegantly 
styled,  highly  functional  desk 
and  pocket  planners,  has  found 
the  way.  And  now,  so  have  you. 

PLANNERS  WITH  A  PLUS 

The  prestigious,  super  luxurious 
PRESIDENTIAL  PLANNER  SET 
takes  the  art  of  bookbinding  to  new 
Umits:  meticulously  bound  in 
supple,  premier-gi'ade  navy  blue 
leather,  each  Planner  is  beautifiiUy 
appointed  with  thick,  hand-tooled 
silver  metal  comer  guards,  two 
blue  silk  page  markers,  and  elegant 
blue  moire  silk  endpapers.  The 
silver-edged  pages  give  your 
Planner  a  miiTor-like  shine. 

The  matched  Wallet  Planner  is 
covered  in  the  same  royal  blue 
moire  silk,  and  bound  pemianently 
into  its  navy  blue  leather  wallet,  with 
room  for  business  cai'ds,  impoilant 
notes  and  cash.  Silver-edged  pages, 
silver  metal  comer  guai'ds  (to  prevent 
your  often-used  planner  from  showing 
wear),  a  blue  silk  page  marker,  and  a 
sUm  silver-plated  jotting  pen  with  its 
own  holder  add  the  finishing  touches 
of  elegance  to  your  Wallet  Planner. 


Your  fiiU  riame  is  imprinted  in  silver  on  both  planners  at  no  extra  charge. 

ONLY  999  HAND-CRAFTED  SETS  AVAILABLE 

Don't  let  the  superb  presentation  of  the  Presidential  Set  fool 
you.  Inside,  you'll  find  a  very  practical  13-month  calendar, 
week-at-a-glance  spreads,  and  over  50  pages  of  essential 
business  data  plus  a  32  page  color  atlas.  No  wonder  so  many 
top  executives  snap  up  these  superb  Sets  so  quickly.  It's  first 
come,  first  served,  so  be  sure  you  reserve  your  1993  Set  now. 


r 


Desk  Planner  size:  IOV2"  x  SVa"  Wallet  Planner  size:  7%"  x  33/4" 


L 


YES— PLEASE  SEND  ME 


PRESIDENTIAL  PLANNER  SET(S)  at  $90.00  per  set. 


(Price  includes:  Imprinting  of  full  name  in  silver  on  both  Desk  and  Wallet  Planners,  handling  and  postage.) 
NOTE:  N.J.  Itesidents  please  add  T7c  sales  tax. 


Name  (Mr/Mrs/Ms). 

Company  

Address  


City  

State/Country 
Tel  No.  


Post  Code . 


Job  Title 


FULL  NAME  TO  BE 
SILVER  STAMPED 
(Please  print  cleaiiy)^ 


Check  enclosed  payable  to  'BusinessWeek  Planner' 

□  Bill  my  company  '  purchase  order  &  company  letterhead  required  1 

□  Charge  to:  ^  AMEX  ^DINERS       MASTERCARD  VISA 

Card  No. 


Signature - 
Exp.  Date  _ 


In  USA,  Credit  Card  holders  may  call 

TOLL  FREE 
800-722-9999 

ask  Operator  18  for  Planner  Dept.  BC4PR3. 
American  Express,  Diners  Club,  VISA,  and 
MasterCard  accepted. 


To  order,  make  your  check  payable  to 
BUSINESSWEEK  PLANNER  and  send  to: 
Dept.  BC4PR.3 

P.O.  Box  8035,  Brick,  N.J.  08723  U.S.A.,  Fax  201 461 9808 

P.O.  Box  13,  Great  Missenden,  Bucks,  HP16  ODQ,  ENGLAND 
Fax 44-494-890757 

Suite  C,  22nd  Floor,  Yiko  Industrial  Building,  10  Ka  Yip  Street 
Chaiwan,  HONG  KONG,  Fax  852  5589246 


nvestment  Figures  of  the  Wee 


mWENTARY 

r  spending  weeks  bracing  for 
inton  victory,  stock  and  bond 
stors— who  usually  prefer  Re- 
licons-reacted  with  restraint 
Nov.  4,  the  Dow  industrials 
sped  29  points,  just  less  than  1 
;ent.  After  an  early  rally,  bond 
es  slipped,  too,  and  both  short- 
I  ond  long-term  interest  rates 
;hed  upward.  Small  company 
ks  bucked  the  downtrend,  with 
Russell  2000  finishing  the  week 
0  gain  of  0.9%.  Word  is  that 
Clinton  economic  plan  would 
efit  small  companies. 


STOCKS 

Oct       Apr.       Oct.    Oct.  29  Nov  4 


BONDS 

Oct       Apr       Oct    Oct.  29-Nov.  4 


1460  100 


 >■  r  i-  M' 


.106 

1400 


1-week  change 
-0.7% 


52-week  chonge 
+  3.5% 


1-week  change 
-0.7% 


THE  DOLLAR 

Oct        Apr        Oct     Oct.  28-Nov.  4 


52-week  change 
-1-2.7% 


1  -week  chang 
■H.2% 


lARKET  ANALYSIS 


%  (hange 

.  STOCKS 

Latest 

Week 

S  2- week 

If  JONES  INDUSTRIALS 

3223.0 

-0  9 

6.1 

COMPANIES  (Russell  1000) 

222.0 

-0.4 

8.0 

IL  COMPANIES  (Russell  2000) 

199  6 

0.9 

8  2 

COMPANIES  (Russell  3000) 

236.5 

-0.3 

8.0 

%  (hange  (lo(al 

(urrency) 

(EIGN  STOCKS 

Latest 

Week 

52-week 

DON  (FINANCIAL  TIMES  100) 

2691  7 

1.6 

6.2 

YO  (NIKKEI  INDEX) 

17,065  2 

00 

-311 

ONTO  (TSE  COMPOSITE) 

3344.8 

0.3 

-5.3 

FUNDAMENTALS 

Latest 

Week  ago 

Year  ago 

90-DAY  TREASURY  BILL  YIELD 

3.08% 

3.01% 

4.74% 

30-YEAR  TREASURY  BOND  YIELD 

7.69% 

7.61% 

8.01% 

S&P  500  DIVIDEND  YIELD 

2.95% 

3.02% 

3.16% 

S&P  500  PRICE/EARNINGS  RATIO 

22.4 

22.4 

216 

TECHNICAL  INDICATORS 

latest 

Week  ago 

Reading 

S&P  500  26-week  moving  average 
Stocks  above  26-week  moving  overage 
Speculative  sentiment;  Put/call  ratio 
Insider  sentiment:  Vickers  sell/buy  ratio 

414.5 
47.2% 
0.40 
1.73 

414.4 

42.7% 
0.44 

1.73 

Positive 
Neutral 
Neutral 
Positive 

BRIDGE  INFORMATION  SYSTEMS  INC. 


JR-WEEK  LEADERS 

%  (hange 
4-week 

S2-week 

Strongest  stock  in  group 

%  (hange 
4-week  S2-week 

Pri(e 

OMMUNICATIONS  EQUIPMENT 

22.4 

1.8 

DSC  COMMUNICATIONS 

38.8 

216.3 

17 

^NUFACTURED  HOUSING 

19.7 

16.4 

FLEETWOOD  ENTERPRISES 

22.7 

15.9 

39  1/4 

RANSPORTATION  SERVICES 

18.0 

21.0 

FEDERAL  EXPRESS 

24  2 

17.8 

45  '/2 

TEEL 

17.5 

10.5 

NUCOR 

24  9 

54.3 

62  '/s 

HACHINE  TOOLS 

17.1 

66.2 

GIDDINGS&  LEWIS 

19.7 

615 

22 

liR-WEEK  LAGGARDS 

%  (hange 
4-week 

5  2- week 

Weakest  stock  in  group 

%  (hange 
4-week  52-week 

Pri(e 

IL  EXPLORATION  AND  PRODUCTION 

-8.0 

-29.5 

ORYX  ENERGY 

-12.6 

-34.5 

20  % 

OBACCO 

-6.3 

10.9 

AMERICAN  BRANDS 

-7.4 

2.4 

42  Va 

IIL  WELL  EQUIPMENT  AND  SERVICES 

-5.7 

-6.7 

SCHLUMBERGER 

-7.1 

-8  7 

62  Ye 

NTERNATIONAL  OIL 

-5  7 

-4  2 

ROYAL  DUTCH  PETROLEUM 

-7  7 

1.4 

82  5/8 

OMPUTER  SYSTEMS 

-5.3 

-23.9 

IBM 

-12.4 

-29  7 

69  '/a 

lUTUAL  FUNDS 


kDERS 

LAGGARDS 

■^week  total  return 

% 

Four-week  total  return 

% 

IIFS  LIFETIME  EMERGING  GROWTH 

13  4 

EQUITY  STRATEGIES 

-9.2 

OWEN  OPPORTUNITY 

12  3 

DFA  UNITED  KINGDOM  SMALL  COMPANY 

-8  9 

ILIANCE  TECHNOLOGY 

12.3 

UNITED  SERVICES  GOLD  SHARES 

-8.6 

veek  total  return 

% 

52-week  total  return 

% 

IDELITY  SELECT  SAVINGS  &  LOAN 

48.0 

LEXINGTON  STRATEGIC  INVESTMENTS 

-58.4 

lAKMARK 

41.8 

UNITED  SERVICES  GOLD  SHARES 

-50.3 

HORGAN  STANLEY  ASIAN  EQUITY 

41.1 

CAPSTONE  NIKKO  JAPAN 

-35  2 

S&P  500 
4-week  total  return 


MORNINGSTAR  INC 


Average  fund 


52  week  totol  return 


ElATIVE  PORTFOLIOS 


lar  amounts 
resent  the  present 
ue  of  $10,000 
ested  one  year  ago 
^ach  portfolio 


Hi 


centages  indicate 
-day  total  returns 


Treasury  bonds 
$11,175 

-0.29% 


U.S.  stocks 
$11,128 

+0.34% 


nil 


Money  market  fund 
$10,314 

+0.05% 


Gold 
$9,525 

-0.15% 


DATA  RESOURCES  INC 


Foreign  stocks 
$9,318 

-0.74% 


'Ola  on  this  page  are  as  of  market  close  Wednesday,  Nov  4,  1992,  unless  otfierwtse  indicated 
stry  groups  include  S&P  500  companies  only,  performance  and  sfiare  prices  are  as  of  market  close 


Nov  3,  Mutual  fund  returns  are  as  of  Oct  30.  Relative  portfolios  are  valued  as  of  Nov  3  A  more 
detailed  explanation  of  this  page  is  available  on  request. 
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ROLL  UP  YOUR  SLEEVES,  MR.  CLINTON... 


With  370  electoral  votes  under  his  belt,  Governor 
Bill  Clinton  has  the  go-ahead  to  get  to  work  on 
the  U.  S.  economy.  Ti'adition  gives  him  a  100-day 
window  of  opportunity  to  put  forward  a  program  that  Con- 
gress will  pass.  His  challenge  is  to  make  every  one  of  those 
days  count. 

Here,  George  Bush's  bad  luck  is  Bill  Clinton's  good  luck.  It 
probably  cost  Bush  the  election,  but  four  years  of  tough 
times  have  reduced  inflation,  lowered  interest  rates,  and 
forced  American  companies  to  shed  workers  and  otherwise 
improve  productivity.  Thus,  Bush  has  created  a  set  of  eco- 
nomic conditions  that  Clinton  can  use  to  gi'eat  advantage. 
The  new  R'esident  can  start  the  economy  gi'owing  again  with 
a  greatly  reduced  I'isk  of  rekindling  inflation,  thereby  avoid- 
ing the  excesses  that  dogged  the  fast-growth  years  of  the 
1980s. 

With  the  economy  in  a  position  to  gi'ow  again,  we  urge  the 
President-elect  to  keep  his  pledge  of  a  new,  centrist  Demo- 
cratic Party.  That  means  resisting  pressures  for  a  big  dollop 
of  fiscal  stimulus,  making  good  on  his  promise  of  trimming 
100,(XK)  jobs  out  of  the  federal  civil  service,  and  appointing  in- 
dividuals with  high  credibility  in  the  world  financial  markets. 
In  this  spirit,  Alan  Greenspan,  whatever  his  faults,  should  be 
urged  to  stay  on  at  the  Federal  Reserve. 

In  his  campaign,  Clinton  called  for  limited  stimulus  to 
growth.  Fine.  BUSINESS  WEEK  has  long  supported  invest- 
ment stimulus  of  this  kind.  He  wants  a  sustained  investment 
in  the  infi'astructure,  and  we  agree  the  economy  needs  it. 
But  whatever  Clinton  does  must  be  consistent  with  his  com- 
mitment to  cut  the  federal  deficit  in  half  over  four  years. 
Ross  Perot's  startling  performance  proves  that  the  voters 
want  deficit  reduction. 

To  tackle  this  375  l)illion-pound  gorilla,  Clinton  will  need 
the  best  l)ackup  team  available,  and  his  record  of  picking 


aides  for  his  first-rate  campaign  is  encouraging.  So  are 
quality  names  being  floated  in  the  early  betting  for  a  Clii 
economic  team.  Robert  E.  Rubin,  co-chairman  of  Goldnja, 
Sachs  &  Co.,  could  be  headed  for  the  Ti-easury  Dept.,  wl* 
he  would  be  a  strong  proponent  of  a  deficit-reduction  pit 

And  if  House  Budget  Committee  Chairman  Leon  E.  Pai' 
ta  (D-Calif.)  should  get  the  tap  as  Director  of  the  Offic^: 
Management  &  Budget,  he  has  a  little  list  of  outdated  o 
grams  that  would  never  be  missed.  It's  a  cinch  that  a  l(i; 
going  to  depend  on  Ti'easury  and  the  OMB,  where  the  dep. 
ing  Nicholas  Brady  and  Richard  Darman  proved  to  be  li  t 
ities  in  George  Bush's  struggle  to  revive  the  economy. 

Clinton  must  also  move  swiftly  onto  the  world  sc  i 
where  he  lacks  the  l)ackgi'ound  he  has  on  domestic  is:- 
Here,  too,  a  first-rate  appointment  to  head  the  State  T 
can  inake  a  huge  difference.  Whether  it's  Carter  Admini: 
tion  State  Dept.  veteran  Warren  Christopher,  House 
eign  affairs  specialist  Lee  H.  Hamilton  (D-Ind.),  or  som^ 
else,  the  nod  must  go  to  a  person  with  loads  of  exper 
But  the  leader  of  the  Free  World  sits  in  the  Oval  Office 
in  Foggy  Bottom,  and  as  soon  as  Clinton  takes  over 
Presidency,  he  must  meet  quickly  with  important  w 
leaders  to  set  about  building  personal  relationships 
them.  All  the  backup  he  will  have  from  the  White  H« 
staff  and  State  can't  substitute  for  first-hand  impressioii 
foreign  leaders  and  their  mettle— or  lack  of  it. 

Bill  Clinton  has  the  intelligence,  instincts,  and  drive  li: 
a  first-rate  President.  There  are  many  problems  to  be  )t 
led,  and  the  all-out  Clinton  campaign  leaves  no  doubt  th!|: 
will  throw  himself  into  his  job  with  boundless  energy.  I 
first  100  days,  while  the  honeymoon  still  lingers,  we'd  li 
see  him  apply  those  formidable  skills  to  improving  the 
omy  and— inextricably  linked  to  the  economy— the  U.  S 
and  responsibilities  as  a  great  world  power. 


...AND  YOU  TOO,  CORPORATE  AMERICA 


C()ri>()rate  profits  are  up,  and  with  any  uptick  in  the 
economy,  the  stage  could  be  set  for  substantially  bet- 
ter earnings  next  year.  In  the  third  quarter  of  1992, 
earnings  of  the  900  companies  in  the  business  WEEK  Corpo- 
rate Scoreboard  were  up  31%  (page  106). 

For  the  first  nine  months  of  1992,  corporate  profits  were 
up  19%,  compared  with  a  drop  of  17%  in  the  first  nine 
months  of  1991.  And  this  was  not  just  the  result  of  downsiz- 
ing and  lower  interest  rates  and  fuel  costs:  Scoreboard  sales 
were  up  5%  for  the  first  nine  months. 

This  is  an  impressive  showing,  considering  the  tough  busi- 
ness climate.  And  since  European  and  Japanese  earnings 
are  a  disaster  scene,  you  could  argue  that  U.  S.  managers  on 
the  whole  are  dealing  with  the  sluggish  global  economy  bet- 
ter than  their  counterparts  overseas.  It's  true  that  it  has 
l)een  painful,  with  lots  of  jobs  eliminated  and  businesses 


folded.  But  the  bottom  line  is  that  all  the  restructuril 
working  and  helping  to  boost  U.  S.  pi'oductivicy  againj 
foreign  rivals. 

That's  the  good  news.  The  bad  news  is  that  many 
ican  companies  also  need  to  restructure  for  growthJ 
ting  new  pi'oduct  efforts  and  R&D  into  high  gear.  One  i| 
tant  new  study  suggests  that  a  dollar  of  private  R&D  spe 
is  seven  times  more  potent  in  increasing  the  produc 
growth  rate  than  a  dollar  invested  in  plant  and  equip! 
The  fact  is  that  by  moving  aggressively  to  get  leaij 
mean,  U.  S.  companies  have  won  a  financial  advantage 
their  overseas  adversaries,  and  at  a  time  when  the 
and  labor  rates  are  favorable.  But  they  need  to  get  oil 
exjiloiting  that  advantage— which  will  only  lie  temporary,| 
gressive  restructuring  to  slash  costs  is  not  followed  up 
stronger  investment  in  future  technologies  and  product! 
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HOW  A  QUI 
TELECOMMUNICATIONS 
GIANT  KEEPS  AMERICA'S 
BELLS  RINGING. 


TO  TAKE  SHAPE  bIKAIfcbltb  ►  GUCCI  ►BURGER  KING 

1  NESS  WEEK 

2  November 


Radical  change  is 
sweeping  the 
computer  business  - 
with  plummeting 
prices,  vanishing 
margins,  and  ultra-short 
product  cycles.  The  big 
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computer  makers, 
especially  IBM  and 
DEC,  are  scrambling 
to  restructure  them- 
selves. And  no  company, 
big  or  small,  can  escape 
from  constant  cost-cutting. 
A  whole  new  computer 
industry  is  taking  shape. 
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PRODUCTION 

Change  from  last  week:  0  2% 
Change  From  lost  year:  2.0% 

190  


1 967^  1 00  (four-week  moving  average) 


LEADING 

change  from  last  week:  0.1% 
Change  from  last  year;  4.8% 
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The  production  index  mcreosed  during  the  week  ended  Oct  31,  On  o 
seasonally  adjusted  basis,  output  levels  of  paper  and  lumber  as  well  as  rail-freight 
troffic  rose.  Auto,  truck,  electric  power,  cool,  ond  paperboard  production  fell, 
however,  and  steel  and  crude-oil  refining  output  were  unchanged  Before  calculation 
of  the  four  week  moving  overage,  the  index  dropped  to  183  8,  from  a  revised 
184  1    In  October,  the  index  rose  to  183  1,  from  182  9  in  September 

BW  production  mdex  copyright  1992  by  McGraw-Hill  Inc 


The  leading  index  was  virtuolly  unchanged  during  the  week  ended  Oct  3 ) 
Stock  prices  were  up  shorply,  and  improvement  in  the  growth  rates  of  real  esfate 
loons  and  M2  were  also  positive  These  signals  were  offset  by  higher  bond  yields 
and  foiling  materials  prices  Business  failures  were  unchonged.  Before  colculotion  of 
the  four  week  moving  overage,  the  index  rose  to  217.4,  from  216  For  the  entire 
month  of  October,  the  index  edged  up  to  216.7,  from  September's  216.5  level. 

Leoding  index  copyright  1  992  by  Center  (or  International  Business  Cycle  Reseorch 


Latest 
week 

Week 
ago 

%  Change 
year  ago 

STEEL  (11  /7)  thous.  of  net  tons 

1,674 

1,750# 

-4.3 

AUTOS  111/7)  units 

125,012 

127,226r# 

1.8 

TRUCKS  (11/71  units 

88,276 

97,892r# 

10  8 

ELECTRIC  POWER  (l  l/7)  millions  of  kilowatl-hours 

NA 

53,921# 

NA 

CRUDE-OIL  REFINING  (i  i/7i  ihous.  of  bbl /day 

13,539 

13,576# 

7  2 

COAL  (10/31)  thous.  of  net  tons 

18,959# 

19,205 

-2  2 

PAPERBOARD  ( 1 0/3 1)  thous  of  tons 

799.0# 

809  3r 

0  1 

PAPER  (10/31)  thous.  of  tons 

804  0# 

792. Or 

0  2 

LUMBER  (10/31)  millions  of  ft. 

485. 6# 

476.5 

-1.9 

RAIL  FREIGHT  (10/31)  billions  ofton-miles 

22. 1# 

22.0 

6.3 

Sources:  American  Iron  &  Steel  Institute,  Ward's  Automotive  Reports,  Edison  Electric  Institute, 
American  Petroleum  Institute,  Energy  Dept.,  American  Paper  Institute,  WWPA',  SFPA',  Association 
of  American  Railroads 

latest 
week 

Week 
ogo 

Year 
ago 

JAPANESE  YEN  (ii/ii) 

124 

123 

130 

GERMAN  MARK  (ii/ii) 

1.59 

1.57 

1.63 

BRITISH  POUND  (ii/ii) 

1  52 

1.54 

1.77 

FRENCH  FRANC  (ii/ii) 

5  36 

5.31 

5.58 

CANADIAN  DOLLAR  (ii/ii) 

1  27 

1.25 

1.13 

SWISS  FRANC  (11/11) 

1.43 

1 .40 

1.45 

MEXICAN  PESO  (ii/li)' 

3,122 

3,1  10 

3,072 

Sources:  Ma|or  New  York  bonks  Currencies  expressed 
pound  expressed  in  dollars 

n  units  per  U 

S  dollar,  exce 

)t  for  British 

PRICES 

Latesi 
week 

Week 
ogo 

%  Change 
year  ago 

GOLD  (1  1/1  1)  $/troyoz. 

331.150 

337  800 

-7.1 

STEEL  SCRAP  (l  I/IO)  #1  heovy,  S/ton 

89.00 

89.50 

-5.3 

FOODSTUFFS  (n/9)  mdex,  1967=100 

199.5 

197.1 

-2  5 

COPPER  (ii/7)</lb. 

104.2 

105.0 

-6.2 

ALUMINUM  (ii/7)c/ib 

52  6 

53.3 

-1.5 

WHEAT  (11/7)  #2  hard,  $/bu 

3  65 

3  56 

-2.4 

COiTON  (11/7)  strict  low  middling  11/16  in  ,  C/lb 

49.39 

47.33 

-10.5 

Sources:  London  Wednesday  final  setting,  Chicogo  market.  Commodity  Research  Bureau,  Metals 
Week,  Konsas  City  market,  Memphis  market 
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Latest 
week 

Week 
ago 

%  Change 
year  ago 

STOCK  PRICES  (ii/6)S&P500 

419.14 

419  26 

7.2 

CORPORATE  BOND  YIELD,  Aaa  (11/6) 

8.12% 

8.07% 

-5.0 

INDUSTRIAL  MATERIALS  PRICES  (11/6) 

96.3 

96.3 

0.8 

BUSINESS  FAILURES  (10/30) 

395 

397r 

-1.3 

REAL  ESTATE  LOANS  (10/28)  billions 

$399.0 

$397.5r 

-1,7 

MONEY  SUPPLY,  M2  (10/26)  billions 

53,433  8 

$3,430.3r 

1.1 

INITIAL  CLAIMS,  UNEMPLOYMENT  (10/24)  thous 

360 

376r 

-14.5 

Sources:  Standard  &  Poor's,  Moodys,  Journal  of  Commerce  [index:  1V80=100),  Dun  &  Brad- 
street  (failures  of  large  companies).  Federal  Reserve  Board,  Labor  Dept.  CIBCR  seasonally  adjusts 
data  on  business  failures  and  real  estate  loans 

MONTHIY  ECONOMIC  INDiarORS 

Latest 
month 

Month 
ago 

%  Change 
year  ago 

BUSINESS  WEEK  PRODUCTION  INDEX  (Oct) 

183.1 

182.9r 

2.0 

BUSINESS  WEEK  LEADING  INDEX  (Oct ) 

216.7 

216.5r 

4.8 

EMPLOYMENT,  CIVILIAN  (Oct )  millions 

1 17.6 

1  17.7 

0.6 

UNEMPLOYMENT  RATE,  CIVILIAN  (Oct ) 

7.4% 

7.5% 

7.2 

Sources:  BW,  CIBCR,  BLS 

MONETARY  INDiaHORS 

Latest 
week 

Week 
ago 

%  Change 
year  ago 

MONEY  SUPPLY,  Ml  ( 10/26) 

$1,009  1 

$1,005. 2r 

14.2 

BANKS'  BUSINESS  LOANS  (10/28) 

276.6 

276.7r 

-7  6 

FREE  RESERVES  (10/28) 

86  Ir 

967r 

-9  9 

NONFINANCIAL  COMMERCIAL  PAPER  (10/28) 

146.3 

146.0 

9.8 

Sources:  Federal  Reserve  Board  (in  billions,  except  for  free  reserves, 
hwo-week  period  in  millions) 

which  ore  expressed  for  a 

MONEY  MARKET  RATES 

Latest 
week 

Week 
ago 

Year 
ago 

FEDERAL  FUNDS  (ii/io) 

2.98% 

3.09% 

4.74% 

PRIME  (11/11) 

6  00 

6.00 

7.50 

COMMERCIAL  PAPER  3-MONTH  (II/10) 

3.60 

3.49 

5.00 

CERTIFICATES  OF  DEPOSIT  3-MONTH  (ii/ii) 

3.53 

3.41 

4.98 

EURODOLLAR  3-MONTH  (ii/7) 

3  46 

3  46 

5.25 

Sources:  Federol  Reserve  Board,  First  Boston 


#Raw  data  in  the  production  indicators  are  seasonolly  adjusted  in  computing  the  BW  index  (chart);  other  components  (estimated  and  not  listed)  include  machinery  and  defense  equipment. 
1  ^Western  Wood  Products  Assn.     2  ^Southern  Forest  Products  Assn      3  ^  Free  market  value     NA^Not  available     r  =  revised     NM^Not  meaningful 
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One  saves  time.  One  saves  California. 


You  may  think  tossing  away  paper  products  is  o.k.  because  they're  biodegradable.  Well, 
:'s  not.  Our  landfills  are  now  so  conjestea  nothing-no  matter  how  natural-is  fully  breaking  down. 

You  can  help,  though.  Don't  use  a  paper  towel  once  when  a  cloth  can  be 
ised  a  hundred  fimes.  That  way  while  you  clean  at  home,  you'll  also  be  cleaning 
ipthe  environment. 
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Blue  Shield  of  Cal 


Hard  As 


Dave)  Class 


Working  Hard  and  Smart  Makes  David 
One  Of  Class  Termite  and  Pest 
Control's  Most  Valuable  Assets 


S 


mall  companies  1-enow  tKe  value  of  a  liig'  idea. 
LiJ^ie  Davacl  s  idea  to  set  up  a  termite  and  pest 
identification  center. 

Many  of  Class  Termite's  clients  want  to  Lnow 
aU  tkev  can  about  wliat's  liUj^^in^  them.  Witli 
tke  insect  museum,  customers  can  accurately 
laen  tif\'  tlie  creepy  culprit  from  a  line-up  of 
tlie  visual  suspects.  Involvement  in  tke  process 
makes  tke  client  as  kappy  as  a  kug'  in  a  ru^,  and 
enkances  Class  Termite's  reputation  for  strong 
customer  servTce. 

As  class  Termite  knows,  a  valuakle  resource  like 
David  deserves  a  quality  kealtk  plan.  Especially 
in  times  lil^e  tkese,  wken  tke  pressure  to  produce 
more  for  less  seems  greater  ever\'  dav. 


"Our  termite 


AND  PEST 


DISPLAY  HELPS 
US  IDENTIFY 
EXACTLY  WHAT 
BUGS  OUR 


■  Uc  Blue  ShicU  IIMO  is  aixiiUlc  111  most  of  California. 
iJcas  Thai  Work  is  a  Service  Mark  of  Blue  ShielJ  of  California. 
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ORKS  Every  Bit  As 


Working  Hard  and  Smart, 

Blue  Shield  OF  California  Offers 

Health  Plans  for  Companies  of  all  Sizes. 

Witli  a  50  year  liistory  of  working  as  hard  as  tke 
people  it  protects,  Blue  Skield  of  Calif  omia  offers 
kealtk  plans  for  companies  of  all  sizes  —  even  groups 
witk  as  few  as  two  employees. 

Witk  tke  Bkie  Skield  Preferred  Plan,  employees  g'ain 
access  to  one  of  tke  state's  largest  provider  networks. 
And  witk  tke  Blue  Skield  HMO!  your  people  receive 
rekakle  Blue  Skield  coverage  witk  no  deductikles,  and 
kttle  or  no  copayments. 

Botk  plans  —  ky  tkemselves  or  tog'etker  as  a  Dual  Opt  ion 
program  —  offer  a  wide  range  of  optional  kenefits  and 
nea  Itk  promotion  programs.  Plus,  we  ckallenge  any 
nea  Itk  pi  an  to  keat  our  commitment  to  service. 


i  t  K  r 
^  (WORKER) 


LL I  TERMES 

i<  GEN:  TERM  I  'TIS 

\  ...        ^.  "I    :     i  ;  '> 

b  I  /..  t.  I     .1  H 


Like  class  Termite,  Blue  SincU 
places  great  emphasis  on 
consumer  eJucation. 


For  More  Information  Call  Your  Broker 
OR  call  Blue  Shield  of  California 
AT  1-800-624-51  50,  EXT.  872. 


J 


Blue  Shield  of  California 

ideas  That  V^rk"" 


Blue  Shield 

of  California 
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CALIFORNIA 


Yes!  I  would  like  a  tree  prospectus  containing  more 
complete  information  on  the  Franklin  California 
Tax-Free  Income  Fund,  including  charges 
and  expenses.  I  will  read  it  carefully 
before  I  invest  or  send  monev. 


I  am  currently  a  Franklin  shareholder. 


Name 


Addi 


JK  A  N  k  L  I  N  S 

PHILOSOPHY:  WITH 
MONEY  AND  FINANCIAL 
PLANNING,  PRUDENCE 
COMES  FIRST. 


CURRENT 

yield' 

5.95''^ 

AVERAGE  ANNUAL  TOTAL 
RETURNS"* 

1-Year  4.22'^' 
.5-Year  8.44'''' 
lO-Year  8.72% 

TA.X.\BLE 

equivalent 
yield" 

9.51^^ 

Franklin  is  an  established 
leader  in  offering  investors 
tax-free  mutual  funds. 
♦ 

If  you  seek  high  current 
income  that  is  double  tax- 
free,  consider  the  Franklin 
California  Tax-Free  Income 
Fund."  It  is  a  profession- 
ally managed  portfolio  of 
m  u  n  i  c  i  p  a  1  b  o  n  tl  s  . 

Call  vour  investment  advisor 
or  Franklin  today. 

1-800-342-FUND 
EXT  1667 


C:it)/State/Zip 


Daytime  Phone 


FRANKLIN  DISTR 

Member  $64  Billion  Franklin  Group  of  Funds® 


IBUTORS,  INC. 

777  Mariners  Island  Blvd.,  Sail  Mateo,  C; A  ^)4404-  l  .oS,") 


BUK92 


t  Yield  based  on  earnings  of  the  fund's  portfolio  during  the  .30  days  ended  9/.30/92. 

I I  Assumes  the  37.4%  combined  federal  and  (Jaiifoniia  state  income  tax  rate  for  1992. 

I I I  Returns  for  the  period  ended  9/.30/92  include  the  maxinnnn  4%  sales  charge  and  assume  reinvestment  of  dividends  at  the  of  fering  price 
and  capital  gains  at  net  asset  value.  Investment  return  and  principal  value  will  fluctuate  so  that  your  shares,  when  redeemed,  may  be  worth 
more  or  less  than  their  original  cost.  Past  performance  cannot  guarantee  hiture  results. 

"For  investors  subject  to  the  alternative  niinimnm  tax  (AMT),  a  small  portion  of  die  income  may  be  subject  to  federal  and  state  AMT. 
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When  this  loggirh 
turtle  washed  Up  1^0(nK} 
from  home,  wej^^^ 


THE  AIRLINE  OF  CHOICE 
F€R  BUSINESS  TRAVELERS  AND 

\  Endangered  Species: 


THK  BUSINESS  1  RAVHI  HRS  WHO  PRIZH  Alaska  Airlines"  special  treatment 
and  intelligent  service  aren't  alone.  Last  year,  the  same  kind  of  service  came  to  the 
aid  of  a  hypothermic  sea  turtle.  It  had  washed  up  on  the  Washington  coast 
ill  and  far  from  its  home  in  Mexico.  After  rehabilitation,  we  took  the  extra 
steps  needed  to  fly  it  home  healthy,  on  one  of  our  flights. 


Meeting  even 
unusual  needs  is 
one  reason  we're 


Kxceptional  service  like  this  really  isn't  unusual  on  Alaska  Airlines.  Our  \\  '-^"^'^^^"^^y  '^'^'^^ 

\\    the  best  U.S. 


people  are,  in  fact,  widely  known  for 
being  more  capable  and  more  flexible. 

Our  selection  standards  are  one 
reason  for  that.  To  fill  240  flight  atten- 
dant positions,  we  talk  to  4,500  people. 


And  we're  also  highly  selective  with 
ticket,  reservation,  and  gate  agents. 

With  that  in  mind,  we  give  appli- 
cants for  both  agent  and  attendant 
positions 
a  rigorous 

service-skills  test.  And 
although  it's  a  widely  used  test,  the 
firm  that  handles  it  has  had  to  create 
significantly  higher  scoring  standards 
to  meet  our  requirements. 

Passengers  who  fly  with  Alaska 
Airlines  apparently  notice  the  differ- 
ence. Because  for  several  years  running, 
we've  been  voted  the  best  U.S.  airline 
in  numerous  readers' polls. 

And  while  sea  turtles  and  the 
occasional  otter  we  carry  can't  vote, 
we  suspect  they'd  agree. 

To  experience  special  treatment 
yourself,  contact  your  travel 
agent  or  Alaska  Airlines  at 
1-800-426-0333. 


airline  in 


Businessweek 


rOR-IN-CHIEF:  Stephen  B.  Shepard 
WAGING  EDITOR:  John  A  Dierdorfl 
EF  ECONOMIST:  William  Wolman 

ISTANT  MANACiNG  EDITORS: 

)cn  J  Dowling.  Mark  Morrison.  G  David  Wallace 

'  DIRECTOR:  Malcolm  Frouman 

■OR  EDITORS:  Bob  Arnold.  Robert  Barker.  Frank  J  Comes, 
ith  H  Dobrzynski.  Marc  Frons.  Geoff  Lewis.  Giro  Scotti. 
k  N   Vamos.  Lee  Walczak  (Washington).  Chris  Welles. 

mcur  Zucker 

rORIAL  PAGE  EDITOR:  John  E.  Pluenneke 

EF  OF  CORRESPONDENTS:  Keith  G  Felcyn 

ERNATIONAIIDITION:  William  J  Holstein  (Editor).  Elizabeth 
ner  (Sr  Editor) 

lOR  WRITERS:  John  A  Byrne.  James  E,  Ellis  (Chicago), 
am  Glasgall,  Gene  G  Marcial.  Bruce  Nussbaum.  John 
rson.  Karen  Pennar.  Otis  Port 

OCIATE  EDITORS:  Duane  E  Anderson.  Catherine  Arnsl. 
jre  A  Depke.  Amy  Dunkin.  Jeffrey  M,  Laderman.  William  D 
bach,  John  Meehan 

ECTOR  EDITORIAL  OPERATIONS:  Thomas  J  Reed 

rURE  EDITOR:  Lawrence  Lippmann 

lOR  ART  DIRECTOR:  Laura  Baer 

ECTOR  OF  SYSTEMS:  Claire  Conte  Worley 

MOMICS:  James  C  Cooper  (Sr  Economist/Business  Outlook  edi- 

h  (thi.  en  Madigan  (Assoc  )  Christopher  Farrell.  Michael  J  Mandel 

 1)11'  N  editors)  Gene  Koretz  (Economic  Trends  editor) 

ARTMENT  EDITORS:  Books:  Denise  Demong  Corporate  Fi- 
ce:  Larry  Lighl  Industries;  Ttiane  Peterson  Information  Pro- 
sing: Jonn  w  Voniv  International  News:  Peter  Gaiuszka  Inler- 
onal  Outlook:  Sl.irtlev  Reed  Investment  Banking:  Leah 
lans  Spiro  Legal  Affairs:  fylichele  Galr-n  Marketing:  Christopher 
er  Markets  &  Investments:  Gary  Weiss  Media:  Mark  Landler 
rs:  Harris  collingwood  People;  t^ichaoi  Oneai  Personal  Busi- 
5;  Donald  H  Dunn,  Joan  Warner  Science:  Lmily  T  Smilli  Score- 
rds:  Fred  F  Jespersen  Social  Issues:  Troy  Segal  Technology: 
r  Coy  Transportation;  Andrea  Rothman  The  Workplace; 
in  Bernstein 

FE  EDITORS:  Naomi  Freundlich.  Evan  I  Schwartz.  Ron  Stodghill  II. 
el  Touby.  Suzanne  Woolley.  Laura  Zinn  Paul  M  Eng  (Asst  editor) 
T  EDITORS:  Harry  Maurer.  Michael  Mercuno  (Depuly  chiefs), 
ence  Crowlher.  (Asst  chief).  Tim  Belknap.  Aleta  Kaufman.  Marc 
r.  Jack  Bobbins.  Jim  Taibi  (Sr  copy  editors).  Pam  Black.  Carl 
sns.  Hardy  Green.  Cynthia  McClean.  David  Pengilly.  Malka  Percal, 
3  Royalty,  Dalia  Kandiyoti  (Asst  copy  editor).  Gail  Fowler.  Aida 
ario  (Researchers) 

iDUCTION  COPY  EDITORS:  Donald  Halsband  (Chief).  Hallberg 
nundsson,  Celine  Keating.  Robert  S  Norman;  Lawrence  Dark 
Slottner 

:  Steven  Taylor  (Deputy  director),  Cynthia  Friedman,  Francesca 
sina.  Jay  Petrow  (Assoc  directors).  Alice  Cheung.  Craig  Socia 
t  directors)  Graptiics;  Arthur  Eves  (Director).  Joan  Danaher 
luty  director).  Rob  Doyle  (Sr  Illustrator).  Alberto  Mena,  Ray 
I  (Illustrators),  Jaime  Beauchamp  (Computer  artist)  Produc- 
;  Stephen  J  Romeo  (Mgr ),  Annette  Kennedy  (Asst  mgr ) 
TCS:  Scott  Mlyn  (Deputy  Picture  editor),  Todd  James,  Lauren 
kbower,  Ronnie  Weil  (Assoc  Picture  editors),  Bettina  Baudoin 
s),  Anne  Murray  (Asst  Picture  editors)  Kathleen  Daly  (Research- 
Joan  Clark  (Traffic),  Lawrence  Crowe  (Librarian) 
'ORIAL  OPERATIONS:  Richard  Baleslrino,  A  Peter  Clem,  Yvonne 
■iguez  (Production  managers)  Thomas  R  Dowd.  Sharon  L  Eng. 
I  Lee.  Jose  L  Martin.  Jane  Perkinson.  Craig  Sturgis,  Karen 
k.  Use  V  Walton.  Nicholas  White  (Makeup  editors).  Felix  Lindicy. 
jrdo  Torres  (Asst  makeup  editors)  Donald  C  Pearson  (Traffic 
ager).  Bruce  M  Arnold.  Leo  Corbie.  Stephen  R  Lebron  (Produc- 
assls ) 

RESPONDENTS:  Atlanta:  Chuck  Hawkins  (Mgr)  Boston;  Mark 
;moni  (Mgr ).  Gary  McWilliams.  Geoffrey  Smith  Chicago;  Kevin 
'  (Deputy  Mgr ).  Julia  Fiynn.  David  Greising,  Lois  Therrien  Cleve- 
I;  Zachary  Schiller  (Mgr  |  Connecticut;  Tim  Smart  (Mgr ),  Lisa 
:oll  Dallas;  Wendy  Zellner  (Mgr ),  Stephanie  Anderson  Forest 
•Qit;  Kathleen  Kerwin  (Mgr ),  James  B  Treece  (Sr  Correspon- 
).  David  Woodruff  Los  Angeles;  Ronald  Grover  (Mgr ).  Larry 
strong  (Sr  Correspondent),  Amy  Barrett,  Enc  Schine  Miami;  Gail 
leorge  (Mgr  )  Philadelphia;  Joseph  Weber  (Mgr  |  Pitts- 
jti;  Stephen  Baker  (Mgr ),  Maria  Mallory  San  Francisco: 
iell  Mitchell  (Mgr),  Richard  Brandt,  Joan  O'C  Hamilton.  Robert 

Kathy  Rebello  Seattle;  Don  Jones  Yang  (Mgr )  Washington; 
hen  H  Wildstrom  (Sr  News  Editor),  Stan  Crock  (News  Editor). 

Borrus.  Bnan  Bremner.  John  Carey.  Dean  Foust.  Susan  B 
and.  Howard  Gleckman.  Douglas  Harbrecht.  Peler  Hong.  Mark 
yn,  Paul  Magnusson,  t.i1ike  McNamee,  Michael  Schroeder, 
erine  Yang  Christina  Del  Valle  (Assi  editor)  Bonn:  John 
pieman  (Mgr),  Gail  Schares    Hong  Kong: Joyce  Barnathan 

),  Pete  Engardio  London:  Richard  A  Melcher  (Mgr ),  Paula 
er  Mexico  City;  Geri  Smith  (Mgr )  Moscow:  Rose  Brady  (Mgr ) 
s;  Stewart  Toy  (Mgr ),  Bill  Javetski,  Jonathan  B  Levine  Rome; 
1  Rossant  (Mgr )  Tokyo:  Robert  Nell  (Mgr ),  Neil  Gross,  Larry 
oke,  Karen  Lowry  Miller  Toronto:  William  C  Symonds  (Mgr ) 
rORIAL  SERVICES:  Broadcasting:  Ray  Hoffman  Business 
lager;  Barbara  Boynton  Information  Services:  Jude  T  Hayes 
ctor),  Judi  Crowe  (Asst  editor),  Fred  Katzenberg,  Joyce  E 
)atrick,  Xualin  Soong  Office  Manager:  Roselyn  Kopit  Public 
itions:  Chnstine  Summerson,  Josephine  Coppola  Readers  Re- 
::  Zenobia  Brown  Reprint  Permission;  Lawrence  Clayton  Sys- 
s:  Ina  L  Kichen  (Mgr ),  Mane  Brown,  Courtenay  Eddy,  Marta 
l|a  

USHER:  John  W  Patten 

VP,  OPERATIONS:  Gary  B  Hopkins 

VP,  ADVERTISING  SALES:  Karl  A  Spangenberg 

INTERNATIONAL:  Gerd  Hinske 

CIRCULATION:  Kitty  Carroll  Williams 

DIRECTOR  OF  MARKETING:  Cara  Erickson 

,  SALES:  Constance  E  Bennett  (Northeastern  Region).  G  Jarvis 

in  III  (Atlantic  Region),  Dan  Dunn  (Chicago).  Louis  R  Mohn  (San 

ICISCO) 

TROILER:  Gary  M  Singer 

ECTOR,  ADVERTISING  BUSINESS:  Linda  F  Can/alho 
ECTOR,  PRODUCTION:  Mario  J  Talluto 


BEGGING  TO  DIFFER 

WITH  B-SCHOOL  RATINGS  

Your  business-school  rankings  in 
"The  best  B-schools"  (Cover  Story, 
Oct.  26)  have  a  bit  more  substance  than 
college  football  rankings — but  not  much. 
At  least  football  teams  occasionally  play 
each  other. 

If  you  want  to  rank  B-schools  on  two 
measures,  pick  the  impact  of  the  faculty 
on  the  advancement  of  knowledge  and 
the  career  success  of  the  graduates. 
Both  would  take  a  lot  more  work  on 
your  part,  but  the  results  would  far  sur- 
pass the  superficiality  of  your  current 
surveys. 

Preston  Townley 
President  and  CEO 
Conference  Board 
New  York 

As  students  at  the 
University  of  Chica- 
go's Graduate  School  of 
Business,  we  were  disap- 
pointed that  you  again 
ranked  Northwestern 
University's  J.  L.  Kellogg 
Graduate  School  of  Man- 
agement ahead  of  Chica- 
go. Perhaps  you  neglect- 
ed to  consider  our  hot-selling  T-shirt, 
"The  top  10  reasons  why  Kellogg  is  for 
losers": 

(10)  Masters  of  Management:  fast-food 
diet  for  business  lightweights. 

(9)  Meet  lots  of  nice  people  and  learn 
lots  of  neat  stuff. 

(8)  Think  Beta  is  a  fraternity. 

(7)  Learn  how  to  eat  Corn  Flakes  in 
marketing  class. 

(6)  Get  toy  surprise  with  diploma. 

(5)  Favorite  class:  checkbook  account- 
ing. 

(4)  The  Rollerblade  MBA:  Here  today, 
gone  tomorrow. 

(3)  Receive  complimentary  lunches  at 
corporate  meetings  and  think  that 
they're  free. 

(2)   Question:   What   is   a  "random 
walk"?  Answer:  A  dance  step. 
(1)  Next  Nobel  prize  will  be  their  first. 

Don  Kempf 
Jim  Thomas 
Chicago 
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'hen  I  decided  two  years  ago  to 
take  my  MBA  at  the  University  of 
Virginia,  BUSINESS  WEEK  said  that  the 
Darden  Business  School  was  the  14th- 
best  business  school  in  the  nation.  Natu- 
rally, I  was  pleased  to  see  Darden  climb 
to  No.  11  in  your  latest  rankings.  I 
couldn't  help  but  notice,  however,  that 
perhaps  Darden  should  be  ranked  even 
higher. 

Indiana,  Columbia,  and  North  Carolina 
were  all  ranked  well  above  Darden  in 
the  corporate  poll.  Yet  the  percentage  of 
students  without  job  offers  at  gradua- 
tion ranges  from  157'  to  a  staggering 
22%  at  those  schools.  Darden's  rate  was 
only  9%.  What's  more,  Darden  had  more 
offers  per  student  (2.2, 
compared  with  1.8-2.0) 
and  a  substantially  high- 
er starting  salary  than  all 
but  Columbia — which 
seems  likely  to  be  the  re- 
sult of  more  of  its  gradu- 
ates taking  jobs  in  [high- 
salary]  New  York. 

Paul  Thiel 
Charlottesville,  Va. 

Some  readers  may 
wonder  why  people 
would  go  to  Massachu- 
setts Institute  of  Technol- 
ogy's Sloan  School  of  Management  for 
an  MBA:  Its  annual  tuition  ($19,500)  was 
the  highest  on  your  report  card  on  the 
top  20  B-schools,  while  MIT  was  ranked 
only  13  on  the  list.  Moreover,  Sloan 
graduates  had  the  third-largest  out- 
standing MBA  loan  ($36,150)  when  they 
finished. 

For  that,  1992  Sloan  graduates  had  2.9 
average  job  offers,  the  second-highest 
on  your  list.  But  the  impressive  statistic 
was  the  average  salary  increase.  Sloan 
graduates  led  the  other  schools  with 
post-MBA  pay  71%  higher  than  their  pre- 
MBA  pay,  vs.  57%  for  the  20  schools  as  a 
group. 

Alan  W.  Katzenstein 
Larchmont,  N.  Y. 

Using  only  the  data  from  your  own 
table,  it  is  clear  that: 
(1)  Graduates  of  the  University  of  Cal- 
ifornia at  Berkeley's  Haas  School  of 
Business  make  33%  more  money  than 
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Other  laser  printers  play  le^frog  trying 
to  catch  up  with  the  HP  LaserJet. 


300  dpi 


600  dpi 


Of  course,  luck  won't  get  them  far. 
Because  the  iii'w  HP  LaserJet  4  printer 
set.s  such  high  standards  for  perfor- 
mance, value  antl  ease  of  use  that  no 
other  laser  printer  comes  close. 

Higher  resolution.  More  typefaces. 

With  the  HP 
LaserJet  4,  HP 
lias  moved  the 
standard  for 
print  quality 
from  3t)()  dpi  t( 
()0()  dpi.  That's 

twice  the  old  resolution,  but  at  less 
than  the  old  300  dpi  price. 

The  HP  LaserJet  4  was  designed  for 
600  fjpi  printing  from  the  ground 
up.W  hich  gives  you  the  best  (iOO  x 
()00  dpi  resolution  ever  for  noticeably 
crisper,  clearer  text  and  grai)hics. 


Foul  time^  ihe  dots  foi  better  lesoiulion 


Atld  microfine  toner  and  HP's  exclusive 
Res()luti(jn  Enhancement  technology, 
and  you  get  razor-shaip  edges  and 
much  smoother  cui-ves.  For  impactful 
documents  that  really  stand  out. 

You  can  dress  them  up  with  45 
scalalile  tyj^efaces  built  right  in. 
N( )  matter  what  kind  ( )f  document  T'le  Booopicieates 

,  .  'ich.lull-dimensional 

y(  )U  iv  pnKiucing,  y( )ur  needs  are  ten  and  graphics 
covered.  Yxi'll  also  find  it  is  easier 
and  cheaper  to  use.  You  don't 
have  to  hassle  with  down- 
loading fonts  or  buying 
accessory  typefaces. 

More  speed,  trays, 
aiid  flexibility. 

Thanks  t^)  a  high- 
spetM:!  RISC  proces- 
sor; the  HP  LaserJet  4  45  bu.it  m  scalable 

,      ,      typefaces  let  you 
also  sets  new  standards    produce  a  broad 
range  of  document 
styles 


for  speed.  It  prints  many  complex  docu- 
ments at  rated  engine  speed,  and  many 
6( )( )  dpi  gi'aphics  piint  at  a  true  8  pages 
per  minute.  It's  faster  on  networks,  too. 
And  has  2  MB  built-in  memory  and 
new  memoiy  management. 


Smoother  curves, 
no  lagged  edges, 
ttianks  to 
Resolution 
Enfiancement 


The  HP  LaserJet  4 
IS  leaps  and  bounds 
ahead  of  ttie  other 
laser  printers  Our  new 
generation  provides 
supenor  output  wtth 
600  dpi.  ResoiutKHi 
Enhancement  tech 
nology  and  rttfcrofine 
toner  it  aisocomes 
standard  wtthTMB 
memory  and  new 
memory  management 


Introducing  the  HP  LaserJet  4 
Good  luck,fellas! 


also  makes  you  more  efficient.  Two 
andard  paper  trays  give  you  a  350- 
leet  capacity  And  there's  an  optional 
)0-sheet  tray  So  you  can  just  keep  on 
-in ting,  instead  of  stopping  to  reload 
iferent  sizes  and  types  of  paper. 

1th  the  new  optional  75-capacity  enve- 
pe  feeder,  you  won't  waste  time  with 
anual  feeding.  Or  dealing  with  jams. 

ister  Windows.  True  WYSIWYG. 

Indows  printmg,  for  both  text  and 
•aphics,  is  much  fa^ster  with  the 
asenJet  4.  We  use  fast  vector  graphics 
id  we  built  Wmdows  3.1  TVueiype 
iUts  right  into  the  printer  This 
leans  documents  print  faster  and 
TiatYou  See  Is  rm//y  WliatYou  Get. 
's  one  simple,  seamless  operation. 
11  you  do  is  sit  back  and  watch  your 
Teen  document  appear  quickly 


easily  and  accurately  on  paper 

You  can't  beat  the  LaserJet  4  printer  for 
comi^atibility  either  It  works  with  a 
wide  variety  of  LANs  and  c(  )mputers,  as 
well  as  HP's  PCL  5  printer  language  and 
HP's  optional  PostScript 
Level  2  software  from 
Adobe.  And  automati- 
cally switches  between 
these  languages. 

And,  of  course,  it  offers  complete  docu- 
ment and  software  compatibility  with 
the  HP  LaserJet  111  printer 

Setting  the  standard  in  price,  too. 

With  all  these  advances  and  more, 
you'd  expect  a  big  jump  in  price. 

Surpri.se!  At  just  $2,199,*  the  HP 
LaserJet  4  printer  lists  for  less  than 
the  printer  it  replaces.  Yet  it  still 


comes  with  pace-setting  HP  quality 
and  reliability 

Call  l-800-LASERJET(  1-800-527- 
3753),  Ext.  7132  for  the  name  of  your 
nearest  authorized 
HP  LaserJet  dealer.^ 
Also  ask  for  a 


print  sample  so 
you  can  see 
for  yourself 
how  great  the  ^ 
output  really 
looks.*  * 


If  it  isnt  a  LaserJet, 
it's  only  a  laser  printer. 


HEWLETT 
PACKARD 


iggested  U.S.  li.st  price,  tin  Canada  call  1-80(1  :W7-3867,  Ext.  7i:i2.* '  Tki  have  a  La.ser.let  4  printer  data  .sheet  sent  immediaU'ly  to  yiiu  via  fax  machine,  call  l-H()l)-9ti4  I  JStl  fn>m  your  touch  lone 
lone.  Windows  :i.l  is  a  pnxluct  of  Microsoft  Corp.  Adohe  and  Postiicript  are  trademarks  of  Adobe  Systems  Incorjwrated  which  may  be  registered  in  certain  jurisdictions 


o 

ji'riuluales  iif  Indiana  University  at  Bloo- 
minj^ton's  Sciiool  of  Business. 

(2)  Berkeley  j^raduates  see  a  28'' 
fjreater  improvement  in  their  earning' 
jjower  than  Indiana  j^'raduates. 

(8)  Berkeley  {i-raduates  are  able  to  pay 
off  their  student-loan  balances  an  aver- 
age of  25''  faster  than  Indiana  gradu- 
ates. (Berkeley  ranks  No.  1  in  your  sur- 
vey in  this  respect.) 

(4)  Berkeley  is  far  more  selective.  It 
admits  45'i  fewer  applicants  than  Indi- 
ana (and  I,  would  be  surprised  if  the 
(juaiity  of  the  applicant  jiool  was  not 
higher  at  Berkeley  than  at  Indiana). 

I  submit  that  in  the  mind  of  a  rational, 
wealth-maximizing  individual,  Berkeley 
would  clearly  rank  way  ahead  of  Indi- 
ana, not  10  places  behind  it. 

Marcel  Houtzager 
Chicago 

As  a  first-year  MK.\  student  at  the 
College  of  William  &  Mary,  I  can 
tell  you  that  I  considered  many  of  the 
schools  on  both  of  your  lists.  I  applied 
and  was  accepted  at  several  among 
them.  But  when  it  came  time  to  focus  on 
financial  aid,  the  top  20  schools  I  consid- 
ered didn't  match  uji  to  what  William  & 
Mary  offered. 


It  offers  research  assistantships  and 
scholarships  for  many  students,  which 
can  bring  the  cost  of  attendance  lo  al- 
most zero — even  for  an  out-of-state  stu- 
dent like  myself.  Figure  that  ratio! 

The  program  is  extremely  rigorous, 
requiring  six  courses  in  the  fall  and  sev- 
en in  the  spring  of  the  first  year.  Large- 
ly case-oriented,  the  faculty  is  concerned 
with  preparing  us  for  the  working 
world.  Perhaps  best  of  all,  the  small  size 
of  the  program  ensures  a  personal  touch 
many  other  ])rograms  can't  offer. 

Gregory  A.  Dawson 
Williamsburg,  Va. 

Carnegie  Mellon's  Graduate  School  of 
Industrial  Administration  ((;si.\)  is 
correctly  identified  as  an  institution  un- 
dergoing change.  Unfortunately,  your 
re[}ort  mentioned  only  the  destabilizing 
effects  of  our  transition. 

Our  new  dean,  Robert  Sullivan,  is 
l)uilding  on  the  program's  strengths  and 
instituting  change.  Current  students 
support  the  dean's  efforts  and  are  ac- 
tively involved  in  improving  the  program 
via  curriculum,  graciing,  ethics,  and  oth- 
er advisory  groups.  Examples  abound  of 
(;.^l.\'s  existing  strengths  and  recent  im- 
provements. To  name  a  few: 


The  widely  copied  "mini-semester" 
system,  originated  at  GSIA  in  1970,  en- 
ables students  to  take  as  many  as  40 
courses  in  two  years. 

Our  small  size  (200  per  class)  permits 
intense  faculty-student  interaction. 

In  the  new  Financial  Analysis  &  Secu- 
rity Trading  (FAST)  program,  students 
trade  portfolios  utilizing  live  Reuters 
data  feeds. 

349  Members  of  the  Classes 
of  1993  and  1994 
Graduate  School  of  Industrial 
Administratioi'l 
Carnegie  Mellon  Umversitj^ 
Pittsburgh 

So  which  planet  have  I  been  living  on 
these  past  few  years?  BUSINESS 
WEKK  reports:  "...  recession-wearji 
deans  at  the  elite  schools  also  found  that 
their  worst  fears  of  an  MB.A  job  drought 
didn't  materialize."  It's  like  rubbing  salti 
in  my  wounds! 

I  was  on  the  fast  track  to  job-relatec 
nirvana  when  I  enrolled  in  the  MhA  pro- 
gram at  Columbia  University  in  Janu- 
ary, 1990.  I  brought  11  years  of  trans- 
national experience  in  the  software 
industry  to  the  class  of  1991.  Also  multi 
functional  business  exposure  in  engi 


WHO'S 
BEEN  RMED  MOST 
PROFESSIONAL 
FIVE  YEARS  IN  A  ROW? 
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^ring,  sales,  marketing,  operations, 
man  resources,  et  al.  An  MBA  looked 
e  the  natural  next  step  that  was  need- 
to  propel  my  career  into  overdrive. 
[  graduated  in  May,  1991,  on  the 
in's  honor  list,  however,  without  a  sin- 
I  job  offer.  And  to  date,  17  months 
d  over  500  resumes  later,  I  have  elicit- 
only  two  further  interviews  and  no 
I;  You  rated  Columbia  fifth  in  corpo- 
:e  hiring  preference,  but  it  certainly 
I  not  help  my  situation  any. 

Jack  Nargundkar 
San  Diego 

PANESE  POLICY  PULLED  THE  PLUG 
I  CRAY'S  BID  

n  regards  to  "Why  Cray's  number 
cruncher  got  crunched  in  Japan"  (In- 
■mation  Processing,  Nov.  2),  I  accept 
;  reality  that,  as  a  matter  of  industrial 
licy,  the  Japanese  government  regu- 
ly  awards  "competitive"  contracts  to 
aanese  firms  in  order  to  nurture  criti- 
industries.  (I  accept  it,  I  don't  neces- 
•ily  like  it.)  Wl  ere  they  went  too  far 
.s  in  cloaking  this  policy  decision  in  a 
;hnical  competitive-bid  process.  In  the 
itional  Institute  for  Fusion  Research 
FS)  procurement,  Cray  Research  Inc.'s 
'ering  won  handily  in  virtually  all  eate- 
ries measured. 


In  a  table  accompanying  "A  lot  less 
moola  moola  on  campus"  (Social  Is- 
sues, Oct.  5),  we  published  incorrect 
data.  Between  1985  and  1992,  resident 
undergraduate  tuition  and  fees  rose  as 
follows:  University  of  California  at 
Berkeley,  99'^ ;  University  of  Maryland 
at  College  Park,  86%;  University  of 
Michigan  at  Ann  Arbor,  90%;  Universi- 
ty of  Virginia  at  Charlottesville,  919^; 
University  of  Wisconsin  at  Madison 
69%-;  all  public  universities,  697''. 

A  chart  with  "Corporate  generosity  is 
greatly  depreciated"  (Social  Issues, 
Nov.  2),  which  tracked  charity  dollars, 
referred  to  corporate  gifts  only. 

In  ".4T&T  smacks  a  double"  (Top  of  the 
News,  Oct.  26),  we  should  have  said  a 
Malcolm  Baldrige  National  Quality 
Award  was  won  by  the  Ritz-Carlton 
Hotel  Co.,  based  in  Atlanta. 


Also,  the  claim  that  Washington  is 
practicing  the  same  trade  management 
as  the  Japanese  government  is  patently 
false.  Cray  Research  wins  because  we 
out|)erform  the  competition.  That's  true 
in  Washington,  Bonn,  Paris,  and  London. 


Sad  that  overall  performance  has  a  dif- 
ferent value  in  Japan,  at  least  in  the 
case  of  MFS. 

John  A.  Rollwagen 
Chairman  and  CEO 
Cray  Research  Inc. 
Eagan,  Minn. 

THE  OLD  COMPAQ  HAD  A  LOT  MORE 
TO  LOVE  THAN  THE  NEW  

Your  recent  article  "Compaq"  (Cover 
Story,  Nov.  2)  could  not  have  been 
more  sickening  to  those  of  us  readers 
who  witnessed  and  were  part  of  Rod 
Canion's  building  Compaq  into  the  best 
place  to  work  in  the  world.  Under  CEO 
Eckhard  Pfeiffer,  the  new  regime  has 
brought  back  all  the  old  management 
styles  this  country  needs  to  get  rid  of  to 
be  successful. 

Mistrust,  fear,  and  disloyalty  are  now 
commonplace  in  the  halls  of  a  company 
that  once  went  out  of  its  way  for  its 
people. 

Bret  Beebe 
Auburn,  Ala. 

Letters  to  the  Editor  should  be  sent  to  Readers 
Report,  Business  Week,  1221  Avenue  of  the  Ameri- 
cas, New  York,  N.  Y.  10020.  Fox:  (212)  512-4464, 
Telex:  12-7960,  Intl.  4998204.  All  letters  must  in- 
clude an  address  and  daytime  and  evening  tele- 
phone numbers.  We  reserve  the  right  to  edit  letters 
for  clarity  and  space. 


For  five  consecutive  years.  The 
Equitable  has  had  more  ChFCs 
(Chartered  Financial  Consultants)  than  any 
one  in  life  insurance.  And  that's  not  half  the  story. 

We've  also  had  more  CLUs  (Chartered  Life 
Underwriters)  for  four  years  in  a  row.  These  profes- 
sional designations  are  the  most  prestigious  an  agent 
can  earn. 

What's  more.  The  Equitable  ranks  among  the  indus- 
try's leaders  in  numbers  of  Registered  Representatives  - 
agents  also  licensed  to  sell  mutual  funds  and  other 
securities  products  offered  through  Equico  Securities, 
Inc.  It's  how  we've  become  one  of  the  top  sellers 
of  such  products  in  the  entire  insurance  company 

TUH 


broker/dealer  community. 
This  commitment  to  professionalism 
and  training  is  what  keeps  us  so  well  abreast 
of  client  needs  in  today's  complex  market.  It's  one 
of  the  key  reasons  our  new  individual  premiums  and 
deposits  in  the  first  half  of  1992  are  over  45%  higher 
than  for  the  same  penod  last  year. 

To  learn  more  about  the  strength  in  The  Equitable 's 
numbers,  please  write  to  Richard  H.  Jenrette,  CLU, 
Chairman,  or  Joseph  J.  Melone,  CLU,  ChFC, 
President,  at  The  Equitable,  787  Seventh  Avenue, 
Dept.  A,  New  York,  NY  10019. 


The  Et/uitable  Cumpaiucs  Incorporaleil 
is  traded  on  the  NYSE  under  the  .•iymbnl  EQ. 


EQUITABLE 

STRENGTH  IN  NUMBERS 
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Ly  an  AST  engineer 

won  U  ckoose  200  MEGABYTES 

1200  cc 


As  you  can  see,  our  employees  are  a  passionate  lot.  Who  else  would  give  up  (voluntar- 
ily, mind  you]  a  day  on  the  open  road  to  spend  it,  instead,  glued  to  a  new  systemboard 
design^  And  the  results  of  this  passion^  Look  no  further  than  the  y\ST  PowerExec!"  A 
notebook  that  actually  aciapts  to  the  work  habits  of  the  user- powering  down 
selected  fimiJtions  between  keystrokes  and  other  periods  of  system 
inactivitv.  The  power  saved  can  then  be  used  to  upgrade  the 
P(n\'erExec  in  ways  previously  only  seen  in  desktops.  We  call 
it  Intelligent  Power  Management,  and  it's  just  one  of  the  break- 
throughs that's  made  us  a  loitioic  500  firm  with  sales  over  $1  billion.  Proof  that  when 
youd  rather  hover  over  a  keyboard  than  a  set  oi  handlebars,  anything  can  happen. 
Discover  how  our  obsession  can  meet  vour  PC  needs.  Call  80()-87fS-4AST. 

AST  compureR 

The  Product  ()f  Our  Obsession. 


©;992  /1.S7  Reu  nr,  h,  liu  AST.  AS'I  /"p.  iirr  re(iM,  nd  Iniclemiirlti  anil  l'„wi-rl 


POWEREXEC 


SMART 

liilrl  ^^><6SL/25  iir4H6SL/2^ 
mil  n)i>niiviior,  wtllt  AS'I  lnleUii[cnl 
Foiri'r  K1{nui;^riiirnl 


POWERFUL 

4MBi,t  RAM,  6-IKlUiiilu' 


FLEXIBLE 
Flush  BIOS.  Rcmoi'iihli-  Hunl  Drire. 
Docking  Stiitiom,  Sci  iintv  Lacks. 


VERSATILE 
Tii'i)  DVilil-iiinl-siziul.  iinliislrv- 

stitndani  PCMCLX  slots 
for  slnnilliiiii'inis  iiiuiwitii'itv 
III  nrrinirhs.  nu>ilrni\,  \iixcs 
iiitil  other  pi'nphfnils. 


UPGRADABLE 
To  Intel  4.'<6SI.  I  ^2-/./;,  ?  ^^-roli) 
prill  rssiir  Rciiioi'iihlr  I  hinl  Drive: 
to  2II()MB.  RAM  expiinsiim  to 
2(lMli.  iiptiinuil  piissii'e  iinii 
III  live  I  olnr  ihsphivs 


RESPONSIVE 
III  li'tini  innri'.  i  ,ill 
,SIHI-S7(i-4.  \sr  I427,\)  W'e'lLinswer 
your  i/(ii'sf((i)is  rivlit  iiiviiv 


EAST 
/Q5,S'  Ihirlev  Diivuhnn 
Diiii-(ilule  I'iinheiul  12(10,  , 
\''liviii  iritli  siviivj^.inii  ir,iiiie 

UpllOIUll.  Ill  I  OK)  sc 


.11(11111-501)  IS  II  ir^lilnml  I  roilcilui  i  h  of  ill,'  I  im,-  III,  ,V;,i,",i:,i„-  (  , 
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GENIUS:  THE  LIFE  AND  SCIENCE  OF  RICHARD  FEYNMAN 

By  James  Gleick 

Pantheon  Books  •  532pp  •  $27.50 

BONGO  DRUMS,  QUANTUM 
LEAPS,  AND  THE  NOBEL  PRIZE 


In  the  summer  of  19^6.  I  was  in  Cam- 
brid<re.  Mass..  to  write  about  Think- 
ing Machines  Corp..  a  small  company 
hoping  one  day  to  build  a  superfast  com- 
puter that  would  be  able  to  "think."  As  I 
chatted  about  technology  with  three 
software  engineers,  a  cragg\"-looking 
man.  who  I  later  learned  was  Nobel 
physics  laureate  Richard  Feynman, 
walked  into  our  circle  and  began  discuss- 
ing what  it  meant  to  think  and  whether 
a  machine  could  actually  do  it.  Intelli- 
gence, he  mused,  was  a  matter  of  cre- 
ativity, not  just  analytical  ability.  A  ma- 
chine   could    probably  |  

never  appro.\imate  the  i 
brain's  capabilities,  but  I 
the  notion  was  intriguing,  j 
After  that  brief  exposi- 
tion,  the   man  abruptly 
walked  off  to  stare  out 
the  window  at  the  Charles 
River.  I  remember  won- 
dering at  the  time,  who  is 
that  guy? 

Now  I  know,  thanks  to 
James  Gleick's  engaging 
biography  of  the  legend- 
ary  physicist,  who  died  of 
cancer  in  198S.  Drawing 
on  an  array  of  sources — 
Feynman's  private  pa- 
pers, interviews  with  fam- 
ily and  friends,  a  thick  FBI 
file,  the  work  of  other  . 


frigid  weather.  At  a  televised  press  con- 
ference. Feynman  illustrated  what  had 
happened  by  dipping  a  small  piece  of 
rubber  in  ice  water,  then  snapping  it  like 
a  twig.  "I  believe  this  has  some  signifi- 
cance for  our  problem,"  he  deadpanned. 

Feynman's  demonstration  annoyed 
some  fellow  panel  membei*s.  largely  be- 
cause he  seemed  to  be  playing  to  the 
cameras.  But  Feynman  was  always  a  bit 
of  a  showman,  and  certainly  the  antithe- 
sis of  a  nerdy  scientist.  He  played  bon- 
gos, seduced  his  colleagues'  wives,  fre- 
quented topless  bars,  experimented  with 


A 


71  engaging 


biography  of  one  of 
the  most  idiosyncratic 
scientific  minds 
of  this  century 


THE  UFE  AND  SCIENCE  OF 
RICHARD  FEYNMAN 


JAMES  GLEICK 


scholars,  and  Feynman's  own  best-seller. 
Surely  You '>r  Joking.  Mr.  Feynman! — 
Gleick  gives  a  formidable  account  of  one 
of  the  most  original  and  idiosyncratic 
scientific  minds  of  this  centuiy.  Even 
among  scientists  who  hate  the  term  "ge- 
nius" (unless,  of  course,  it's  applied  to 
them  I,  the  word  was  permitted  in  con- 
nection with  Feynman,  says  Gleick. 

At  the  time  I  encountered  him,  FejTi- 
man  was  a  technical  adviser  to  Thinking 
Machines.  He  had  just  completed  his 
work  on  the  Rogers  Commission,  which 
investigated  the  explosion  of  the  space 
shuttle  Challenger.  He  demonstrated 
then,  as  he  often  did.  an  innate  ability  to 
slash  to  the  heart  of  a  problem.  In  the 
case  of  the  shuttle,  the  problem  was  the 
rubber  0-rings  that  were  supposed  to 
keep  hot  gases  from  escaping  the  Chal- 
lenger's boosters.  It  turned  out  that  the 
rings  lacked  resilience  at  low  tempera- 
tiu-es — and  the  shuttle  was  launched  in 


hallucinogens,  and,  just  for  fun,  picked 
safes  at  Los  Alamos,  where  he  helped 
develop  the  atom  bomb  in  the  1940s. 

In  his  previous  book,  the  best-selling 
Chaos,  about  the  study  of  chaotic  behav- 
ior in  physics,  Gleick  managed  to  com- 
municate arcane  scientific  material  in  a 
fairly  painless  and  entertaining  fashion. 
He  accomplishes  the  same  feat  here, 
helped  in  large  part  by  Feynman's  off- 
beat personality,  which  enlivens  a  book 
covering  topics  that  some  readers — espe- 
cially those  without  a  scientific  bent — 
might  consider  hea\y  intellectual  lifting. 

Gleick  takes  a  straight  trajectory 
through  Feynman's  life,  starting  with 
his  Jewish  upbringing  in  New  York's 
Far  Rockaway  section.  At  times.  Gleick 
tells  us  more  than  we  need  to  know:  We 
learn  that  Feynman  walked  early  but 
talked  late  and  that  he  was  awkward 
with  girls.  But  some  tidbits  are  illumi- 
nating. Interestingly.  FejTiman's  IQ  was 


a  not-extraordinary  125.  As  a  child,  h 
built  a  de\'ice  to  rock  his  baby  sister' 
crib,  and  he  also  used  to  boil  water  b; 
running  110-volt  house  current  through 
it.  He  liked  to  watch  the  blue  and  yel!o\ 
lines  of  current  in  the  water  as  the  elec 
'tricitA"  broke  up. 

Such  childlike  cui-iosit\-  appears  to  li 
at  the  heart  of  Fej.Timan's  genius.  Phys 
cist  Paul  Olum  once  mused  that  whei 
Feynman  wanted  to  know  what  an  elec 
tron  would  do  under  given  cii-curr 
stances,  he  merely  asked  himself:  "If 
were  an  electron,  what  would  I  do? 
Similarly,  it  was  Feynman's  curiosit 
about  how  a  knife  can  be  sharp  if  it 
atoms  are  always  "jiggling"  that  led  hin 
to  look  into  the  forces  that  cause  atomi 
particles  to  simultaneously  atti-act  am 
repel  one  another. 

In  1965,  Feynman  won  the  Xobel  priz 
in  physics  for  a  radical  reformulation  o 
quantum  mechanics  known  as  quantur 
electrodynamics.  He  shared  the  priz 
with  two  other  scientist 
who  had  come  up  wit! 
similar  theories  at  abou 
*  the  same  time — the  lat 

r\  1940s.  But  other  phys; 

O  cists  thought  FejTiman' 

vereion  was  by  far  th 
easiest  to  use  and  th- 
most  powerful.  And  hi 
"Feynm.an  diagrams' 
made  it  possible  to  pictur 
particle  interactions 
Gleick  suggests  that  a 
least  three  other  Feyr 
man  projects  were  worth; 
of  a  Xobel. 

Various  episodes  in  th' 
book  show  that  Feynmar 
like  many  scientists,  had  ; 
deep  disdain  for  what  h 

 .  regarded  as  the  intellec 

tually  "soft"  fields  of  psychiatiy  ani 
philosophy.  Yet  he  comes  across  a 
something  of  a  philosopher  himself.  "H 
believed  in  the  primacy  of  doubt,"  Gleic: 
wTites,  "not  as  a  blemish  upon  our  abil 
t\-  to  know  but  as  the  essence  of  know 
ing.  The  alternative  to  uncertainty  is  ai 
thority,  against  which  science  ha^ 
fought  for  centuries." 

Before  he  died.  Fe\Timan  worried  tha 
some  future  biographer  might  portra; 
him  either  as  a  bloodless  intellectual  o 
as  a  bongo-playing  kook.  To  his  credit 
Gleick  captures  both  extremes  of  thi 
outsized  personality.  In  the  end,  it's  eas; 
to  admire  Feynman,  but  a  bit  more  diff 
cult  to  like  him.  Like  Einstein  befor 
him,  Feynman  seems,  to  some  degi-ee,  t 
have  been  a  prisoner  of  the  brillianc 
that  set  him  apart.  When  a  reporte 
pressed  him  to  describe  briefly  the  wor 
that  won  him  a  Xobel.  Feynma 
snapped:  "Listen,  buddy,  if  I  could  te 
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)U  in  :i  minule  what  I  did,  it  wouldn't 
'  worth  a  Nobel." 

BY  MARK  LEWYN 
'Wi/n  covers  technology  issues  from 
'SIXESS  week's  Wdshington  bureau. 


OK  BRIEFS  I 


IE  WAY  WE  NEVER  WERE:  AMERICAN 
.MILIES  AND  THE  NOSTALGIA  TRAP 

Stephanie  Coontz 
isicBooks  •  391pp  •  $27 

MRD  AND  JUNE— NOT 


I  J^Mhen  politicians  this  year  be- 
t^^B  moaned  the   demise   of  the 

■  "traditional"  family,  who,  ex- 
tly,  were  they  talking  about? 
Was  it  the  Leave  It  to  Beaver  house- 
Id,  in  which  dad  ruled,  rewarding  a 
mpliant  homemaker-mom  with  Hot- 
int  appliances?  No  way,  says  Steph- 
ie  Coontz  in  The  Way  We  Never  Were. 

1960,  one  in  three  American  children 
IS  poor,  and  607c  of  the  elderly  had 
;omes  of  less  than  $1,000.  From  1944 

1955,  illegitimate  births  jumped  80' c. 
Forget  the  happy  Victorian  families 
en  on  Christmas  cards,  indulgent  Papa 
d  adoring  little  ones  at  Mama's  knee, 
lat  knee  was  usually  bent  in  health- 
attering  housework,  while  the  kids  la- 
red  to  put  food  on  the  table.  There 
;re  lots  of  them,  too,  even  though  an 
timated  one-third  of  pregnancies  were 
orted.  Birth  control  was  illegal.  Sex 
th  little  girls  was  not:  The  age  of  cou- 
nt, Coontz  says,  was  as  low  as  nine. 
The  Revolutionary  era?  Wrong  again, 
ives  and  paupers  had  no  rights  to 
sir  children.  Every  third  colonial  bride 
is  pregnant.  By  now,  you're  getting 
3  picture:  There  never  was  a  tradition- 
American  family. 

Following  a  lengthy  account  of  how 
ings  weren't,  Coontz  strikes  down 
my  beliefs  about  today's  families, 
.tchkey  kids,  for  instance,  are  often 
)re  responsible  and  self-disciplined 
an  their  peers  whose  moms  stay  home. 
Unfortunately,  Coontz  imparts  her 
?ssage  with  mind-numbing  prose.  Ex- 
iple:  "While  [the  1920s']  increase  in 
uthful  premarital  coitus  was  not  as 
amatic  as  that  in  the  1960s,  there  was 
pronounced  eroticization  of  noncoital 
lations  and  a  greatly  liberalized  defini- 
n  of  what  kinds  of  physical  interac- 
ts were  permissible  between  unmar- 
'd  persons  of  the  opposite  sex."  No 
reat  to  Madonna's  Sex  here. 
New  family  traditions  and  social  obli- 
tions  are  needed  to  deal  with  societal 
;,  Coontz  writes,  but  she  doesn't  say 
lat  or  how.  Absent  more  solid  sugges- 
^ns,  Americans  may  one  day  look  back 
th  nostalgia  on  the  "traditional" 
nerican  family  of  the  1990s. 

BY  SANDRA  D  ATCHISON 


If  you'd  like  to  know  more  about  how  we  charcoal-mellow  Jack  Daniel  s  here  m  Tennessee,  drop  us  a  line 

IT  TAKES  A  SHARP  SAW  to  make  a  smooth 
whiskey. 

You  see,  unlike  bourbons,  Jack  Daniel's 
Tennessee  Whiskey  goes  through  a  step  called 
charcoal  mellowing.  We  seep  our  whiskey— drop 
by  drop— through  room-high  mellowing  vats  of 
finely-tamped  charcoal.  To  fill  just  one  _ 
of  these  vats  with  charcoal,  our  sawyer 
will  cut  enough  hard  maple  wood  to 
stack  32  ricks,  seven  feet  high.  Then, 
he'll  do  it  all  over  again.  No  doubt, 
charcoal  mellowing  is  hard  on  our 
saw  and  our  sawyer.  But  it  sure 
makes  things  easy  on  our  drinkers. 


SMOOTH 
TENNESSEE 


SIPPIN' 
WHISKEY 


Tennessee  Whiskey  •  40-43%  alcohol  by  volume  (80-86  proof)  •  Distilled  and  Bottled  by 
Jack  Daniel  Distillery  Lem  Motlow,  Proprietor,  Route  1,  Lynchburg  (Pop  361).  Tennessee  3/352 
Placedtnthe National Registerof Historic Placesby the  UmtedStatesGovemment. 


My  father  had  a  saying,  "Anyone  who 
says  they  never  had  a  chance  never  took 
a  chance."  With  that  in  mind,  my  partner 
and  I  started  The  Sardine  Factory  with 
$960  and  a  cheap  space  up  a  staircase 
on  the  wrong  side  of  the  tracks.  All  the 
right  ingredients  for  a  smashing  success. 


yesterday  are  the  mediocre  restaurants 
of  today  and  they'll  be  out  of  business 
tomorrow  unless  they  keep  changing  and 
keep  evolving  with  their  customers. 

I  think  American  Express  has  the  same 
kind  of  philosophy— they're  going  to  do 
what  it  takes  to  keep  the  seats  filled  here. 


■  ft' 


KVHK<Q  BEEN  PREPARED  TO  EAT  My 


(OF  COURSE  A  NICE 


We  were  young,  we  worked  hard,  and 
some  nights  we  even  slept  there. 

The  way  I  see  it,  we  haven't  got  a 
choice  but  to  gamble  on  something  new 
and  exciting.  If  you're  in  the  restaurant 
business,  you've  got  to  keep  changing 
with  the  times.  The  great  restaurants  of 


SAUCE  ALWAYS  HELPS.) 

- 


And  I  think  that  overall,  American  Express 
customers  are  by  far  the  higher  profile 
customers  for  fine  dining.  They're  sending 
me  people  who  appreciate  that  I  go  out  on 

a  limb.  After  all,  that's  where  the  fruit  is. 

Ted  Balestreri 
Co-Founder,  The  Sardine  Factory 
Monterey,  California 


Economic  Viewpoint 


THE  PACT  CLINTON 

SHOULD  MAKE  WITH  THE  FED 


BY  ROBERT  ^  :  iTTr  JER 


B 


As  the  new 
President  walks  the 
tightrope  between 
firing  up  the 
economy  and 
keeping  the  markets 
calm,  he  will  need 
steady  support  from 
Greenspan  &  Co. 


ROBERT  KUTTNER  IS  CaEDiTOR  OF  THE 
AMERICAN  PROSPECT  AND  AUTHOR 
OF  THE  END  OF  LAISSEZ-FA/RE 


HI  Clinton  must  devise  an  economic 
strategy  that  ignites  a  recovery,  enlists 
the  help  of  the  Federal  Reserve,  and 
doesn't  unduly  scare  the  money  markets. 
Given  the  overhang  of  a  S290  hillion  deficit, 
this  tightrope  act  seems  well-nigh  impossible. 
A  stimulus  program  would  necessarily  rely 
on  increased  government  boiTowing.  To  money 
markets,  that  signals  inflation  and  falling  liond 
and  stock  prices.  In  the  two-stage  scenario 
increasingly  popular  among  economists,  Clinton 
could  offer  a  sort  of  Gramm-Rudman  III— an 
automatic  deficit-reduction  formula  to  be  trig- 
gered by  higher  growth.  But  the  jaded  money 
markets  have  seen  such  triggers  before,  no- 
tal)ly  Gramm-Rudman  I  and  11.  They  never 
quite  fire. 

What  to  do?  If  Clinton  errs  on  the  side  of 
excess  stimulus,  he  could  panic  the  money 
markets.  The  fragile  markets  are  already 
primed  for  a  blowout— which  would  be  blamed, 
however  unfairly,  on  the  new  President.  Con- 
versely, if  he  errs  on  the  side  of  excessive 
prudence,  he  will  be  blamed  for  continued 
stagnation. 

CHRONIC  WOES.  Clint<in  must  l)egin  by  enlisting 
the  support  of  the  Federal  Reserve.  Only  if 
the  Fed  choses  to  be  a  prisoner  of  the  money 
markets  will  Clinton  be  such  a  hostage,  too. 
Chairman  Alan  Greenspan,  like  Paul  Volcker 
before  him,  has  the  power  to  help  the  Chief 
Executive— or  ruin  him.  As  a  pragmatist, 
Greenspan  may  want  to  work  with  the  new 
team.  Alternatively,  as  a  longtime  Republican 
loyalist.  Greenspan,  67,  may  wish  to  step  aside. 
Either  way,  Clinton  needs  the  Fed  in  his  cor- 
ner from  day  one. 

The  economy  is  suffering  not  just  from  a 
l)usiness-cycle  recession  but  from  chronic  de- 
pressed growth— a  "contained  depression,"  in 
the  words  of  economists  S.  Jay  Levy  and 
David  Levy.  It  is  also  stiffering  the  aftereffects 
of  the  1980s— a  high  debt  load,  weakened 
l)anks— as  well  as  the  depressive  impact  of 
conversion  to  a  peacetime  economy  and  of 
corporations  shedding  employees  in  a  race  to 
cut  costs.  Unlike  the  stagflation  of  the  late 
1970s,  today's  maladies  distinctly  do  not  in- 
clude inflation.  That  gives  the  Fed  a  lot  of 
room  to  continue  easing  monetary  policy. 

In  this  climate,  with  private  investment  de- 
Ijressed.  there  is  certainly  room  for  more  fiscal 
stimulus,  initially  targeted  to  public  invest- 
ment. For  its  part,  the  Federal  Reserve  should 
worry  more  about  recovery  and  less  about 
money-market  jitters.  At  some  point,  higher 
growth  coidd  arguably  invite  some  "crowding 
out"  and  inflationary  pressure.  But  the  time  to 
cool  the  economy  would  be  then,  not  now. 

To  begin  with,  Clinton  and  Greenspan 


should  agi-ee  to  a  long-tenn  compact  of  low  in 
flation  and  low  real  interest  rates.  Unlike 
Bush,  who  presided  over  divided  governmen 
and  fiscal  gi'idlock.  Clinton  will  have  the  broac 
backing  of  Congress.  If  Clinton  is  shrewd,  h( 
will  line  up  Greenspan,  the  House  and  Senat( 
leadership,  and— why  not?— Paul  Tsongas  am 
Ross  Perot  for  good  measure,  and  jointly  com 
mit  to  a  solemn  compact  of  recovery  now 
long-term  low  interest  rates,  and  gi-adual  def 
icit  reduction  when  growth  returns. 
NEW  FACES.  But  v/hat  if  the  money  market; 
still  sniff  inflation  and  bid  up  rates?  The  Fee 
likes  to  insist  it  lacks  the  power  to  affect  long 
term  interest  rates.  But  that  view  is  far  toe 
mode.st.  Several  studies  have  shown  that  the 
yield  curve— the  relationship  of  short-tern 
rates  to  long-term  rates— is  not  much  differen 
from  its  typical  shape  at  this  stage  of  a  busi 
ness  cycle.  Short-term  rates  are  dispropor 
tionately  lower  than  long  rates  just  before  ; 
recovery  takes  hold.  The  real  problem  today  i; 
not  the  gap  between  short-  and  long-tern 
rates;  it's  that  rates  are  too  high  generally.  I 
the  Fed  keeps  easing,  long  rates  will  conn 
down,  too. 

If  a  fearful  or  irrational  bond  market  trie: 
to  l)id  up  long  rates,  the  Fed  and  the  Treasur; 
Dept.  do  have  ways  of  counteracting  it.  The.' 
have  resisted,  not  because  such  intervention  i 
technically  unfeasible,  but  because  it  is  ideolog 
ically  tinfashionable.  One  strategy;  commendee 
by  Nobel  laureate  Robert  M.  Solow  of  Massa 
ehusetts  Institute  of  Technology,  would  havi 
the  Treasury  (through  its  mix  of  maturities 
and  the  Fed  (through  its  open-market  opera 
tions)  make  30-year  bonds  more  scarce.  Tha 
would  raise  the  price  of  such  bonds  and  lowe 
their  effective  >ield.  Another  tactic,  long  pre 
posed  both  by  fellow  Nol)elists  Milton  Fried 
man  (conservative!  and  James  Tobin  (liberal' 
would  have  the  Ti-easury  issue  some  bond 
indexed  for  inflation.  This  would  guarantee  . 
real  fixed  return  and  scjueeze  out  the  "inflatio; 
premium"  that  wary  investors  demand  fo 
lending  long. 

If  all  present  meml)ers  of  the  Federal  R( 
serve  Board  of  Governors  serve  out  thei 
terms,  the  board  will  stay  in  Republican  hand 
well  into  the  '90s.  Several,  however,  are  mat 
ing  noises  about  wanting  to  go  elsewhere,  ej 
pecially  now  that  a  Democrat  is  in  the  Whit 
House.  Hence,  a  majority  could  be  Clinton  aj 
pointees  early  in  his  term.  How  Clinton  har 
dies  the  delicate  business  of  stimulating  a  r( 
covery,  winning  the  Fed  to  his  cause,  an 
reassuring  (but  not  pandering  to)  the  mone 
markets  will  be  the  first  big  test  of  his  Pres 
dency.  It  could  well  determine  whether  hi 
economic  program  succeeds  or  fails. 
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Floating  heads  move  up 
and  down  to  hug  the  contours 
of  your  face. 


ONLY  NORELCO  SHAVES  BELOW  THE  SKIN 
WHILE  FLOATING  OVER  YOUR  FACE. 

Shaving  with  a  Norelco® 
is  extraordinary. 

The  moment  you  start, 
the  razor  heads  begin 
to  float. 
They 
adjust 
on  the 
outside 
to  every 
contour 
of  your 
face, 

while  inside  another  tech- 
nological feat  is  taking 
place. 

Here,  Norelco's  patent- 
ed "Lift  and  Cuf  1  system 
is  engineered  with  a  precision  lifter  in  front  of  the  blade  that 
notches  into  the  hair  and  lifts  it  up.  Then,  after  the  blade  cuts  it, 
the  hair  shaft  can  actually  drop  below  skin  level. 

The  result 
is  an  incredibly 
close  shave. 
But  you're  also 
rewarded  with 

below  skin  level.  CXCCptional 

comfort  since  the  blades  don't  even  touch 
your  face. 

Experience  the  Norelco.  Inside  and  out,  it 
lives  up  to  everything  you  want  in  a  razor. 


i 

m 

r  " 

} 

^1 

Hair  enters  the 
chamber. 

Lifter  raises 
the  hair. 

Blade  cuts  hair 
which  drops 

1 1992  Norelco  Consumer  Products  Company.  A  Division  of  North  American  Philips  Corporation.  Stamford.  CT  06904 


CjNoreica 

We  make  cbse  comfortable. 


"W'e  clip  hundreds  of  dogs  .1 

week.  We  probablv  earn 

about  five  ll'^allon  bags 

hair  out  to  the  trash  ever\ 

(ia\.  The  hair  gets  into  ever\- 

ihing— its  disgusting.  If  Mm 

look  down  inside  m\  Epvim 

printer,  there's  hair  eimvinrd 

around  all  the  litde  rollei  >- 

and  things.  It's  stuffed  in  tht- 

corners  and  vou  can  see  \i\ 

been  there  for  vears  and 

vears.  But  somehow  it  just 

keeps  on  working." 

—Master  Gmomn  Patnda  Eaves, 
Santa  Fe,  SM.  Further  proof 
Epm  pnnters  are  a  cut  abm. 
For  more  injomation.  call 
HOO-Bn-EPSOX 


So  is  their  printer 

EPSON 


conomic  Trends 


L 

BY  GENE  KORETZ 


A  70s  BABY  BOOMLET 
MAY  GIVE 

CLINTONOMICS  A  BOOST 

Despite  rer()i-(l-l)reakin>r  defirit.s  and 
steep  declines  in  short-term  interest 
rates,  the  I'.S.  economy  continues  to 
crawl  fni-ward  by  fits  and  starts.  In- 
deed, not  a  few  political  pundits  believe 
Bill  Clinton's  victory  may  prove  to  be  a 
hollow  one,  as  the  comatose  economy 
remains  as  unresponsive  to  Clintonomics 
as  it  has  been  to  the  fiscal  and  monetary 
stimulants  already  administered. 

Economist  Richard  F.  Hokenson  of 
Donaldson,  Lufkin  &  Jenrette  Securities 
("ni'p.  rejects  such  pessimistic  progno- 
ses. Hy  this  time  next  year,  he  says, 
"the  economy  should  be  in  a  solid  re- 
covery—one that  should  last  at  least  foi- 
another'  three  or  four  years." 

In  Hokenson's  view,  the  force  that 
v\  ill  propel  the  economy  upward  will  not 
r(\sult  from  new  policy  initiatives  but 
from  demographic  trends  ordained  two 
decades  ago.  Siiecifically,  a  baby  l)oomlet 


THE  COMING  REBOUND 
OF  YOUNG  ADULTS 


Q  L  I  1  I  I  L.  I  I  I  1  

■86  '87    '88  '89    90  '91     9?   '93   '94   '95  '96 
▲  MILtlONS 

DATA  CENSUS  BUREAU;  DONALDSON,  lUfKIN  S  JENREnE  SECURITIES  CORP 

that  (iccurred  in  the  early  1970s,  in  the 
middle  of  the  baby-bust  period,  will  I'e- 
sult  by  late  next  year  in  a  three-year 
sui'ge  in  the  number  of  persons  tiu'ning 
25  (chai-t).  And  that  surge  will  give  a 
major  boost  to  consumei'  s])ending. 

Why  focus  on  25-year-olds?  Hokenson 
says  that's  the  age  at  which  young 
adults  accelerate  household  formation 
and  begin  to  make  major  purchases  on 
credit.  Indeed,  he  points  out  that  ti'ack- 
ing  25-year-olds  has  been  an  "uncaiuiily 
accurate  predictoi'"  of  consumer-related 
behavior.  For  examjjle,  in  1972,  the  yeai' 
in  which  the  leading  edge  of  the  baby- 
l)oom  generation  turned  25,  housing 
starts  hit  their  jiostwar  i)eak  and  motor- 


vehicle  sales  accelerated  sharply.  Similai'- 
ly,  in  1986,  the  year  in  which  the  most 
Amei-icans  in  history  turned  25,  housing 
starts  hit  theii-  peak  for  the  decade  and 
motor-vehicle  sales  soai'ed  to  an  all-time 
high. 

As  Hokenson  sees  it,  the  decline  in 
the  number  of  people  turning  25  since 
1986  has  exacerbated  the  slowdown  and 
subsequent  recession,  putting  additional 
downward  pressure  both  on  housing 
starts  and  auto  sales.  But  by  the  same 
token,  the  sui'ge  in  25-year-olds  should 
add  considerable  zip  to  the  I'ecovei'y 
from  late  1998  through  1996. 

"Though  the  number  of  25-year-olds 
will  shrink  I'apidly  after  1996,"  says  Ho- 
kenson, "favorable  deinographic  trends 
will  make  Bill  Clinton's  job  a  lot  easier 
in  the  years  immediately  ahead." 


HOW  TAX  INCENTIVES 
COULD  TRIM 
THE  JOBLESS  RATE 

Changing  the  way  unemployment-in- 
surance taxes  are  leviecl  on  employ- 
ers could  cut  the  national  jobless  rate  in 
a  I'ecession  by  up  to  a  percentage  point. 
That's  the  finding  of  David  Card  and 
Phillip  Levine  in  a  new  National  Bui"eau 
of  Economic  Research  study. 

The  two  economists  note  that  in  most 
states  unemployment-insurance  taxes 
l)aid  l)y  individual  employers  are  deter- 
mined at  least  in  part  l)y  the  employei's' 
past  layoff  records.  But  this  practice, 
which  is  called  "experience  rating,"  varies 
widely  from  state  to  state.  Some  states 
use  complete  experience  rating,  whereliy 
the  unemployment-insurance  taxes  paid 
l)y  an  employer  are  tightly  linked  with 
past  jobless  benefits  drawn  l>y  its  em- 
i:)loyees.  In  such  states,  companies  with 
high  past-layoff  rates  pay  a  lot  more  in 
taxes  than  those  with  low  rates.  In 
other  states,  past  experience  plays  little 
01'  no  part  in  setting  an  employei-'s  in- 
surance taxes. 

Cai'd  and  Levine  analyzed  the  experi- 
ence of  five  industry  groups  in  36  states 
from  1979  to  1987.  Not  surprisingly,  they 
found  that  employers  in  states  with  com- 
l)lete  experience  rating  had  the  lowest 
layoff  rates.  Apparently,  the  threat  of 
highei'  insurance-tax  levies  made  compa- 
nies think  twice  before  temjiorai'ily  lay- 
ing off  workers.  By  contrast,  employers 
located  in  states  where  their  insurance 
taxes  l)ore  little  or  no  I'elationship  to 
their  layoff  recoi'ds  exhibited  relatively 
high  layoff  rates.  In  other  words,  such 
employers  were  a  lot  more  inclined  to 
put  workers  on  temporary  furlough. 

The  analysis  implies  that  adopting  full 
experience  rating  in  all  states  would 


i)enefit  many  employers  and  workers 
By  foi-cing  some  employers  to  beai-  more 
of  the  costs  of  theii'  own  layoff  policies] 
it  would  lower  the  tax  luirden  on  otheii 
employers  that  cuirently  subsidize  highj 
layoff  companies.  And  it  would  cut  tem- 
porary unemployment  appreeialily  dur- 
ing recessions  and  seasonal  slowdowns. 


ARE  HEAVY  TRUCKS 
LEADING  THE 
RECOVERY  CARAVAN? 

Keep  your  eye  on  sales  of  heavj 
trucks,  advises  economist  Anthonj 
Vignola  of  Kidder,  Peabody  &  Co.  He 
notes  that  real  business  outlays  or 
trucks  have  jumped  at  an  18.3%  annua 
rate  so  far  in  1992— the  only  category  o 
capital  spending  except  information-pro 
cessing  equipment  that  is  in  the  pluj 
column  this  year. 

Significantly,  the  rise  in  truck  sale; 
coincides  with  a  surge  in  trucking  ac 
tivity,  with  the  volume  of  goods  shippec 
up  by  14%  so  far  this  year  and  27°/ 
since  1990.  Although  changing  inventorj 
practices  and  increased  trade  with  Can 
ada  and  Mexico  are  bolstering  trucking 
Vignola  thinks  the  gains  posted  by  thi; 
highly  cyclical  industry  also  point  to  ; 
quickening  economic  I'ecovery. 


MORE  OF  BUSINESS' 

BILLS  ARE 

IN  THE  'OUT'  BOX 

Another  jiositive  omen  is  the  speec 
with  which  business  is  paying  it 
bills.  According  to  Dun  &  Bradstree 
Corp.,  companies'  bill-paying  perfor 
mance  edged  higher-  last  fjuarter,  contin 
uing  an  upturn  that  began  in  late  1991 
D&b's  payment-pei'formance  survej 
based  on  the  hill-paying  records  of  sonii 
500,000  companies,  indicates  that  thi 
numl)er  of  large  companies  (those  wit) 
500  or  inore  employees)  paying  thei 
bills  more  rapidly  exceeded  the  numbe 
paying  more  slowly  for  the  third  straigh 
quarter.  And  although  more  medium 
size  companies  are  still  slowing  pay 
ments  rather  than  accelerating  there 
the  gap  is  closing.  Similarly,  bill-payin; 
([uickened  in  eight  of  the  nine  regions  c 
the  IJ.  S.  last  (luartei-. 

The  odd  men  out  were  small  comp; 
nies  and  comjianies  located  in  the  Paci 
ic  states,  particularly  Califoi-nia.  Con 
])anies  with  fewer  than  20  employee 
continued  to  show  little  payments  in- 
provement,  and  the  Pacific  region  is  no\ 
turning  in  the  worst  l)ill-paying  perfoi 
mance  in  the  nation. 


22  BUSINESS  WEEK/NOVEMBER  23,  1992 


ECONOMIC  TREr 


Savor  the  richness  of  Red 


Weeknights 
on  your 
Public 
Television 
Station 


The  Nightly  Business  Report  is  produced  by  WPBT2/Miami 
in  association  with  Reuters 


Nationally  underwritten  by  Digital  Equipment  Corporation,  A  G  Edwards,  Inc., 
The  Franklin  Group  of  Funds  and  Public  Television  Stations  nationwide 


business  Outloo 


DVEMBER  23,  1992 


BY  JAMES  C.  COOPER  AND  KATHLEEN  MADIGAN 


lOTHING  AILS  AMERICA  THAT 

li  FEW  MILLION  JOBS  COULDN'T  CURE 


FHE  GAIN  FROM  THE 
PAIN  OF  JOB  CUTS 


PRODUCTIVITY 
GROWTH 
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o  be  sure,  President-elect  Bill  Clinton  inherits  a 
tnigglino;  economy.  Despite  recent  stirrings  in  some 
of  the  data,  the  near-term  outlook  remains  as  unin- 
liring  as  ever.  However,  the  new  President  also  gets  a 
)od  foundation  for  better  times.  Even  without  any  nudge 
om  policy,  growth  in  1993  is  likely  to  end  up  moving  a 
t  faster  than  it  did  in  1992. 

Don't  expect  high  gear,  though.  Structural  barriers 
nging  from  debt  to  defense  to  commercial  real  estate 
ill  block  the  way.  But  when  the  Bush  Administration  told 
e  American  people  that  the  economy  is  getting  better,  it 
as  basically  right.  The  problem  is  that  the  improve- 
ent  is  dreadfully  slow.  Although  economists  can  measiu'e 
e  progress,  no  one  can  feel  it. 

"  I      Real  gross  domestic  product 

is  going  to  grow  about  2%  this 
year,  measured  from  fourth  quar- 
ter to  fourth  tiuarter.  That  will 
be  true  even  if  the  third  quar- 
ter's 2.7%  pace  is  revised  down- 
ward, as  expected,  and  the 
fourth-quarter  advance  is  lack- 
luster. Growth  in  1991  was  es- 
sentially nil. 

However,  all  of  the  1992  gain 
will  come  from  higher  productiv- 
yf.  That's  why  real  GDP  will  grow  this  year,  though  em- 
oyment  is  going  nowhere,  as  the  October  job  data  illus- 
ate.  The  good  news  is  that  faster  productivity  growth  in 
>92  is  helping  to  lay  the  groundwork  for  better  business 
inditions— and  job  prospects— in  1993. 

CORPORATE  Getting  there  will  be  the  hard  part.  Cor- 
FINANCES  porate  America  is  still  overhauling  itself 
ARE  ON  at  the  expense  of  Household  America.  Re- 
THE  MEND  structuring  and  cost-cutting  are  boosting 
•oductivity  and  profits.  But  lost  jol)s  and  income  are 
itarding  consumers'  efforts  to  shore  up  their  finances, 
nd  until  corporations  solve  their  financial  and  competi- 
veness  problems,  they  will  not  be  ready  to  expand  their 
itput,  payrolls,  and  facilities. 

Companies  already  have  made  some  progi'ess,  which 
its  them  in  a  better  position  to  start  hiring  again  next 
3ar.  Productivity  in  nonfarm  industries  rose  at  an  annu- 
rate  of  2.6%  in  the  third  quarter.  During  the  past 
jar,  output  per  hour  is  also  up  by  2.6%.  That's  an  accel- 
•ation  from  1.3%  for  all  of  1991  and  no  growth  in  1990 
hart).  That  speedup  resulted  partly  from  eight  straight 
larters  of  cutbacks  in  hours  worked.  And  work  time  was 
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slashed  mainly  through  the  outright  elimination  of  jobs. 

However,  the  gain  in  third-quarter  productivity  is  a 
break  from  that  trend.  Last  quarter  was  the  first  time  in 
2^  years  that  woi'k  time  has  risen— a  sign  that  the  worst 
of  the  payroll  slashing  might  l)e  over. 

This  doesn't  mean  that  companies  are  ready  to  hire  just 
yet,  but  it  might  explain  why  new  unemployment  claims 
have  tapered  off  in  recent  weeks.  Claims,  including  those 
filed  under  the  Emergency  Unemployment  Compensation 
Program,  fell  to  384,000  in  the  week  ended  Oct.  24.  That 
was  the  lowest  level  in  two  years. 

For  now,  the  biggest  payoff  is 
on  corporations'  bottom  lines.  Be- 
cause companies  are  boosting 
their  production  efficiency  as 
they  push  down  the  growth  rate 
of  pay  and  benefits,  unit  lai)or 
costs  have  slowed  dramatically. 
They  rose  at  an  annual  rate  of 
only  1%  in  the  third  quarter,  and 
during  the  past  year  they  are 
up  a  mere  0.5%— the  slowest  an- 
nual pace  in  8!^  years. 

So,  even  though  the  weak  economy  has  hurt  pricing 
power,  inflation  is  still  running  well  above  the  pace  of  unit 
labor  costs  (chart).  That's  why  profit  margins  are  widen- 
ing, and  fatter  margins  are  lifting  earnings. 

Profits  are  also  improving  because  of  low  interest  rates. 
Interest  costs  as  a  percentage  of  cash  flow  should  contin- 
ue to  fall  into  next  year,  because  interest  rates  should  re- 
main low,  even  in  the  event  of  a  modest  fiscal  stimulus 
from  the  Clinton  Administration. 

That's  because  the  inflation  outlook  is  the  best  since  the 
19()0s.  The  producer  price  index  rose  a  scant  0.1%  in  Octo- 
ber, and  excluding  food  and  energy,  the  core  index  fell 
0.1%.  Last  month,  the  annual  core  rate  of  inflation  for  the 
PPI  had  fallen  to  only  1.8%,  the  slowest  pace  in  the  two 
decades  of  the  Labor  Dept.'s  record-keeping. 

A  DEARTH  Although  increased  productivity,  better 
OF  'HELP  profits,  low  interest  rates,  and  declining 
WANTED  inflation  are  the  building  l)locks  for  better 
SIGNS  growth  in  1993,  prcjgress  will  be  slow. 

One  reason:  It  will  take  time  to  put  the  lal)or  markets 
back  together  again.  Nonfarm  payrolls  rose  by  a  slim 
27,000  in  October,  but  jobs  fell  by  72,000  in  September. 

Early  retirements  in  the  U.  S.  Postal  Service  plus  the 
end  of  the  federal  summer-jobs  program  for  teenagers 
caused  some  of  the  October  weakness.  Even  excluding  the 
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government,  payrolls  rose  by  a  modest  (>(5,000  in  October. 
Private  employment  has  hardly  budged  in  VA  years 
(chart).  Factory  workers  have  suffered  the  most.  Manufac- 
turing pared  an  additional  .56,(X)0  jobs  last  month,  for  a  to- 
tal of  27«,()()()  lost  so  far-  this  year. 

The  jobless  rate  edged  lower 
last  month,  sli{)ping  to  7.4%  from 
7.5%  in  September.  But  that 
came  from  people  leaving  the  la- 
l)or  force,  i)resumably  because 
they  don't  think  any  jobs  are 
available.  That's  a  far  cry  from 
past  recoveries,  when  the  hope 
of  work  brought  people  out 
pounding  the  pavement. 

The  drive  to  improve  profit 
margins  means  that  companies 
are  hesitant  to  hire  new  people,  particularly  when  part- 
time  help  is  cheaper.  The  numlier  of  nonfarm  workers  who 
could  only  find  part-time  jobs  rose  by  109,000  in  October, 
to  6.2  million,  and  is  up  by  .364,000  since  -June. 

Corporate  bottom  lines  benefit  from  part-time  workei-s 
in  two  ways.  Companies  can  ciuickly  adjust  payrolls  to  fit 
swings  in  demand.  And  businesses  usually  do  not  pay 
for  benefits  for  part-timers.  Benefits  are  rising  at  a  much 
faster  pace  than  wages. 

WORKING  Indeed,  nonfarm  pay  is  growing  at  a 
LONGER,  snail's  pace.  Hourly  wages  rose  a  small 
MAKING  A  0.2%  in  Octol)er,  to  $10.65.  Yearly  wage 
BIT  MORE  irrowth  stood  at  2.4%  in  October,  down 
from  the  3%  pace  of  a  year  ago  (chart). 

A  longer  workweek  has  given  consumer  incomes  some 
I'elief  from  slower  wage  gains,  though.  The  factory  work- 
week rose  to  41.1  hours  in  October,  not  far  below  its  26- 
year  high  of  41.3  hours  set  in  May.  The  increase  means 
that  industrial  production  prol)ably  edged  higher  last 
month  despite  the  broad  cuts  in  jobs. 


PAY  HIKES  REMAIN 
UNDER  PRESSURE 


Employees  elsewhere  also  put  in  longer  shifts.  The) 
'nonfarm  workweek  inci'eased  Ijy  12  minutes,  to  34.5  hours,  l 
in  October.  Longer  work  time,  combined  with  the  small; 
gain  in  hourly  pay,  lifted  weekly  pay  by  a  healthy  0.8%.  I 
That  reversed  a  1.1%  drop  in  pay  in  September  and  sug-i 
gests  that  total  personal  income  rose  in  October. 

If  weekly  pay  continues  to  post  modest  gains  in  coming 
months,  rising  incomes  may  give  some  cheer  to  retaik'i's 
who  are  worried  about  the  holiday  shopping  season. 
Healthy  retail  sales  at  yearend  could  lead  to  a  pickup  in 
orders,  production,  and  jobs  in  early  1993. 

Christmas  shopping,  though, 
will  depend  heavily  on  what  cash 
consumers  have  in  their  wallets. 
That's  because  households  are 
still  keeping  their  credit  cards 
at  home.  Installment  debt  rose 
$1.6  billion  in  September,  but 
that  was  the  first  advance  since 
January. 

By  using  credit  sparingly, 
households  have  pared  their  lev- 
el of  installment  debt  outstanding 
to  16.2%  of  their  disposable  income— the  lowest  rate  in 
seven  years.  But  less  borrowing  means  that  income 
gi'owth  will  be  the  key  determinant  of  future  gains  in  con- 
sumer spending. 

Therein  lies  the  recovery's  near-term  problem,  which 
will  make  the  path  to  a  better  1993  feel  pretty  bumpy. 
Economic  growth  l)ased  solely  on  improved  productiv- 
ity—with no  accompanying  job  growth— will  not  allow 
consumer  incomes  to  grow  fast  enough  to  keep  demand 
marching  forward. 

And  businesses  that  focus  on  lowering  labor  costs  and 
improving  profit  margins  at  the  expense  of  jobs  ignore  a 
crucial  rule  in  this  consumer-driven  economy:  Cutbacks  in 
one  company's  payrolls  mean  fewer  customers  for  every-| 
one  else. 
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THE  WEEK  AHEAD 


INDUSTRIAL  PRODUCTION 


Monduii,  Nor.  W,  9:15  a.m. 
Output  at  the  nation's  factories,  mines, 
and  utilities  probably  edged  up  by  just 
0.2%  in  Octoliei',  according  to  economists 
surveyed  by  MMs  biternalional,  a  divi- 
sion of  McGraw-Hill  Inc.  The  small  ad- 
vance is  suggested  hy  the  longei'  factory 
workweek,  especially  in  overtime,  last 
month.  Nevertheless,  pi-oduction  declined 
in  thi'ee  of  the  previous  four  months, 
including  a  0.2%  droj)  in  September. 
Weak  demand,  both  foreign  and  domes- 
tic, is  causing  many  industries  to  scale 
l)ack  output  schedules.  Even  with  the 
expected  uptick  in  production,  capacity- 
utilization  rates  for  all  industi-y  prob- 
ably stood  at  78.4%  in  Octobei."  That's 


unchanged  from  September,  hut  down 
h-om  78.7%  in  August  and  79.1%  in  -July. 

BUSINESS  INVENTORIES  

Mondatj,  Nov.  16,  10  (i.ni. 
Inventories  held  by  manufacturers,  i-e- 
tailers,  and  wholesalers  were  likely  un- 
changed in  Septeml)er.  Factories  have 
already  repoi-ted  a  0.8%  decline  in  theii' 
stock  levels,  and  that  should  be  offset  by 
gains  in  retail  trade.  In  August,  busi- 
ness inventories  had  risen  by  0..3%,  led 
by  a  l)iii!dup  of  factory  goods. 

MERCHANDISE  TRADE  DEFICIT  

Wedncsdnij,  Nov.  18,  8:30  (um. 
The  MMS  consensus  calls  for  a  small  nai'- 
rowing  in  the  foreign  trade  deficit  in 
September,  to  about  $8..5  billion,  ft'om  $9 


billion  in  August.  Exports,  which 
dropped  for  two  consecutive  months, 
IJi'oliably  I'ebounded  in  September,  while 
imports,  which  fell  1.3%  in  August,  were 
little  changed. 

HOUSING  STARTS  

Thursday,  Nov.  19,  8:30  a.tn. 
Housing  starts  likely  increased  to  an  an- 
nual rate  of  1.28  million  in  October,  say 
the  MMS  economists.  That  would  be  high- 
er than  the  1.26  million  pace  in  Septem- 
ber. A  gain  in  construction  employment 
last  month,  plus  continued  I'ebuilding  in 
ai'eas  damaged  by  late-summer  huiTi- 
canes,  suggests  that  homeljuilding  picked 
up  last  month.  Rising  mortgage  rates, 
however,  pose  a  renewed  danger  to  the 
tenuous  housing  recovery. 
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DRAFTING  A 
DREAM  TEAM 

CLINTON'S  PRESIDENCY  DEPENDS  ON  HIS  PICKS 


Sizing'  up  another  winning  Demo- 
cratic White  House  bid  amid  a  sick 
economy,  FrankHn  Delano  Roose- 
velt described  his  mission  in  stark  terms: 
"These  unhappy  times,"  Roosevelt  pro- 
claimed in  1932,  "call  for  the  building  of 
plans."  No  wonder  President-elect  Bill 
Clinton — a  man  who 
loves  to  construct 
plans  and  10-point  pro- 
grams— is  so  fond  of 
KL»R  comparisons. 

As  the  euphoria  of 
his  victory  fades,  Clin- 
ton has  begun  work 
on  the  difficult  issues 
of  job  creation,  health- 
care reform,  and  defi- 
cit reduction.  The 
President-elect  has 
kept  the  single-minded 
campaign  focus  that 
carried  him  to  victory: 
His  top  priority  is  fix- 
ing the  economy.  To 
do  it,  Clinton  aims  to 
attack  the  nation's 
malaise  with  an  as- 
sault modeled  on  Roo- 
sevelt's 100  days. 

Getting  the  econo- 
my on  a  path  to  i'eco\'- 
ery  in  100  days  will  take  tact  anfl  skill. 
But  most  of  all,  it  will  require  an  ablp 
team.  That  explains  why  Clinton,  the  ir- 
repressible candidate,  is  suddenly  cau- 
tious in  choosing  who's  who  in  his  new 
administration.  "So  much  rises  and  falls 
on  the  team  we  pick,"  says  Will  Mar- 
shall of  the  Progressive  Policy  Institute, 
a  centrist  think  tank.  "The  new  Presi- 


CLINTONOMICS  AT  WORK 

Here's  how  Clinton  wants  to  alter 
the  traditional  model  of  Administra- 
tion economic  advisers: 

ECONOMIC  SECURITY  COUNCIL  A  new 

crention,  patterned  after  the  Na- 
tional Security  Council.  The  pan- 
el's charter:  to  develop  and  coordi- 
nate a  coherent  economic  policy 

COUNCIL  OF  ECONOMIC  ADVISERS 

Watch  for  this  group  now  to  focus 
on  number-crunching,  not  policy 

OFFICE  OF  MANAGEMENT  &  BUDGET 

Clinton's  0MB  gels  the  job  of  re- 
ducing the  federal  work  force 

COMMERCE  Commerce  will  oversee 
industrial  and  high-tech  policies 

TREASURY  This  department  contin- 
ues to  set  tax  policy,  guide  interna- 
tional economic  policy,  and  work 
with  the  Federal  Reserve 
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dent  must  have  people  in  key  positions 
who  can  help  him  define  his  mandate 
quickly.  We  can't  afford  old-style  Demo- 
crats committed  to  marginal  adjust- 
ments in  the  Washington  status  quo." 

But  Clinton  can't  delay  for  long.  The 
Arkansan  soon  will  appoint  a  Treasury 
Secretary  and  the 
chief  of  a  new  Eco- 
nomic Security  Coun- 
cil. Clinton  is  intent  on 
using  these  selections 
to  show  the  financial 
markets  that  he  will 
work  both  to  stimu- 
late growth  and  re- 
duce the  budget  defi- 
cit. The  econo-team's 
first  assignment:  set- 
ting up  a  two-day  eco- 
nomic summit,  tenta- 
tively planned  to  take 
place  in  December  at 
the  Governor's  man- 
sion in  Little  Rock.  On 
the  guest  list:  busi- 
ness executives.  Wall 
Streeters,  and  labor 
leaders  who  will  be 
charged  with  formu- 
lating what  one  Clin- 
ton aide  describes  as 
an  economic  "action  plan." 

There's  no  shortage  of  ideas.  Corpo- 
rate leaders  are  already  brimming  with 
suggestions  (page  32).  The  bigger  chal- 
lenge is  fashioning  discrete,  sometimes 
contradictory  notions  into  a  coherent  pol- 
icy. Already,  Clinton  is  facing  conflicting 
demands  within  his  party:  Centrists 
from  Clinton's  Democratic  Leadership 
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Council  are  arguing  with  traditional 
Democratic  liberals  over  who  gets  the 
job  of  White  House  budget  director.  Tin' 
centrists  are  angry  that  Alice  M.  Rivlin, 
a  former  Congressional  Budget  Office 
director,  has  emerged  as  a  front-runner, 
saying  they  want  someone  who  will  vig- 
orously stress  deficit  reduction  over  de- 
mands for  spending  on  social  programs. 
'HANDS-ON.'  Disputes  of  that  sort  show 
why  organizing  the  White  House  is  a 
crucial  task.  And  Clinton  has  to  suppress 
a  tendency,  developed  in  12  years  as  a 
governor,  to  try  to  do  too  much  himself. 
"This  is  a  roll-up-the-sleeves,  hands-on 
manager,"  says  transition  adviser  Wil- 
liam A.  Galston  of  the  University  of 
Maryland.  "Unless  he  has  a  character 
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WHAT'S  IN  THE  MOVING  VAN 
FROM  LITTLE  ROCK 

s  Washington  girds  for  Clinton's  arrival, 
its  denizens  are  playing  a  frantic  guessing 
game.  Which  of  Bill's  thousands  of  friends  has 
the  inside  t'  ack  with  the  President-elect?  When 
will  Hillary  drop  the  Goody  Two  Shoes  routine? 
Will  glittering  receptions  be  replaced  by  clog- 
ging parties  on  tlr  White  House  lawn?  Look  for 


VERNON  JORDAN, 

Chairman  of  Clinton's 
transition  team 


MICKEY  KANTOR 

Clinton's  staff  found 
him  arrogant,  nixing 


TRACTOR  PULLS 

in  Landover,  Md. 


DOVE  HUNTIN( 

in  Beeville,  Tex 
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ransplant,  he's  going  to  be  talking  to 
eople  all  the  time."  Indeed,  the  Clinton- 
-es  had  toyed  with  the  idea  of  the  Presi- 
ent  serving  as  his  own  staff  chief,  but 
liey're  leaning  away  from  the  plan. 
Just  as  campaigner  Clinton  made  a 
etish  of  avoiding  the  mistakes  of  Mi- 
hael  S.  Dukakis  in  1988,  the  President- 
lect  seems  determined  to  do  everything 
ifferently  from  the  last  Democrat  to 
ccupy  the  Oval  Office,  the  hapless  Jim- 
ly  Carter.  The  transition  team  believes 
)arter  erred  by  giving  his  Cabinet  too 
luch  discretion  in  hiring,  allowing  con- 
tituent  groups  to  hijack  Carter's  reform 
genda.  Worse,  Carter  overtaxed  his 
lost  able  domestic-policy  adviser,  Stuart 
].  Eizenstat,  by  putting  him  in  charge 


of  both   economic   and   social  policy. 

To  avoid  such  mistakes,  the  Clinton- 
ites  are  turning  to  two  unlikely  models. 
The  Economic  Security  Council  bears  a 
striking  resemblance  to  Gerald  R.  Ford's 
Economic  Policy  Board.  "I  certainly  was 
struck,"  says  L.  William  Seidman,  who 
was  chief  of  Ford's  EPB.  "It's  exactly  the 
same  thing."  But  the  creation  of  the 
council  creates  another  layer  in  the  deci- 
sion-making process — a  definite  draw- 
back. "The  name  of  the  game  in  the 
White  House  is  who  talked  to  the  Presi- 
dent last,"  warns  Seidman.  "His  econom- 
ic advisers  will  have  to  know  that  he 
uses  his  meetings  with  the  council  to 
make  decisions,  and  that  phone  calls  af- 
ter the  fact  will  do  them  no  good." 


The  Clintonites  also  are  closet  admir- 
ers of  the  ideological  rigor  with  which 
Ronald  Reagan  filled  Cal)inet  and  sub- 
Cabinet  jobs  in  1980.  Transition  directors 
Vernon  E.  Jordan  Jr.  and  Warren  Chris- 
topher have  the  high-profile  task  of  rec- 
ommending Cabinet  members.  But  at 
the  same  time,  Clinton  staffers  are  qui- 
etly rounding  up  potential  Under  Secre- 
taries and  assistant  secretaries  sym- 
patico  with  Clinton's  centrist  goals. 
RIGHT  OF  REFUSAL.  One  Reaganism  that 
Clint(jn  may  want  to  emulate:  placing 
high-level  White  House  loyalists  in  every 
agency,  to  ensure  that  the  Clinton  line  is 
adhered  to  throughout  government.  "Ev- 
eryone getting  a  Cabinet  post  will  under- 
stand that  Bill  Clinton  has  first  right  of 
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ECONOMIC  SECURITY 
COUNCIL 

If  Clinton's  new  com- 
petitiveness office  is 
headed  by  a  heavy- 
weight, such  as  Har- 
vard's Robert  Reich, 
the  council  could  tromp 
on  bureaucratic  toes 


COUNCIL  OF  ECONOMIC 
ADVISERS 

Quick,  who's  Mike 
Boskin?  The  CEA  has 
been  eclipsed  by  the 
more  powerful  budget 
office.  Under  Clinton  it 
will  crunch  numbers 
very,  very  quietly 
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refusal  on  staffing,"  says  a  transition 
official.  "Rill  Clinton  promised  to  be  a 
different  kind  of  Democrat.  His  chal- 
lenge now  is  to  redeem  that  promise." 

But  Clinton's  passion  to  take  a  new 
broom  to  Washington  is  risky.  The  Ar- 
kansan's  attacks  on  Capitol  cronyism 
and  nest-feathering  already  have  irritat- 
ed House  Speaker  Thomas  S.  Foley.  (D- 
Wash.)  and  Senate  Majority  Leader 
George  J.  Mitchell  (D-Me.).  Both  stand 
ready  to  fight  Clinton  if  he  pushes  for 
two  campaign  promises:  line-item  veto 
authority  or  a  big  cut  in  congressional 
staffs  to  complement  a  promised  25'/ 
cut  in  White  House  personnel. 

Clinton's  plans  to  impose  tough  new 
restrictions  on  post-employment  lobby- 
ing by  senior  Administration  officials 
also  could  backfire.  Under  plans  being 
discussed,  officials  would-  be  barred 
from  lobbying  for  companies  for  five 
years  after  leaving  government  and 
would  be  prohibited  from  working  for 
foreign  governments  for  life.  The  move 
is  designed  to  mark  a  sharp  break  with 
the  Bush  Administration's  coziness  with 
lobbyists — and  to  appeal  to  the  disaffect- 
ed supporters  of  Ross  Perot.  But,  warns 
political  scientist  James  W.  Davis  of 
Washington  University  in  St.  Louis,  Clin- 
ton "doesn't  want  to  make  the  prospect 
of  public  service  unattractive  to  people 
in  the  private  sector.  He  could  shoot 
himself  in  the  foot." 
TIME  PRESSURE.  That  may  be  why  Clin- 
ton is  moving  so  cautiously.  Transitions 
have  a  way  of  setting  the  tone  for  an 
Administration,  establishing  its 
strengths  and  sometimes  planting  the 
seeds  of  its  destruction.  Political  scien- 
tist Stephen  Hess  of  the  Brookings  Insti- 
tution warns  that  governors  who  come 
to  Washington,  especially  those  from 
smaller  states,  often  underestimate  the 
bureaucracy.  "The  first  thing  Clinton 
must  remember  is  that  Washington  isn't 
Little  Rock  writ  large,"  says  Hess. 

Clinton,  the  Georgetown  University 
graduate  and  National  Governors'  Assn. 
veteran,  is  no  capital  neophyte.  But  in 
the  coming  weeks,  he  must  constantly 
remember  that  his  power  could  peak  the 
day  he  takes  office.  Faced  with  such 
intense  time  pressure  on  the  economy, 
having  well-built  plans  ready  to  roll  on 
Jan.  20  may  be  the  only  way  to  go. 

Bji  Douglas  Hnrbrecht  iii  lVas/ii>iglon 


CAMERA  ASSEMBLY:  CHINA'S  GROWTH  COULD  SLOW  IF  CLINTON  LINKS  TRADE  TO  HUMAN  RIGHTS 


THE  WORLD 
SIZES  UP  CLINTON 


Leaders  are  trying  to  forecast  his  foreign  agenda  from  campaign  clues 
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hen  Governor  Bill  Clinton  visit- 
ed Hong  Kong  a  few  years 
jack  to  drum  up  interest  in  Ar- 
kansas, the  then-U.  S.  Consul  General  of- 
fered to  host  a  welcoming  cocktail  party. 
Trouble  was,  "I  could  hardly  get  anyone 
to  come,"  recalls  Burton  Levin,  now  direc- 
tor of  the  Asia  Society  Hong  Kong  Cen- 
ter. Levin's  only  suggestion  to  the  jilted 
governor  was  to  try  and  interest  local  ex- 
ecutives in  the  prospect  of  importing  Ar- 
kansas catfish. 

Today,  of  course,  if  Clinton  were  to  vis- 
it, organizers  would  need  to  rent  out  the 
83,0()0-seat  Shatin  Racecourse  stadium  to 
hold  all  those  who  would  come  to  check 
out  America's  new  leader.  Indeed,  all  eyes 
around  the  world  are  on  the  President- 
elect, an  unknown  quantity  when  it  comes 
to  foreign  affairs.  In  Hong  Kong,  leaders 
await  signs  of  Clinton's  tilt  on  human 
rights  vs.  trade  with  China,  since  the  colo- 
ny's future  rests  with  Beijing.  And 


around  the  globe,  there's  much  at  stake. 

Clinton  campaigned  to  become  the  first 
post-cold-war  President.  He  vowed  to 
move  beyond  obsolete  East- West  divisions 
and  put  the  U.  S.  economy  at  the  top  of 
his  agenda,  to  lead  the  world  from  a  posi- 
tion of  strength.  A  whole  new  set  of  inter- 
national relations  needs  mapping  out.  The 
world  is  watching  to  see  just  how  Clinton 
shapes  a  new  American  foreign  policy. 

The  first  signals  will  come  quickly 
enough.  If  a  trade  brawl  with  Europe 
(page  34),  turmoil  in  Russia,  and  a  widen- 
ing war  in  Yugoslavia  aren't  enough, 
there  is  also  the  delicate  Middle  East  | 
peace  process  to  prod  forward.  Down  the 
road,  Clinton  faces  a  slew  of  trade  dis- 
putes with  Europe  and  Asia. 
INFORMAL.  Meanwhile,  friends  and  foes 
alike  are  trying  to  take  the  measure  of  the 
man,  hard  as  it  is  before  key  Cabinet 
posts  are  filled  and  policies  are  outlined. 
New  to  the  world  stage,  Clinton  has  few 
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THE  GRAND  OLE  OPRY 

"linton  knows  most  of 
^lashville  went  for 
lush.  Randy  Travis 
/on't  be  warbling  at 
inv  sfote  dinners 


JOGGING 

jiggly-legged  variety) 
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DIVERSITY 

Clinton's  transition 
team  is  led  by  a  black 
lawyer  and  includes  a 
woman,  an  Hispanic, 
and  several  Jews. 
Saaay — where  are  the 
Asians,  Native  Ameri- 
cans, and  Samoans? 


THE  OLD-BOY  NETW(^ 

Sure,  there's  a  grouj ; 
of  former  Rhodes 
Scholars  who  pore 
over  Swedish  land-ll 
manuals.  But  thank'l 
Hillary's  influence, 
Clinton's  team  will 
'look  like  America' 


rsonal  relationships  abroad,  and  his  in- 
rmal  style  is  jarring  lo  some  old-school 
lyers.  German  Chancellor  Helmut  Kohl 
(Iressed  his  congjratulatory  telegram  to 
Villiam  Clinton"  and  was  taken  aback  to 
irn  that  the  President-elect  goes  by 
iill."  Even  the  "special  relationship" 
th  Britain  will  need  extra  tending.  Clin- 
n's  campaign  talk  of  sending  an  envoy 

Northern  Ireland  and  withdrawing 

S.  troops  from  Europe  have 
•itain's  Foreign  Office  on  edge. 
What  Clinton  lacks  in  friend- 
ips  he  may  make  up  for  in 
ared  outlook.  Many  of  his  policy 
escriptions,  such  as  business- 
ivernment  partnerships  and  na- 
mal  health  care,  have  a  familiar 
ig  abroad.  "In  the  1980s,  Rea- 
.nism  was  applied  by  the  Euro- 
ans.  Now,  it's  the  reverse.  For 
inton,  Europe  is  ...  a  model," 
ys  Dominique  Moisi,  associate 
•ector  of  the  French  Institute  of 
ternational  Relations.  Clinton 
!0  seems  more  willing  than 
ish  to  share  global  power.  He 
cks  permanent  seats  for  Japan 
d  Germany  on  the  U.  N.  Securi- 

Council  and  likely  wouldn't 
Dck  a  Franco-German  military 
rce  to  supplement  NATO.  "Clin- 
n  doesn't  think  [the  U.  S.]  has  to 

everything  everywhere,"  says 
;op  foreign  policy  adviser. 
NK  SUPS.  U.  S.-Japan  relations, 
trade  mine  field,  will  be  one  of 
inton's  early  tests.  The  subject: 
;e,  one  of  Arkansas'  big  prod- 
ts.  Tokyo  has  an  absolute  ban 

imported  rice,  although  it  has 
Teed  to  open  its  market  gradu- 
y,  beginning  with  just  37'.  But 
e  impatient  U.  S.  Rice  Millers' 
>sn.  is  threatening  to  revive  a 
mplaint  against  Japan. 
The  pressure  will  mount  when, 
5t  as  Clinton  takes  office,  Japan  an- 
unces  its  largest  trade  surplus  ever: 
are  than  $124  billion.  At  the  same  time, 

S.  corporations  competing  with  the  Jap- 
,ese,  including  General  Motors,  IBM,  and 
'&T,  will  hit  employees  with  a  blizzard  of 
nk  slips.  Next,  Japanese  electronics 
inufacturers,  which  pledged  to  buy  20' ' 

their  semiconductors  from  the  U.  S., 
obably  will  miss  a  Jan.  1  deadline  for 
mpliance,  prompting  U.  S.  chipmakers 
demand  stepped-up  pressure. 
Meanwhile,  a  battle  to  shape  Jai^an  poli- 


cy is  in  full  swing  as  Clinton  and  his  iimer 
circle  take  soundings  from  a  wide  array  of 
experts.  As  in  other  areas,  Clinton  advis- 
ers are  divided — and  the  President-elect 
hasn't  indicated  which  way  he'll  jump. 
Among  those  with  Clinton's  ear  are  hard- 
liners Glen  S.  Fukushima,  a  former  trade 
official  now  an  AT&T  executive  in  Japan, 
Mike  Mochizuki  of  the  University  of 
Southern  California,  and  Robert  M.  Orr 


Jr.,  a  onetime  foreign  aid  official,  now 
teaching  at  Temple  University's  Tokyo 
branch,  who  thinks  Clinton's  first  trip 
abroad  should  be  to  Japan.  But  in  general, 
Clinton  doesn't  share  Bush's  philosophical 
aversion  to  managed  trade,  advisers  say. 
Instead  of  negotiating  to  open  doors,  Clin- 
ton may  cut  more  deals,  such  as  the  semi- 
conductor accord  that  set  specific  targets 
for  U.  S.  access. 

Of  all  trade  partners,  China  has  the 
most  to  fear.  Clinton  has  backed  congres- 
sional moves  to  link  renewal  of  trade  priv- 


ileges to  China's  record  on  human  rights 
and  arms  trafficking — bills  Bush  vetoed. 
At  stake  for  China  is  $20  billion  in  exports 
to  the  U.  S. — without  which  its  speedy 
growth  could  derail. 

CHINA  CHOICE.  Clinton  has  until  June  3  to 
decide  whether  to  renew  most-favored-na- 
tion trade  status  for  China.  Some  experts 
suggest  that  the  U.  S.  has  more  leverage 
over  China  than  Bush  was  willing  to  use. 
They  point  out  that  after  Bush's 
F-16  fighter-jet  sale  to  Taiwan  this 
fall,  China  gave  in  to  U.  S.  trade 
demands.  One  likely  scenario: 
Clinton,  mindful  of  China's  emerg- 
ing role  as  an  economic  superpow- 
er, presses  for  better  performance 
on  trade,  human  rights,  and  non- 
proliferation  but  gets  Capitol 
Hill's  blessing  for  mild  or  no  con- 
ditions on  MFN  renewal.  A  key 
Asia  adviser:  Richard  C.  Hol- 
brooke, a  State  Dept.  official  un- 
der Carter,  who  counsels  against 
isolating  China. 

Before  he  has  to  worry  about 
China,  though,  Clinton  may  have 
to  face  chaos  in  the  former  Soviet 
Union.  Clinton  criticized  Bush  for 
not  doing  enough  to  bolster  Rus- 
sian President  Boris  Yeltsin.  But 
just  as  it's  becoming  clear  that  the 
former  Soviet  Union  will  need 
mountains  of  Western  aid,  Rus- 
sia's retreat  from  reforms  and  its 
backsliding  on  arms-control 
pledges  threaten  to  undermine 
U.S.  public  support.  "The  U.S. 
has  to  do  some  heavy  thinking 
about  what  we  can  and  cannot  tol- 
erate," says  a  State  Dept.  East- 
West  expert. 

And  elsewhere,  Iraq  or  a  resur- 
gent Iran  may  try  to  goad  Clinton 
into  a  test  of  his  willingness  to  use 
force.  Clinton  says  he  will  keep 
the  U.  S.  air  cap  over  the  region. 
Military  might,  though,  is  bound  to  take 
a  l)ack  seat  to  pumping  up  America's  eco- 
nomic muscle  in  the  new  foreign  policy 
agenda.  "Our  economic  strength  must  be- 
come a  central  defining  element  of  our  na- 
tional security  policy,"  Clinton  told  a 
Georgetown  University  audience  nearly  a 
year  ago.  The  world  awaits  Clinton's 
chance  to  put  that  principle  into  practice. 

By  Ami/  Borrus.  with  Paul  Magnussou  in 
Washington.  Karen  Lowry  Miller  in  Tokyo. 
Dare  Lindortf  in  Hong  Kong.  Gail  E. 
Schares  in  Bonn,  and  bureau  reports 
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BUSINESS  SPEAKS  TO  CLINTON 
—IN  MANY  TONGUES 


Executives  invited  to  December's  economic  summit  agree  on  very  little 


b: 


Clinton,  conciliator  and  consen- 
sus-builder, is  in  for  a  real  work- 
mt  when  he  convenes  his  summit 
of  business  leaders  and  economists  next 
month.  If  he  expects  the  f'Kos  to  speak 
with  one  voice  on  the  problems  of  the 
American  economy,  he  can  forg-et  it. 

Consider  trade.  "If  Clinton  follows 
through  with  his  support  of  tlie  North 
American  Free 


fees — to  support  education,  rebuild  in- 
frastructure, and  create  a  national  "data 
highway,"  says  Roger  A.  Strauch,  CEO 
of  Teknekron  Communications  Systems 
in  Berkeley,  Calif.  Wrong,  says  Joseph 
Mooibroek,  president  and  CEO  of  Ameri- 
can Medical  Electronics  Inc.  in  Richard- 
son, Tex.  He  thinks  new  taxes — even  on 
the  rich — will  hurt  more  than  help.  From 
hikes  in  taxes, 


the  deficit— but  not  too  quickly. 
Shrink  government  by  cutting  waste 
and  looking  hard  at  outdated  pro- 
grams. Think  'user  fees,'  not  'taxes' 

ir  Steer  clear  of  protectionism 

*  Spur  investment  with  targeted  cuts 
in  capital-gains  taxes,  faster  depre- 
ciation, and  investment  and  re- 
search credits 


-k  Create  jobs  in  private  industry,  not 
government.  Cut  unnecessary  regu-  ^ 
lotions  and  paperwork 

*  Don't  try  to  impose  a  nationalized 
health  system.  Reform  health  care 
by  controlling  costs,  cutting  regula- 
tions, and  boosting  competition 

*  Keep  a  lid  on  liberal  Democrats 
in  Congress 


Trade  Agreement  and  continues  opening 
markets  rather  than  becoming  protec- 
tionist, I'm  hopeful,"  says  W.J.  "Jerry" 
Sanders  III,  chairman  of  Advanced  Mi- 
cro Devices  Inc.  in  Sunnyvale,  Calif.  But 
will  he?  Not  a  chance,  says  Ely 
Callaway,  cko  of  clubmaker  Callaway 
Golf  Co.  in  Carlsbad,  Calif.  "We  are  in  a 
trade  war  and  losing  it  every  day," 
Callaway  warns. 

Or  take  taxes.  The  new  Administra- 
tion should  raise  taxe.s — especially  user 


"y(_>u'll  get  a  long-term  (le|)ressive  ef- 
fect," he  says. 

In  fact,  CKOs  seem  to  agree  on  just  a 
few  issues  (table).  Not  surprisingly, 
most  want  incentives — either  investment 
tax  credits  or  targeted  cuts  in  capital- 
gains  taxes — to  boost  capital  spending. 
And  whatever  Clinton  does  to  stimulate 
growth,  business  wants  to  tell  him: 
Leave  the  job  creation  to  us. 

James  L.  Vincent,  chairman  of  Biogen 
Inc.  in  Cambridge,  Mass.,  snaps:  "I  just 


hope  that  he  and  his  Democratic  cohorts 
in  Congress  remember  that  only  the  pri- 
vate sector  can  create  long-term,  surviv- 
able  jobs."  Even  tax  breaks  to  boost  pri- 
vate-sector hiring  are  a  bad  idea,  says 
AMD's  Sanders:  "No  one  is  going  to  hire 
people  you  don't  need,  so  government 
would  be  paying  companies  to  do  what 
they'd  be  doing  anyway." 

Just  like  the  voters,  business  leaders 
often  saw  what  they  wanted  to  see  in 
Clinton.  To  Mesa  Inc.'s  T.  Boone  Pick- 
ens, "it's  obvious  that  [Clinton]  believes 
in  natural  gas  as  a  domestic  fuel  and 
that  it  should  be  used  in  place  of  foreign 
oil  and  foreign  gasoline."  Fluor  Corp. 
CEO  Leslie  G.  McCraw  hopes  Clinton's 
emphasis  on  infrastructure  can  be 
stretched  to  include  the  heavy  industrial 
l)lants  Fluor  builds. 

HIDDEN  VEIN?  Silicon  Valley  and  other 
high-tech  centers — the  source  of  many 
of  Clinton's  business  endorsements — see 
a  new  day  of  industrial  policy  dawning. 
"This  separation  between  business  and 
government  needs  to  be  changed,"  says 
Edward  R.  McCracken,  president  of  Sili- 
con Graphics  Inc.  James  R.  Houghton, 
chairman  of  Corning  Inc.,  hopes  Clinton 
will  combine  the  Commerce  Dept.  and 
U.  S.  Trade  Representative's  office  into 
a  competitiveness-boosting  agency. 

Some  CEOS  will  bring  Clinton-style 
four-point  programs  to  the  summit. 
Chairman  John  Sculley  of  Apple  Com- 
puter Inc.  wants  to  stimulate  small  busi- 
ness by  cutting  capital-gains  taxes,  eas- 
mg  bank  regulation,  setting  up  pools  to 
help  smaller  companies  market  commer- 
cial paper,  and  forcing  federal  agencies 
to  consolidate  their  many  reporting  de- 
mands into  one  short  form. 

Many  others  believe  Clinton  needn't 
do  a  thing  to  give  the  econom.y  a  boost. 
Just  by  appearing  to  tackle  problems 
head-on,  says  Playboy  Enter[)rises  Inc.'s 
CEO,  Christie  Hefner,  Clinton  has  tapped 
a  hidden  vein  of  energy.  "There's  pent- 
up  optimism  among  a  lot  of  business 
people,"  she  says.  Ryal  R.  Poppa,  chair- 
man and  CEO  of  Storage  Technology 
Corp.,  puts  it  most  bluntly.  Regardless 
of  what  Clinton  does,  predicts  Poppa,  "I 
bet  within  two  weeks  you'll  see  people 
saying:  'Things  are  better.'  " 

B)/  Mike  McNamec  hi  Wnshli/gton,  ivithh 
Ricliitrd  Brandt  and  Robert  D.  Hof  in  San 
Francisco  and  bureau  reports 


MOTOR  HOMES,  SUMMER  HOMES, 

summers  in  Hot  Springs      fishing  in  Maine 


PAMELA  HARRIMAN, 

the  new  superhostess 


GEORGEHE 
MOSBACHER 


BASS-FISHING  BOATS 


CIGARETTE  BOATS 


OPLEI 


THOMAS  F.  'MACK' 
McLARTY  III 


Born  in  Hope, 
Ark.,  June, 
1946 — two  months  before  boy- 
hood pal  Bill  Clinton 

Joined  family 
business, 
McLarty  Leasing,  in  1969. 
Moved  to  Arkia  Inc.  in  1979.  In 
1984,  became  Arkla's  CEO 


PERSONAL 


PROFESSIONAL 


POLITICAL 


Served  two  years 
in  the  Arkansas 
House.  Former  member  of  Demo- 
cratic National  Committee. 
Chaired  Clinton's  1978  guberna- 
torial campaign 

A  policy- 
making job 
in  the  Clinton  Administration  ? 

DATA:  BW 


NEW  AMBITION 


(ILL  AND  MACK:  A  LONG  WAY  FROM 
AISS  MARY'S  KINDERGARTEN 


homas  McLarty,  gas  exec  and  Clinton  pal,  may  be  a  voice  for  business 


l^^ichard  Nixon  had  Robert  Abplan- 
mff  alp  and  Bebe  Rebozo.  Ronald 
i^lkReagan  had  Alfred  Bloomingdale 
id  his  millionaire  buddies.  And  Presi- 
?nt-elect  Bill  Clinton  has  .  .  .  Mack 
cLarty. 

Many  Presidents  form  fast  friendships 
ith  successful  business  executives.  But 
lomas  L.  McLarty  III,  chairman  of  nat- 
■al-gas  giant  Arkla  Inc.,  is  a  First 
[•iend  with  a  difference.  McLarty,  46, 
ng  has  straddled  the  worlds  of  busi- 
?ss  and  politics.  Now,  his  longtime  as- 
iciation  with  Clinton  has  landed  him  a 
b  as  a  director  of  the  President-elect's 
ansition  team,  where  he'll  try  to  re- 
uit  top  business  talent  for  the  new 
dministration.  "I  think  most  people 
ould  strongly  support  a  fresh,  busi- 
jsslike  approach  to  government," 
cLarty  says. 

If  McLarty  sometimes  sounds  like 
linton,  it's  no  accident.  The  two  bud- 
ng  bubbas  met  in  Miss  Mary's  Kinder- 
irten,  a  private  nursery  school  back  in 


Hope,  Ark.,  and  have  been  friends  ever 
since.  "I  doubt  if  there'll  ever  be  any 
other  Presidential  nominees  graduating 
from  Miss  Mary's,"  McLarty  says. 

Although  McLarty's  childhood  was  far 
more  comfortable  than  Clinton's,  the 
two  have  followed  paths  that  have 
crissed  and  crossed.  When  Clinton  made 
his  life-changing  trip  to  John  F.  Kenne- 
dy's White  House  as  a  participant  in  the 
1963  Boys'  Nation,  McLarty  was  elected 
president  of  Arkansas  Boys'  State. 

When  Clinton  took  off  for  George- 
town, Oxford,  and  Yale,  McLarty  trav- 
eled up  the  road  to  the  University  of 
Arkansas  in  Fayetteville.  After  that,  he 
served  a  term  as  the  youngest  state  rep- 
resentative in  Arkansas  history,  then  re- 
turned to  Hope  to  help  his  auto-dealer 
father  build  a  car-  and  truck-leasing 
business — which  eventually  made  the 
McLartys  rich. 

The  senior  McLarty,  who  died  in  1977, 
was  close  to  many  of  Arkla's  directors. 
So,  in  1974,  28-year-old  Mack  was  elected 


to  the  board  of  the  company,  which  at 
the  time  was  little  more  than  the  local 
gas  utility.  "I  tried  to  look  wise  and  nod 
at  the  right  times,"  he  says  of  his  early 
board  tenure.  In  1979,  he  went  to  work 
for  Arkla  full-time,  at  a  subsidiary  com- 
pany. The  politically  astute  McLarty 
rose  swiftly  through  the  company,  be- 
coming president  of  the  Arkansas  gas 
distribution  operation  in  1983.  By  1985, 
he  had  risen  to  chairman  and  chief  exec- 
utive of  the  parent  company. 

Arkla,  like  the  rest  of  the  gas-pipeline 
industry,  has  been  hurting  in  recent 
years.  In  the  early  1980s,  the  $2.8  billion 
company  signed  long-term  "take-or-pay" 
contracts  to  buy  gas  at  prices  that 
turned  out  to  be  well  above  the  spot 
market.  Because  its  purchasing  commit- 
ments were  larger  than  its  customer  de- 
mands, McLarty  then  snapped  up  local 
gas  utilities  along  the  gulf  coast  and  in 
Minnesota  to  create  markets. 

But  the  acquisitions  left  the  company 
saddled  with  debt,  and  a  string  of  warm- 
er-than-normal  winters  in  its  service  ar- 
eas turned  the  tap  down  on  cash  flow. 
Profits  have  tumbled  from  $133  million 
in  1988  to  $18  million  last  year.  The 
stock  has  fallen  from  nearly  30  in  1983 
to  less  than  9  recently. 
HELPING  A  PAL.  Despite  Arkla's  prob- 
lems, analysts  give  McLarty  mostly 
glowing  reviews — when  they're  on  the 
record.  But  one  analyst  who  takes  a  par- 
ticularly dim  view  of  his  leadership  sug- 
gested that  the  reason  "he  hasn't  been 
criticized  more  is  because  he's  such  a 
nice  guy."  Adds  a  former  employee,  who 
also  wished  to  remain  anonymous:  "I 
think  he's  a  politician  in  a  corporate  role. 
His  best  asset  is  that  he  can  remember 
the  name  of  every  person  he  has  ever 
met." 

McLarty  takes  pains  to  say  he's  not 
angling  for  an  Administration  job.  "I'm 
just  here  to  be  supportive  of  my  oldest 
friend,"  he  demurs.  But  he  has  been  ru- 
mored for  several  posts,  including  Ener- 
gy Secretary  and  Transportation  Secre- 
tary. Clinton  has  been  tight-lipped  about 
appointments,  but  as  the  only  executive 
among  the  lawyers  and  politicians  on  the 
transition  team,  McLarty  is  sure  to  be 
deluged  with  resumes.  Even  if  he 
doesn't  come  to  Washington,  he  could 
become  an  important  business  pipeline 
into  the  Oval  Office.  And  it  all  began  in 
a  place  called  Hope. 

By  David  Dodson  in  Washitigtou 
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LEISURELY  GOLF 

in  Rock  Creek  Park 


SPEED  GOLF 

at  Burning  Tree 


FRANCE  HAS  LOUDLY  DEFENDED  FARM  SUBSIDIES,  BUT  MITTERRAND  NOW  TAKES  A  SOFTER  LINE 


BUSH'S  FIRST  SHOT 
MAY  AVERT  A  TRADE  WAR 


The  wine  duties  could  force  compromise  on  a  long-simmering  dispute 


Call  it  the  "smart  bomb"  of  trade 
warfare.  In  vowing  to  raise  tariffs 
to  200'/;  on  $300  million  worth  of 
white  wine  and  other  exports  from 
France,  Germany,  and  Italy,  the  Bush 
Administration  precisely  targeted  the 
main  European  Community  obstacles  to 
resolving  a  seemingly  endless  dispute 
over  agricultural  subsidies,  specifically 
production  of  oilseeds.  In  doing  so, 
Washington  may  have  helped  avert  an 
all-out  trade  war. 

Within  days.  Bush's  laser-guided  sanc- 
tions were  homing  in.  On  Nov.  9,  E<' 
foreign  ministers  rejected  French  calls 
for  retaliation  and  got  solidly  behind  the 
need  to  negotiate  before  the  Dec.  5  dead- 
line Washington  set.  And  on  Nov.  11,  the 
European  Commission  voted  to  restart 
agriculture  talks  with  the  U.  S.  under 
the  General  Agreement  on  Tariffs  & 
Trade  as  soon  as  possible.  Meetings  be- 
tween EC  and  U.  S.  trade  officials  al- 
ready are  being  scheduled.  "Getting  in- 
volved in  a  trade  war  would  be  the  most 
stupid  thing  we  could  do  at  the  mo- 
ment," says  Germai'  Foreign  Minister 
Klaus  Kinkel.  Even  French  President 
Francois  Mitterrand  has  shifted  liis  tone 
of  late,  accenting  the  need  to  avoid  iso- 
lating France  within  Europe  over  the 
trade  issue. 

What  tipped  the  balance  for  France, 


the  EC's  biggest  agricultural  exporter 
and  loudest  defender  of  farm  subsidies? 
Apart  from  Washington's  big  stick,  pres- 
sure from  within  the  EC  has  intensified 
dramatically.  Although  Bonn,  tradition- 
ally an  ally  of  Paris,  has  not  been  vocal 
about  France's  recalcitrance,  other  EC 
members  have.  And  the  French  don't 
want  to  be  blamed  for  a  collapse  in 
C.'XTT. 

NO  CHEWING.  Europe's  recent  disunity  is 
one  reason  Washington's  volley  was  so 
deadly.  From  paralysis  over  Yugoslavia 
to  fumblings  and  setbacks  over  ratifica- 
tion of  the  Maastricht  Treaty,  EC  mem- 
bers have  reverted  to  covering  domestic 
politics  rather  than  shaping  collective  po- 
sitions on  key  internal  and  external  is- 
sues. "The  EC  is  fast  becoming  an  orga- 


EC  PRESIDENT  DELORS:  PUBLIC  PRESSURE 
MAY  MEAN  HE'LL  HAVE  TO  MAKE  A  DEAL 


nization  that  can't  walk  and  chew  gum 
at  the  same  time,"  says  a  senior  U.  S. 
official  in  Europe.  "And  in  the  last  few 
weeks  they  haven't  even  been  able  to 
walk  unaided." 

The  turning  point  may  have  come 
when  Ray  MacSharry,  EC  farm  commis- 
sioner, withdrew  as  a  key  negotiator, 
citing  interference  from  EC  Commission  | 
President  Jacques  Delors,  a  potential  j 
successor  to  Mitterrand.  The  incident  ! 
served  as  a  public  embarrassment  to  j 
France.  The  Nov.  10  announcement  that  ; 
MacSharry  will  return  to  the  talks  j 
means  France  will  find  it  tougher  to  op-  j 
erate  behind  the  scenes  through  Delors  ! 
as  talks  resume.  And  since  the  U.  S.  and  ' 
KC  are  as  little  as  1  million  metric  tons  ' 
apart  on  where  reduced  levels  of  EC  oil- 
seed production  should  lie,  there's  plenty  ' 
<if  room  for  a  pact. 

French  officials  have  quietly  begun 
examining  whether  there's  a  face-saving 
way  to  present  lower  output  levels  to 
farmers  as  the  inevitable  result  of  Euro- 
pean agricultural  reforms.  Another 
strategy:  The  EC  could  sweeten  the  oil- 
seed pill  by  securing  U.  S.  concessions 
on  service  industries  when  the  stalled 
GATT  talks  resume. 

STRADDLER.  But  France's  socialists,  fac- 
ing angry  farmers  in  the  runup  to  legis- 
lative elections  next  spring,  could  yet 
find  a  trade  deal  unpalatable.  And  they 
could  easily  revive  the  crisis.  So  far,  Par- 
is has  been  able  to  count  on  solid  sup- 
port from  agricultural  interests  inside 
and  outside  Bonn.  To  underline  the 
point.  Bush's  wine  levies  are  aimed  at 
the  Burgundy  and  Rhineland  vineyard 
regions  that  are  home  to  France's  Agri- 
culture Minister  and  German  Chancellor 
Helmut  Kohl,  respectively. 

Kohl  has  so  far  deftly  straddled  his 
allegiance  to  Paris  and  Washington, 
pressuring  France  only  discreetly.  Now, 
the  risk  of  a  trade  war  as  a  new,  less 
free-trade-minded  Administration  moves 
into  Washington  has  mobilized  German 
industry,  too.  On  Nov.  9,  two  leading 
German  industrial  groups  that  back 
Kohl  lashed  out  publicly  at  Delors  and 
demanded  that  Kohl  work  to  bring 
France  around.  They  fear  that  failed 
trade  talks  will  prompt  the  collapse  of 
the  global  trading  system  on  which  Ger- 
many's export-led  economy  depends. 

Muscling  France  "is  something  Ger- 
many is  always  reluctant  to  do,"  says 
Stephen  Woolcock,  a  European  trade 
specialist  at  Britain's  Royal  Institute  of 
International  Affairs.  But  with  the  two 
sides  heading  back  to  the  negotiating 
table,  Bush's  smart  bomb  may  have 
nailed  even  that  problem. 

By  Bill  Javetski  in  Paris,  with  Patrick 
Oster  in  Brussels,  and  John  Templeman  in 
Bonn  I I 
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CUTIVE  SUITE  I 


ORD  IS  SET  TO  PICK 

,  STEADY-AS-YOU-GO  PRESIDENT 


ex  Trotman,  a  37-year  veteran,  counts  beans  and  focuses  on  design 


■oul-weather  flying  was  Alexander 

■  J.  Trotman's  specialty  as  a  Royal 
r  Air  Force  airman  in  1955.  Night  af- 

■  night,  the  young  navigator  drilled  in 
rkshire  by  taking  off  and  landing  in 
ise  fog  or  howling  gales.  These  days, 
jtman,  head  of  F'ord  Motor  Co.'s 
irth  American  automotive  operations, 
navigating  a  different  kind  of  turbu- 
ice:  Auto  sales  worldwide  are  so  de- 
?ssed  that  even  Japanese  carmakers 
;  struggling.  And  while  crosstown  ri- 
!  Chrysler  Corp.  surges  back  from  a 
ish  with  oblivion.  General  Motors 
rp.  is  trying  des- 
"ately  to  stanch  its 
w  of  red  ink. 
30  far,  the  British- 
rn  Trotman,  59, 
3  kept  Ford  on  a 
!ady  domestic 
irse.  So  steady,  in 
;t,  that  the  37-year 
rd  veteran  is  ex- 
ited to  be  named 
;  company's  presi- 
nt  and  earn  a  seat 

the  Ford  board, 
e  promotion  could 
me  as  soon  as 
IV.  12,  when  the  di- 
:tors  are  set  to 
;et.  Ford  won't 
mment  on  its 
ms,  but  such  an  el- 
ation would  put 
otman  solidly  in 
e  to  succeed  Ford 
airman  and  Chief 
;ecutive  Harold  A. 
ling,  67,  who  is 
e  to  retire  in  1993. 
»OD  LISTENER.  The  early  reviews  on 
ling's  choice  of  successor  are  solid, 
rotman  is  an  excellent  choice,"  says 
•orge  C.  Peterson,  president  of  Auto- 
cific  Group  Inc.,  a  consulting  firm, 
[e's  a  person  who  can  walk  the  tight- 
36  between  keeping  very  good  finan- 
.1  controls  on  operations  while  main- 
ning  a  good  product."  Former 
leagues  say  Trotman  is  a  good  listen- 

who's  not  afraid  to  voice  unpopular 
inions.  And  Shigeo  Kasuga,  director 

international  business  for  joint-ven- 
•e  partner  Mazda  Motor  Corp.,  says 
otman  stands  out  as  quiet  and 
)ughtful  among  Ford  executives. 
Trotman's  3V2  years  at  the  wheel  of 
rd's  North  American  operations  dem- 


onstrate that  he's  also  not  afraid  to  get 
his  hands  dirty.  The  executive,  who 
prides  himself  on  penny-pinching, 
trimmed  white-collar  ranks  by  5%  this 
year  and  slashed  $2  billion  from  Ford's 
product-development  budget.  "It's  just 
amazing  how  much  waste  there  is,  when 
you  really  get  down  to  it,"  he  says.  One 
example:  Trotman  told  a  team  in  charge 
of  a  Ford  newsletter  to  switch  from 
first-class  to  third-class  mail. 

But  Trotman  insists  that  he  doesn't 
plan  to  cut  corners  on  design.  Indeed,  in 
the  past  few  months.  Ford  has  launched 


$1  billion  in  capital  from  a  preferred 
stock  offering  last  month.  Unlike  GM  and 
Chrysler,  stuck  with  unfunded  pension 
liabilities,  Ford's  pension  fund  is  over- 
funded. 

DICEY  PROSPECTS.  Despite  all  this,  Ford 
isn't  back  in  the  black  yet.  The  company 
lost  .$159  million  in  the  third  quarter  of 
1992,  after  an  $840  million  first-half  prof- 
it. And  it  has  warned  Wall  Street  that  its 
fourth-quarter  prospects  are  dicey, 
thanks  to  weak  North  American  and  Eu- 
ropean demand.  J.  Gerard  Paul,  an  ana- 
lyst at  Sanford  C.  Bernstein  &  Co.,  ex- 
pects the  company  to  post  a  $620  million 
gain  on  $84  billion  in  revenues  for  1992. 
Trotman  says  he  would  like  Ford  even- 
tually to  earn  $5  billion  on  annual  reve- 
nues of  $100  billion.  That's  a  goal  the 
company  is  "extremely  unlikely"  to 
reach  next  year,  Trotman  concedes. 

Trotman's  respect  for  design — even  in 
the  face  of  hard  economic  times — may 
be  the  result  of  harsh  lessons  learned  as 


TROTMAN'S 
BIG  PROBLEM... 


NEW  BOSS?  ADEPT 
AT  COST-CUTTING 


▲  BILIIONS  OF  DOLURS 

...AND  THE  NEW  MODELS 
HE'S  BANKING  ON 

1993  Lincoln  Mark  VIII  luxury  coupe 

J994  Ford  Mustang  sports  car;  front- 
wheel-drive  minivan 

1995  Ford  Tempo/Mercury  Topaz  com- 
pacts, Lincoln  Continental  luxury  sedan 

1996  Ford  Taurus/Mercury  Sable  midsize 
family  sedans,  Ford  midsize  pickup  truck, 
Lincoln  Town  Car  full-size  sedan 

1997  Ford  Explorer/Ford  Bronco  sport- 
utility  vehicles.  Ford  Escort/Mercury 
Tracer  compacts 

DATA:  COMPANY  REPORTS,  SANFORD  C.  BERNSTEIN,  DRI/McGRAW  Hill 


a  raft  of  new  products,  incluiliu^  Ui 
sporty  Ford  Probe  compact,  the  Mercury 
Villager  minivan,  and  the  Ford  Ranger 
compact  pickup.  And  the  company  has 
dozens  of  important  new  models  in  the 
pipeline  (table).  Under  Trotman,  says 
Bernard  G.  Campbell,  an  analyst  at 
DRi/McGraw-Hill,  "most  of  Ford's  prod- 
ucts introduced  over  the  past  few  years 
hit  the  market  on  time,  within  budget, 
and  sold  well." 

Indeed,  Ford  vehicles  moved  well 
enough  during  the  first  10  months  of 
1992  to  gain  the  company  1.3  points  of 
market  share,  snagging  24.57'  of  the 
U.  S.  light-vehicle  market.  Overall, 
Ford's  balance  sheet  is  strong,  and  the 
company  bolstered  it  with  an  additional 


Hi  "I  i  wiii  i.iiii.|n'.  Wlirii  'IViiUiian 
left  his  European  post  in  1989,  Ford  was 
the  most  profitable  auto  maker  on  the 
Continent,  riding  a  tide  of  solid  products 
and  weak  competition.  But  the  bottom 
fell  out  suddenly  when  European  econo- 
mies weakened  last  year. 

For  Ford,  that  problem  was  com- 
pounded by  product  shortcomings.  Un- 
der pressure  from  Detroit,  Trotman  had 
scrimped  on  new-product  spending  dur- 
ing the  late  1980s.  As  a  result,  its  Euro- 
pean Escort  was  derided  as  stodgy  and 
underpowered  when  it  arrived  in  1990. 
The  larger  Scorpio  and  Sierra  sedans  are 
aging.  Ford  now  is  spending  heavily  to 
catch  up  in  the  midst  of  a  downturn, 
hammering  profits.  And  Ford  will  cut 
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3,587  jobs  in  Britain,  riling  the  unions. 

In  the  U.  S.,  Trotman  has  opted  to  cut 
costs  by  pushing  hard  to  improve  fac- 
tory productivity,  even  forming  a  swat 
team  to  boost  results  through  teamwork 
with  the  United  Auto  Workers.  In  one 
instance,  the  team  worked  with  UAW  Lo- 
cal 862  to  hike  production  of  the  popular 
Ford  Explorer  at  Ford's  Louisville  plant 
by  20,000  units.  A  study  by  Harbour  & 
Associates  Inc.  shows  how  big  an  advan- 
tage such  productivity  gains  give  Ford: 
Its  labor  cost  per  vehicle  is  $795  less 
than  c.m's,  $309  less  than  Chrysler's. 
GLACIAL  PACE.  Recently,  Trotman  has 
shifted  his  focus  to  Ford's  longer-term 
problems:  inefficient  new-product  engi- 
neering and  lethargic  strategic  planning. 
Ford  is  selling  such  aged  products  as  the 
9-year-old  Tempo  and  Topaz  and  a  Mus- 
tang last  redesigned  in  1979.  Ford  now 
takes  a  glacial  four  or  five  years  to  de- 
velop a  new  product  from  scratch.  Trot- 
man's  goal:  Match  the  36-month  cycle  of 
Chrysler  and  the  Japanese  carmakers. 

Foot-dragging,  after  all,  can  be  costly. 
Ford  will  have  to  wait  until  1996  for  a 
redesigned  Taurus,  long  after  competi- 
tors release  their  redesigned  entries. 
Ford  needs  to  squeeze  development 
costs,  too.  Its  modest  redesign  of  the 
Taurus  in  1992  cost  $600  million.  "Japa- 
nese competitors  are  doing  entire  new 
vehicle  programs  for  much  less  than 
that,"  says  Harbour  &  Associates'  Ron 
Harbour. 

Trotman  figures  that  Ford,  with  a  lit- 
tle improvement,  could  quickly  make  big 
inroads  in  the  domestic  market.  With 
Japanese  carmakers  raising  prices  in  the 
U.  S.,  and  troubled  GM  losing  ground,  a 
chunk  of  market  share  is  up  for  grabs. 
That's  why,  on  its  1993  models.  Ford 
hiked  prices  just  0.3'f  above  comparably 
equipped  1992  vehicles.  And  it  continues 
to  push  an  aggressive,  two-year,  S313-a- 
month  lease  program  on  the  Taurus, 
which  has  given  that  model  a  shot  at 
surpassing  the  Honda  Accord  as  the  na- 
tion's top-selling  car. 

To  wind  up  as  Ford's  chairman,  Trot- 
man will  have  to  leapfrog  his  current 
boss,  Allan  D.  Gilmour,  once  considered 
likely  to  succeed  Poling.  Those  close  to 
the  company  say  Gilmour,  a  financial 
whiz  with  scant  operating  experience, 
will  be  named  vice-chairman  for  finance. 
And  Executive  \'ice-President  Louis  R. 
Ross  is  expected  to  become  vice-chair- 
man for  technology.  Trotman  will  need 
help  from  Gilmour,  known  for  his  sharp 
wit  and  smooth  public-speaking  style,  to 
co-pilot  Ford  through  the  auto  industry's 
current  storm.  But  it's  going  to  be  Trot- 
man sweating  it  out  at  the  controls. 
By  Kathleen  Kerwin  and  David  Woodruff 
in  Dchoit.  with  Karen  Lowry  Miller  in  To- 
kyo and  Richard  A.  Mclchcr  in  London 


SOFTWARE! 


TWO  HEAVYWEIGHTS 
GO  TOE-TO-TOE  IN  VEGAS 


The  fighters:  Microsoft  and  Borland.  The  prize:  Data-base  supremacy 


MICROSOFT'S  GATES: 
CHAMPAGNE  FOR  1,000 


Las  Vegas  has  hosted  many  prize- 
fights over  the  years.  But  none  like 
this  one:  Beginning  Nov.  16,  Ameri- 
ca's capital  of  glitz  will  be  the  site  of  a 
software  battle  royal  between  Microsoft 
Corp.  and  Borland  International  Inc. 

The  backdrop:  the  computer  industry's 
giant  annual  schmooze-in,  Comdex.  At 
stake:  the  market  for  data-base  pro- 
grams that  software  companic-  n~i-  u, 
store  and  retrieve  financial, 
inventory,  and  customer  in- 
formation. 

Microsoft  may  be  throw- 
ing the  most  extravagant 
punch:  To  toast  the  launch 
of  its  Access  data  base, 
Chairman  William  H.  Gates 
III  will  toss  a  champagne 
fete  for  1,000  at  Caesars 
Palace.  At  the  event,  he  will 
announce  an  initial  price  of 
$99  for  Access,  radical  in  a 
market  where  products 
usually  sell  for  over  $600. 

Borland  Chairman  Phi- 
lippe Kahn  will  counter- 
punch  with  a  heavily  pro- 
moted keynote  speech.  In 
his  talk,  Kahn  is  set  to  plug 
two  long-awaited  Borland 
data-base  programs,  due 
out  early  next  year.  To 
make  sure  the  crowd  of 
135,000  expected  to  attend 
Comdex  gets  the  message, 
Kahn  personally  will  pilot  a 
biplane  over  Vegas  every 
afternoon,  trailing  a  banner 
that  reads,  "Borland  flies 
high." 

TOO  LATE.  It  does  for  now. 
Borland  controls  659'  of  the 
$450  million  market  for  per- 
sona! computer  data-base 
programs.  Last  year,  in  a  $440  million 
stock  swap,  it  acquired  Ashton-Tate 
Corp.,  the  market  pioneer  and  maker  of 
the  popular  dBase  program.  Already 
successful  with  its  Paradox  data  base, 
Borland's  acquisition  seemed  to  guaran- 
tee it  an  unbreakable  lock  on  the  third- 
largest  PC  software  category. 

Then  came  damaging  new-product  de- 
lays. Originally  scheduled  for  release 
earlier  this  year,  the  important  Windows 
versions  of  both  dBase  and  Paradox 
were  postponed,  helping  to  drive  Bor- 


BORLAND'S  KAHN:  DAILY 
BUZZ  BY  A  BIPLANE 


land  stock  down  to  around  31,  a  long 
way  from  its  all-time  high  of  86  in  Janu-  , 
ary.  Says  Shearson  Lehman  Brothers  ; 
Inc.  analyst  David  B.  Readerman:  "The 
longer  Borland  waits,  the  more  vulnera- 
ble they  are." 

Indeed,  the  delays  gave  Microsoft  an 
unforeseen  opening.  In  March,  it 
snapped  up  Fox  Software  Inc.,  maker  of 
Fn-:Pro,  a  dBase-compatible  program 
that  holds  a  respectable 
127(  share  of  the  market. 
At  Comdex,  Gates  is  ex- 
pected to  promise  FoxPro 
tor  Windows  by  Christmas, 
I 'eating  out  the  new  dBase. 
POULTRY  VALUE?  But  the 
real  show-stealer  will  be  Mi- 
crosoft's first  homegrown 
data  base.  Access.  Nearly 
three  years  in  the  making, 
its  key  features  are  an  abili- 
ty to  tap  into  data  stored  on 
big  computers  and  a  friend- 
ly design  amenable  to  non- 
programmers.  "Access  is 
the  prettiest  one,"  says 
Boston  data-base  guru 
Adam  Green,  who  is  testing 
all  four  new  programs. 

Looks  aren't  everything, 
counters  Borland  Vice-Pres- 
ident Robert  H.  Dickerson, 
who  says  buyers  care  most 
about  performance.  Access' 
snazzy  look  "is  like  lipstick 
on  a  chicken,"  he  says.  "All 
the  makeup  ir.  the  world 
won't  help."  Gates  retorts: 
"It's  wonderful  to  have 
your  competition  underesti- 
mate you." 

Many  analysts  are  bet- 
ting that  the  battle  between 
Borland  and  Microsoft  will 
expand  the  market.  Smaller  players, 
such  as  Alpha  Software,  Approach  Soft 
ware,  and  Computer  Associates,  may  be 
hurt  most  by  the  bruising  battle,  they 
say.  Consultant  Green,  though,  is  put- 
ting his  money  on  Microsoft,  predicting 
it  could  snare  share  from  Borland.  Once 
the  dust  settles,  the  long-lasting  effects 
of  this  software  bout  will  likely  be  low, 
low  data-base  prices.  That  means  con-  ^ 
sumers  will  take  home  the  purse.  ' 

By  Evan  I.  Schwartz  in  New  York,  with 
Kathy  Rcbello  in  San  Francisco 
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Only  one  printer  can  give  you  this  fax. 


ir  goal  at  NEC  is  the 
MmpUle  imegratioH 

of  computers  and 
mmunications.  The 

Silentwriter  Model 

95fx  is  just  one  of 
many  innovative 
roducts  that  help  us 
to  realize  this  goal, 
•or  example,  we  not 

only  developed  the 
first  notebook  com- 
juter  with  a  built-in 

phone  and  fax,  we 
lake  satellite  dishes 

capable  of  sending 
data  worldwide 


iiLC  upon  a  lime,   all  faxes 
i.ioL'il    llio  saiw.    Rul  Bill 
Willi   tlu'  Silc-nlwriler"'  Model 
*)5f\    nuihifimclion  printer/ 
fax,    luiliiiiig   gel;,    ioil    ill    llie    Ir.iiismissioii.  Imagine 
FoslSi-ripl'"  lantiu,it!e-c|ii,ilily /cm'.-;  from  vour  printer.  It's 
no  fairy  tale.    Now  you  ean  >eiiil  aiul  reeei\'e  doeinnents  in 
all  tlieir  orit;iiial  tjlory.      You'll  see  l)eaulifiil  fonts  and 
grapliies   willi    none   ol    llie  dirl 
and    ^liteliei,    the    jatiijies  and 
iniperfeetions,    llial    ean    tun:  a 

wonderful  story  into  a  Irageily.  \Vliy  send  a  faesiniile  wlien 
you  can  send  an  oritlmal?  Get  tin-  Ni;C  Silentwriter  Model 
95  fx  mnllilunction  printer/fax  ami  live  happily  ever  after. 
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o 


er  Mpdel  95fx. 


A  state-of-the-ait  6  PPM  laser  printer  equipped  with 
Adobe's  PostScript™  Level  2  and  HP's  PCL5. 

Send  and  receive  faxes  in  either  conventional 
or  PostScript-language  formats. 


Patented  Sharp  Edge  Technology  delivers  600 
DPI-equivalent  clarity. 

Automatic  interface  switching  supports  both 
Macs  and  PCs. 

Under  $2,349  (MSRP).  Far  less  than  you'd  pay 
for  any  printer/fax  multifunction  combination. 


The  Silentwriter  Model  95fx  Printer/Fax 

Because  ^  is  the  way  you  want  to  go. 


upgrade  your  existing  Silentwriter  Model  95  printer  with  fax  capability  (U.S.only),  or  for  more  information  about  the  Silentwriter  Model  95fx,  call  NEC  at  1-800-325-5500. 


DEALS  I 


CRAIG  McCAW'S 
VERY  SWEET  DEAL 


And  it  isn't  exactly  shabby 
for  AT&T,  either" 


Chairman  Robert  E.  Allen  of  AT&T 
doesn't  like  to  throw  money  away. 
But  here  he  is,  offering  $100  mil- 
lion to  Craig  0.  McCaw  and  other  insid- 
ers at  McCaw  Cellular  Communications 
Inc.  without  getting  one  share  in  return. 
So  what  does  American  Telephone  & 
Telegraph  Co.  get  for  its  money?  Noth- 
ing but  the  right  to  give  the  same  insid- 
ers an  additional  $600  million.  And  what 
would  it  get  for  that  payment?  No  more 
shares.  Only  the  votes  it  needs  to  seize 
control  of  McCaw  Cellular — and,  if  it 
chooses,  to  throw  its  esteemed  partner 
Craig  McCaw  out  on  his  ear. 

Even  the  people  from  AT&T  who  con- 
cocted the  plan  say  they  have  never  seen 
anything  like  it.  But  negotiators  on  both 
sides  agree  that  it  may  be  the  key  to  the 
biggest  deal  in  the  short  but  dramatic 
history  of  the  U.  S.  cellular  industry.  Un- 
der terms  of  the  negotiations,  made  pub- 
lic on  Nov.  4,  AT&T  would  pay  nearly 
$3.73  billion  for  one-third  of  McCaw 
shares.  McCaw's  service  would  begin  to 
be  marketed  exclusively  under  AT&T's 
logo.  By  teaming  up,  the  No.  1  players  in 
their  respective  businesses  hope  to  bring 
wireless  phone  service  to  the  masses. 
AD  BLITZ.  To  get  this  far,  the  two  sides 
had  to  reconcile  clashing  objectives. 
Craig  McCaw  insisted  on  keeping  control 
of  the  company  he  and  his  family  built. 
And  AT&T's  Allen  demanded  a  measure 
of  control  over  McCaw  to  safeguard  the 
name  of  AT&T,  which  it  plans  to  asso- 
ciate intimately  with  cellular-phone  ser- 
vice in  a  blizzard  of  ads. 

It's  a  complicated 
deal,  to  be  sure,  but 
step  by  step,  here's 
what  they  worked  out: 
AT&T  will  pay  $1.97  bil- 
lion for  new  McCaw 
shares  and  about  $1.75 
billion  for  McCaw 
shares  that  are  held  by 
British  Telecommunica- 
tions PLC.  In  addition,  it 
will  buy  a  $100  million 
option  from  Craig 
McCaw,  his  three  broth- 
ers, and  a  few  other  in- 
siders. They  hold  Class 
B  shares,  which  have  10 
times  the  voting  power 
of  ordinary  equity.  To 
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CEO  McCAW:  HE  GETS  CONTROL,  AND  THE  AT&T  LOGO 


VALUIHG  THE 
AT&T-McCAW  DEAI 


COMUST-METROMEDIA 


jUHtRinCH-CYBEItTiL 


BELL  AnANTIC-METRO  MOBIlf 


$239/$27r 
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exercise  that  option,  AT&T  would  have  to 
pay  the  insiders  another  $600  million.  In 
return,  the  insiders  would  swap  enough 
B  shares  for  AT&T's  ordinary  shares  to 
give  AT&T  a  majority  of  voting  shares. 

What  crisis  might  lead  AT&T  to  go 
through  all  that?  "I'm  not  going  to  spec- 
ulate with  you  on  problems,"  says  Allen, 
who  nonetheless  added:  "If  for  some 
reason,  God  forbid,  the  management 
gets  wiped  out  on  an  airplane. .  . ." 
McCaw  went  looking  for  a  strategic 
partner  in  1990.  It  con- 
sidered IBM,  Motorola, 
MCI  Communications, 
Sprint,  and  General  Mo- 
tors' Electronic  Data 
Systems,  among  others. 
But  it  came  back  to 
AT&T  because  of  its 
clout  in  marketing  and 
its  Bell  Laboratories, 
which  invented  cellular. 

McCaw  Director  Har- 
old S.  Eastman  made 
the  first  tentative  ap- 
proach, which  Craig 
McCaw  followed  up  in 
late  1990  with  a  call  to 
Allen.  The  talks  were 
put  on  ice  while  AT&T 
did  an  even  bigger  deal, 
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last  year's  $7.4  billion  hostil* 
takeover  of  computer  make] 
NCR  Corp.  They  restarted  ii 
late  1991,  only  to  stall  this 
spring.  Negotiators  wen 
stuck  on  whether  .AT&' 
would  pay  a  little  money  an( 
have  no  control,  or  pay  a  lo 
of  money  and  get  contro 
from  the  start. 
'A  GENIUS.'  The  break 
through  came  in  early  sum 
mer,  when  AT&T  Chief  Fi 
nancial  Officer  Alex  J 
Mandl  and  his  negotiating 
team  pitched  the  idea  of  ; 
two-stage  method  for  AT&' 
to  get  control  of  the  board 
McCaw  then  proceeded  t( 
squeeze  AT&T  for  money 
"We  wanted  to  provide  som< 
hurdle  to  AT&T  taking  con 
trol  through  the  option,' 
says  McCaw  Chief  Financia 
Officer  Peter  L.  S.  Currie 
Currie  says  his  boss  regard 
ed  $600  million  as  suitabl; 
prohibitive.  With  that  issui 
settled  by  Labor  Day,  AT&' 
was  able  to  focus  on  cutting 
a  deal  with  British  Telecom 
As  he  did  in  seizing  NCR 
.-\llen  is  proving  that  he'; 
iKjt  cut  from  the  conserva 
tive  cloth  of  the  old  Bell  Sys 
tem.  Certainly  an  AT&T 
McCaw  deal  creates  huge  opportunities 
such  as  the  chance  to  win  cellular  cus 
tomers  through  easier-to-use  service 
and  better  marketing.  But  there  ar 
risks  as  well:  By  competing  with  othe 
cellular  operators  that  buy  its  cellula 
equipment,  AT&T  could  drive  them  int 
the  arms  of  competitors.  And  the  stif 
price  AT&T  is  paying  for  McCaw  share 
(chart)  will  be  worthwhile  only  if  th' 
partnership  really  does  bring  a  whol 
new  class  of  callers  into  the  cellular  fold 
So  how  does  it  add  up?  Plenty  of  in 
vestors  like  Allen's  boldness:  In  contras 
to  the  usual  pattern  in  such  a  dea 
AT&T's  stock  rose  by  1%,  to  44%,  th 
day  after  negotiations  were  announced 
Just  the  same,  Herschel  Shosteck,  ; 
Silver  Spring  (Md.)  cellular  expert 
thinks  McCaw  got  the  better  deal.  H' 
cites  the  slowdown  in  annual  growth  o 
cellular-industry  revenue,  from  70%  ii 
1989  to  perhaps  2&7'  this  year.  "Craij 
McCaw  is  a  genius,"  says  Shosteck 
"Machiavelli  would  worship  at  his  feet. 
McCaw  is  certainly  in  the  driver's  seat 
If  Bob  Allen  loses  faith  in  the  genius  o 
Craig  McCaw,  he'll  have  to  cough  u] 
$600  million  just  to  take  over  the  whee; 

By  Peter  Coy  in  New  York,  with  Robe) 
D.  Hof  in  San  Francisco  and  Mark  Lewy, 
in  Washington 
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When  expressing 
greetings  of  the  season, 
what  matters  most  isn't  the  words; 

it's  the  warmth  from  within.  ^ 
Taste  the  true  flavor  of  Sa)tland.  fl 
Hzp^y  holidays  firm 
Dewarfe  "White  T  ^heV:  M 

BANKRUPTCIES! 


CONTINENTAL:  A  BASKET  CASE 
RESCUED  BY  A  WEAKLING 


Its  deal  with  Air  Canada  raises  as  many  questions  as  it  does  hopes 


When  Continental  Airlines  Inc. 
revealed  on  Nov.  9  that  it  had 
aKreed  to  accept  a  bid  by  Air 
Canada  and  investor  group  Air  Partners. 
Continental  Chief  Executive  Robert  R. 
Ferguson  III  pronounced  the  deal  a 
"major  milestone."  Air  Canada's  CEO 
Hollis  L.  Harris  was  "thrilled."  With 
$450  million  from  its  new  partners,  Con- 
tinental now  should  finally  escape  from 
bankruptcy.  And  Air  Canada, 
long  gnawed  by  fears  of  extinc- 
tion, would  increase  its  access  to 
the  vital  U.  S.  market  and  secure 
its  place  in  a  fast-consolidating 
business.  The  two  boast  they  will 
be  able  to  exploit  great  synergies 
in  route  structure,  purchasing, 
and  maintenance. 

But  this  marriage  of  two  weak 
players  raises  as  many  questions 
as  it  does  hopes.  Although  the 
cash  infusion  may  propel  Conti- 
nental out  of  bankruptcy  court, 
it's  nowhere  near  enough  to 
make  it  a  strong  competitor. 
Continental  is  saddled  with  an 
aging  fleet.  The  28  months  that 
the  carrier  has  spent  in  bank- 
ruptcy reorganization  have  done 
nothing  to  help  it  reinvest  in  the 
new  equipment  needed  to  keep 
up  with  stronger  rivals.  More- 
over, Continental's  image  prob- 
lems persist,  and  with  them  a 
failure  to  attract  its  share  of 
business  travelers.  The  upshot: 
low  revenues  that  offset  its  low- 
er-than-average  labor  costs. 
FAILED  DEAL.  Solving  all  of  these 
problems  calls  for  vast  capital  in- 
vestment. Trouble  is.  Air  Canada 
itself  is  highly  leveraged  and  in 
no  position  to  supply  the  dough 
needed  for  new  jets  and  more.  So,  Conti- 
nental will  emerge  as  a  "viable  but  fair- 
ly weak  player,"  says  Standard  &  Poor's 
Corp.  analyst  Phillip  Baggaley.  With 
deep  pockets  an  ever  more  crucial  deter- 
minant of  success,  "they  are  swimming 
against  the  tide,"  he  says. 

In  the  near  term.  Air  Canada  gains 
far  less  than  Continental.  Its  $235  mil- 
lion investment  in  Continental — $85  mil- 
lion in  equity — does  nothing  to  stem  its 
own  losses,  which  were  running  about 
$1  million  a  day  in  the  first  three  quar- 
ters. AW  that  red  ink  is  only  furthering 


the  strain  on  a  balance  sheet  with  just 
$370  million  in  equity  against  more  than 
$3  billion  in  debt  and  other  obligations. 

Recent  developments  in  its  domestic 
market  threaten  the  carrier,  too.  A  deal 
it  had  struck  to  merge  with  its  weaker 
rival,  Canadian  Airlines  International, 
collapsed.  Canadian  now  is  talking  with 
American  Airlines  Inc.  Should  power- 
house American  buy  a  chunk  of  Canadi- 
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an,  the  dying  carrier 
could  perpetuate  the 
fare  wars  that  have 
harmed  both  Canadian 
airlines.  Indeed,  unless  Air  Canada  sees 
a  major  upturn  in  traffic  next  year,  Ross 
Healy,  CEO  of  Solvency  Analysis  Corp.  in 
Toronto,  predicts:  "You  have  all  the  in- 
gredients of  a  real  financial  night- 
mare"— insolvency,  in  a  word.  Air  Cana- 
da dismisses  such  concerns,  arguing  that 
it  has  plenty  of  cash  on  hand  from  asset 
sales.  It  also  expects  sharp  cost-cutting 
to  end  the  losses. 


A  CENTS  PER  AVAIUBLE  SEAT-MILE 
■FIRST  NINE  MONTHS  OF  1992  DATA:  AVITAS  INC. 


The  critics  also  contend  that  buth  ca 
riers  lack  management  depth.  Numei-ni 
managers  have  abandoned  Continciit 
during  its  long  spell  in  bankruptcy.  H;i 
ris  has  fans  among  Continental's  rai 
and  file.  But  since  it  was  Ferguson  w  I 
succeeded  him  as  Continental's  CEo  le^ 
than  two  years  ago,  his  future  role  th,e| 
is  uncertain.  Ferguson,  for  his  part,  e 
joys  less  respect  for  his  skill  as  an  a 
line  manager  than  for  his  cost-cuttii 
talents  and  is  mistrusted  by  some  airlii| 
employees  who  view  him  as  what  uijj 
veteran  pilot  calls  a  "[Frank]  Loreii/ 
crony."  He  and  David  Bonderman 
principal  in  Air  Canada's  co-investor  A 
Partners,  are  friendc  from  their  associ 
tion  with  Braniff.  Ferguson  is  expecte 
to  remain  t'EO. 
Another  worry  is  that  the  operatin 
synergies  the  airlines  are  coun 
ing  on  may  be  tough  to  realiz 
'  'ontinental  says  it  may  use  A 
Canada's  maintenance  shops 
stead  of  contracting  the  woj 
out,  but  the  high  cost  of  labor 
Canada  may  cancel  any  benefi 
from  that.  It  also  will  take  woi 
to  meld  the  two  carriers'  roul 
systems.  Although  Air  Canac 
could  quickly  add  routes  if 
open-skies  agreement  betwee 
the  U.  S.  and  Canada  is  comple 
ed,  the  airline  doesn't  fly  to 
ther  Denver  or  Houston,  two  c 
Continental's  biggest  hubs. 

Ultimately,  the  carriers'  be.' 
hope  may  be  to  become  part  c 
something  greater  than  then 
selves.  The  airline  industry 
headed  toward  a  future  domina 
ed   by   megacarriers,  who 
routes  would  span  a 
continents  and  con 
mand   huge  mark 
share.      In  recer 
months.  Air  Canad 
has  struck  marketin 
alliances    with  A 
France    and  Unite 
Airlines   Inc.,  and 
hopes  financial  inves 
ment  might  come  late 
on.  Economist  Fre 
Lazar  of  York  Unive) 
sity  even  predicts  tha 
in  a  few  years'  time 
United  may  "step 
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make  an  investment,  and  run  the  whol 
operation." 

Antitrust  guidelines  make  that  soun' 
farfetched.  But  in  the  airline  business 
the  incredible  can  happen.  Continents 
and  Air  Canada  can  only  hope  they'r 
still  around  when  it  does. 

By  Andrea  Rothman  in  Xew  York  an. 
William  C.  Symonds  in  Toronto,  with  bi< 
reau  reports 


40  BUSINESS  WEEK/NOVEMBER  23,  1992 


Software  Qiampba 


Start  yotir  engines. 

That's  the  rallying  cry  you'  11 
hear  each  day  at  Grotip  Pirelli,  one 
of  Italy's  most  famous  companies. 
For  years,  they've  made  the  tires 
that  carry  the  world's  greatest 
auto  racers  to  victory 

But  did  you  know  they're  also 
a  leading  producer  of  telecommu- 
nication and  energy  transmitting 
cables,  industrial  components, 
engine  parts  and  even  rubber 
gloves? 

With  all  that  going  on,  Pirelli's 
IS  Department  wasted  no  time  in 
making  productivity  its  top  priori- 
ty "Our  industry  moves  quickly" 
says  Dr.  Gianfranco  Cappelli, 
Pirelli's  Corporate  IS 
Director,  "and  turn- 
around is  very  impor- 
tant. We  always  have 
to  know  our  clients' 
needs.  And  we're  con- 
stantly trying  to  improve  our 
delivery  times." 

Since  Pirelli  switched  to  CA 
software  six  years  ago,  productivi- 
ty at  both  mainframe  and  PC  levels 
has  raced  ahead  by  more  than30%. 

"But  best  of  all,  CA  is  the  most 
reliable  partner  I've  ever  worked 
with;'  declares  Cappelli.  "I  like  to 
think  of  them  as 
a  pit  crew.  Their 


CA90s 


Dr.  Gianfranco  Cappelli 's 
strategic  use  of  ca  software 
has  put  Group  Pirelli  in  Victory 
Lane.  Information  Systems 

productivity  HAS  INCREASED 

BY  more  than  30% 

i,.    OVER  THE  PAST  SIX  YEARS. 


service  and  sup- 
port is  tremen- 
dous. And  they 
develop  new 
products  that 
always  seem  to 
fit  our  needs 
perfectly  You 
don't  know  how  much  we  appreci- 
ate that." 

So  where  does  that  leave 
Pirelli? 

"Taking  the  checkered  flag,  of 
course." 

(Computer* 

yiSSOCMTfS 

Software  superior  by  design. 

©  Computer  Associates  International,  Inc.,  One  Computer  Asso- 
ciates Plaza.  Islandia,  NY  11788-7000. 1-800  CALL  CAI.  All  prod- 
uct names  referenced  herein  are  trademarks  of  their  respective 
companies. 


Commentary /by  John  Carey 


FOOD  LABELING:  THE  FDA  HAS  THE  RIGHT  INGREDIENTS 


Last  summer, 
Health  &  Hu- 
man Services 
Secretary  Louis  W. 
Sullivan  sat  down 
with  Food  &  Dru^ 
Administration  brass 
to  tackle  a  thorny 
regulatory  issue. 
The  question:  Do 
current  food  labels 
allow  consumers  to 
make  intelligent  di- 
etary decisions? 

To  find  out,  Sulli- 
van played  Joe  Con- 
sumer. Supposing  a 
food  label  listed  nine 
grams  of  fat  pei- 
serving,  Sullivan 
tried  to  figure  out 
whether  that  was  a 
lot  or  a  little.  To 
make  that  call,  Sulli- 
van reasoned,  he  would  need  to  be  told 
the  suggested  daily  maximum  for  fat, 
about  65  grams.  But  even  that 
wouldn't  be  enough  to  figure  out  how 
those  nine  grams  would  fit  into  a  daily 
diet,  Sullivan  concluded.  For  that,  he 
would  need  a  calculator.  And  he 
couldn't  imagine  busy  shoppers  whip- 
ping out  calculators — much  less  know- 
ing their  daily  fat  targets.  Says  an  FDA 
official:  "We  were  all  laughing — it  was 
so  ridiculous." 

LOSE-LOSE.  Not  as  ridiculous  as  what's 
going  on  now.  Today,  Sullivan  and  FDA 
Commissioner  David  A.  Kessler  are 
trying  to  issue  a  massive — yet  quite 
sensible — set  of  new  food-labeling 
rules.  But  objections  from  food  lobby- 
ists and  Agriculture  Secretary  Edward 
R.  Madigan,  who  argues  that  labels 
need  less  detailed  information  than 
what  the  Vl).\  proposed,  have  prevented 
the  badly  needed  rules  from  being  is- 
sued by  a  congressionally  mandated 
Nov.  8  deadline.  The  food  fight  has  left 
President  Bush  with  the  very  un-Presi- 
dential  task  of  choosing  whether  FDA 
or  LiSDA  format  labels  should  be 
slapped  on  some  .7)0,000  products. 

The  flap  is  an  embarrassment  for 
the  Administration  and  a  disaster  for 
the  industry  and  consumers  alike.  Be- 
cause of  the  delay,  ''ompanies  can't 
plan  ahe"ad.  And  ordinary  folks  won't 
get  the  dietary  guidance  they  need. 
"This  could  turn  out  be  one  of  the 


HELP  WANTED:  THE  FDA'S  PLAN,  NOW  BLOCKED,  PUTS  THE  NUMBERS  IN  PERSPECTIVE 


[food  regulation]  nightmares  of  all 
time,"  says  former  FDA  counsel  Peter 
Barton  Hutt. 

Too  bad,  because  the  fda's  proposals 
would  bring  order  to  the  chaos  in  food- 
labeling.  Juices  would  have  to  bear 
names  reflecting  their  primary  ingredi- 
ent, so  consumers  would  be  spared 
buying  "raspberry  passion"  beverages 
that  taste  suspiciously  like  apple  juice. 
Also,  companies  would  finally  have  uni- 
form definitions  of  such  terms  as  "low- 
fat"  and  "light." 

At  the  same  time,  food  manufactur- 
ers would  be  allowed  to  make  more 
health  claims  for  their  products — for 
example,  that  fiber  may  help  fight  can- 
cer. "It's  critically  important  for  busi- 
ness, government, 
and  consumers  for 
this  matter  to  be  re- 
solved quickly," 
says  food  industry 
attorney  Richard  L. 
Frank. 

What  has  derailed 
the  more  than  5,000 
pages  of  regulations 
is  the  issue  that 
sparked  Sullivan's 
concern  in  the  first 
place.  To  let  con- 
sumers know  what 
fat  levels  really 
mean,  Sullivan  and 
Kessler  insist  that 


OAT  CEREAL 

The  entire  label  is  the  FDA's  proposal.  The 

Agriculture  Dept.  proposes  only  blue  area 

NUTRITION  FACTS 

SERVING  SIZE       CAIORIES  110 
1 CUPS  (28g)  CAIORIES 

FROM  FAT  18 
Amount 
per  serving 


SERVINGS  PER 
PACKAGE  7 


TOTAL  FAT  2.2g 

SATURATED  FAT  I  Ig 

CHOLESTEROL  — 

TOTAL  CARBOHYDRATE  ,  20.0g 

SUGARS  17g 

DIETARY  FIBER  2.2g 

PROTEIN  4.0g 

SODIUM  240,0nig 

POTASSIUM  lOSOmg 


 25g 

 75g 

  2,400  mg 

  3,500  mg 

'The  doily  volue  is  a  relerence  bosed  on  o  2,000  (olofis  diet 
and  moy  vory  depending  on  your  calorie  needs.  More  complete 
informolion  on  doily  volues  is  availoble  from  800  XXX-XXXX 


labels  include  each 
food's  percentages 
of  suggested  overall 
daily  consumption  of 
such  things  as  fat, 
cholesterol,  and  sodi- 
um, based  on  a  2,000- 
calorie-a-day  diet  (il- 
lustration). 
PUNT?  But  Madigan, 
pushed  by  the  meat 
industry,  counters 
that  labels  with  the 
fda's  daily-consump- 
tion standards  are 
too  cluttered  and  too 
confusing.  They  also 
happen  to  make 
many  meat  products 
look  bad.  Madigan 
also  ridicules  the  no- 
tion of  a  2,000-calorie 
diet,  noting  that 
many  men  eat  hun- 
dreds of  calories  more.  As  a  result,  he 
says,  the  labels  need  include  only  the 
number  of  calories  from  fat  and  an 
adinonition  to  choose  a  diet  low  in  fat, 
saturated  fat,  and  cholesterol. 

Now  what?  Bush  can  either  force 
Sullivan  or  Madigan  to  back  down,  or 
the  Administration  will  punt  to  the 
Clinton  team.  Either  way,  litigation  is 
nearly  certain.  "I'll  be  able  to  put  my 
great-grandchildren  through  college  on 
this,"  smirks  an  industry  attorney. 

There's  plenty  of  blame  to  go  around 
for  this  mess.  But  the  bottom  line  is 
that  the  FDA's  scheme  is  a  good  one. 
People  might  think  twice  about  blithely 
scarfing  down  two  hot  dogs  and  two 
ounces  of  potato  chips  if  the  labels 
clearly  state  that 
such  a  modest 
snack  provides  759 
of  the  recommended 
daily  intake  of  fat. 
And  while  it's  true 
that  some  people 
need  more  than 
2,000  calories  a  day, 
consumers  can  fig- 
ure that  out  for 
themselves.  You  ^ 
shouldn't  need  a 
doctorate  and  a  cal- 
culator to  figure  out 
a  food  label.  With 
the  fda's  proposed 
rules,  you  don't. 
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3% 
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-20g 
,  300  mg 
,275g 


42  BUSINESS  WEEK/NOVEMBER  23,  1992 


DATA:  FOOD  S  DRUG  ADMINISTRATION,  BW 


INCOME  FUND 
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SUCCESS  WAS  A  TRIUMPH 
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CURRKNT 
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AVKRAGF,  ANM'AI.  TOTAL 
RF.TIRNSI  1 

7.66% 

1-YEAR  13.88% 
5-YEAR  10.80% 
10-YEAR  13.72% 

The  investment  conipanv  that 
I   bears  his  name  beheves  diversi- 
j    fieation  is  also  a  key  to  financial 
success. 
♦ 

Imagine  the  growth  potential  of 
stocks  and  the  income  potential 
of  bonds.  The  Franklin  Income 
Fund  offers  you  both. 
♦ 

This  Franklin  fund  is  carefully 
diversified,  professionally  man- 
aged, and  pays  you  quarterly 
dividends. 
♦ 

Call  Franklin  today. 
1  -800-342-FUND 
EXT  1275 


Yes!  I  would  like  a  free  pro.spectus  containing  more 
complete  information  on  the  Franklin  Income 
Fund,  including  charges  and  expenses. 
I  will  read  it  carefully  before  I  invest 
or  send  money. 

I  am  currently  a  Franklin  shareholder. 


Name 


Addn 


;it)'/State/Zip 


Daytime  Phone 


B\VK92 
1275 


FRANKLIN     DISTRIBUTORS,  INC. 

Member  $64  Billion  Franklin  Group  of  Funds®         777  Mariners  Island  Blvd.,  San  Mateo,  CA  94404-1585 


t  Yield  is  based  on  eaniings  of  the  fund's  portfolio  during  the  .30  days  ended  9/.30/92,  and  refleets  a  sales  charge. 

1 1  Returns  for  the  period  ended  9/.'3()/92  include  the  ma'cinuuii  4%  initial  sales  charge  and  assume  reinvestment  of  dividends  at  the  offering 
price  and  capital  gains  at  net  asset  value.  Investment  return  and  principal  value  wilt  fluctuate  so  that  your  shares,  when  redeemed,  may  be 
worth  more  or  less  than  their  original  cost.  Past  peri'ormance  cannot  guarantee  future  results. 

°High  returns  from  high  yielding,  lower  rated  securities  are,  in  part,  tlie  result  of  lower  market  prices  for  the.se  securities  and  reflect  the 
higher  risks  associatedwith  the  mstrunients. 


EDITED  BY  JOAN  WARNER 


THE  YEAR  OF 
THE  CONGRESSMOM 

If  you  were  to  make  a  com- 
posite portrait  of  the  4  7  wo- 
men wfio  won  hiouse  sects 
on  Nov.  3,  you'd  draw  a 
45-year-old,  pro<hoice 
working  mother.  The  new 
legislators  come  from  a  vari- 
ety of  professions,  but  the 
mothers  among  them  (83%) 
have  one  thing  in  common; 
Their  kids  are  mostly  grown, 
suggesting  that 
running  for 
office  and 
child  care 
don't  mix. 
A  breakdownT 

MARITAL  STATUS  

Married  68%  Single  17% 
Divorced    11       Widowed  4 

AGE  

30-40  15%  51-60  32% 
41-50       30      Over  60  23 

CHILDREN'S  AGES  

Over  23    86%    5-15  9% 
15-23         4       Under  5  2 
ABORTION  VIEWS  PARTY 
Pro-choice  91%  Democrat  74% 
Anti-choice  9    Republican  26 

OAIA  NAIIONil  WOMEN  S  POLlTICAl  UUCUS 


PETER  COHEN  IS 
MAKING  WAVES  AGAIN 


►  He's  ba-aaack.  Peter  Cohen, 
former  chairman  of  Shearson 
Lehman  Brothers,  has  resur- 
faced as  vice-chairman  of  Re- 
public New  York  and  chair- 
man of  its  new  securities  unit. 
Republic's  larp:est  sharehold- 
er, Edmond  Safra,  has  had  a 
notoriously  stormy  relation- 
shij)  with  Shearson  parent 
American  Express. 

Now,  Safra  a|)parentiy 
wants  Cohen  to  heiij  expand 
his  bank's  U.  S.  presence  with 
Republic  New  York  Securi- 
ties, which  will  compete 
with  Shearson.  Cohen  told 
BUSIXESS  WEEK  that  he's  not 
planning  to  go  head-to-head 
with  Ills  former  employer.  But 


he'll  be  working  with  several 
former  Shearson  colleagues, 
including  Louis  Lloyd,  who 
is  now  the  securities  unit's 
president. 


MAXWELL'S  EMPIRE 
WAITS  FOR  MORE  BIDS 


►  Texas  billionaire  Robert 
Bass  finally  has  put  Robert 
Maxwell's  media  empire  into 
play.  An  investor  group  led 
by  Bass  offered  $1.2  billion 
for  Macmillan  and  Official 
Airline  Guides,  the  corner- 
stones of  Maxwell's  U.  S. 
holdings.  The  British  adminis- 
trator handling  the  properties 
rejected  the  bid  as  inade- 
quate. Now,  media  mavens 
are  waiting  for  other  long-ru- 
mored suitors  to  make  their 
moves.  Kohlberg  Kravis  Rob- 
erts' K-III  is  a  leading  candi- 
date, as  is  British  publisher 
Reed  International.  Bass  in- 
siders say  they  may  decide  to 
bo(jst  their  offer  after  meet- 
ing with  Maxwell  creditors. 


GOT  A  SMELLY  NIKE 
LYING  AROUND? 


►  Nike  faces  yet  another  boy- 
cott threat,  this  time  from  a 
Washington  group  that  wants 
it  to  make  its  top-of-the-line 
shoes  in  the  U.  S.  instead  of 
importing  them  from  Asia. 
The  Made  in  the  U.  S.  A. 
Foundation,  with  the  support 
of  the  AFL-('l(),  is  spending 
SI  million  on  ads  in  20  news- 


UN,  SORRY  ABOUT  THE  MESS 


Security  is  tight  at  Bill  Clinton's 
still-vacant  transition'  headquar- 
ters. Armed  guards  repel  visi- 
tors to  the  12th  floor  of  110  Ver- 
mont Ave.  NW.  But  BUSINESS 
WEEK  has  learned  the  walls  in- 
side need  paint,  the  refrigerator 
holds  a  rich  ecosystem  of  molds 
and  fungi,  and  false  fire  alarms 
drive  everyone  from  the  building 
twice  a  week.  How  do  we  know? 
The  Clintonites  are  inheriting 

the  office  formerly  occupied  by  BW's  Washin^inn  liureau 
Clinton  says  he  wants  his  team  to  act  quickly  to  fill 
posts.  He  obviously  hasn't  ridden  the  elevators,  which 
make  the  first  100  days  seem  like  a  40-yard  dash.  The  I 
dent-elect  also  prides  himself  on  his  team's  diversity  an( 
authority  he  has  invested  in  women.  Too  bad  the  doors  to  tl 
stalls  in  the  ladies'  room  don't  close.  And  hey.  Bill,  that  calVt 
ria  in  the  basement?  It's  owned  by  Willard  Marriott,  a  staiiiu 
Republican.  If  we  were  you,  we'd  avoid  the  Inaugural  Special 


papers  across  the  U.  S.  urging 
readers  to  send  their  "old, 
dirty,  smelly,  worn-out  Nikes" 
to  Chairman  Philip  Knight. 
Nike,  which  earned  $329  mil- 
lion on  $8.4  billion  in  sales  last 
year,  says  it  does  plenty  of 
U.  S.  manufacturing. 


LIFE  WITHOUT  FATHER 
ISTOUGHATMACY'S 


►  Bankruptcy  pressures  are 
one  way  for  companies  to 
send  the  boss's  kid  packing. 
Ex-Macy's  CEO  Edward  Fin- 
kelstein,  who  resigned  under 
pressure  in  April,  had  secured 
his  two  sons  lucrative  jobs  be- 
fore he  left.  But  life  without 


Dad  can  be  rough:  Finke 
stein's  younger  son,  Mitchel 
recently  resigned  as  preside) 
and  managing  director  o 
Macy's  product  developmei 
in  Asia.  In  the  year  ended  la- 
August,  Mitchell  mail 
$400,000,  on  top  of  a  $142.00 
overseas  housing  allowann 
A  Macy's  official  confirnie 
that  Mitchel!  would  not  be  rt 
placed.  Finkelstein's  oMt  . 
son,  Daniel,  is  staying  oi,  i 
chairman  of  Macy's  W'e. 
Dan  made  $553,000! 


INSIDER  INDICTMENTS 
AT  COOPER 


►  Four  years  ago,  Gary  Sin| 
er  and  his  family  helped  tak 
over  Cooper  Cos.,  a  New  Yor 
contact-lens  maker,  claimin 
that  management  was  mill 
ing  the  company.  But  on  No\ 
10,  Singer  and  the  compan 
got  indicted  on  insider-tradin 
charges.  Singer,  37,  who  n 
signed  as  co-chairman  las 
summer  when  the  federt 
probe  began,  allegedly  bribe 
a  Boston  mutual-fund  analys 
to  get  advance  word  of  th 
fund's  junk-bond  purchase; 
Then,  using  family  and  Co( 
per  money,  Singer  bought  th 
bonds,  turning  a  $3  millio 
profit,  prosecutors  say.  Th 
company  and  Singer  deny  an 
wrongdoing. 
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(A     Human  Brain.) 


Scientists 

jay  people  lue  a 
mere  J%  o  f  their 
inLiu)j  eapaeity. 


It's  things  like  our 
Ten-Minute  user  guide, 
and  just-plain  common 
sense    page  layouts 

WHICH   MAKE   DaY  RUNNER 

personal  organizers 
the  easiest  way  to  get 
your  life  in  order. 
There's  no  thick  manual 
TO  master,  or  boring 
seminars  to  attend. 
Because,  heck,  we  fig- 
ure you've  GOT  enough 
ON  YOUR  mind  as  it  IS. 


(A     Human's     Day  Runner.) 


Fortunately 

for  y oil,  our  jyj- 
tem  LI  pretty  much 
of  a  no-brauier 


PERSONAL  ORGANIZERS 

Al  office  pmkui.  ckpurlmciit.  ,mi>  .'pcruilty  .•hira.  Xl'l)  liJ^i-iU-i.  C,in,i,l,i,  fllV  (>6X-^^^7x  &/W2.  Day  Riiimer.  Inc. 


Some  Folks  Put 
Generic  Ribbons  In  Then 
IBM  Typewriters. 


Er^.  V.  hen  eruj^ed  ?5  zm£x  :r-i 
"Y~riM£Scr:  "A".  A: Lcxnurc  ".t 
iTdih  sure  your  IBM  r.-ix'i'.izier 


LcK'i:  en  ihe  /ktcCT  conssjenr' 
of  biuj:tji£s  ir.  y:is  ckuraaer. 
LcunL2n:  :es£d  cr.er  ~  i»yj  nules  oj 
noviyn  icsiyiui'dj  wuiKe  sireyvu 
k>ok  soc-d  on  T>az^. 


\Miy  indeed?  ^^'hen  you  bought  an  IBM*L>pe- 
wTixsT.  you  bought  the  \  en  besL  \Vhy  take  a  chance 
on  a  ribbon  that  isn't  from  the  manufacturer? 

At  Lexmark,  v. ere  dedicated  to  making  sure  \ ou 
look  good  on  paper  We  are  constanil}  testing  and  im- 
proving our  ribbons  so  \  our  IBM  eq  uipment  deliv  ers 
the  highest  qualit\'  imase  and  the  larsest  \ield  Dossible. 
Y?"  Because  we  liice  U.'' 

To  order  to  locate  the  dealer  nearest  \  ou.  or  to 
receive  vour  free  catalos.  call  1-800-438-2468.  ext  30. 
In  Canada,  cali  l-S00-663-~662j 

Lexmark  IntemationaL  a  forma"  subsidiary  of  IBNL 
is  an  independent  u  oridvxide  company  that  de\  elops. 
manufacmres.  and  markets  IBM  penonal  printers.  IBM 
type-ATiters..  related  supplies  and  ke>'boards~ 


Our  ribbons  handle  ihe  comers 
miie  cmer  mile.  Ir.jaa  some  of  our 
ribbons  yieM  up  w  240^»c  more 
charcaers  ihan  oiher  nbborts. 


IBM  ribbons  are  lesied  in  a  special 
'■j^mber  ihai  simuknes  eureme  oince 
s  oniHiions.  E^  m  die  worst  hurradiiy 
v.  m  'i  pui  a  damper  on  your  MTisno 


IBM  Supplies  b> 

Lexm^vrk 


NLkc'lour  Mark 


IBM  Si 
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/ifANDERING  IN  THE  WILDERNESS, 
FHE  GOP  lOOKS  TO  DOLE 


Bob  Dole  is  sounding  a  bit  confused  these  days.  At  a 
Nov.  10  press  conference,  the  Senate  Minority  Leader 
said:  "57%  did  not  vote  for  Clinton  He  has  no  man- 
ate."  A  few  minutes  later,  the  Kansas  Republican  declared: 
)ur  piirpose  is  not  to  obstruct.  Our  purpose  is  to  be  construc- 
ve  where  we  can,  thoughtful  in  every  case,  and  helpful 
■om  time  to  time." 

Ti'uth  is,  Capitol  Hill  Republicans  don't  know  what  to  do 
bout  the  challenge  created  by  the  Democratic  sweep.  Does 
le  GOP  respond  to  public  demands  to  end 
ridlock  by  cooperating  with  the  Clinton 
.dministration?  Or  do  Republicans  revert 
)  form  and  wage  war  against  Democrats? 

It's  not  a  happy  choice,  but  the  GOP  can't 
e  choosy.  The  White  House  is  gone.  Sen- 
te  Republicans  are  down  to  41  votes,  just 
bove  the  minimum  needed  to  sustain  a 
libuster.  And  a  golden  opportunity  to  gain 
sats  in  the  House  fell  short.  "You  will  see 
)ts  of  shouting,  just  like  you  did  [when 
ie  GOP  was  heavily  outvoted]  in  the  '60s," 
lys  American  University  historian  Allan  J. 
lichtman.  "But  the  Republicans  can't  pre- 
ail.  There  are  too  few  of  them." 

Worse,  the  GOP  is  deeply  divided.  House 
Republicans,  shoved  around  by  the  Demo- 
rats  and  ignored  by  the  White  House  for  a 
ecade,  are  split  by  a  feud  that's  ready  to 


WILL  DOLE  BE  A  FENCE-MENDER? 


xplode.  On  one  side  is  the  conciliatory  House  Minority  Lead- 
r  Robert  H.  Michel  of  Illinois.  On  the  other,  the  House  pit 
ull.  Minority  Whip  Newt  Gingrich  of  Georgia. 

Both  men  are  likely  to  keep  their  jobs  when  the  GOP  caucus 
onvenes  in  December.  But  the  venom  will  come  out  in  a 
ght  for  the  No.  3  job.  Conservative  Representative  Richard 
Lrmey  of  Texas  will  try  to  unseat  moderate  Jerry  Lewis  of 
California  as  chairman  of  the  House  Republican  Conference. 

While  House  Republicans  sharpen  their  knives.  Dole  has 
loved  into  the  vacuum  as  the  party's  spokesman.  For  four 


years,  Dole  was  a  loyal  lieutenant  to  a  R-esident  who  beat  him 
in  a  bitter  fight  for  the  1988  Republican  nomination.  Sud- 
denly, Dole  seems  reborn.  Says  one  former  Dole  campaign  of- 
ficial: "I  can't  tell  you  how  happy  he  is  to  finally  get  George 
Bush  out  of  his  life." 

And  Dole,  a  wily  partisan,  may  be  the  GOP's  best  hope 
for  finding  a  way  out  of  the  post-election  wilderness.  For 
now,  the  best  course  may  be  to  avoid  commitments.  "Repub- 
licans will  adopt  a  wait-and-see  approach  in  the  early  days  of 
the  Administration,"  predicts  Thomas  C. 
Griscom  Jr.,  a  top  aide  to  former  Senate 
Majority  Leader  Howard  H.  Baker  (R- 
Tenn.).  "You  want  to  get  a  sense  of  wheth- 
er Clinton's  own  party  will  support  the 
President  before  you  join  in." 
MORE  POWER.  Early  on,  the  GOP  will  try  to 
drive  wedges  between  the  new  President 
and  his  erstwhile  Democratic  allies  on  the 
Hill.  Dole  has  already  challenged  Clinton  to 
push  for  a  line-item  veto.  Clinton  (and  most 
Republicans!  support  the  concept;  Demo- 
j  cratic  congressional  leaders  oppose  it.  If 
Clinton  pushes  the  idea  and  it  passes.  Dole 
could  isolate  the  liberals  and  forge  a  bi- 
^^^H  partisan  centrist  majority  that  would  give 
^^^^H  Republicans  power  well  beyond  their  paltry 
numbers.  If  the  Democratic  leadership 
beats  the  proposal,  the  GOP  can  just  watch 


Hill  Democrats  fight  with  the  White  House. 

Democrats  hope  that  Dole  will  be  as  cooperative  as  another 
Senate  Minority  Leader,  Everett  Dirksen  (R-Ill.),  who  helped 
his  friend  Lyndon  Johnson  pass  the  1964  Civil  Rights  Act. 

But  Dole  remains  a  very  formidal)le  adversary.  Says  Re- 
publican consultant  Lisette  McSoud:  "Bill  Clinton  should  not 
underestimate  how  important  a  person  he  is.  Clinton  has  to 
work  with  Dole  if  he  hopes  to  succeed.  Dole  doesn't  have  to 
work  with  Clinton." 

By  Richard  S.  Dinihani  in  Washington 


CAPITAL  WRAPUP I 


HEALTH  CARE 


When  the  debate  over  national 
health-care  reform  begins  in  ear- 
nest, the  health  insurance  industry's 
biggest  trade  association  may  be  much 
less  of  a  player  than  expected.  In  re- 
cent weeks,  the  Health  Insurance  Asso- 
ciation of  America  has  lost  two  of  its 
biggest  members,  Aetna  Life  &  Casual- 
ty Co.  and  Metropolitan  Life  Insurance 
Co.  With  membership  renewals  coming 
up,  Tr-avelers  Corp.  is  also  consider- 
ing a  pullout,  and  Prudential  Insurance 
Co.  may  follow.  And  the  last  members 
of  the  "Gang  of  Five"  big  health  insur- 
ers, CIGNA  Corp.,  quit  the  gi'oup  last 
year. 


The  problem  is  a  deep  split  between 
the  biggest  companies  and  smaller  in- 
surers. The  Gang  of  Five  see  man- 
aged-care networks  as  the  wave  of  the 
future  and  would  like  any  reform  legis- 
lation written  to  encourage  their  use. 
The  smaller  companies  think  that  they 
don't  have  the  wherewithal  to  set  up 
broad  networks  and  fear  they  would  be 
frozen  out  of  the  sort  of  national  sys- 
tem that  their  rivals  envision. 

TURHABOUTS  

When  George  Bush  became  an 
underdog  in  his  reelection  bid, 
he  turned  for  solace  to  British  Prime 
Minister  John  Major,  whose  Conserva- 
tive Party  won  a  stunning  upset  in  na- 


tional elections  last  spring.  Now,  Ma- 
jor's Labor  rivals  are  returning  the 
compliment.  The  weekend  after  the 
election,  a  Labor  Party  delegation  flew 
to  Little  Rock.  Their  goal:  learning 
how  Clinton  strategists  positioned  their 
man  to  win  back  Reagan  Democrats 
and  applying  the  lessons  to  British  pol- 
itics. In  another  sign  of  a  growing  spe- 
cial relationship  between  the  Demo- 
crats and  Labor,  party  leader  John 
Smith  gave  Clinton  a  rousing  speech  of 
congratulations  in  the  House  of  Com- 
mons. He  twitted  Major  for  the  cam- 
paign "help"  his  advisers  gave  Bush. 
Major  sent  Clinton  a  note,  but  did  not 
speak  of  the  U.  S.  elections  until  Smith 
raised  the  subject. 


3HINGTON  OUTLOOK 
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Around  the  world, 
we  help  generate 
big  telephone  numbers. 


In  telecommunications  as  in 
any  business,  the  key  to  sizable  num- 
bers is  sizable  growth. 

So  while  eight  of  America's 
ten  largest  phone  companies  call  on 
Unisys  computers  to  execute  mil- 
lions of  mission-critical  transactions 
daily,  telecommunications  com- 
panies everywhere  also  rely  on  us  to 
deliver  innovative  new  sources  of 
revenue  in  a  fiercely  competitive 
environment. 

Our  breakthrough  Network 
Applications  Platform  (NAP)  posi- 
tions telecom  companies  to  generate 
the  revenue  of  the  90 's  through 
expanded  customer  services.  NAP 
provides  powerful,  cost-effective 
solutions  for  the  rapid  introduction 
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of  voice  messaging,  fax  mail, 
enhanced  911  capability,  and  other 
market-sensitive  offerings.  NAP  is 
available  now,  ahead  of  the  field.  And 
because  it  reflects  our  constant  com- 
mitment to  interoperability,  NAP  not 
only  protects-but  optimizes-our 
customers'  existing  investment. 

Unisys  solutions  can  be  found 
at  forward-looking  telecommunica- 
tions companies  across  the  globe-in 
Sweden  and  Germany,  in  Holland 
and  the  United  Kingdom,  in  Sing- 
apore and  New  Zealand.  Beyond 
telecommunications,  we  bring  the 

UNISYS 

We  make  it  happen. 


benefits  of  NAP  to  distinguished 
customers  such  as  Japan's  Nikkei 
Databank  Bureau,  enabling  it  to 
provide  economic  and  business 
information  worldwide. 

Whether  you're  in  telecom- 
munications, banking,  airlines  or 
government,  we'll  work  with  you- 
as  we  work  with  60,000  customers 
in  100  countries-to  shape  your  in- 
formation systems  based  on  an 
experienced  understanding  of 
your  industry. 

If  it  sounds  like  we  offer  the 
solutions  you  need  to  grow,  you've 
got  our  number.  Call  us  at 
1-800-448-1424,  ext.  168.  Ask  how 
Unisys  can  help  dial  up  your 
business. 
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AUTOS I 


VOLVO  AND  RENAULT:  MARRIAGE 
MAY  BE  THE  ONLY  ANSWER 

As  Volvo  reels  and  Renault  heals,  a  closer  union  could  help  both  in  the  turbulent  European  market 


France's  Renault  and  Swedeti's  To/ro, 
tiro  of  Europe's  leading  carmakers, 
are  in  tiie  throes  of  change,  as  they 
adjust  to  recession,  market  opening, 
and  rising  costs.  With  sales  plunging, 
Volvo  is  undergoing  major  surgery. 
Buoyed  by  new  models,  Renault  is  on 
a  profitable  course  but  must  reduce 
costs  even  ynore.  The  two  companies 
now  own  stakes  in  each  other,  and  the 
answer  to  their  problems  may  be  in  a 
merger. 


Volvo 


THE  UNKINDEST 
CUTS  OF  ALL 


Sweden's  July  holiday  season  is  tra- 
ditionally sacrosanct,  and  business 
grinds  to  a  halt.  But  Soren  Gyll, 
the  new  president  of  Volvo,  just  kept  on 
working,  even  though  he  was  hardly  in 
his  new  office  during  his  first  10  weeks 
in  the  job.  He  whisked  around  Sweden 
and  the  rest  of  the  world  to  get  a  grip 
on  the  company's  troubled  auto  and 
truck  units.  He  paced  factory  floors  and 
solicited  advice  from  customers,  dealers, 
union  leaders,  and  engineers. 

The  message  from  the  plain-spoken 
executive  is  coming  clear:  No  more  busi- 
ness-as-usual at  Volvo.  The  51-year-old 
Gyll  has  seen  enough  and  is  ready  to 
act.  He  has  launched  a  sweeping  surviv- 
al plan,  dubbed  "Volvo  '95,"  At  the  same 
time,  he  continues  as 
chairman  of  Procordia, 
a  big  Swedish  food  and 
drug  company  of  which 
Volvo  owns  42.7''  of 
the  voting  shares. 
BOLD  MOVE.  Vital  to 
Gyll's  plans  for  Volvo 
are  more  extensive 
links  in  components  and 
products  with  France's 
Renault,  perhaps  lead- 
ing to  a  merger.  While 
the  plan  includes  sharp 


GYLL'S  PLAN  TO  CUT  CAPACITY  HAS  BEEN  VETTED  BY  UNION  OFFICIALS,  WHO  SEE  NO  ALTERNATIV 


50  BU'; 


cuts  in  Volvo's  work  force,  it  also  calls 
for  revitalized  sales  and  marketing  oper- 
ations. Above  all,  Gyll  is  intent  on  wak- 
ing up  a  complacent  operation  whose 
auto  and  truck  units  are  gushing  red 
ink.  Volvo  now  is  being  kept  afloat 
largely  by  dividends 
and  other  income  from 
its  Procordia  stake  and 
a  20'v  holding  in  Re- 
nault. "There  is  a  dra- 
matic new  market  situa- 
tion, and  we  have  less 
growth  in  front  of  us," 
warns  Gyll,  who  over 
the  past  15  years,  has 
overhauled  a  Swedish 
steelmaker  and  refo- 
cused  Procordia.  He 
joined  Volvo  in  mid- 


May,  just  after  a  Procordia- Volvo  mer; 
er  ijroposal  flopped. 

The  new  president's  boldest  move  i 
also  Volvo's  biggest  break  with  history 
It's  a  strong  sign  that  Gyll  is  eclipsinj 
Volvo  Chairman  Pehr  Gyllenhammar,  51 
in  the  running  of  the  company.  In  earl; 
November,  Gyll  announced  that  1,63' 
jobs  will  be  lost  with  the  closing  of  Ka 
mar  and  Uddevalla,  two  Volvo  assembl; 
plants  that  pioneered  new  work  pal 
terns.  Especially  dear  to  Gyllenhammar 
Uddevalla  is  being  closed  just  thre 
years  after  it  opened.  One  worke 
showed  his  dismay  by  setting  Volv 
plant  flags  at  half-mast. 

But  even  union  officials  see  no  alter 
native  to  cutting  overcapacity,  now  tha 
Volvo  sales  could  be  as  low  as  290,00 
this  vear,  down  319^  from  their  198 
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eak  (fharl).  The  decline  is  partly  be- 
ause  two-thirds  of  Volvo's  sales  come 
rem  just  three  markets — the  U.  S.,  Brit- 
in,  and  Sweden.  Concedes  Andrej 
[.rugiy,  a  union  representative  on  the 
''olvo  board:  "We  tried  to  find  faults  [in 
be  prof^ram],  but  we  couldn't  see  any." 

There's  likely  to  be  more  restructur- 
ig  now  that  the  new  center-right  gov- 
rnment  is  refusing  to  bail  projects  out. 
'he  IJddevalla  plant,  for  example,  got 
sns  of  millions  of  dollars  from  the  So- 
ial  Democratic  Party.  Those  days  are 
ver.  Volvo  is  already  cutting  2,000 
workers  in  its  truck  unit,  and  it  may  be 
[)rced  to  sell  off  stakes  in  some  three 
ozen  companies  to  raise  cash. 

Volvo's  plight  mirrors  the  woes  of  oth- 
r  niche  producers.  Only  days  after  Vol- 
o's  plant-closure  announcements,  small- 
r  Swedish-based  rival  Saab  Automobile, 
,'hich  is  SO/f-owned  by  General  Motors 
)orp.,  unveiled  nine-month  losses  of 
222  million.  Saab,  too,  is  cutting  its 
rork  force. 

To  regroup,  Gyll  plans  "much  more 
ggressive  marketing,"  portending  a 
lajor  shakeup  of  dealer  and  customer- 
ervice  operations.  There  won't  be  any 
eparture  from  Volvo's  traditional,  boxy 
tyling,  but  quality  and  safety,  two  key 
irtues,  will  get  renewed  attention. 

Gyll  plans  to  spearhead  his  marketing 
rive  by  pushing  the  850  model, 
mnched  in  the  U.  S.  on  Oct.  24.  Priced 
t  $24,100,  Volvo's  first-ever  front-wheel- 
rive  car  faces  formidable  competitors, 
icluding  Infiniti,  Lexus,  and  BMW.  And 
Ithough  dealers  seem  enthusiastic,  they 
ote  that  many  of  the  850's  tire-kickers 
re  existing  Volvo  owners.  That  spells 
ad  news  for  gaining  market  share.  If 
he  850 — the  result  of  a  six-year,  $2.7 
illion  spending  program — stalls,  Vol- 
o's  problems  will  accelerate. 

Ironically,  it  was  Renault  that  was  fal- 
ering  when  the  two  bought  into  each 
ther  two  years  ago.  Now,  Renault  is 
eginning  a  turnaround.  But  Volvo 
tands  to  lose  $270  million  on  car  and 
ruck  operations  on  1992  sales  of  $10.3 
lillion,  says  John  Lawson,  research  di- 
ector  at  DRi/McGraw-Hill  in  London, 
'he  loss,  he  says,  roughly  equals  Vol- 
e's income  from  holdings  in  Renault 
nd  Procordia. 

lO  DEAL.  Volvo  and  Renault  are  working 
in  joint  projects.  Renault  is  providing 
omponents  for  Volvo's  small-car  joint 
enture  with  Mitsubishi  Motors  Corp.  in 
he  Netherlands.  The  two  are  also  swap- 
ing  engines.  Their  dealers  are  likely  to 
hare  market  research  and  advertising 
urchases.  And  they're  working  on  a 
ew  luxury  car  for  the  end  of  the  1990s. 
Even  so,  Volvo's  perilous  financial 
ondition  leaves  Gyll  with  an  additional 
eadache — what  to  do  with  the  contro- 
ersial  Procordia  holding.  Gyll  moved  to 
'^olvo  after  Gyllenhammar's  scheme  to 


merge  the  two  companies  was  blocked 
by  a  furious  Swedish  government,  which 
holds  40.47'  of  Procordia  shares  and 
wants  to  privatize  the  company.  Volvo 
executives  and  union  officials  see  Pro- 
cordia's  rich  cash  flow  as  a  way  to  bal- 
ance Volvo's  cyclical  earnings.  Yet  oth- 
ers close  to  the  food  and  drug  company 
see  little  benefit  in  a  tieup. 

At  this  point,  bankers  say  a  Volvo  bid 
would  be  difficult  to  finance  anyway.  In 
fact,  there's  speculation  that  Volvo  could 
sell  its  stake,  now  that  its  Procordia 
share,  valued  at  $3.9  billion,  is  worth 
more  than  all  of  Volvo.  Should  that  be 
done,  it  could  leave  straight-talking  Gyll 
doing  what  he  does  best — running  a 
well-focused  company. 

B/j  Richard  A.  Mclcher  in  Gotlwiibu rg 


Renault 


READY,  SET,  HERE 
COME  THE  JAPANESE 


expense,"  he  vows.  Amazingly  enough, 
he  may  be  right.  Once  regarded  as  Eu- 
rope's automotive  basket  case,  Renault 
has  cut  costs  and  dramatically  improved 
quality.  It  is  now  the  top  import  in  Ger- 
many, where  an  independent  customer- 
satisfaction  survey  ranks  Renault  ahead 
of  all  German  makes  and  second  only  to 
Honda.  In  this  year's  first  half,  Re- 
nault's profits  quintupled,  to  $1  billion, 
while  its  EC  market  share  rose  from  9.87^ 
to  10.5'''. 

HEAVY  BURDEN.  But  while  there's  no 
doubt  Renault  has  begun  a  Chrysler-like 
turnaround,  it  still  needs  to  catch  the 
Japanese  on  production  costs.  Schweit- 
zer figures  Renault's  costs  are  still  30% 
above  the  most  efficient  Japanese  fac- 
tory outside  Japan,  Honda's  benchmark 
plant  in  Marysville,  Ohio.  "It  takes  time, 
but  we'll  get  there,"  he  says. 

Another  problem  is  debt.  In  five 
years,  Schweitzer  has  trimmed  it  to  $3 
billion,  from  $10  billion.  Yet  the  burden 
is  still  too  heavy  to  allow  Renault  to 
build  new  plants  to  fight  the  Japanese, 
as  Volkswagen  and  Fiat  have  done. 

Instead,  Renault  has  been  imitating: 


Chairman  Louis  Schweitzer  of 
French  auto  maker  Renault  is  re- 
markably serene,  given  the  times. 
After  all,  the  witching  hour  for  Europe's 
car  industry  is  finally  here.  This  fall, 
Honda  and  Toyota  are  starting  to  roll 
cars  out  of  spanking  new  plants  in  Brit- 
ain, joining  Nissan,  which  arrived  earli- 
er. The  transplanted  production  frees 
the  Japanese  powerhouses  from  import 
quotas  and  will  touch  off  a  furious  bat- 
tle for  market  share.  For  most  Europe- 
ans, the  timing  couldn't  be  worse.  Car 
buying  has  been  falling  for  two  years 
and  may  plunge  even  faster  next  year. 

That  doesn't  faze  Schweitzer,  50,  a 
former  civil  servant  and  grandnephew  of 
humanitarian  Albert  Schweitzer.  "The 
Japanese  are  not  going  to  grow  at  our 


Japanese  management  methods  to  re- 
make itself.  Product  planning,  for  exam- 
ple, is  now  tightly  coordinated,  speeding 
work  and  cutting  glitches.  The  result: 
sexy  new  cars.  One  was  unveiled  last 
month,  a  tiny  van-like  car  called  the 
Twingo,  which  goes  on  sale  in  March  for 
about  $10,000.  This  rival  to  Japanese 
minicars  is  "brilliant,  it  could  become  a 
cult  car,"  says  Daniel  P.  Jones,  profes- 
sor of  automotive  economics  at  Britain's 
Cardiff  Business  School.  Previously,  he 
says,  "Renault's  cars  were  boring,  and 
quality  was  terrible." 

Another  winner  is  the  Safrane,  a 
$40,000  luxury  model  that  is  a  larger 
successor  to  the  R25.  Launched  just  last 
May,  it  now  has  a  waiting  list.  Germans 
are  snapping  up  the  compact  R19  and 
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sma:ier  Clio.  Xexi  year.  Renault  vdll  un- 
veil a  new  sport  sedan,  and  it's  working' 
on  a  midsize  entiy  in  Europe's  boomin.g' 
van  market — novs-  dominated  by  Re- 
nault's big-  Espace. 

In  assembly  operations.  Schweitzer, 
who  joined  Renault  in  19mi.  has  copied 
the  Japanese.  Workers  maintain  their 
own  machines  a'.ui  fix  tlieii-  own  mis- 
;  takes.  Rer.ault  has  tightened  qualit}" 
rules  for  suppliers  and  set  up  just-in- 
time  delivery,  cutting  inventories  from 
10  days  to  2.  These  may  seem  modest 
steps,  but  the  results  are  big-;  Productivi- 


Renaiili  nil]  build  12"  more  cars  than 
last  year — witli  6'  fewer  workers. 

But  unless  costs  can  be  cut  considera- 
bly more,  Renault's  fate  might  still  be 
decided  in  Tokyo's  boardi-ooms.  "If  the 
Japanese  decided  to  flood  Europe,  they 
could  easily  undei-seU  us."  admits  Phil- 
ippe Gamba.  Renault's  marketing  dii"ec- 
tor.  An  executive  of  a  U.  S.  auto  compa- 
ny in  Em-ope  thinks  Japan's  market 
share  will  double,  to  22  ' .  by  decade's 
end  because  of  u~ansplants. 

Meanwhile,  Schweitzer  will  tiT  to 
close  the  cost  gap  fiu-ther.  Teaming  up 
with  \"M]vr,  v,-as  inteni-r     -v.  >::r:.  to 


achieve  tliis  goal.  The  partners  have 
merged  pm-chasing  and  quahty  control. 
They're  cooperating  in  otlier  areas,  rang- 
ing from  engines  to  development  of  a 
new  luxuiy  car.  But  given  Volvo's  prob- 
lems.  some  obser\"ers  thuik  Renault 
could  face  some  nastv"  surprises  (page 
50).  Schweitzer,  however,  is  sold  on  the 
alliance. 

He  has  a  good  reason  to  feel  confi- 
dent. But  while  France's  struggling  car^ 
maker  may  be  firing  on  all  cylinders  at 
last,  it  still  needs  some  t^veaking  to  keejj 
up  with  the  Japanese. 

By  Sieuxirt  Toy  in  Paru 
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WILL  IRAN  OR 
SAUDI  ARABIA 
BLINK  FIRST? 

This  >"eai'.  oL-quoia  diplomacy  wii 
be  especially  touchy  at  OPEC 

ideast  oil  probably  is  not  am.ont: 
President-elect  Bill  Clinton'> 
1  chief  worries.  After  all.  the  gu.; 
V,  yesterday's  news,  and  oil  is  i: 
creasingly  cheap  and  plentiful.  But  u-ov 
ble  is  brewing  again  in  the  vast  oil  pate: 
in  and  around  liie  Persian  Gulf,  wher-: 
tliousands  of  wells  pump  almost  on-- 
thii-d  of  the  planet's  total  oil  output. 

As  iiever  before,  the  OPEC  oil  cartel 
rein  'Dy  a  bitter  riv?Jry  bet^veen  its  r^'. 
leading  powers.  pro-A!r.erican  SaU':: 
Ai'abia  and  radical  Iran.  Some  of  tha: 
su-ain  will  be  evident  on  Xov.  25.  whe': 
CiPEC  oil  niinisters  meet  m  \'ienna  lo  di.-- 
cuss  how  to  di\"vy"  up  needed  productior. 
cuts.  To  increase  revenues  and  thc-ir 
clout  v.ithm  'jPEC.  Saudi  -\i-abia  and  Irar. 
are  spending  billions  to  "Dc»ost  production 
c-apacit\- — and  each  is  pumping  record 
am.ounts  of  oil.  Tlianks  to  that  flood  of 
black  gold.  output  is  now  at  a  12- 
year  '■ligh.  And  in  the  background,  mil- 
lions of  baiTels  of  Iraqi  oil  are  being 
kept  off  the  n^iarket  by  Unitc-d  Nations 
sanctions  that  one  day  will  be  removed. 
Thtr  result;  The  price  of  benchmark 
Brc-nt  c!-ude  dipped  below  .>2iJ  a  ban-el 
for  th.e  fh-st  time  since  last  spring. 
GOOD  NEWS?  Although  botl;  oil  behe- 
n'lCiths  profess  the  need  to  cut  production 
10  bolster  prices.  nei:r.er  wants  to  be  the 
first  to  budge.  And  ir  v  analysis  expect 
any  agTeed-c>}:  cuts  to  be  deep  enC'Ugh  to 
cot>e  vrlth  a  steep  seasonal  di-op  in  de- 
n-:and  for  OPEC  oil  expected  early  ne.vt 
year.  "To  get  the  upper  hand,  eacii  one 
is  tr-.iri£r  to  nrove  how  much  it  can  pro- 
duce." savs  Fadhil  J.  Ch; 


SAUDI  REFINERY: 
BORDER  SQUABBLES 
ARE  FUELING  TENSIONS 


acting  SfCrc- 
tan'-general  wiio  is 
now  executive  direc- 
tor of  the  London- 
based  Center  for 
Global  Energv-  Stud- 
ies. '"Yet  if  OPEC 
doesn't  agi-ee  on  a 
quota  system,  prices 
will  collapse."  he 
c-autions. 
WTiiie  tnat  would 

Ite   goctd    news   for  ,  

consumers,  collapsing  prices  could  stoke 
the  simmering  political  rivalries  in  the 
gulf.  Complicatiiig  the  equation  this  time 
around  ai-e  the  uncenainties  cropping  up 
in  the  U.  S.-Saudi  relationship  now  that 
George  Bush  is  lea'.ing  office.  Since  the 
mid-19SOs.  Riyadh  has  kept  the  U.S. 
awash  in  cheap  oil.  This  policy  has  made 
the  desert  kingdom  the  ton  supplier  of 


GRABBING  BIGGER 
SHARES  


oil  to  the  thirstj-  U.  S.  market 
where  it  accounts  for  a  fourti 
of  such  imports. 

Now.  Saudi  oil  officials  wor 
r\-  that  Clinton  could  chang( 
the  ball  game.  The  Clintoi 
team's  emphasis  on  emii-on 
mental    problems.  Riyadl 
thinks,  will  ine%itably  result  ii 
oil — and.  specifically,  importe( 
oil — being  made  a  likely  tar 
get.  And  the  need  lo  reduc< 
the  federal  deficit  will  mak( 
some  kind  of  energy  tax  ex 
tremely  attractive.  "For  th( 
first  time  since  the  Xixoi 
era."  says  Pierre  Terzian 
head  of  Paris-based  Petro 
strategies,  "'we  will  have  ; 
U.  S.  President  who  reall; 
wants  to  reduce  dependenc 
on  imported  oil." 
POWDER  KEG.  Meanwhile,  th 
tlie  gulf  is  poter 
':&.]y  more  explosive  tha 
ever.  Ii-an  and  Sau 
Ai-abia  are  spendin 
bilUons  on  arms 
the  same  time.  Qatai 
Balirain.   Iraq.  Sauc 
Arabia,  and  Yeme 
are   all  squabblin 
over  boundaries,  w  hil 
Iran  claims  a  piec 
of  Qatar's  offshor 
North  Dome  Field 
world's  largest  hoai- 
of  natural  gas.  In  n 
cent    weeks,  skii 
mishes  between  Oma 
and  the  United  Ara 
Emirates  and  benvee 

  Qatar  and  Saudi  An 

ijia  .have  resulted  in  bloodshed.  "That 
wiiy  it's  going  to  be  difficult  for  a 
these  coimnies  to  agree  on  oil  quot£ 
wiien  they  ai-e  all  fighting  like  mad  dog 
over  their  borders."  says  a  French  o 
executive.  And  that's  one  more  reaso 
Clinton  may  have  to  give  more  attentic 
to  the  gulf  than  he  tliinks. 

By  Johi'i  RoA^nrit  ir,  Ron 
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The  pencil  costs  14C  I 
The  eraser,  millions.  , 

Mistakes  make  products  late,  more  expensive  and  inferior.  ' ; 

Leaving  customers  dissatisfied,  reputations  damaged.  Since  there 
are  no  quick  fixes,  only  costly  ones,  what's  a  business  to  do? 
At  the  CIGNA  Property  and  Casualty  Companies,  we  have  a  very 

basic  goal:  Get  it  right 
the  first  time. 

Granted,  nobody's 
perfect  But  it's  surprising 
how  many  mistakes  can 
be  prevented. 

By  working  to  find  the  ^ 
best  solution,  rather  than 
the  most  expedient  one. 

Whether  we're 
providing  protection  for 
small  and  medium-size 
businesses,  or  meeting 
the  risk  management 
needs  of  the  largest 
corporations,  the 
benefits  are  the  same:  | 
Answers  that  are  fast 
and  accurate.  Service  that  is  responsive.  Value  that  is  real.  And 
customers  who  are  satisfied.  Anything  less  would  be  a  big  mistake. 

For  additional  information,  write  the  CIGNA  Property  and  Casualty 
Companies,  Department  RB,  Philadelphia,  PA  19192.  j 
After  all,  anyone  can  pay  for  lots  of  pencils.  But  who  can  afford  | 
all  the  erasers?  ! 

I 
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We  get  paid  for  results! 


In  1931,  my  father  opened  Harry's  Bar  in 
a  place  my  mother  found.  I  believe  this 
place  showed  his  genius  for  elegance  and 
for  simplicity  It  was  a  simplicity  of  spirit 
and  lightness  that  never  imposed  anything 
on  the  customer.  Harry's  Bar  became  quite 
famous,  but  my  father  always  said  that 


44 


that  a  good  martini  should  be  mixed 
15  to  1— the  same  ratio  Field  Marshal 
Montgomery  insisted  on  when  fighting  the 
enemy.  So  when  he  swung  through  the 
door  of  Harry's  Bar  he  would  call  out,  "Give 
me  a  Montgomery." 

Hemingway  traveled  often  and  he  valued 


Ernest  ^^eininguuiij  nainecl  one  of  niij  falfiers  dnnfis. 
^l^ij  fatfier  (tad  a  few  names  for  ^teniingumij,  too. 


people  would  come  not  because  we  were 
famous,  but  because  we  gave  them  our  best. 

Ernest  Hemingway  would  often  come 
and  stay  for  hours.  He  came  because  it 
was  a  comfortable  place,  and  because 
everyone  was  treated  well  here.  Hemingway 
loved  martinis.  One  day  he  told  my  father 


his  haunts.  I  believe  people  who  appreciate 
a  place  like  Harry's  Bar  are  inclined  to  visit 
more  places  and  to  see  more  of  the  world. 
I  think  that  having  the  American  Express 

Card,  the  world  becomes  smaller. 

Harry  Cipriani 
Owner,  Harry's  Bar 
Venice,  Italy 
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WHO 

Knows    Money  Management 


BETTER  THAN 


THE     NAME  THAT 

inspired  it. 


IN  18  30  Judge  SAMUEL  PUTNAM,  presiding  in  the  Massachusetts  SUPREME  COURT,  created  the  GUIDING 
PRINCIPLE  for  professional  MONEY  MANAGEMENT.  His  PRUDENT  MAN  RULE  states  that  when  managing 
a  client's  INVESTMENTS  one  should  be  PRUDENT,  and  treat  THEM  as  SAFELY  as  if  they  were  ONE'S  OWN. 
In  1937,  INSPIRED  by  this  INHERITANCE,  his  great-great-grandson  FOUNDED  our  COMPANY.  Since  then 
we've  been  THRIVING,  INNOVATING  and  LIVING  by  the  wise  judge's  RULE.  And  with  more  than  $50  billion 
in  FIXED  INCOME  and  EQUITIES,  it's  a  heritage  our  CLIENTS  continue  to  BENEFIT  FROM  today. 


Putnam 


A     TIME-HONORED  TRADITION 
IN     MONEY  MANAGEMENT 


4 


The  Putnam    Companies      One  Post    Office  Square,    Boston    MA  02109. 
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Building  inexpensive  computers  isn  t  exactly 
earth-shattering  news.  Building  inexpensive 
computers  that  still  deliver  IBM  quality  is.  \et.  that"; 
precisely  what  PSA  aluePoint^  does. 

Introducing 

PSA/aluePoint 


r 

i 

1 

UP 


Model  325T 

:mSLC'^25  MHz  S^■stem 
2MB  RAM.  SUM  BHD 
T  iT Slots/5  Bays 
IBM  Enhanced  Keyboard/ 

Mouse/SIGA 
DOS  5.0  Pre-imtalled 
PS/2!-  85H  Color  Display-VGA 


$1,299' 


PSAaluePoint  is  a  whole  iamilv  oi  computers 
that  lets  vou  spend  less,  without  settling  for  less.  Let 
vou  economize,  without  compromise. 

Each  PSAaluePoint  is  engineered  to  the  IBM 
standards  that  have  defined  the  personal  com- 
puter industry.  And  rigorously  tested  to  meet  IBM  s 
stringent  demands  for  quality  and  reliability. 

The  PSAaluePoint  family  is  fullv  networkable. 
and  NoveU'-certified  for  use  witli  Etliernet  or 
Token-Ring  L\Ns.  So  the  PSAaluePoint  not  onlv 
keeps  vour  costs  down,  it  protects  the  investments 
you've  already  made. 

IBM  also  proxides  expandability  for 
base  jjroducts  bv  offering  new  IBM  hard 
drives,  diskette  drives  and  memory 
upgrades. 

■iBW  prices,  dealer  prices  r^ay  vary  "Next-business- bay  response  wnen  serviced  by  IBW 
or  IB'/  Authorized  Persona'  Systems  Se'vicers  Available  Monday-Friday  8a  m  to  5  p.m 
n  your  time  zone  Warranty  ano  30-day  guarantee  information  available  from  IBM  or  IBM 
autrionzed  dealers  -ln  Canada,  call  1  800455-7999  3M,  OS  2  and  PS2  are  registered 
trademarks  and  PS  ValuePomt,  SlC  Help'/>^re  and  HsipCenter  are  trademarks  o' 
ntemationai  Business  Machines  Corporat'Cn  Novell  is  a  registered  trademark  of  "he  Ntovell 
Corporation  "-e  "e  's^de  logo  is  a  trademark  of  Intel  Corporation  E  1992  IBM  Corp. 


Computers  that  do  p 

for  practi; 


r  Monitor. 


And  every  PS/ValuePoint  includes  one  other 
very  important  point — Helpwarer  IBM  s  unparalleled 
service  and  support  that  offers  one-year,  on-site,  next- 
business-day  service.**  Around-the-clock  assistance 
by  telephone,  bulletin  board  or  automated  fax.  A 
30-day  money-back  guarantee.**  Licensed  Educa- 
tion Centers.  And  a  generous  trade-in  program.  Plus, 
IBM  Credit  Corporation  has  flexible  leasing  and 
financing  packages  to  meet  your  needs. 

That's  a  support  package  you  might  not  expect 
even  on  the  most  expensive  computers.  On  the 
PS/ValuePoint  it's  nothing  short  of  phenomenal.  As 
you  can  see,  we've  stripped  down  the  price — but 
not  the  product. 


Model  433 

486  DX  33  MHz  System 
8MB  RAM.  120MB  HD 
Upgradable  Processor 
5  AT  Slots/5  Bays 
I BM  Enhanced  Keyboard/ 

Mouse/Sl  GA 
OS/2®  2.0  Pre-mstalled 
PS/ValuePomt  6312 


Color  Display 

$1,999' 


Power.  Quahty.  Service.  Support.  The 
PS/ValuePoint  is  everything  you  could  ask  for  in  a 
computer  at  much  less  than  you'd  expect  us  to  ask. 

For  more  information  or  an  IBM  authorized 
dealer  near  you,  call  our  Personal  Systems 
HelpCenter™at  1  800  772-2227.+^ 

Model  425  SX 

486  SX  25  MHz  System ,  8MB  RAM,  80MB  HD 
Upgradable  Processor,  5  AT  Slots/5  Bays 
IBM  Enhanced  Keyboard/ 

Mouse/Sl  GA 
OS/2  2.0  Pre-installed 

PS/laluePoinl6312   - 

Color  Display  —  H— IT  *~ 


^7,629' 


ictically  everything, 
lly  nothing. 


RrTAlLfNG  I 


MAUISIZ.1'0  GU-CCI  WrTH  DA.D  AND  GRANDDAD:  A  F-O-CUS  ON  PRIC^T  GOODS  WAT  ii 

AT  GUCCI  LA  VITA 

IS  NO  LONGER  SO  DOLCE 

The  liixui-".'  reiaiier's  sales  ai'e  down,  and  backers  niav  want  out 


ijC)tiC'L  ihat  iuxury  irc-cids  are 
reces^iC'D-prc'Cu".  e?].ieeiaJ]>"  idr  Iia- 
]y'.-  Guccici  G'jc-ci.  In  tciny  shcpj!?:  froiD 
MilaL  TO  Nt-->v  York  i('  Tokyci.  Guc-ei  pur- 
A'evr-  iiricey  iienif.  iuti  a~  jl.-iKHj  bdar- 
hide  l:iriei':-a^.ef  and  >2~r,  suede  jam'jp?. 
10  the  ^vorlc'^  afrnur-iji.  Eui  sales  are 
?yan"!pirjg'.  and  the  c-C'n'.i.iarjy  i?  lofing 
.Tior.ey.  A.-  a  rfSuJt.  sotirc-es  say.  Bah- 
raiij-based  ]n^v■^-,c-i)rp  lL:-rnatiijnal.  the 
secr-tr^r  :r.\f:''r::-m  isrc.:]'  liankrc>]]ed 
hy  pj'iz  Arab^.  IS  quietly  tnii-g-  t.Ci  srj; 
ofj  in  ■">('  stai;e  in  Gxa-L-i.  IrjvestcC'r!: 
declines  to  c-cin".n'j^nt. 

These  trciubles  are  a  bir.er  settiaek  for 
Maurizio  Gu':-ci.  the  FJcirentice  retailer's 
44-year-old  prt-sidem  ana  chief  execu- 
t:'>'e.  v,"no  set  0"i;t  iC'Ur  year^  ag'o  t.o  re- 
^:Jre  Guc-ci  Jts  former  jireeniinerice 
an'jonp  the  ".vorld's  ehte  reta'Ilers.  A  ma- 
.ior  !;  rOw  hia?  c-c>rne  frc>m  the  recession  in 
ti'ir  V.  ?..  H-hjch  trad;tionally  aoeounts 
for  45'  C'f  GijC-ci's  sales.  But  cr;DC-s  say 
]\laTTn~; '''s  'Ov^Ti  free-spending  style  may 
have  undercut  his  reh'uilding'  stratetn". 

When  Maurizio.  ^'•randson  of  the 
fo^jnder.  captured  control  of  Gucci  in 
IhS?.  things  seemed  to  be  looldng  up  for 
the  fir-:  n^n-r  in  rears.  The  ccmiianT  had 


been  battered  by  suits  and  eomjiersuits 
among  feu'diiig  Gucci  relatiTes  ujitil  a 
■R-hiite  itnight  arrived  in  the  shaf)e  of  In- 
vestc-orpi.  Fresh  from  a  highly  profrtable 
turniiTOund  of  Tiffany  &  Co..  iLnvesteoip 
paid  an  estimated  -^It'iO  million  for  half  of 
Gucci.  Maurizio.  buying  out  relatives" 
shares,  vround  u})  "vrith  t3ie  other  -50"" 
and  management  control 

Backed  by  Investeorf).  be  launched 
one  of  the  biggest  brand  reposiiDonings 
ever  auemipted  in  luxury  goods.  In  the 
1.9s(ts.  a  rudderless  Gucci  had  lost  cachet 
by  iniiiscrintinately  tiutting  its  name  and 
trademark  red-and-green  band  on  more 
thiar:  items.  So  I^Iaurizio  slashed 

the  number  of  products  by  half  and 
I'Ciurec  n-iillicins  :nt.o  refurbishing  ilag- 
sihip  shojis  in  key  markets. 

lo  redo  the  Gucci  image,  be  enticed 
.Imericran  retailer  Baivn  Mello  to  Milan 
as  senior  "xiee-jiresident  witli  w-hat  insid- 
ers say  w'as  a  -?1  million  annual  compen- 
sation jjackage.  liMello  disputes  tliat  fig- 
ure.! As  president  of  iN"e\v  York's 
Bergdorf  Goodman  Inc..  Mello  had 
rurned  the  rather  dowdy  store  into  a 
world-class  fashion  emporium.  At  Gucci 
she  cut  li&ck  on  popular  cheaper  items 
such  a?  luiTiratre  made  from  tilasticized 


textiles,  restricting  the  Gued  name  t/o 
more  exclusive  offerings,  including 
leather  goods,  silks,  and  jewelrr. 

'Lnforrumtely,  profits  remain  elusive. 
The  focus  on  big-tieket  items,  such  as 
eashmere  thro-srs  and  l&-karat  goild  bau- 
bles, may  be  burring  sales  by  offering 
iirtle  to  middle-class  consumers.  Mauri- 
zio tells  BUSECES?  "KTEK  that  '"Tire've 
brought  effidency  back"  and  claims  tbal 
the  group  is  likely  to  break  even  tliis 
year.  But  a  different  piicmre  is  painted 
by  Gucci  executives  as  -well  as  invest- 
ment bankers  who  have  seen  tibe. compa- 
ny's books-  Tbey  sav  that  losses  are  like 
.y  to  total  S30  million  this  year  on  sales 
:)f  $1S0  million,  down  from  S210  million 
m  19,91  and  S270  million  in  1990.  Tbey 
add  that  Gucd.  iraJj  around  §85  miillioi] 
m  bank  debt,  may  even  have  trouble 
.jaying  salaries  in  the  next  couple  oi 
months,  although  a  eompany  spokesman 
empbataeally  denies  this. 

WbDe  the  vroridiode  slowdown  has  hi1 
all  luxury-goods  purrevors.  some  ex- 
perts think  one  problem  at  Gued  may  be 
Maurizio  himself.  His  management  ap 
proach  is  lavish.  For  example,  be  boughl 
a  palatial  18th  century  Ailla  outside  Flor- 
ence for  use  as  a  training  center.  Thial 
was  in  19S9.  but  the  villa  remains  empty 
due  to  a  wrangle  over  zoning  restric- 
tions. "His  attitude  tc)  the  whole  opera 
ticn"  is  a  problenx  says  New  York-basec 
retafling  consultant  Walter  Loeb. 
WHO  wiu  SELL?  Maurizio  could  sooi 
have  more  tnaij  an  attitude  problem.  Re 
lations  have  soured  ■with  InvestfCirp 
whiieh  sources  say  h^  been  shopping  it- 
Gued  stake  around.  Investment  banker; 
in  London  and  l\Iilan  have  been  trying  tc 
interest  French  luxury  group  Carrier 
Britain'"5  R.othmans  IntemarionaL  wbicl 
controls  Dunhill  Holdings,  and  a  eoupk 
of  -Jajianese  groups. 

Betrearing  from  Gucd  would  l-e  £ 
comedown  for  Investeorf).  which  ha; 
managed  buyouts  of  Saks  Fifth  Avenue 
Carvel  Corp..  and  French  luxury  jewelej 
Chaumet  "Investeorf)  has  to  bear  som< 
of  the  responsibilitT  for  what  is  happen 
ing  at  Gucci"  says  one  lianker.  "0.  K. 
they  were  a  sleeping  partner.  Eu' 
they're  on  the  board,  and  tbey  get  al 
tiie  financial  infom:iarion." 

Investeorf)  v>ill  have  to  decide  whethei 
to  sell  its  stake  or  trs^  to  persuade  Maur 
izio  to  sell  bis  and  then  recruit  a  turn 
around  team.  Counters  Maurizio:  "I  al 
ways  said  that  our  strategic  plan  woulc 
take  five  years."  Were  it  not  for  th^ 
rec-essiom  he  insists,  "we'd  be  there  to 
day."  iMaurizio.  a  yachtsman  who  sails  i 
threemasted  shif).  seemis  to  have  forg-ct 
ten  what  any  mariner  ought  to  know 
'When  storm  win'is  blow,  trim  the  sails 
By  Joint  Eciciiant  v  R.jhh 
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44|^^g  YOUR  JOB  not  to  screw 
this  up  or  make  any  mistakes  or 
drop  the  ball  or  blow  the  game. 
Get  it  there  faster  and  quicker  and 
more  reliably  and  more  efficiently. 
Do  it  right,  first-rate,  top-notch, 
without  a  hitch  and  absolutely 
flawlessly.  Botch  this  one  and  you 
are  out  of  here,  history,  finished, 
terminated,  toast,  lunch,  gonzo, 
dead,  liaput.  And  one  more  thing. 

DoittorLESS  MONEY 

than  youVe  done  it  before!'' 


When  the  pressuiv  is  on  to  do  it  rit;ht.  And  do  it 
tor  less.  Do  it  w  ith  l-"edEx  Standard  ( )\  erniiiht 
Sen'iee.  All  the  reliability  of  Federal  Express,  but 
tor  less  money,  beeause  your  paeka,^e  arri\  es 
by  3  PM  the  next  dayf  iVs  always  you  set  the  best 


paekaiie  traekinti  system  in  tlie  busmess,  a  nioney- 
l")aek  guarantee  and  on-eall  piekup  at  no  extra 
chartie.  Call  us  at  (S()()-23.S-5355.  It's  ewrythins; 
you  like  about  our  10:30  .UI  FedEx  Priority 
Owrnitjht Sen'iee.  ,lust  a  little  later  in  the  day. 


Our  Most  Important  Package  Is  Yours." 


"l():M)  A.\l  and  .1;()0  I'.M  ilLliM.-n  id  .\-\  .ux-ms.  CuiimiIi  ium  Slt\  ice  I  aiidc  lur  lictails  and  rcsIi  icIiiMis  of  ,>ur  nioiicy-bacU  Kuaraiili-t.-. 
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SIEMENS 


1847  That  was  then. 


WerntT  biemens  opens  his  first  factory,  a  small  shop  to  manufacture  the  world's 
most  advanced  telegraph. 


<£)  Siemens  Corporation  1992 


1992.  This  is  now 


All  across  America,  more  thari  60  Siemens  manufacturing  and  assembly  plants  are 
turning  out  an  astonishing  variety  of  fiigh-tech  electronic  and  electrical  products  with 
quality  American  industry  can  count  on.  Over  15,000  Siemens  U.S.  employees  have 
manufacturing  jobs  in  these  plants,  and  are  helping  to  build  products  in  a  wide  range 
of  fields,  including  energy  communications,  automotive,  medical  and  automation 
technology  In  fact,  13%  of  Siemens'  $4.5  billion  annual  sales  are  derived  from 
exports  from  these  factories  to  the  rest  of  the  world.  Siemens.  Precision  Thinking. 


For  more  information,  write  for  Siemens  '92.  Box  8003MG,  Trenton,  New  Jersey  08650. 


Automation       Automotive  Electronics       Electronic  Components       Energy       Information  Systems 
Lighting  Systems         Medical  Systems         Power  Generation         Telecommunications  Transportation 


FAST  FOOD  I 


SID  FELTENSTEIN 

IS  HAVING  IT  HIS  WAY  

And  he's  winning  over  Burger  King's  biggest  critics — franchisees 


a 


In  his  23  years  a>  a  Burster  Kiiii^ 
Cor]),  iranchiset'.  Manny  Garcia  fig- 
ures he  has  seen  a  dozen  or  so  mar- 
ket ini<  execuii\es  come  and  <<o  ai  the 
fast-foofi  chain's  headciuariers.  Bui  he 
noticerl  a  ciiiference  when  Bmxt"'-'  Kings 
new  mai"keiin<i  chief.  Sidney  J.  Felien- 
siein.  visited  (iarcia's  41  Orlando-area 
resiauranis  in  •Janua]\v.  Feltenstein  spent 
so  much  time  talking  with  workers  and 
customers  that  he  didn't  reach  Garcia's 
office  imtil  almost  midnight.  A  long  da\-'? 
work,  to  lie  sure.  l)Ut  it  won  over  a 
■  skeptical  Gai'cia.  who  says  of  Felten- 
I  stein:  "He  listens." 

i  Listening  is  a  singular  achievement 
in  the  world  of  Burger  King,  where  ad- 
I  \-ertisiiitr  flops  and  franchisee  revolts 
!  have  been  as  much  a  company  trade- 
I  mark  as  flame-ljroiled  liui'gers.  Felten- 
stein. ol.  is  ib.e  itth  marketing  chief  in  10 
years  at  the  Miami-based  fast-food  chain. 
But  since  he  came  o\"er  fi-om  Dunkiti" 
Donuts  Inc.  in  (  )ctol)er.  M*l.  Feltenstein 
has  succe.ssfully  avoided  the  noisy  feud- 
ing that  usually  marks  a  Burger  King 
marketer's  teniu'e.  Instead,  he  has  quiet- 
ly launched  a  sweeping  reorganization  of 
market inij  strategy',  pushed  fast  into  ta- 
ble service  at  dinner,  and 
o\"e!"seen  the  first  ad  cam- 
'paitrn  in  almost  a  decaiie 
that  r/anchi^ees  actually  like. 
TO  THE  EDGE.'  Feltenstein's 
l(i'.\-r>y  -:y]e  contrasts 
sharjily  with  the  ajiiproach 
of  his  ].)refiecessor.  Gary  L. 
La!liJ■^laT^.  v.ho  left  Burger 
King  in  March.  1991.  on 
what  execi;iives  >ay  wtrt 
friendly  terms.  Langstafi'  in- 
tn^iucefi  such  successful  pi-n- 
moiions  as  a  Kid^  Club,  to 
liuild  Itrand  loyalty  among 
children,  and  tie-ins  with 
the  Xinja  Turtles.  But  fran- 
chisees resented  his  bluster- 
ing style  and'aggi-essi\'e  tac- 
tics. Says  Memiihis-l)ased 
franchisee  -Joe  Mira!>ile: 
"Gary  wanted  to  take  i;.-  to 
the  edge  and  l)eyond." 

Langstaff    defends  his 
tough-guy  act.  "I  didn't  ha\"e 
I  the  luxury  of  getting  e\  ery- 
'  one  on  bnard."  he  say>.  ~\\'t 
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had  a  ])Owerfiil  lirand  that  had  Ijeen  tar- 
nished for  five  years."  But  he  admits 
the  short-li\ed  "Sometimes  you  gotta 
break  the  rules"  ad  campaign  he  spon- 
sored united  franchisees  against  him. 
They  caught  flak  from  parents  who  felt 
the  tag  line  sent  the  wrong  message  to 
their  kids. 

Enter  Feltenstein. 
who  once  did  a  stint  as 
a  marketer  at  Procter  & 
Gamble  Co.  before 
putting  in  19  years  at 
Dunkin'  Donuts.  As 
head  of  marketing.  Fel- 
tenstein had  earned  the 
respect  of  the  doughnut 
\-endoi''s  numerous  fran- 
chisees. He  cooked  ud 
such  new  products  as 
"mini"  doughnuts  and 
expanded  distriVnition  to 
such  unorthodox  outlets  as  7-Eleven 
Stores.  But  he  also  knew  his  doughnut 
days  didn't  count  for  much  in  the  home 
of  the  Whopper.  "The  franchisees  felt  I 
didn't  know  the  hamhiurger  business." 
he  says. 

To  allay  fears,  he  spent  several 
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ir.onih-  \isiting  stores.  And  with  C::.-: 
Executive  Barry  J.  Gibbons"  backing 
Feltenstein  completely  rewTOte  his  job 
description.  While  marketing  at  Burger 
King  historically  meant  solely  ad\  ertis 
ing  and  promotion,  now  store  design 
product  development,  and  other  func 
tions  report  to  him.  Food  research 
key  area  that  used  to  report  to  the  qual- 
ity-control office,  now  answers  to  Felten 
stein.  And  borrowing  from  P&G's  play 
lx)ok.  which  assigns  management  teams 
to  each  l)rand.  Feltenstein  has  created 
three  teams  to  handle  breakfast,  lunch 
and  dinner  as  three  different  segment; 
to  market  separately. 
AT  YOUR  SERVICE.  The  goal  is  to  speed 
lip  Burger  King's  rollout  of  nev\-  prod 
ucts  and  services.  It  seems  to  have 
worked  with  dinner  ser 
\ice.  an  idea  first  sug 
gested  by  franchisees 
Feltenstein  pushed  ff)r  a 
forma!  test  of  dinner 
service  in  January,  then 
quicklv  went  national  in 
October  to  .5.700  U.  S.  lo- 
cations, where  a  waiter 
will  now  ser\^e  evening 
customers  such  dishes  a-? 
chicken  breasts  and  fried 
shrimp  at  then-  table.  In 
contrast,  McDonald's 
Corp.  has  been  testinsj 
dinner  formats  for  more  than  a 


BURGER  KING 
COMEBACK? 


SALES  PER  STORE 
FOR  BURGER  KING 
IN  THE  U.S. 
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various 
year. 

Burger  King's  move  has  promoted 
spurt  of  publicity,  much  of  it  tongue-in- 
cheek.  Even  .Jay  Leno  paid  a  \-isil  ic 
Burger  King  as  part  of  a  Tonight  Shou 
segment.  Feltenstein  is  unruffled.  "It 
has  piqued  people's  inter- 
est." he  says,  noting  that 
dinner  sales  are  alx)ve  pro- 
jections—though he  won't  !»€ 
specific.  Costs  are  low.  too. 
im  oKing  s.50()  in  new  equip 
::ient  per  store  and  one  ex 
ira  staffer. 

Backing  the  dinner  roll 
out  is  a  new  national  ac 
cam])aign  !jy  agency  D'Arcy 
Masius  Benton  &  Bowie.- 
Inc.  that  first  aired  during 
the  World  Series.  Called  b:- 
TEE\'EE  and  featuring  ^:T\ 
star  Dan  Cortese.  the  30 
second  spots  are  filmed  ir 
Burger  King  restaurant: 
with  Cortese  interviewing 
customers  and  crew  mt-m 
l)ers  in  a  frenetic,  ad-libbec 
teenspeak.  The  ad  plays  of 
the  "Your  \^'ay  Right  Away 
tagline  and  highhghts  broil 
ing.  long  a  Burger  Kini 
marketing  staple.  The  quid 
■amera  ansjles  and  forma 


Perfect  Diamond, 

The  new  DiamondTel*'  22X  cellular  phone  by 
Mitsubishi  Electronics.  Jm.  Shown  actual  size,  the 
DiamondTel  pocket  phone  is  ultra  thin  and  weighs  a 
mere  7.7  ounces.  Jm.  Yet  it  fits  naturally  from  ear  to 


mouth  and  gives  you  a  full  hour  of  talk  time  (or  two 
and  a  half  hours  with  the  high  capacity  battery). 
New  features  include  a  high-performance  antenna  for 
outstanding  signal  and  sound  quality,  a  built-in  pager, 
any  key  answering  and  auto  answer,        You'll  also 
want  to  see  the  new  DiamondTel  M14  Mobile  Phone. 
MM.  With  sleek  styling  and  numerous  features,  it's  sur- 
prisingly affordable. 

ADiamondlel" 


For  more  information,  call  (708)  298-9223 

Mitsubishi  Electronics  America,  Inc. 

800  Biermann  Court,  Mount  Prospect,  IL  60056 

©1992 


Tim  Campbell  can't  spell  environment.  He 
doesn't  understand  global  warming  or 
the  depletion  of  our  natural  resources.  And 
his  experience  with  recycling  has  been  limited 
to  sitting  in  the  back  seat  of  the  family  4x4 
as  his  mom  takes  their  newspapers  to  a  local 
recycling  center.  Yet  at  five  years  old,  Tim  is 
learning  the  most  important  lesson  to  help 
save  the  world  and  all  its  creatures.  Tim  is 
learning  to  share.  He  has  learned  that  the 
world  is  a  very  small  place,  and  that  everyone 


of  the  world's  environment. 

A  part  of  this  pledge  to  a  cleaner  environ- 
ment is  our  global  Clean  Earth  Campaign.  It 
has  been  designed  to  reduce  overall  landfill 
waste  and  preserve 
natural  resources  by 
recycling  cartridges  from 
Canon  business  products 
such  as  Personal  Copiers  and  Laser  Beam 
Printers.  As  part  of  this  campaign,  we've 
pledged  one  dollar  for  every  cartridge 


The  Clean 
Earth  Compaign 


It  begins  by  learning  to  share. 


and  everything  must  share  the  dream  to  live 
in  harmony  What  he  doesn't  know  is  to  reach 
that  goal  takes  years  of  hard  work,  dedication 
and  commitment. 

At  Canon  we  believe  that  such  a  goal  can 
become  a  reality  That's  why  we  have  a  cor- 
porate commitment  to  global  environmental 
concerns.  A  commitment  to  dedicate  corpo- 
rate resources  to  heighten  the  awareness  and 
responsibility  for  the  care  and  preservation 


returned  to  us,  to  help  a  variety  of  national 
environmental  foundations.  This  is  only  a  part 
of  the  environmentally  correct  programs 
we're  doing  throughout  our  business  opera- 
tions. From  the  development  of  solar  energy 
batteries  to  cleaner  manufacturing  processes, 
we  understand  that  we  need  to  do  our  share  to 
make  this  planet  a  better  place.  Because  we 
believe  that  to  make  a  world  of  change  it  takes 
more  than  a  dedication.  It  takes  a  dream. 


©  1992  Canon  U.S.A.,  Inc.  One  Canon  Phu,  Lake  Success,  NY  11042. 


THE  CITY  SLICKERS 
TAKING  BACK  THE  'BURBS 


Metropolitan  newspapers  are  fighting  the  upstarts — and  winning 


were  designed  to  attract  the  18-to-34- 
year-old  crowd,  the  biggest  fast-food 
market  segment. 

Results  won't  be  known  until  early 
next  year.  But  some  critics  already  say 
the  new  campaign  won't  do  the  trick. 
The  Cortese  ads  "don't  drive  the  brand 
into  the  mind,"  says  Al  Ries,  a  market- 
ing consultant  based  in  Greenwich, 
Conn.,  who  has  done  work  for  Burger 
King. 

In  his  view,  the  chain  has  yet  to 
solve  its  longstanding  problem:  It  is  per- 
ceived as  a  runner-up  to  McDonald's, 
but  it  has  done  little  to  capitalize  on  its 
second-place  position,  as  Pepsi-Cola  and 
Avis  Inc.  have  done  in  their  industries. 
Burger  King's  share  of  fast-food  burger 
sales  slid  from  21.3%  in  1986  to  19.1%  in 
1991,  according  to  restaurant  consultant 
Technomic  Inc.  Slower-moving  table  ser- 
vice, Ries  adds,  can  only  dilute  a  chain's 
image  as  a  fast-food  restaurant.  Dinner 
service  is  also  an  operational  problem: 
It's  not  designed  to  reach  drive-through 
customers,  who  make  up  50%  of  Bur- 
ger King's  business. 
APPLAUSE.  But  Feltenstein's  approach  is 
ciuelling  complaints  from  some  of  Burger 
King's  staunchest  critics— its  own  fran- 
chisees. Tom  Walsh,  a  franchisee  in 
Sioux  Falls,  S.  D.,  liked  the  speed  of  the 
dinner  rollout  and  applauds  the  Cortese 
ad  campaign.  "It's  in  the  restaurant,  it's 
product-focused,  it  positively  enhances 
our  people,"  he  says.  And  he's  even  feel- 
ing upbeat  about  overall  prospects:  "A 
lot  of  us  believe  we  are  moving  north- 
bound [on  sales]."  Burger  King  won't 
release  numbers,  but  look  for  revenues, 
profits,  and  same-store  sales  to  be  up 
over'  last  year,  says  Burger  King  chief 
Gibbons. 

The  new  confidence  among  franchi- 
sees heartens  Edouard  DeBoisgelin,  an 
analyst  with  Merrill  Lynch  Europe  who 
covers  Grand  Metropolitan  PLC,  Burger 
King's  British  parent.  He  expects  Burger 
King  operating  profits  of  $267  million 
on  sales  of  $2.47  billion  for  1992,  com- 
pared with  1991  profits  of  $247  million 
and  sales  of  $2.3  billion.  Not  a  sudden 
surge,  but  it  reverses  the  dishearten- 
ing slide  for  Burger  King,  whose  annual 
sales  per  restaurant  have  slipped  in  re- 
cent years  (chart,  page  64). 

Meanwhile,  Feltenstein  is  eager  to 
test  his  skills  on  other  projects,  such  as 
selling  burgers  in  kiosks  in  airports  and 
truck  stops,  and  an  experiment  in 
stripped-down,  two-lane,  drive-through 
restaurants  catering  to  motorists  only. 
He  has  also  launched  a  program  to  clean 
up  the  landscapes  and  exteriors  of  Bur- 
ger King  locations.  After  listening  hard 
to  franchisees,  he  thinks  they're  ready 
lo)-  the  new  initiatives.  And  for  once. 
Burger  King  fi'anchisees  think  their  mar- 
keting boss  is  right. 

By  Gail  DeGeorge  in  Miami 


When  Jay  Smith  scanned  the 
horizon  in  Atlanta's  peaceful 
noi'theastern  suburbs  a  few 
years  ago,  he  saw  only  war  clouds.  The 
New  York  Times  Co.  had  just  bought 
the  Gwinnett  Daily  Neirs,  a  well-respect- 
ed afternoon  paper  in  affluent  Gwinnett 
County.  For  Smith,  publisher  of  the  At- 
lanta Journal  and  Constitution,  that  could 
only  mean  Times  Co.  planned  to  repeat 
the  familiar  battle  between  an  upstart 
suburban  paper  and  its  big-city  rival. 

Sure  enough,  the  Times  launched  a 
frontal  assault.  It  slashed  the  subscrip- 
tion and  newsstand  rates  of  the  Daily 
News.  And  it  poured  $40  million  into  a 
new  color-printing  plant.  Suddenly,  the 
Journal  and  Constitution  faced  the  pros- 
pect of  losing  its  fastest-growing  and 
most  prosperous  suburb— much  as  the 
Los  Angeles  Times  had  lost  Orange 
County  a  decade  earlier. 

But  the  battle  didn't  follow  the  usual 
course.  Smith  fought  the  Daily  News 
tooth  and  claw,  matching  the  rate  cuts 
and  offering  extra  coverage  of  Gwinnett 
County.  At  one  point,  he  personally 
handed  out  free  copies  of  the  moi-ning 


Constitution  to  Gwinnett  motorists.  In 
September,  after  five  years  and  at  least 
$48  million  in  losses.  Times  Co.  shut 
down  the  Daily  Neivs.  "The  metres  have 
becoine  more  aggressive,"  says  Seymour 
Topping,  director  of  editorial  develop- 
ment for  Tiines  Co.'s  regional  newspaper 
gi'oup.  "They've  committed  considerably 
more  resources." 

FLIP  SIDE.  It  shows.  For  the  first  time  in 
years,  metro  dailies  are  successfully 
beating  back  suburban  rivals.  The  Chica- 
go Tribune  recently  put  down  a  chal- 
lenge from  Lerner  Newspapers  Inc.,  a 
chain  of  weekly  papers  north  of  the 
Windy  City.  And  the  Los  Angeles  Times 
is  reclaiming  circulation  from  the  ag- 
gressive Orange  County  Register.  The 
L.  A.  Times  has  been  caught  on  the  flip 
side  of  this  trend,  too:  On  Nov.  6,  it  an- 
nounced the  closing  of  its  San  Diego 
edition,  which  has  failed  to  dislodge  the' 
San  Diego  Union-Tribune. 

Of  all  the  fallout  from  the  media  re- 
cession, the  resurgence  of  metro  papers 
may  be  the  most  remarkable.  Many  ex- 
perts had  written  off  the  future  of  big- 
city  papers  in  the  'burbs:  They  were 
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Rest  in  peace: 
After  five  years 
and  at  least 
$48  million  in 
losses,  the 
Gmnnett  Daily 
News  succumbed 
to  the  Atlanta 
Journal  and 
Constitution's 
aggressive 
counterassault 


uo  slow  to  adopt  such  reader-friendly 
nnovations  as  color.  And  they  would 
lever  match  the  suburban  papers'  blan- 
ket coverage  of  local  news.  Because  the 
Tietros  were  losing  these  affluent  read- 
ers and  the  advertisers  who  covet  them, 
;he  suburban  papers  threatened  the 
/ery  future  of  some  big-city  papers. 

But  metro  dailies  are  challenging  the 
conventional  wisdom.  By  mastering  the 
:ricks  of  niche  marketing— customized 
sditorial  content  and  zoned  distribution- 
big  papers  have  been  able  to  out-hustle 
3ven  well-financed  suburban  rivals, 
rhese  are  gains  that  will  last  even  after 
the  ad  market  picks  up,  says  John  Mor- 
ton, a  newspaper  analyst  at  Lynch, 
Jones  &  Ryan.  As  a  re- 
sult, metro  papers  "can 
oe  pretty  formidable 
competition  for  smaller 
Dapers  in  their  re- 
gions," says  James  N. 
rlosse,  CEO  of  Freedom 
Newspapers  Inc.,  which 
)ublishes  The  Orange 
'^ounti/  Register. 
'IH  CENTS  A  GLANCE. 
The  battle  for  Atlanta 
s  a  case  in  point.  Cox 
Enterprises  Inc.,  owner 
»f  the  .Journal  and  Con- 
tit  ution,  regarded  the 
laily  Neivs  as  a  threat 
'  0  its  franchise  from 
ihe  moment  Times  Co. 
-ought  it  in  1987.  Small 
vonder:  Within  two 
-'ears.  Times  boosted 
ts    circulation  from 


28,000  to  nearly  50,000  copies,  mostly 
through  cheap  subscriptions.  Upping  the 
ante  further,  the  News  switched  from 
afteriifX)n  to  morning  publication  in  1988. 
The  paper,  which  traces  its  roots  l)ack 
to  18.''j8,  also  slashed  its  ad  rates  and 
drojjped  its  newsstand  price  from  25<r  to 
a  iKJstalgic  10<*. 

The  Journal  and  Constitution,  which 
publishes  its  morning  edition  as  the  Con- 
stilnlion  and  its  aftei'noon  paper  as  the 
Journal,  kept  its  rates  similarly  low. 
Equally  important.  Smith  expanded  a 
weekly  section,  called  Extra,  that  fo- 
cused only  on  Gwinnett  news,  into  a 
daily  section.  To  boost  circulation,  he 
assembled  a  data  l)ase  with  the  name  of 
every  family  in  Gwinnett  County.  Those 
who  didn't  subscribe  to  the  i)aper  were 
called  several  times  a  year.  All  this  cost 
Cox  an  estimated  $.5  million  a  year.  But 
the  paper's  Gwinnett  circulation  bal- 
looned, from  31,000  to  60,000  copies. 
"Just  because  you've  been  around  for 
100  years  is  no  guarantee  you'll  be  here 
forever,"  says  Smith. 
TOOTH  AND  NAIL.  The  stalemate  might 
have  continued  but  for  the  ad  reces- 
sion. Initially,  Times  didn't  mind  spend- 
ing millions  to  battle  the  Journal  and 
Constitution.  Indeed,  the  Neus  even  ex- 
panded to  neighboring  DeKall)  County  in 
1991.  But  then  ad  linage  plunged,  and  it 
looked  as  though  the  losses  might  go 
on  for  years.  The  Times  Co.  finally 
wrote  off  the  investment  by  taking  a 
$48  million  pretax  charge  to  its  third- 
quartei'  earnings.  Says  Topping:  "If  the 
Cox  people  were  determined  to  drive 
us  rait  of  that  market,  there's  no  telling 
to  what  lengths  they  would  have  gone." 

The  battle  for  Chicago's  suburbs  pro- 
ceeded along  similar  lines,  though  with 
some  key  distinctions.  For  one  thing, 
the  Lerner  newspapers  are  weeklies  and 
were  originally  distinbuted  fi'ee.  Pulitzer 
Pul)lishing  Co.  bought  Lerner  in  198.5, 
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because  it  saw  a  parallel  to  its  home- 
town, where  a  rival  suburban  chain  had 
taken  a  bite  out  of  its  flagship  St.  Louis 
Post-Dispatch.  By  reducing  the  number 
of  i)apers  from  .57  to  15  and  converting 
some  to  paid  circulation,  Pulitzer  hoped 
to  inflict  similar  flamage. 

Unfortunately  for  Pulitzer,  it  l)ought 
the  chain  a  year  after  the  Trib  made  a 
commitment  to  go  after-  its  own  sub- 
urbs. First,  the  paper  began  producing 
five  zoned  sections  with  news  about  spe- 
cific suburbs,  such  as  fast-growing  Du 
Page  County.  Next,  it  added  zoned  news 
to  features  such  as  its  Tempo  lifestyles 
section.  "We  had  to  fine-tune  a  product 
for  them  that  would  be  what  the  Chica- 
go Tribune  histoi'ically  has  been  for  res- 
idents of  the  city,"  says  Editor  Jack  Full- 
er. As  a  result,  the  T-ib's  daily  suburban 
circulation  jumped  1.6%  in  the  most  re- 
cent six  months,  even  as  its  city  circula- 
tion declined,  according  to  the  Audit  Bu- 
reau of  Circulations. 
ZONING  OUT.  Advertisers  get  even  more 
choice  than  readers.  They  can  rim  ads  in 
9  to  11  zoned  eflitions,  depenrling  on  the 
section.  And  starting  last  year,  advertis- 
ers could  slip  inserts  into  editions  of  the 
Tribune  aimed  at  any  of  the  .360  Zip 
codes  in  the  Chicago  metro  area.  This 
makes  the  Trib  a  good  l)uy  even  for 
small  local  companies,  such  as  bakeries 
or  auto-parts  stores.  Those  advertisers 
are  the  lifeblood  of  small  weekly  chains. 
Pulitzer  won't  say,  but  insiders  figure 
Lerner  was  losing  $1  million  a  year.  In 
October,  the  company  sold  off  some  of 
Lerner's  assets  to  an  employee  group 
for  an  estimated  $4  million. 

Now,  othei'  publishers  are  taking  a 
cue  from  Chicago  and  Atlanta.  The  Phil- 
adelphia Inquirer  just  converted  its 
twice-weekly  zoned  section  for  reader's  in 
southern  New  Jersey  into  a  daily  sec- 
tion. It  plans  to  add  four  more  daily 
zoned  sections  for-  readers  in  Pennsylva- 
nia suburbs.  "If  read- 
ers are  going  to  take 


».  Added  Jo'ly'S*"'" 
„„dl„we,c>dro,es 


DAIArCOMMHYIiEfOliTS 


only 
have 


one  jniper,  we 
to  make  damn 


sure  it's  us,"  says  In- 
quirer Editor  Maxwell 
E.  R  King. 

Such  ur'gency  used 
to  Ije  rare  in  the  exec- 
utive suites  of  major 
metro  newspapers.  But 
now  that  publishers 
sense  an  opportunity, 
they're  sci'ambling  to 
r'eclaim  the  same  l)ed- 
room  communities  that 
used  to  keep  them 
awake  at  night. 

By  Mark  Landler 
in  New  York,  with 
James  E.  Ellis  in  Chi- 
(■(ujo  and  Chuck  Haiv- 
kins  in  Atlanta 
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STRATEGIES  I 


LILLY  LOOKS  FOR  A  SHOT 
OF  ADRENALIN 


The  drugmaker  tries  stakes  in  startups  to  fill  the  new-product  gap 


A 


few  months  before  \'au<rhn  D. 
Bryson  became  Eli  Lilly's  chief 
executive  last  November,  he 
spent  a  week  at  a  baseball  "fantasy" 
camp  in  Vevo  Beach.  Fla.  The  former 
college  first  baseman,  who  played  pro 
for  a  summer  before  joinin":  Eli  Lilly  & 
Co.  as  a  salesman  in  19(51,  picked  up 
pointers  from  such  for- 
mer Dodger  greats  as 
Duke  Snider.  Roy  Cam- 
panella.  and  Steve  Gar- 
vey — and  posted  an  im- 
pressive .333  battinu 
average.  As  Brysun 
modestly  explains:  "Ev- 
erything's  a  hit  in  fai 
tasy  camp." 

If  only  the  same  were 
true  for  Lilly.  As  he  cel- 
ebrates his  first  anni- 
versary as  (  Ko  of  the 
ninth-largest  pharma- 
ceutical company  in  the 
world.  Bryson  has  a 
long  way  to  go  before 
he  can  enjoy  the  same 
kind  of  glory  he 
achieved  at  the  plate. 
After  years  of  stellar 
returns.  Lilly's  tradi- 
tion-bound, slow-moving 
management  style  is  be- 
ginning to  take  its  toll. 
PAST  IS  PROZAC.  With- 
out a  maji.ir  ncw  drug 
expected  in  the  near  fu- 
ture. Lilly's  existing 
line  is  looking  tired.  Af- 
ter surviving  allega- 
tions that  its  top-selling 
Prozac  induced  violent 
behavior.  Lilly's  antide- 
pressant drug  is  now 
facing  growing  competi- 
tion. What's  more.  Lilly 
will  lose  key  patent  pro- 
tections on  its  No.  2 
product,  the  antibiotic 
Ceclor.  in  December. 
These  two  compounds 
alone  account  for  nearly 
a  third  of  Lilly's  .'>R.3 
billion  in  esti  nated  1992 
sales. 


If  that  weren't  bad  enough.  Lilly's 
medical-device  and  diagnostics  business- 
es, once  the  company's  fastest-growing 
endeavors,  have  run  afoul  of  regulators. 
Last  May,  Lilly  suspended  production  of 
its  emergency  heart  defibrillator  after 
the  Food  &  Drug  Administration  turned 
up  a  number  of  manufacturing  viola- 


ELI  LILLY'S  LATEST  ALLIANCES 
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Company 

Project 

Lilly  s  investment 

CENTOCOR 

Developing  a  drug  to  combat  massive 
bacterial  infections 

$100.0 

REPLIGEN 

Hoping  to  produce  drugs  to  treat  trauma 
shock  and  respiratory  distress 

14.0 

OCLASSEN 
PHARMACEUTICALS 

Developing  an  oral  drug  to  treat 
hepatitis  B 

7.5 

SHAMAN 

PHARMACEUTICALS 

Working  on  drugs  to  treat  respiratory 
viruses  and  herpes 

4.0 

SIBIA 

Developing  drugs  to  treat  nervous-system 
diseases  such  as  Alzheimer's 

4.0 

BIOJECT 

Developing  a  system  to  inject  medication 
through  the  skin  without  a  needle 

4.0 

DATA;  COAWANY  RH>0RT5.  BW 

tions.  such  as  poor  monitoring  and  i>  - 
cord-keeping.  On  top  of  that.  Lilly's  Aii- 
vanced  Cardiovascular  Systems  Inc.  was 
forced  to  halt  shipment  of  a  key  catheter 
for  several  weeks  because  it  failed  to 
file  proper  documents  with  regulatoi*s. 
These  and  other  problems  are  attracting 
closer  regulatory  scrutiny,  says  Ronald 
M.  Johnson  of  the  fka's  compliance  and 
suneillance  office. 

The  mounting  strain  became  apparent 
on  Oct.  20,  when  Lilly  posted  a  bruising 
third-quarter  loss  of  S269  million,  after  a 
profit  of  S297  million  a  year  ago.  Much 
of  the  red  ink  is  due  to  S720  million  in 
restructuring  and  accounting  charges 
including  a  S240  million  write-down  after 
consolidating  some  manufacturing  oper- 
ations. Although  most  of  the  charges 
are  nonrecurring,  it  was  a  humbling  ex 
perience  for  the  India 
napolis-based  company 
which  had  boasted  a  31- 
year  string  of  profit 
gains.  While  analysts 
say  Lilly's  profits  will 
rebound  next  year,  they 
expect  that  earnings  for 
all  of  1992  will  be  down 
43''.  to  .'?746.9  million. 
IN  FLUX.  Ever  since  itl 
was  founded  in  1876  by 
Colonel  Eli  Lilly,  a  phar- 
macist who  sen'ed  with 
the  Union  Army,  Lilly 
has  been  one  of  the 
world's  most  successfu 
h  ug  companies.  Its  ear- 
.fSt  coup  was  obtaining 
an  exclusive  license  to 
produce  and  sell  insulin 
in  1922.  From  then  on 
its  earnings  growth  has 
been  legendary  and 
reached  its  apogee  in 
the  late  1980s.  From 
1987  to  1991,  profits 
rose  by  an  average  20' 
a  year. 

Unfortunately,  Lilly' 
routine  success  bred 
kind  of  rigid,  bureau- 
cratic managerrient 
style.  What  worked  ir 
the  past,  Lilly  manag 
ers  believed,  would  al 
ways  work.  That  kinc 
of  narrow  vision  ever 
prevailed  in  research 
and  development. 

Consider  Hybritech 
Inc..  a  San  Diego  start 
up  that  was  developing 
a  test  for  the  early  di 
agnosis  of  cancer  wher.| 
Lilly  acquired  it  in  198( 
for  .'$300  million.  Formei 
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CENTOCOR  AND  LILLY:  TEAMED  UP 
IN  A  BIOTECH  BUDDY  SYSTEM 


Centocor  executives  were  never 
shy  about  their  ambitions.  For 
years,  they  told  investors  they 
were  building  an  independent,  fully  in- 
tegrated pharmaceutical  house — "a 
major  health  care  company,'"  in  the 
words  of  the  corporate  mission  state- 
ment. They  were  sure  that  their  main 
drug,  Centoxin,  which  treats  massive 
bacterial  infection,  would  one  day  vault 
Centocor  Inc.  into  the  ranks  of  giants 
such  as  Eli  Lilly  &  Co. 

It  didn't  turn  out  that  way.  Instead 
of  rivaling  Lilly,  the  Malvern  (Pa.)  com- 
pany now  finds  itself  an  integral  part 
of  Lilly's  future  plans.  Desperate  to 
survive  after  the  Food  &  Drug  Admin- 


that  either  company  will  realize  its 
goals.  The  Fl).\'s  mid-April  action  hurt 
Centocor  so  severely  that  wags  took  to 
calling  it  "Centocorpse."  The  FHA  ruled 
that  company  studies  failed  to  demon- 
strate Centoxin's  effectiveness  against 
so-called  gram  negative  sepsis — an  of- 
ten fatal  bacterial  infection  contracted 
in  hospitals.  Far  more  damaging  were 
suggestions  by  the  agency  that  compa- 
ny staffers  could  have  improperly  al- 
tered their  findings  after  obtaining  an 
early  glimpse  of  the  independent  ana- 
lyses of  Centoxin's  clinical  trials.  Cen- 
tocor declines  to  comment  on  the  Fl).\'s 
intimations.  P^'inally,  matters  worsened 
when  researchers  writing  in  the  Nciv 


mployees  say  Lilly  meddled  too  much 
ntl  insisted  on  reviewing  even  minor 
lecisions.  Hybritech's  original  manage- 
nent  team  eventually  quit,  leaving  the 
ompany  in  flux  at  a  time  when  competi- 
ion  in  the  diagnostic  field  was  intensify- 
fig.  "Lilly  look  away  the  opportunity  to 
rork  independently  and  make  decisions 
|uickly,"  explains  David  S.  Kahakoff,  a 
ormer  Hybrilech  vice-president. 

The  bureaucracy  also  made  Lilly  slow 
0  respond  to  events.  That  was  amply 
lemonstrated  in  1989  when  Scientolo- 
gists, who  oppose  the  use  of  psychiatric 
irugs,  charged  that  use  of  Prozac  led  to 
iolent  and  suicidal  behavior.  Lilly  initial- 
y  underestimated  the  threat  posed  from 
he  allegations  and  didn't  mount  an  ef- 
ective  defense  until  the  following  year, 
'he  controversy  didn't  die  down  until 
99L  when  the  FI).\  gave  Prozac  a  clean 
lill  of  health. 

Bryson  concedes  that  drastic  steps  are 
lecessary  if  Lilly  is  to  remain  a  top-tier 
Irug  company.  He  has  already  reshuf- 
led  the  management  of  its  medical-de- 
ices  unit  and  is  making  progress  in 
ombating  regulatory  lapses.  But  a  lot 
emains  to  be  done.  "I'm  trying  to  com- 
lumicate  to  this  organization  that  suc- 
ess  is  not  a  birthright,"  says  Bryson,  a 
i4-year-old  native  of  Gastonia,  N.  C.  Lil- 
y  "is  a  company  that  needs  to  adapt  to  a 
hanging  environment  while  we  still 
lave  a  lot  going  for  us." 
!NERGIZER.  Loosening  up  Lilly's 
tarched  Midwestern  culture  is  a  top  pri- 
irity  for  Bryson.  Unlike  his  6.5-year-old 
)redecessor,  Richard  D.  Wood,  who  was 
[nown  for  his  highly  centralized  style — 
vhat  some  insiders  called  "command- 
md-control"  management — Bryson  en- 
:ourages  decision-making  at  the  middle 
'chelons.  He  has  also  made  himself 
noi-e  accessible.  A  finance  man,  Wood 
unched  in  the  company's  penthouse  din- 
ng  room;  Bryson,  a  pharmacist  who 
•ose  through  the  sales  ranks,  often  eats 
n  the  cafeteria  with  Lilly  employees. 
'Vaughn  is  willing  to  come  downstairs 
:o  find  out  what's  going  on,"  says  David 
A^.  Elliot,  the  new  32-year-old  sales  and 
narketing  director  at  Lilly's  Cardiac 
-'acemakers  Inc.  in  Japan.  "He  has  ener- 
gized the  place." 

Bryson  undoubtedly  hopes  a  lot  of 
hat  energy  results  in  a  new  generation 
)f  products.  But  he  has  also  taken  some 
.teps  to  encourage  product  development, 
"'or  starters,  he  hopes  to  cut  develop- 
nent  time  for  new  drugs  in  half,  to  6V2 
•ears.  Bryson  has  also  begun  to  draw  on 
alent  from  outside  Lilly,  something  that 
vas  unthinkable  a  couple  of  years  ago. 
ie  has  hired  high-profile  researchers 
rem  the  National  Institutes  of  Health 
ind  the  Centers  for  Disease  Control. 

All  the  brains  in  the  world  are  not  go- 
ag  to  reside  in  Indianapolis,"  he  says. 

Bryson  is  also  expanding  an  ambitious 


HOLVECK:  A  MAJOR  REVERSE  FROM  THE  FDA 


"jiiginna  JOKrnai  oj  nwaiciue  seconu- 
ed  the  FHA  \  iew  that  Centocor  hadn't 
proved  the  drug's  effectiveness. 
HEDGING  BETS.  Even  if  Centoxin  is  ap- 
proxcd,  llie  delay  may  have  cost  Cento- 
cor and  Lilly  the  critical  marketing  ad- 
vantage of  being  first.  Rival  medica- 
tions, such  as  Antril  from  Synergen 
Inc..  l)ased  in  Boulder,  Colo.,  are  show- 
ing promise.  Moreover,  Centoxin's 
price — a  stiff  $8,700  a  dose — may  dis- 
suade widespread  use. 

Despite  the  hellish  spring,  Centocor 
Chief  Executive  David  P.  Holveck  is 
sure  he  can  win  an  0.  K.  for  the  drug. 
The  company  has  won  approvals  for  it 
in  10  European  countries,  with  more 
expected.  And  because  the  deal  with 
Lilly  frees  it  from  worrying  about  mar- 
keting, Holveck  says  Centocor  can  pur- 
sue research  on  Centoxin  full-time. 

Lilly  executives  are  also  upbeat 
about  their  new  partners  and  rate  Cen- 
toxin's U.  S.  aouroval  chances  urettv 


istration,  citing  poor  test  results,  re- 
jected its  application  to  market  Cen- 
toxin, Centocor  sold  5'a  of  its  stock  to 
Lilly  last  summer  for  $50  million.  For 
another  $50  million,  the  Indianapolis- 
based  pharmaceutical  giant  also  picked 
up  distribution  rights  to  Centoxin. 

At  first  glance,  the  deal  seems  per- 
fect. Centocor  is  using  the  cash  it 
raised  from  Lilly  to  finish  the  research 
it  believes  will  prove  Centoxin's  worthi- 
ness to  regulators — and  so  ensure  the 
company's  survival.  Last  year,  Cento- 
cor lost  $195.6  million  on  revenues  of 
$53.2  million,  after  a  $132  million  loss 
in  1990.  Revenues  in  1990  totaled  $64.6 
million.  For  its  part,  Lilly  hopes  Cen- 
toxin will  help  fill  its  new-product  pipe- 
line, especially  when  sales  of  its  long- 
time staples,  such  as  the  antibiotic 
Ceclor,  weaken. 

Unfortunately,  there's  no  guarantee 


high.  "We  think  the  science  is  very 
solid,"  insists  David  Thompson,  head  of 
business  development  for  Lilly.  Al- 
ready, Lilly  is  taking  over  marketing 
for  Centoxin  in  Europe,  where  sales 
could  top  $20  million  this  year. 

And  even  if  Thompson  is  wrong,  Lil- 
ly has  managed  to  hedge  its  bets.  Un- 
der its  agreement  with  Centocor,  Lilly 
may  get  selling  rights  to  the  compa- 
ny's next  potentially  big  drug,  blood- 
clot  inhibitor  CentoRx,  at  no  cost  if 
Centoxin  flops.  It  will  have  to  pay  $25 
million  for  those  rights  if  the  FHA  ai)- 
proves  Centoxin  next  year. 

Still,  if  Centocor  can't  get  the  Fl).\  to 
change  its  mind,  Lilly's  investment  will 
have  done  little  but  buy  time  for  the 
troubled  biotech  company — a  sorry 
purchase,  when  stacked  up  against  its 
dreams  for  Centoxin. 

Bij  Joseph  Weber  in  Philadelphia 
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"Dealing  with  Akzo  means  dealing  with  business 
units  who  are  right  in  the  forefront  of  their  chosen 
field.  So  it  may  surprise  you  that  we  haven't  the 
slightest  inclination  to  become  one  of  the  world's 


largest  chemical  companies.  We  much  prefer  to 
big  in  the  areas  we  choose.  Yes,  we  make  acquisi 
tions.  But  never  just  to  grow  bigger.  Only  if  it  ad 
value  to  our  existing  operations.  Yes,  we  penetrc 


Akzo  is  one  of  the  world's  leading  companies  in  selected  areas  of  chemicals,  fibers,  coatings,  salt  and  health  care  products.  Some  63, C 
people,  active  in  50  countries  around  the  world,  make  up  the  Akzo  workforce.  For  more  information,  write  or  call:  Akzo  America  ' 
Corp.  Comm.  Dept.,R2,  300  South  Riverside  Plaza,  Chicago,  II.  60606.  Phone  (512)  906-7500. 


Hans  van  Oosterom,  Executive  Vice  President  Strategic  Planning  Akzo: 


markets.  But  only  if  we're  pretty  sure  we  can  do 
tter  job  than  the  competition.  We  don't  want 
2  the  biggest.  We  do  want  to  be  the  best.  And  for 
,  you  have  to  create  the  right  chemistry." 
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Ian  to  forge  strategic  alliances  with 
oung  research  companies  that  he  hopes 
,'ill  pump  new  products  into  Lilly's  pipe- 
ne.  Since  1991,  Lilly  has  paid  nearly 
200  million  to  two-dozen  small  compa- 
ies  to  acquire  minority  stakes  and  mar- 
eting  rights  for  products  in  develop- 
lent  (table,  page  70).  The  biggest  deal 
0  far  is  with  Centocor  Inc.,  a  Malvern 
r'a.)  biotech  company.  In  exchange  for 
100  million,  Lilly  received  5','  of  Cento- 
or's  stock  and  distribution  rights  to  its 
ntibiotic,  Centoxin  (page  71). 
SOBLINS  OF  ROUTINE.'  By  pairing  E\'\ 
,illy  researchers  with  scientists  from 
hese  early-stage  companies,  Bryson 
opes  to  encourage  innovation — both  at 
he  startups  and  at  Lilly.  "We  must  all 
vercome  the  goblins  of  routine,"  he 
rged  in  a  videotape  that  was  translated 
ito  10  languages  and  viewed  by  Lilly's 
0,000  employees  earlier  this  year.  To 
ounter  the  "not  invented  here"  syn- 
rome,  he  is  putting  several  hundred  se- 
ior  managers  through  a  week-long 
lanagement  course  that  is  supposed  to 
lake  them  more  receptive  to  outside 
leas. 

Although  there's  a  high  failure  rate 
mong  such  startups,  Bryson  is  betting 
hat  at  least  a  couple  of  his  investments 


will  pan  out.  He  is  also  confident  that 
Lilly's  own  R&D  efforts  will  produce 
some  potential  hits.  That's  one  of  the 
reasons  he  continues  to  expand  Lilly's 
sales  force  overseas.  In  April,  Lilly 
bought  the  pharmaceutical  subsidiary  of 
Beiersdorf,  a  German  health-care  compa- 
ny, for  an  undisclosed  sum,  and  it  is  now 
scouting  for  acquisitions  in  Italy.  "To 
capitalize  on  the  $350  million  you've  in- 


Rivals  are  putting  pressure 
on  Prozac's  share  of  the 
anti(depressant  market — 
(down  to  18.1%  in  September 


vested  in  a  new  drug,"  Bryson  says, 
"it's  ill  your  best  interest  to  take  advan- 
tage of  as  many  markets  as  you  can  as 
fast  as  you  can." 

Bryson's  optimism  about  future  prod- 
ucts had  better  be  justified.  Prozac's 
share  of  total  antidepressant  prescrip- 
tions dropped  to  18.1'a  in  September, 
from  19.5'''  only  this  past  February,  be- 
cause of  growing  pressure  from  compet- 


ing drugs,  such  as  Pfizer  Inc.'s  Zoloft. 

The  more  immediate  concern  is  Ceclor, 
Lilly's  $1  billion-a-year  antibiotic.  At 
least  four  generic-drug  companies  have 
already  filed  applications  with  the  Fl).\  to 
begin  selling  knockoffs  when  Ceclor 
goes  off-patent  in  December.  Lilly  still 
holds  several  processing  patents  that  are 
crucial  to  manufacturing  the  complex 
compound.  Still,  Ceclor  "won't  last  for- 
ever," admits  Ronald  A.  Matricaria,  who 
next  year  will  head  up  North  American 
operations  for  Lilly's  drug  division. 

For  the  moment,  Bryson  believes  he 
can  defend  Lilly's  market  share.  Lora- 
l)id,  a  new  antibiotic  launched  in  Sep- 
tember, should  make  up  for  some  of 
Ceclor's  lost  sales.  Still,  the  future  is 
tricky.  Competition  is  growing.  Develop- 
ment costs  are  rising.  And  the  drug  in- 
dustry is  losing  its  pricing  flexibility  as 
part  of  the  backlash  against  high  health- 
care costs.  The  company  needs  agility, 
speed,  and  a  good  eye  for  fresh  opportu- 
nities. Only  if  it  acquires  those  skills  can 
Bryson  coach  Lilly  to  hit  the  home  runs 
it  will  need  in  the  years  ahead. 

Bi/  Jidiii  Fli/ini  ill  Iiniiniiii/jolis,  iritli 
■lull  II  Carcji  III  Wash  I  in/tmi.  Joseph  IVcber 
ill  Philadelphia,  and  Joan  O'C.  Haiiiiltoii 
ill  Sail  Francisco 
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POINT  OF  PURCHASE:  SUPPORT  FROM  THE  DIVISION'S  3,100  DEALERS  IS  CRUCIAL 


CAN  OLDS  HITCH  ITS  WAGON 
TO  SATURN'S  STAR? 


John  Rock  wants  GM's  sickest  unit  to  copy  its  upstart  cousin 


John  D.  Rock,  g'eneral  manager  of 
Oldsmobile,  calls  himself  an  angry 
cowboy.  How  come?  "Somebody  out 
there  is  trying  to  shoot  my  horse,"  he 
complained  publicly  on  Oct.  22  as  he 
tried  to  rope  in  speculation  that  General 
Motors  Corp.  planned  to  eliminate  his 
division. 

It  isn't  hard  to  see  why  some  thought 
the  l)")-year-old  Oldsmoliile  brand  wa.s 
bound  for  the  glue  factory,  however. 
Even  though  Olds's  Cutlass  Supreme 
was  once  the  country's  best-selling  car, 
overall  Olds  sales  have  skidded  badly 
since  the  mid-'80s.  In  the  19!)2  model 
year,  the  division's  sales  were  down 
8.4' ; ,  to  486,000.  Selling  fewer  than  half 
the  cars  it  sold  in  the  mid-'80s.  Olds  is 
the  sickest  of  (iM's  ailing  divisions. 

GM's  new  top  brass  has  told  Olds's 
3,100  dealers  that  GM's  fourth-largest  di- 
vision, with  $8  billion  in  sales,  won't  be 
scrapped.  But  reviving  it  will  Ije  tough. 
Rock,  56,  who  arrived  at  Olds  in  April 
after  stints  at  Buick  and  CMC  Truck,  has 
mapped  out  a  sweeping  plan  to  reposi- 
tion Oldsmobile  as  the  next  step  up  for 
buyers  of  Saturns,  the  popular  small 
cars  from  GM's  upstart  Saturn  Corj). 

He  also  plans  to  "Saturnize"  Olds  it- 
self— a  bold  experiment  that's  long  over- 
due.  Part  of  GM's   rationale   for  its 


$5  billion  Saturn  investment  in  the  198()s 
was  to  create  a  successful  prototype  its 
other  divisions  could  copy.  But  so  far, 
Saturn's  success  has  fostered  more  re- 
sentment from  other  CM  nameplates 
than  imitation.  Rock's  plan  for  Olds  is 
the  first  attempt  to  adopt  Saturn  meth- 
ods wholesale  at  another  G.M  operation. 

One  of  Rock's  first 
steps  has  been  to  infuse 
some  of  Saturn's  entre- 
preneurial spirit  into 
Olds's  traditional  man- 
agement style.  He  has 
ordered  executive  pil- 
grimages to  Saturn's 
Tennessee  plant.  He  has 
also  encouraged  more 
openness  at  Olds's  Lan- 
sing (Mich.)  headquar- 
ters by  holding  special 
"cowboy"  days  when 
employees  can  sound  off 
to  bosses  with  impunity. 

Copying  another  Saturn  innovation. 
Rock  is  forming  a  "governance  boai'd" 
of  select  dealers,  advertising  staff,  blue- 
collar  workers,  and  Olds  managers  who 
will  help  guide  it  through  the  tough 
times  ahead.  Initially,  the  board  will  help 
ax  weak  dealerships.  It  will  even  consid- 
er scrapping  the  Oldsmobile  name. 


OLDSMOBILE'S 
BIG  SKID 


UNIT  SALES 


'85     86  '87 
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DATA:  COMPANY  REPORTS 


Eventually,  the  board  will  pass  judg- 
ment on  new  models,  a  critical  step  it 
Olds  is  to  survive.  Already,  Rock  plans 
to  halve  Olds's  product  line  to  about  1-1 
spruced-up  models.  Among  the  lik.'l\ 
cuts  is  the  Cutlass  Ciera.  Olds's  biggi 
seller  in  1992,  the  Ciera  is  a  victim  nl 
(iM's  decision  to  trim  its  midsize  car  i>f 
ferings  at  the  end  of  the  '96  model  \'i  ar. 
"Nothing's  sacred,"  Rock  vows. 

Rock  admits,  however,  that  Saturn'.- 
success  will  be  hard  to  duplicate.  Satui'ii 
was  created  from  scratch  with  a  state 
of-the-art  plant,  hand-picked  workers,  an 
elite  circle  of  225  dealers — and  a  cl^'un 
slate  with  consumers.  By  contrast,  Olds 
has  to  live  with  its  existing  plants.  And 
the  division's  recent  efforts  to  shed  its 
dowdy  image  with  consumers  ha\r 
flopped.  The  "This  is  not  your  fathci's 
Oldsmobile"  campaign,  fashioned  iiy 
Olds's  longtime  ad  agency,  Leo  Burn«'ti 
Co.,  reminded  younger  drivers  that  tin' 
average  Oldsmobile  buyer,  at  57,  is  idm 
tified  with  the  Geritol  set.  The  typicnl 
Saturn  buyer  is  a  mere  38. 
NEW  DEAL.  There  are  a  few  bright  spots, 
however.  Quality  at  Olds  has  been  on  an 
upswing.  Determined  to  make  consum- 
ers see  its  cars  in  a  new  light,  Olds  put 
its  ad  account  up  for  i-eview  in  October. 
And  Rock,  the  son  of  a  South  Dakota 
Olds  dealer,  is  actively  seeking  crucial 
dealer  support  for  his  reforms.  So  far, 
the  dealers,  who  have  been  given  the 
cold  shoulder  by  Olds  in  the  past,  are 
willing  to  give  Rock  a  chance.  Says  Ste- 
ven L.  Moskowitz,  an  Oldsmobile  dealer 
in  Merrillville,  Ind.:  "John  is  trying  tc 
get  us  involved,  right  from  the  plant  tc 
each  salesman  who  works  on  the  floor.' 

Even  when  the  transformation  is  com- 
plete. Olds  won't  be  out  of  the  woods 
Its  model  lineup  is  concentrated  in  mid- 
size family  sedans — ex- 
actly where  its  Japanese 
rivals  are  strong.  Still 
the  compact  Achieva; 
launched  last  December 
has  made  a  respectable 
showing,  and  both  the 
Achieva  and  the  Cutlas.' 
Su|)reme  will  be  restylec 
in  1997.  In  the  mean- 
time, Olds  is  hoping  that 
the  Aurora,  a  luxury  se 
dan  coming  in  the  spring 
of  1994,  will  steal  cus 
tomers  from  Lexus  anc 
Infiniti. 

With  that  lineup.  Rock  believes  Old.' 
has  a  fighting  chance  in  the  near  term 
"Don't  count  us  out,"  he  declares.  Anc 
longer  term,  after  following  Saturn's 
trail,  this  riled-up  cowboy  believes  Oldf 
can  ride  tall  in  the  saddle  again. 

B//  Kfi  I  III  !■(■)/  Kcnvhi.  irilli  Dark 
Woodruff,  ill  Detroit 
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THE  CORPORATK 


Another  case  for  USF&G: 
Miami,  FL.  August,  1992 


After  Andrew,  the  Doyens  were  left  with  nothing.  No 


house  to  live  in.  No  cars  to  drive.  No  food.  No  clothing.  And  no  furniture.  So 
they  got  to  a  phone  and  called  their  independent  agent,  who  contacted  USF&G. 

Our  adjuster.  Chuck  Witt,  was  the  first  to  make  it  to  the  Doyens'  devastated 
neighborhood,  check  in  hand. 

But  his  arrival  meant  much  more  than  the  money.  Chuck  knew  all  about 
starting  over.  And  not  just  the  paperwork,  but  the  process  of  rebuilding.  How 
much  it  costs,  how  long  it  takes,  and  how  to  build  it  better  next  time.  All  of 
which  enabled  the  Doyens  to  start  putting  their  life,  not  just  their  home,  back 
together  again. 

If  all  we  ever  had  to  do  was  smile  and  hand  you  a  check,  we  could  send  in 
one  of  those  sweepstakes  guys. 

But  our  job  is  bigger  than  that.  So  we  send  in  people  like  Chuck  Witt. 


USFSG 

INSURANCE 

Call  1-800-722-USFG  for  more  infomiation. 


[_    Sponsor  of  the  USF&G  Sugar  Bowl  } 


©1992  USF&G  Insurance 


(WHEW!) 


■y^  YEAHS  ^ 


MSS  800  Service  offers  so  many  protective  features  that  you'll 
never  have  to  worry  about  your  800  service  again. 


It's  the  most  reliable  800  service  out 
there.  No  matter  what  your  business'  size 
or  needs,  we  have  special  features  designed 
for  the  way  you  do  business;  features  that 
keep  your  customers'  calls  coming  in,  no 
matter  what. 

As  an  AT&T  800  Service  customer,  you 
automatically  get  two  remarkable  features 
built  into  the  service.  With  our  new  FASTAR''' 
technology  in  the  event  of  a  network  cable 
cut,  we  can  get  your  calls  to  you  in  a  matter 
of  minutes,  instead  of  several  hours.  To  pro- 
tect you  against  any  other  disruptions 
(including  ones  caused  by  your  own  equip- 
ment), you  also  get  the  AT&T  800  Service 
Assurance  Policy 

Because  every  business  has  different 
needs,  we  offer  a  whole  variety  of  optional 
features,  too.  That  way  we  can  custom- 
design  an  800  service  specifically  for  the  way 
you  do  business,  to  make  sure  your  800 
calls  get  through. 

For  example,  you  could  be  missing 


customer  calls  after  hours  or  during  your 
busiest  time  of  the  day  and  not  even  know 
it.  For  businesses  like  that,  we  have  features 
that  will  automatically  send  your  800  calls 
to  another  location  at  a  prearranged  day 
or  time  (e.g.,  your  office  closing  time).  And 
others  that  let  you  change  where  your  calls 
go  in  minutes. 

For  larger  businesses  that  need  all  the 
backup  they  can  get,  we  have  features  that 
can  actually  reroute  traffic  within  seconds  for 
the  ultimate  protection  against  congestion, 
busy  signals  or  equipment  problems. 

And,  of  course,  there  are  the  people 
behind  AT&T  800  Service.  As  the  inventors  of 
800  Service  twenty-five  years  ago  and  the 
designers  of  the  most  complex  800  applica- 
tions, we  have  the  expertise  to  create  solu- 
tions for  any  business'  needs.  Including  yours. 

To  find  out  how  we  can  help  you  take 
the  worry  out  of  being  in  touch  with  your 
customers,  call  vour  AT&T  Account  Executive 
or  1800  247-1212,  Ext.  427. 


992  AT&T 


AT&T 

The  right  choice. 


THE  SECRET  TO  INCREASED  PROFITS  AS 
DEMONSTRATED  B^'  ORIGAMI. 


1  j.ay  \  our  business  is  one  ihing.  Tomorrow  it  could 
be  a  utiole  differeni  animal,  which  ■■  ■   ■  ~  \ou  need  a 
siaff  that  can  restructure  with  it.  Because  while  \our 
employees  are  \our  most  \aluabie  asset,  thex're  also 
\  our  biggest  expense.  Olsten  has  the  solution:  ;.c  \.:... :  . 
\\.:h  Oisien's  Flexible  Workforce'''  \ou  maintain  a  core  of 
full-time  workers.  Then.  dep>ending  on  workload.  \ou  obtain 
additional  temporar\'  workers  from  Olsten  onl\-  when  \ou  need 
them  .\s  a  result,  your  compan\'  is  al\Na\"s  at  its  leanest.  \e: 
read\  for  anxthing.  Because  \oure  never  understaffed  or 
o\ers:afied.  \ou  eliminate  the  enomnous  e.v.X'nse  of  oxenime 
.^nd  because  Olsten  is  the  emplo\er.  \ou  sa\"e  on  benefits, 
record  keeping,  and  personnel  administration  as  well 

So  ma.Ke  Olsten  \our  partner  in 
profitabilin.'.  .And  gain  from  the  inno\  aii\  e  think 
ing  that  separates  us  from  the  rest.  Find  out 
about  our  Partnership  Program.  You'll  see  that 
flexibilit\-  doesn  ;  ;ust  look  ^         on  paper 


Temporary  Services 
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MICONDUCTORSI 


lUMBLE  PIE 

^OR  TJ.  RODGERS 


ypress'  CEO  changes  his  tune  after  price  wars  lead  to  red  ink 


It  was  a  reversal  of  fortune  that  T.  J. 
Rodgers  was  slow  to  comprehend. 
Cypress  Semiconductor  Corp.,  the 
m  Jose  I  Calif.)  company  he  founded, 
id  been  a  model  of  entrepreneurial 
iccess.  By  making  ultrafast  chips  for 
nail  niches,  it  managed  37%  annual 
'owth  and  15%  profit  margins  even 
irough  chip  recessions  in  the  late  198()s. 
hen  came  199rs  fourth  quarter.  When 
irnings  fell  a  stunning  27%,  Rodgers 
amed  production  glitches  and  vowed  to 


boss,  Advanced  Micro  Devices  CEo  W.J. 
"Jerry"  Sanders  III. 

That  experience  has  led  to  a  conver- 
sion of  sorts.  The  CEO  who  once  castigat- 
ed his  Silicon  Valley  l)rethren  for  failing 
to  outduel  foreign  manufacturers  has 
begun  copying  their  methods.  He  is 
moving  assembly  to  Thai- 
land and  laying  off  400 
employees,  21%  of  his 
work  force,  two  things 
he  once  vowed  never  to 


T.J.'S  Slow 
PROGRESS 


CYPRESS 
%  SEMICONDUCTOR'S 
%    QUARTERLY  NET  H 
%  PROFITS 

I     II    III    IV    I     II    III  IV 
■91  92  I -93 

AMIlUONSOFDOUAliS  'eSI 
DATA:  COMPANY  REPOIiTS:  KOBEIilSON, 
STEPHEHSSCO.ESTIMAIB 


SOGERS  IS  MOVING  ASSEMBLY  ABROAD-A  COURSE  HE  ONCE  VOWED  NEVER  TO  TAKE 


)mpensate  by  aggi'essively  pushing  his 
'oad  product  portfolio.  "I  felt  that  if 
e  could  crank  the  revenue  up,  we 
mid  float  the  rock  again,"  he  recalls. 
He  couldn't.  In  short  order.  Cypress 
und  itself  in  a  vicious  price  war  and 
iled  to  get  a  key  pi-oduct  to  market.  In 
lis  year's  second  quai'ter,  it  recorded 
s  first-ever  loss  as  a  public  company- 
Si. 7  million  deficit,  vs.  income  of  $10 
illion  a  year  earlier— as  revenues 
'opped  by  12%,  to  $65.8  million, 
odgers'  critics  had  been  right,  it 
■emed:  His  company  was  ill-equipped  to 
impete  when  its  niches  grew  large 
lough  to  attract  big  rivals.  "He  was 
ugged  by  reality,"  says  his  former 


do.  And  he  promises  to  finally  give  u]) 
some  control  of  day-to-day  operations  to 
concentrate  on  new  products  and  mar- 
kets. "It's  a  defeat,"  Rodgers  concedes. 
"I've  had  to  change  my  mind-set."  Not  to 
mention  his  expectations.  Analysts  see 
Cypress  earning  just  $8.8  million  this 
year,  vs.  last  year's  $84.2  million,  on  a 
6%  decline  in  revenues,  to  $270.9  million. 
Next  year,  they  project  a  rel)ound— 14% 
revenue  growth,  to  $310  million,  with 
profits  rising  to  $19.5  million.  After  bot- 
toming out  at  T%  in  July,  the  company's 
stock  has  jumped  four  points,  though 
it's  still  40%  below  a  year  ago. 

Back  then.  Cypress  was  riding  high. 
Rodgers  was  boasting  of  his  all-Ameri- 


can  company's  efficient  manufacturing 
and  quick  design  turnarounds  at  his  five 
subsidiaries.  Pervasive  computer  moni- 
toring kept  him  informed  of  every  em- 
ployee's and  every  product's  progress, 
and  he  upbraided  slipshod  managers  per- 
sonally. That  unusual  style  had  sustained 
Cypress'  winning  streak  even  as  Japa- 
nese behemoths  such  as  Toshiba,  Fujit- 
su, and  Hitachi  entered  his  market  for 
fast  chips  called  static  random-access 
memory,  or  SRAMs,  which  account  for 
about  30%  of  company  revenues.  But 
the  enfant  terrible  underestimated  his 
competitors  at  home.  Motorola  Inc.  and 
Micron  Technology  Inc.  have  both 
jumped  into  the  SRAM  market  and  early 
this  year  helped  start  a  price  war,  ana- 
lysts say.  Result:  One  key  Cypress 
SRAM,  used  primarily  in 
high-end  desktop  com- 
puters, now  sells  for 
S8.70,  vs.  $8.10  then. 
FLOODING?  Disaster  also 
struck  another  product 
called  progT-ammable  log- 
ic devices  (PLDs),  a  hot 
seller  with  a  wide  range 
of  uses.  Both  Cypress 
and  Altera  Corp.,  from 
whom  Rodgers  licensed 
the  PLI)  design  in  ex- 
change for  manufacturing 
rights,  accuse  each  other 
of  flooding  the  market 
with  PLUS  in  an  effort  to 
l)Oost  revenues.  The  re- 
sulting price  war  slashed 
profits  at  both  compa- 
nies, and  now  Altera  CEO  Rod- 
ney Smith  has  decided  not  to 
license  his  latest  generation  of 
PLDs  to  Cypress,  turning  in- 
stead to  Japan's  Sharp  Corp. 
"I  doubt  if  we  would  give  [Cy- 
l)ress]  any  more  products," 
Smith  says,  though  he  will 
keep  making  faster  versions  of 
his  older  chips  at  one  Cypress 
subsidiary  in  which  Altera  still 
has  a  16%  investment. 

The  price  wars  showed  that  Cypress 
had  to  be  more  efficient.  That  prompted 
Rodgers  to  seek  help  from  exjierienced 
executives  such  as  Fred  B.  Bialek,  for- 
merly of  National  Semiconductor  Corp. 
and  now  a  Cypress  director.  Bialek  per- 
suaded Rodgers  to  shift  assembly  off- 
shore, a  move  that  will  save  $17  million 
a  year  when  completed  in  March.  Bialek 
also  insists  that  Rodgers  is  "working 
real  hard  at  not  spending  micromanage- 
ment  time"  on  daily  operations.  "In  the 
area  of  technology,  the  guy's  fantastic. 
But  I  want  him  out  of  the  things  that  he 
doesn't  have  that  kind  of  insight  into." 
Indeed,  as  a  manager  Rodgers  made 
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What's  new  at 
L.L.Bean? 


Hundreds  of  new  gift  ideas.  You'll  find  a  special  L.L.Bean 
gift  for  everyone  who  enjoys  the  outdoors,  from 
hard-to-please  teens  to  grandparents 
who  have  everything. 


What  isn't? 

The  value,  quality  and  service  you've  come  to  expect. 
For  80  years,  we've  been  helping  our  customers  give  Christmas 
memories  that  last.  For  your  free  Christmas  catalog,  just  send 
us  this  coupon  or  call  1-800-543-9072. 

p  —  — — L.L.Bean — —  —  ^ 

□  Please  send  me  my  free  catalogs.  | 

 I 


Name  

Address  Apt. 

■  Citv  


State  Zip- 


L.L.Bean,  Inc. 
Casco  St.,  Freeport,  ME  04033 


4235720 


I 
I 
I 
I 
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JJeasions,  decisions,  aeasions 


Decider,  decider,  decider. 


Down -sizing,  upgrading,  multi- platform  envi- 
ronments. Today's  computer  hardware  issues  are 
more  numerous,  more  difficult,  more  critical  than  ;  , 
ever.  So  how  do  companies  make  decisions? 

.  According  to  a  new  IntelliQuest  study,  they 
aim  to  the  only  person  qualified  to  decide.  Some- 
one like  Bob  Barrett.  A  person  with  18  years  in 
computers.  Who  oversees  a  technical  staff  of  7  5 . 
And  >vhose  buying  decisions  and  approvals  affect  . 
nearly  3,G00  users  worldwide.  « 

In  other  words,  they  turn  to  the  BYTE  reader. 
A  full  92%  of  whom  control  the  products  and  - 
brands  their  companies  buy. 

If  you  want  to  reach  an  audience  as  influential 
as  this,  then  yours  is  an  easy  decision— advertise 
in  BYTE. 

BYTE  reader  Robert  N,  Barrett,  Vice  President  Management 
Information  Systems,  M/ A-  COM,  Inc. 


It  doesn't  g 


)  1992  BYTE,  a  McGraw-Hill  publication.  For  a  presentation  of  the  Ma 


ucst  smdy,  caM6C 


This  Is  The  Only  Kind  Of  Stone  Wall 
Ydu'II  Find  In  Connecticut. 


Business  is  tough  enough  without  running  into  bureaucratic  walls.  We've  ; 
listened  to  business  people  like  you.  We  know  the  kind  of  obstacles  you  face.  And  in 

i 

Connecticut,  we're  clearing  your  path  for  success. 

The  State  gives  you  one  contact  who'll  guide  you  through  the  whole  State  \ 
system:  your  Business  Development  Manager. 

We  don't  believe  business  growth  and  the  environment  have  to  be  at  odds. 
Connecticut's  Department  of  Environmental  Protection  has  a  strong  working  relationship 
with  our  Department  of  Economic  Development.  At  the  Department  of  Environmental 
Protection,  your  applications  will  get  top-priority  attention,  thanks  to  a  new,  fast-track 
permit  process.  An  ombudsman  will  make  sure  of  it. 

Another  big  wall  we're  tearing  down:  tax  regulation.  Since  we've  balanced 


our  budget,  created  a  surplus  and  reduced  our  debt,  we  don't  need  to  use  regulations 
as  a  club  to  drum  up  income.  Our  legislature  has  created  a  fair,  equitable  tax  system, 
and  it's  working.  We're  also  knocking  down  the  credit  barrier  with  a  billion-dollar  loan 
and  loan-guarantee  program  —  one  of  the  biggest  in  the  United  States. 

We  can  take  down  walls  because  we've  built  some- 
thing better:  a  solid  partnership  of  legislators,  banks,  utilities, 
educators  and  the  people  of  our  State  agencies.  They're  work- 
ing more  closely  than  ever  before  to  give  you  the  help  \ 
you  need.  Our  future  depends  on  it. 

Start  by  calling  our  Department  of  CONNECTICUT 


Cf';c« 


Economic  Development  at  1-800-392-2122. 


The  State  That  Thinks  Like  A  Business. 


CAN  YOUR  ENTERPRISE 
KEEP  UP  WITH  YOUR 
STRATEGIC  VISION? 


THE  MOST  COST-EFFECTIVE 
WAY  TO  IMPLEMENT 
STRATEGIC  CHANGE. 


Prepared  byX/Open, 
The  international,  Not-For-Profit 
Organization  For  Open  Systems. 


^^e-engineering  your  organization  to  meet  the  chal- 
lenges of  the  1990s  is  one  of  the  most  difficult  tasks  facing  top 
executives.  Open  systems  are  proven  to  be  the  most  flexible 
and  cost-etficient  way  to  enable  strategic  change.  Without 
jeopardizing  your  current  IS  investment. 

But  in  order  to  move  safely  to  open  systems,  you  need 
a  standard  you  can  count  on.  That's  where  X/Open™  comes  in. 
We're  an  independent,  not-for-profit  consortium  of  end-users, 
and  just  about  every  major  international 
system  and  software  vendor  We  don't  sell 
products.  We  provide  the  information 


and  tools  to  ensure  that  open  systems  are  truly  open. 

The  X/Open  brand  means  that  a  product  has  passed 
our  stringent  tests  for  conformance  to  open  systems  standards. 
And  that  the  supplier  guarantees  future  conformance.  Insist 
on  the  X/Open  brand,  and  your  enterprise's  capabilities 
will  never  have  to  lag  behind  your  vision. 

Our  free  brochure  details  the  compelling  business  argu- 
ments for  using  open  systems  to  implement  strategic  change. 

For  a  copy,  call  1-800-568-OPEN  in  the  US  J 
and  Canada,  or  +1-818-898-3886  inter- 
nationaUy  It's  required  reading  for  the  1990s. 


The  World's  Standard  For  Open  Systems. 


©  1942,  X/Open  Cumpany,  Ltd  All  rights  reserved  X/Open  and  the  X  device  arc  trademarks  uf  X/Opcn  Companv,  Lid  m  the  U  K  and  other  countries 


evelopments  to  Watc 


DITED  BY  NAOMI  FREUNDLICH 


iLOWING,  GLOWING,  GONE:  A  WACKY 
POLLUTION  TEST  THAT  WORKS 


To  measure  pollution 
in  tainted  waters, 
scientists  use  the  aquat- 
ic equivalent  of  a  min- 
er's canary.  In  standard 
tests,  they  measure  pol- 
lution by  how  fast  small 
crustaceans  or  fish  die, 
or  by  changes  in  their 
reproductive  rate.  This 
approach  beats  measur- 
ing each  of  hundreds  of 
chemicals,  but  it  can  still 
cost  more  than  $1,000  a 
test  and  take  a  week. 
Scientists  at  the  Georgia  Institute  of  Technology  have  de- 
ised  a  new  test  that  sharply  cuts  both  time  and  cost.  The 
scret  is  using  a  tiny  creature  called  a  rotifer.  As  pollution 
ises,  the  pinhead-size  animals  eat  more  slowly.  So  researchers 
sncocted  a  diet  of  microscopic  glowing  rubber  balls.  By  feed- 
ig  the  balls  to  the  rotifers,  then  measuring  how  much  the 
features  glow,  it's  possible  to  ascertain  pollution  levels  in  one 
our,  at  a  cost  of  about  $20.  Eventually,  the  rotifers  could  be 
enetically  engineered  with  a  gene  for  bioluminescence,  says 
Georgia  Tech's  Terry  Snell.  That  way,  they  would  glow  on 
leir  own  in  clean  water  and  dim  as  pollution  increases. 


mm  VACCINE— JUST 
^DD  WATER  AND  INJECT 


In  the  world  of  nature,  resurrection  is  more  than  a  spiritual 
concept.  So-called  resurrection  desert  plants  can  dry  up  and 
^nlain  seemingly  lifeless  for  years  only  to  revive  after  rains. 
Irine  shrimp  embryos,  better  known  as  "sea  monkeys,"  have 
similar  life  cycle.  The  common  link  betv/een  these  organisms 
;  that  their  cells  contain  large  amounts  of  a  sugar  called 
rehalose.  In  the  absence  of  water,  trehalose  seems  to  pre- 
erve  proteins — keeping  their  structure  intact. 
Scientists  at  Quadrant  Research,  a  biotech  startup  in  Cam- 
ridge,  England,  are  using  the  sugar  to  produce  dried  vaccines 
nd  red  blood  cells  that  can  be  stored  for  years  and  then 
shydrated  before  use.  Polio  vaccine  is  the  first  target.  To 
smain  viable,  it  now  must  be  kept  at  very  low  temperatures — 
problem  for  Third  World  countries.  The  World  Health  Orga- 
ization  is  working  with  Quadrant  on  a  dried  version,  and 
uman  trials  could  begin  in  two  years,  says  Dr.  Bruce  J. 
loser,  scientific  director  of  the  company. 
Roser  also  envisions  slipping  the  gene  that's  key  in  produc- 
ig  trehalose  into  crops.  That  could  keep  them  in  "suspended 
nimation"  during  droughts,  he  says. 


:OMPUTERIZED  AIR  CRASHES 
MAY  MAKE  THE  SKIES  SAFER 


l#irtual  reality  could  be  a  boon  for  investigating  airplane 
W  crashes.  The  Institute  for  Aerospace  Research  in  Ottawa, 
n  arm  of  Canada's  National  Research  Council,  is  developing 
oftware  that  can  transform  the  data  from  a  plane's  black-box 
light  recorder  into  a  realistic  sight-and-sound  simulation  of 
he  aircraft's  final  moments. 


Called  the  Aircraft  Data  Analysis  &  Presentation  System 
(.XD.X.APS),  the  program  will  allow  crash  investigators  to  sit  in 
the  cockpit  and  watch  a  reconstructed  instrument  panel  while 
listening  to  the  crew's  voices.  The  mishap  can  also  be  viewed 
from  the  ground  or  from  overhead.  And  three-dimensional 
computer  images  of  the  terrain  can  be  merged  with  the  simu- 
lation, along  with  data  from  air-traffic  and  weather  radars 
plus  eyewitness  accounts.  ADAAPS  cross-checks  all  the  informa- 
tion for  integrity  and  consistency,  relieving  investigators  of 
the  time-consuming  chore  of  hunting  for  anomalies. 

The  final  simulation  can  also  be  used  to  drive  a  flight 
simulator,  so  safety  e.xperts  can  try  to  figure  out  ways  to 
avoid  such  accidents.  Elias  Politis,  head  of  the  ADAAPS  project, 
expects  the  system  to  be  finished  early  next  year. 


HOMING  IN  ON  THE  GENETIC  FLAW 
THAT  CAUSES  SKIN  CANCER 


Scientists  have  known  for  more  than  a  decade  that  about 
107f  of  the  cases  of  the  deadliest  skin  cancer,  malignant 
melanoma,  seem  to  be  inherited.  That  has  touched  off  a  search 
for  the  gene  causing  the  scourge,  which  strikes  about  32,000 
Americans — and  kills  about  7,800 — atmually.  Over  the  past 
several  years,  they  have  homed  in  on  a  region  of  DNA,  located 
on  chromosome  9,  that  seems  to  play  a  key  role  in  the  cancer. 
In  some  patients  with  tumors,  for  example,  chunks  of  DNA  are 
missing  in  this  section  of  the  chromosome. 

Now,  a  team  of  16  researchers  from  8  different  centers  may 
have  pinpointed  the  melanoma  gene.  In  the  Nov.  13  issue  of 
Science,  they  reported  that  82  cases  of  melanoma  in  11  differ- 
ent extended  families  involve  genetic  flaws  in  one  key  spot  on 
chromosome  9.  The  next  step  is  figuring  out  what  the  exact 
genetic  defect  is.  Current  thinking  is  that  the  gene  probably 
codes  for  a  protein  that  suppresses  tumors.  So  when  the  gene 
is  defective,  the  melanoma  is  allowed  to  spread.  After  they 
identify  the  gene — which  could  also  be  the  culprit  in  noninher- 
ited  cases  of  the  disease — scientists  may  be  able  to  develop 
drugs  that  counteract  the  flaw. 


A  TASTY  MILK  SUBSTITUTE? 
NOW  THERE'S  A  WHEY 


Curds  and  whey  were 
a  staple  for  Little 
Miss  Muffet.  But  for  the 
dairy  industry,  whey,  a 
watery  byproduct  of 
cheesemaking,  is  waste 
that's  increasingly  ex- 
pensive to  get  rid  of. 
One  solution:  Balance 
Inc.,  a  startup  in  Kent, 
Wash.,  has  developed  a 
milk  substitute  whose 
main  ingredient  is  whey. 

Roy  Brog,  a  Utah 
dairy  chemist,  made 
such  a  product  in  the  1970s.  But  because  it  was  in  powder 
form,  customers  shunned  it.  Balance  founder  Sam  Huffman 
rejiggered  Brog's  formula  to  make  a  tasty  liquid  product, 
called  Milk-Lite,  which  it  began  marketing  this  month.  Milk- 
Lite  looks  and  tastes  like  milk  but  is  low  in  lactose  and  has 
just  1%'  fat  and  lots  of  vitamins.  It  has  90  calories  per  serving, 
about  the  same  as  skim  milk,  and  sells  for  $1.29  or  less  per 
half-gallon.  Huffman  says  257'  of  Americans  are  so-called 
lactose-intolerant,  but  he's  targeting  all  consumers. 
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airs 


Commentary/by  Michele  Galen 


WHEN  THE  SMOKE  CLEARS,  CIGARETTE  MAKERS  MAY  GET  BURNED 


You  could  almost  hear  the 
champagne  corks  popping 
at  tobacco  companies 
icross  the  country.  On  Nov.  5, 
awyers  for  the  estate  of  Rose 
3.  Cipollone  stunned  the  indus- 
ry  by  announcing  that  they  had 
Iropped  the  most  prominent 
lamage  case  filed  by  a  smoker, 
rhe  move  capped  a  bloody,  10- 
'ear  legal  assault  on  cigarette 
nakers  that  went  all  the  way  to 
he  U.  S.  Supreme  Court. 

Tobacco  companies  hailed  the 
nove  as  a  total  vindication  of 
heir  position.  "Our  view  has  al- 
vays  been  that  the  cases  do  not 
)elong  in  the  courtroom,"  says 
:;harles  R.  Wall,  Philip  Morris 
3os.'s  associate  general  counsel. 
'People  are  aware  of  the 
:laimed  risks  of  cigarette  smoking,  so 
vhy  should  they  get  money?" 
,OST  LEADER.  At  first  glance,  the  indus- 
ry  does  seem  the  clear  victor  in  the 
egal  war  over  cigarette  smoking.  With 
he  exception  of  a  $400,000  award  in 
'Jipollone,  no  jury  has  assessed  dam- 
Lges  against  a  tobacco  company.  And 
lince  Cipollone  was  filed  in  1983,  to- 
)acco  stocks  have  soared.  Philip  Mor- 
is, which  is  fighting  some  24  liability 
iUits,  has  seen  its  shares  zoom  from 
ibout  $7  apiece  to  $78.  Tobacco  stocks 
iUrged  higher  on  the  news  that  Cipol- 
one's  trailblazing  lawyer.  Marc  Z. 
Cdell,  had  quit  the  case — and  perhaps 
obacco  litigation.  After  spending  $1 
nillion  to  finance  Cipollone,  his  firm 
lad  had  enough. 

But  there's  another  view  of  Cipol- 
one.  Along  with  other 
;ases,  it  has  buoyed  the 
mtismoking  movement  and 
nay  ultimately  prove  to  be 
he  ammunition  that  badly 
mrts  cigarette  makers.  As 
I  result  of  Cipollone,  "we 
lave  two  things  that  we 
iidn't  have  before,"  says 
i^rofessor  Donald  W.  Gar- 
ler  of  Southern  Illinois  Uni- 
versity School  of  Law  in 
^arbondale.  "We  have  a 
very  clear  message  from 
he  Supreme  Court  on  how 
.0  bring  these  lawsuits,  and 
;econd,  we  have  discovered 
I  vast  public-relations  fraud 


and  gimmick  by  the  tobacco  industry 
that  has  lasted  40  years." 

From  the  start,  Cipollone  was  more 
than  just  another  liability  suit.  Rather, 
it  gave  smoking  opponents  a  new 
weapon  when  they  really  needed  it.  By 
the  1980s,  efforts  to  regulate  smoking 
had  stalled — despite  growing  evidence 
that  smoking-related  illnesses  caused 
some  300,000  deaths  a  year  (the  body 
count  has  since  swollen  to  434,000).  En- 
couraged by  successful  cases  involving 
asbestos  and  the  Dalkon  shield  contra- 
ceptive, lawyers  took  on  the  more  for- 
midable tobacco  industry. 

Cipollone  quickly  put  the  industry 
on  the  defensive  in  a  very  visible  way, 
and  that  pressure  has  not  let  up.  The 
case  generated  "millions  of  dollars  of 
publicity  based  on  the  fact  that  ciga- 


PRESSURE 
POINTS 


y 


HAMS  VS.  LIGGETT  GROUP 

Susan  Haines  alleges  that  the 
tobacco  industry  hid  the  dangers 
of  smoking.  Liggett  and  others  deny 
the  charge 

LESNKK  VS.  LORILLARD 

Beverly  Lesnick  claims  her  hus- 
band died  from  Kent  filters  contain- 
ing asbestos.  Lorillard  is  fighting 

GILBOY  VS.  AMERICAN  TOBACCO 

Robert  Gilboy  argues  that  ciga- 
rettes are  an  unreasonably  danger- 
ous product  and  seeks  damages 
for  cancer.  American  Tobacco  dis- 
putes the  charges 


rette  companies  killed  someone," 
says  Michael  Pertschuk  of  the 
Advocacy  Institute.  "That's  a 
very  strong  message." 

But  Cipollone's  greatest  pow- 
er has  yet  to  be  felt.  In  June,  the 
Supreme  Court  deprived  smok- 
ing opponents  of  a  key  legal 
weapon:  that  cigarette  makers 
had  an  affirmative  duty  to  warn 
of  tobacco's  dangers.  Instead, 
the  justices  endorsed  a  whole 
new  line  of  attack,  permitting 
damage  suits  alleging  that  the 
industry  hid  smoking's  risks. 
And  they  left  room  for  states  to 
regulate  in  areas  not  specifically 
preempted  by  federal  law. 

Now,  attorneys  are  devising 
theories  likely  to  be  more  palat- 
able to  juries  than  injury  suits. 
Garner,  for  one,  is  urging  state  attor- 
neys general  to  bring  consumer-fraud 
cases.  And  instead  of  seeking  remedies 
that  reward  smokers  for  smoking,  such 
as  damages,  he  suggests  forcing  tobac- 
co companies  to  turn  over  some  profits 
to  finance  a  public-education  fund. 

The  Supreme  Court  also  opened  pos- 
sibilities for  state  regulation.  For  ex- 
ample, regulators  could  force  tobacco 
companies  to  include  package  inserts 
warning  that  cigarettes  are  "addic- 
tive," says  Richard  A.  Daynard  of  the 
Tobacco  Products  Liability  Project. 
DECADES  OF  LIES.  Ultimately,  Cipol- 
lone's  most  significant  legacy  may  be 
the  file  cabinets  of  docuinents  pro- 
duced during  the  litigation.  The  docu- 
ments, along  with  records  uncovered  in 
another  case  brought  by  Edell's  firm, 
show  how  industry  repre- 
sentatives deceived  the  pub- 
lic about  the  link  between 
smoking  and  disease.  They 
also  indicate  that  industry 
leaders  lied  to  Congress  for 
decades  in  a  successful  ef- 
fort to  fend  off  regulation. 

Such  evidence  will  bolster 
fraud  suits  and  give  lobby- 
ists new  ammunition.  But 
the  documents  go  beyond 
the  courts  and  Congress:  In 
the  tobacco  industry's  own 
words,  they  undermine  the 
apparent  credibility  of  an  in- 
dustry on  a  vital  matter  of 
public  health. 
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DECONSTRUCTING  THI 


As  the  monolithic 
mainframe  gives  way, 
the  industry  breaks 
into  leaner,  faster, 
smaller  parts 


It  sure  looks  like  an  industry  on  the 
skids.  The  signs  are  everywhere  and 
grow  more  painful  every  day:  World- 
wide leader  IBM  Corp.  is  shedding  40,000 
workers  this  year,  for  a  total  of  100,000 
since  1985.  No.  2  Digital  Equipment 
Corp.  ousts  its  founder,  after  taking  S3.1 
billion  in  charges  over  two  years  to  cut 
18,000  jobs  and  vacate  165  facilities. 
Wang  Laboratories  Inc.  files  for  Chapter 
11  protection.  France's  Groupe  Bull  lays 
off  8,000  workers  and  closes  8  of  13 
factories;  Italy's  Olivetti  downsizes  by 
20' ' ;  Siemens  Nixdorf  plans  to  lose  6,000 
workers.  And  the  list  goes  on. 

"Think,"  an  industry  byword  in  IB.M's 
heyday,  is  giving  way  to  "Shrink."  It's 
not  just  computers  that  are  getting 
smaller,  it's  most  of  the  companies  that 
make  them,  too.  They're  deconstruct- 
ing— shutting  factories,  cutting  jobs, 
spinning  off  subsidiaries,  farming  out 
work,  and  slashing  managements. 
DOLDRUMS.  Even  the  younger  genera- 
tion is  feeling  the  pinch.  Relative  kids 
such  as  Apple,  Sun  Microsystems,  and 
Compaq  are  attacking  costs,  too.  Apple 
Computer  Inc.  and  Compaq  Computer 
Corp.  have  laid  off  thousands  to  cut 
overhead  and  stay  a  step  ahead  of  the 
hundreds  of  wannabes  nipping  at  their 
market  shares.  Only  in  Japan,  it  seems, 
have  companies  avoided  downsizing.  But 
they  may  be  next.  Sales  are  slowing,  and 
Fujitsu  Ltd.  reported  a  $160  million  loss 
for  the  first  half  of  fiscal  1992. 

What's  going  on?  Like  all  manufactur- 
ers, computer  makers  are  under  pres- 
sure to  slash  costs.  But  they  also  face  a 
unique  challenge.  In  their  business,  ev- 
ery 18  months,  advances  in  microproces- 
sor technology  double  the  amount  of 
computing  power  a  dollar  will  buy. 
Th'se  powerful  chips  and  standardized 
software  have  already  turned  PCs  into  a 
low-m;irgin  commodity,  and  PCs  have  be- 


come  the  industry's  biggest  part  (chart, 
page  93).  Now  that  computer  makers  are 
building  large-scale  systems — including 
machines  that  will  surpass  IB.M's  biggest 
mainframes — from  the  same  cheap 
chips,  the  harsh  economics  of  the  PC  are 
sweeping  computerdom.  "The  computer- 
systems  business  is  rapidly  evolving  to 
become  similar  in  structure  to  the  PC 
business,"  says  John  Levinson,  comput- 
er analyst  at  Goldman,  Sachs  &  Co. 

Already,  the  industry's  net  income  has 
plunged  from  6.5':^  of  revenues  in  1986 
to  -0.12''-  last  year,  excluding  special 
charges,  according  to  Standard  &  Poor's 
Compustat  Services  Inc.  That's  billions 
in  earnings  up  in  smoke — a  figure  re- 
flected in  the  dismal  performance  of 


computer  stocks  (chart,  page  93).  And 
the  forecast  is  for  more  of  the  same,  as 
powerful  microcomputers  gobble  up 
more  of  the  market.  "We  never  plan  tc 
see  margins  come  up  again,"  says  Peter 
Bonfield,  chairman  of  Britain's  ICL  PLC. 
NICHE-PICKING.  So  the  business  is  a  di- 
saster, right?  Not  at  all.  Although  fall- 
ing prices  have  slowed  revenue  growth, 
from  nearly  209<  annually  five  years  ago 
to  the  low  single  digits,  demand  for  com- 
puter gear  remains  strong.  Lower  prices 
are  inviting  more  customers.  And  there's 
plenty  of  new  technology  on  the  draw- 
ing boards — pen-based  PCs,  handheld 
"digital  assistants,"  and  massively  paral- 
lel supercomputers — to  create  demand 
well  into  the  new  century. 
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But  before  then,  the  old  industry  has 
0  deconstruct.  With  gross  margins  of 
;0%  and  falling,  the  vertically  integrated 
ompanies  that  thrived  on  margins  as 
ligh  as  707^  must  do  some  painful  soul- 
earching.  They  now  have  to  choose  at 
vhich  points  along  the  "value  chain" 
hey  can  most  profitably  apply  their 
ikills  and  resources.  They  may  write 
iOftware,  build  parts,  or  make  complete 
systems.  They  may  sell  computers  built 
)y  others.  They  may  team  up  with  part- 
lers.  Or  they  may  just  help  customers 
:hoose  and  install  computers  to  solve 
ipecific  problems.  But  even  the  mighti- 
!St,  it  seems,  can  no  longer  do  it  all. 

The  pattern  for  the  industry's  future 
structure  has  already  been  set — again, 


by  the  microprocessor  revolution.  In  the 
past  decade,  the  industry  has  splintered 
into  an  array  of  specialty  companies. 
Each  focuses  on  a  different  part  of  the 
value  chain:  chips,  disks,  distribution, 
data-base  software,  customer  service, 
and  so  on.  And,  as  a  whole,  they  are 
proving  more  efficient  than  old-line,  inte- 
grated makers.  Again,  there's  an  analo- 
gy to  what's  happening  in  hardware  it- 
self: Computing  power  has  fragmented, 
breaking  out  of  the  monolithic  main- 
frame and  spreading  to  flexible  net- 
works of  powerful,  desktop  machines. 

Big  Blue  and  other  giants  grew  up  as 
vertically  integrated  organizations,  a  la 
General  Motors,  because  that's  how 
companies  worked  then — and  because 


there  was  little  choice.  They  had  to  build 
their  own  chips,  circuit  boards,  disk 
drives,  terminals,  printers,  tape  drives, 
and  even  the  boxes  the  stuff  went  into. 
They  wrote  software,  too,  and  fielded 
teams  of  salespeople,  consultants,  and 
technicians.  Tens  of  thousands  of  em- 
ployees, dozens  of  plants,  and  huge  in- 
vestments in  research  and  development 
were  involved. 

But  the  PC  changed  all  that.  In  1981, 
when  IBM  chose  an  Intel  Corp.  microchip 
and  Microsoft  Corp.  software  for  the 
IBM  PC,  it  inadvertently  sowed  the  seeds 
of  its  own  deconstruction.  Because  any- 
body could  buy  the  same  parts,  every- 
body got  into  the  business.  From  Taipei 
to  Tampa,  from  Delhi  to  Dublin,  an  in- 
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frastructure  of  suppliers  sprang  up  to 
feed  the  right  bits  and  pieces  to  thou- 
sands of  assemblers. 

With  the  PC  market  saturated  with 
players,  gross  margins  hurtled  below 
30'  ^ .  As  long  as  the  big  companies  had  a 
healthy  business  in  "big  iron" — minis 
and  mainframes — this  didn't  hurt  bot- 
tom lines  much.  But  those  core  business- 
es have  slowed.  .A.nd  now.  sooner  than 
DEC  or  IBM  expected,  big  machines  are 
threatened  with  extinction  by  low-cost, 
micro-based  alternatives.  "It  has  unfold- 
ed beyond  our  wildest  imagination." 
says  Gilbert  P.  Williamson,  president  of 
NCR  Corp..  acquired  by  American  Tele- 
phone &  Telegraph  Co.  in  1991.  NCR's 
big  thrust  these  days  is  building  ma- 
chines using  multiple  microchips  that 
can  do  transaction-processing  work  for  a 
retailer — but  for  a  fractian  of  what  it 
would  cost  with  a  mainframe. 
FREE  MARKET.  So  the  falling  tide  is  lower- 
ing all  boats.  McKinsey  estimates  the 
companies  that  in  1986  built  and  sold 
finished  computer  systems  were  captur- 
ing about  80-'c  of  the  total  profits  being 
generated  by  computer  sales.  The  rea- 
son: Older,  high-margin  systems  from 
the  big  computer  makers  still  dominated. 
These  computers  all  had  proprietaiy 
software  that  kept  the  customei"s  locked 
in — and  paying  high  prices. 

By  1991.  however,  systems  makers 
were  getting  just  20'f.  Why'?  Because 
the  PC  had  cut  out  the  fat — and  not  just 
by  lowering  costs.  The  PC  and  other 
"open"  systems  such  as  minis  and  work- 
stations using  UnLx  software  made  it 
possible  for  customers  to  choose  from  a 


wide  range  of  machines  that  all  ran  the 
same  programs.  They  turned  the  indus- 
try into  a  free  market.  And  the  market 
soon  reallocated  profits.  The  biggest 
chunk,  49'^>.  simply  stayed  in  the  pockets 
of  customei*s  in  the  form  of  lower 
prices — an  economic  surplus  that  "cus- 
tomers are  unlikely  to  give  back."  notes 
Michael  Xevens,  a  McKinsey  principal. 

That's  not  all.  Computer  makers  also 
gave  up  profits  to  suppliei-s  of  compo- 
nents, software,  and  semces.  whose 
share  of  the  pie  rose  from  20'^  in  1986  to 
31^f  in  1991.  according  to  McKinsey.  In 
effect,  the  market  said  that  chipmakei-s 
and  software  writers  added  more  value 
than  the  folks  cobbling  those  parts  into 
svstems  and  should  be  rewarded  accord- 


^Think'  was  the  old 
byword.  now,  it 
could  be  'shrink' 


ingly.  That's  why.  as  computer  makers 
scramble,  companies  such  as  Intel  and 
Microsoft,  suppliers  of  the  main  chips 
and  software,  respectively,  for  the  IBM 
PC  market,  are  lapping  up  the  gTa\y. 

This  explains  the  frenzy  of  decon- 
struction  within  the  old  vertical  empires. 
Without  fat  profit  margins  on  complete 
systems  to  mask  inefficiencies,  big  com- 
panies can  no  longer  afford  in-house  di- 
\isions — unless  they're  really  competi- 


tive. And  in  many  cases,  the  best  way  : 
improve  performance  of  a  division  o. 
factory — indeed,  just  to  measure  it — i^ 
to  expose  it  more  fully  to  market  forcesl 

Clearly,  that's  the  motive  behind  IBlj 
Chaii-man  John  F.  Akei-s'  massive  decon' 
struction  project  announced  last  Decem 
ber.  He  broke  the  sprawling  company 
into  13  semiautonomous  units.  This  pas 
September,  he  created  yet  another,  jus 
for  making  and  selling  PCs.  Each  o: 
those  units  is  likely  to  subdivide  unti 
there's  "a  whole  host  of  little  companie: 
under  the  IBM  umbrella,"  says  Presiden 
Jack  D.  Kuehler.  The  freestanding  unit^ 
will  keep  their  own  books,  and  befon 
long,  it  will  be  apparent  where  IBM  cat 
be  truly  competitive — and  where  i 
might  cut  its  losses.  "There  will  be  som( 
fallout  and  dislocations,"  says  Kuehler 
"Some  won't  make  it."  But  if  all  thes( 
Baby  Blues  are  operating  at  peak  per 
formance,  the  sum  of  the  paits  will  b( 
greater  than  today's  whole — to  share 
holders  and  customers. 
'YOU'RE  THE  BEST.'  The  risk,  of  course,  is 
that  computer  makei-s  whose  di\isioni 
can't  cut  it  will  quickly  hollow  out,  shut 
ting  more  plants  and  laying  off  men 
workers.  That  could  boost  short-tern 
profits.  But  they  would  soon  lose  manu 
facturing  and  design  knowhow.  making 
them  less  able  to  bring  innovations  tx 
market.  And  that  would  be  the  begin 
ning  of  the  end  for  a  computer  maker 
"You  have  to  have  something  when 
you're  the  best."  says  Charles  E.  Exlej 
Jr.,  retired  chairman  and  CEO  of  XCR. 

The  companies  that  dig  out  "best  o: 
breed"  capabilities  in  their  organizations 


SUN  IS  SHINING— WITH 
A  LOT  OF  HELP  FROM  ITS  FRIENDS 


Fi 


lor  years.  Sun  Microsystems  Inc. 
I  had  big  problems  shipping  its  work- 
stations on  time.  Customers  could 
wait  weeks  for  orders.  Things  got  so  bad 
finally  that  Sun  just  gave  up.  It  shut 
down  its  18  distribution  centers  around 
the  world  and  turned  the  work  over  to 
Federal  Express  Coi"p.  and  others.  "'A 
few  people  thought  we  were  insane,"  ad- 
mits Robert  J.  Gi-aham.  \icepresident  for 
worldwide  operations.  But  Sun  subse- 
quently set  shipment  records. 

Even  as  the  company,  based  in  Moun- 
tain View,  Calif.,  has  blossomed  into  a 
S3.6  billion  operation,  its  management 
has  heeded  a  simple  corporate  command- 
ment: Thou  shalt  not  do  thyself  what 
othei-s  can  do  better. 

By  hiring  others  to  do  everything  from 
circuit-board  assembly  to  customer  sup- 


port. Sun  can  focus  on  the  things  it  does 
best:  designing  microprocessors,  writing 
software,  and  marketing  workstations. 
And  to  help  keep  those  core  functions 
efficient.  Sun  has  split  them  among  sev- 
eral independent  subsidiaries,  each  char- 
tered to  make  a  profit.  "That's  the  only 
way  to  run  the  computer  business,"  says 
Chief  Executive  Scott  G.  McNealy.  In- 
deed, it  seems  rivals  such  as  IBM  and 
Digital  Equipment  Corp.  are  beginning 
to  agi-ee. 

Perhaps  the  best 
symbol  of  Sun's  ap- 
proach is  how  it  han- 
dles its  crown  jewel, 
the  Sparc  micro- 
processor. ^^'hen  Sun 
created  Sparc  in  1987, 
it  couldn't  afford  a 
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ind  (fvv  ihein  to  com- 
)ete  can  hopt'  to  rebuild 
)rofits.  Of  course,  most 
)f  the  industry's  best 
rigs  are  already  taken: 
Cven  if  you'iv  great  at 
iperating  software,  Mi- 
Tosoft  has  that  about 
;ewn  up.  Ditto  Intel  in 
nicroprocessors;  Con- 
ler,  Quantum,  and  Sea- 
gate in  disk  drives;  An- 
lersen  Consulting  and 
electronic  Data  Sys- 
enis  in  systems  inte- 
gration; and  so  on. 

The  deconstruction- 
sts  can  take  heart, 
hough,  from  some  ex- 
.mples  of  surprising  in- 
lovation  by  their  com- 
latriots.  Consider 
lewlett-Packard  Co.'s 
irinter  division,  in  Boi- 
e,  Idaho:  A  decade  ago, 
he  minicomputer  mak- 
T  saw  a  chance  to 
arve  out  a  new  niche  in 
aser  printers.  It  freed 
he  division  to  pursue  the  new  market — 
egardless  of  whether  the  printers 
TOuld  help  sales  of  other  hp  machines. 
Ind  now,  HP  has  43%  of  the  $5.4  billion 
J.  S.  market. 

lET  A  FOCUS.  There  are  already  some 
iromising  possibilities  among  IBM's  de- 
onstructed  units.  Adstar,  which  used  to 
lesign  disk  and  tape  drives  primarily  for 
ise  in  IBM  computers,  is  now  mounting  a 
nassive  effort  to  sell  its  drives  on  the 
ipen  market,  even  for  use  in  computers 
hat  will  compete  with  IBM's.  Another 
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unit  is  beginning  to  sell  memory  chips 
and  other  components  outside,  so  Big 
Blue  will  have  a  chance  to  prove  what  it 
has  frequently  asserted — that  it  has 
world-class  capabilities  in  chipmaking.  In 
fact,  IBM  may  come  to  resemble  its  Japa- 
nese rivals.  Those  electronics  giants 
have  always  built  components  for  the 
open  market  as  well  as  for  internal  use. 

Success  in  chips  and  other  components 
may  be  essential  if  big  players  want  to 
avoid  even  more  downsizing — to  the  hol- 
low extreme  of  deconstruction  epito- 


mized by  Dell  Computer 
Corp.  As  Chairman  Mi- 
chael S.  Dell  acknowl- 
edges, his  fast-growing 
company's  value  add- 
ed— its  "core  competen- 
cy," as  the  management 
gurus  would  have  it — is 
not  computer  technol- 
ogy at  all,  but  distribu- 
tion and  marketing. 
Dell  is  set  up  to  excel  in 
two  areas;  handling  or- 
ders and  queries  from 
80,000  customers  a  day 
and  providing  an  end- 
less supply  of  new  mod- 
els and  options.  Dell 
does  no  real  manufac- 
turing— only  final  as- 
sembly and  testing. 
And  in  many  cases,  it 
doesn't  even  design  the 
machines  it  sells:  Dell 
engineers,  using  input 
from  a  vast  customer 
base,  create  specifica- 
tions for  new  comput- 
ers and  hire  subcontrac- 
tors to  build  them. 

The  message  is  focus,  as  Sun  Micro- 
systems Inc.'s  huge  success  attests.  The 
leader  of  the  technologically  demanding 
workstation  business  builds  no  compo- 
nents itself;  it  relies  on  outside  subcon- 
tractors to  build  the  guts  of  its  systems 
(box).  That  leaves  it  money  to  spend 
where  it  can  really  add  value:  the  Solaris 
operating  software  and  Sparc,  its  micro- 
processor design. 

Of  course,  IBM  and  Digital  can't  just 
turn  into  Dell  or  Sun  overnight — nor 


chip  factory,  so  it  licensed  Texas  Instru- 
ments, Fujitsu,  Cypress  Semiconductor, 
and  others  to  make  them  in  competition 
with  each  other.  Today,  Sun  could  afford 
to  make  its  own  chips,  but  it  still  doesn't. 
Why?  Because  the  $500  million  that 
would  require  buys  lots  of  engineering 
and  marketing.  Likewise,  Sun  avoids 
spending  millions  building  and  staffing 
factories  by  contracting  work  out  to 
manufacturers  such  as  Solectron  Corp. 
While  doubling  shipments  since  1990, 
Sun  has  cut  its  manufacturing  work 
force  by  10%,  to  just  2,000  people.  And  it 
has  Eastman  Kodak  Co.,  Bell  Atlantic 
Business  Systems  Services  Inc.,  and  oth- 
ers do  the  repairs  on  its  machines  in  the 
field. 

DIFFERENT  LEAGUE.  The  results  are  daz- 
zling. Sun's  12,800  employees  generate 
$280,000  each  in  annual  sales,  topping  all 
but  Silicon  Graphics  Inc.  in  the  worksta- 
tion market  and  putting  Sun  in  a  differ- 
ent league  from,  say,  IBM,  which  gets 
$188,000  per  employee.  Marvels  Gold- 
man, Sachs  &  Co.  analyst  John  C.  Levin- 


son:  "They  blow  everybody  away  on  al- 
most every  measure." 

Sun's  don't-do-it-yourself  approach  has 
drawbacks.  The  SuperSparc  microproces- 
sor it  developed  with  Texas  Instruments 
Inc.  was  a  year  late,  depressing  profits. 
But  later,  it  convened  a  task  force  of 
engineers,  purchasing  people,  and  others 
from  Sun  and  TI  to  speed  things  up  and 
get  the  new  MicroSparc  chip  ready 
months  ahead  of  schedule. 

Still,  it's  unclear  how  far  Sun  can  take 
its  lean-and-mean  model,  especially  as  it 
moves  into  more  complex  computers.  Re- 
cently, for  example,  Sun  brought  some 
circuit-board  assembly  in-house  because 
outside  contractors  couldn't  do  it  the 
way  Sun  needed.  Sure,  it  cost  more  to  do 
it  in-house.  But,  McNealy  says,  it  had  to 
be  done  to  get  a  new  model  out  faster. 
Even  in  a  deconstructed  computer  busi- 
ness, sometimes  another  rule  applies;  If 
you  want  something  done  right,  do  it 
yourself. 

By  Robert  D.  Hof  in  Mountain  View, 
Calif. 
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From  here  on  in,  every  lu 

have  to  rej 


The  BMW  525i:  $35,600.  The  Mercedes  300E:  $42,950.  The  Lexus  LS400:  $44,300.  The  Acura  Lessen. 
$28,000.'  Those  are  the  kinds  of  numbers  people  heHeve  they  have  to  pay  for  a  high-quaHty,  higl 
performance  luxury  sedan.  (And  of  course,  the  companies  that  make  these  cars,  not  being  dumb,  eii 


courage  this  belief  by  raising  those  prices  every  year.)  However,  the  time  has  otficially  come  to  take- 
long,  hard  look  at  the  relationship  between  a  car's  price  and  its  value.  What's  made  that  necessary  is 
starding  development  called  the  Chrysler  Concorde.  The  Chrysler  Concorde  is  a  new  luxury  sedan  wit 


See  limited  warranties  at  dealer.  Restrictions  apply.  3/36  excludes  normal  maintenance,  adjustments  and  wear  items.  '92  competitive  MSRP's. 


ry  sedan  in  the  world  will 
ify  its  price. 

3re  horsepower  than  a  BMW  525i,  more  torque  than  a  Nissan  300  ZX.  And  thanks  to  a  revolutionary 
w  automotive  architecture  called  "cab  forward,"  more  interior  room  than  any  Acuta,  Inliniti  or  Lexus, 
las  a  list  of  standard  features  that  reads  like  a  wish  list  (including  dual  air  bags).  And  when  it  comes  to 

how  it  drives,  Motor  Trend  describes  it  this 
way:  "lithe  and  agile,  the  balanced  handling 
of  a  sports  sedan,  a  ball  to  drive."  Which 
brings  us  to  the  bottom  line.  The  Chrysler 
Concorde,  fully  equipped,  costs  $23,432.* 
No,  that's  not  a  hallucination.  It  just  means 


that  one  carmaker  in  the  world  is  asking  a 
basic  question.  Why  should  driving  a  high- 
ality,  beautifully  performing  automobile  be  a  luxury  reserved  for  the  privileged  few,  when  it 
n  be  offered  to  the  privileged  many?  For  more  information,  call  1'800'4A-CHRYSLER. 

lD  VANTAGE:  CHRYSLER 

DIVISION       OF       THE       CHRYSLER  CORPORATION 


example  with  options.  Title,  taxes  and  destination  fee  extra.  Actual  prices  vary.  Buckle  Up  For  Safety. 


CLOSED  SYSTEM  m  the  '60s,  mm  and  oimer  giants  md  it  au^-chips,  drives,  printers,  and  software 


should  they.  Despite  the  battering  they 
have  sustained,  the  big  players  have 
enormous  skill  and  unmatched  assets, 
not  least  their  tight  relations  with  blue 
chip  customers  and  decades  of  experi- 
ence creating  comprehensive  infonna- 
tion  systems  for  specific  industries. 

Solving  complex  information-handling 
problems  for  coiporations  is  an  ob'.ious 
way  of  adding  value — and  replenishing 
profits — for  old-line  makers.  IBM.  for  in- 
stance, is  pursuing  a  variety  of  profes- 
sional senices.  including  writing  custom 
software,  outsourcing,  and  most  recent- 
ly, management  consulting. 

Before  they  can  reap  profits  in  new 
businesses,  however,  computer  makers 
need  to  trim  more  costs  in  the  old  ones. 
That  would  have  been  a  lot  easier  if  they 
had  started  sooner.  But  in  many  cases, 
management  assumed  the  slowdown  in 
hardware  profits  was  caused  by  the  re- 
cession, not  by  fundamenial  changes  in 
the  industn'.  "A  lot  of  people  in  our 
industry,  including  myself  early  on. 
didn't  see  that  clearly."  says  .James  A. 
Unruh.  CEO  of  Unisys  Corp. 
FINNISH  LINE.  One  company  that  caught 
on  early  was  Britain's  ICL.  Having  sur- 
vived a  brush  with  extinction  in  19S1.  ICL 
pared  product  lines  and  limited  its  mar- 
keting to  a  few  key  types  of  customers. 
More  important,  management  punctured 
old  assumptions.  For  example,  when  it 
bought  a  Finnish  PC  maker.  Xokia  Data 
Systems,  instead  of  remaking  the  com- 
pany in  the  ICL  image.  Bonfield  encour- 


aged his  managers  to  pick  up  some 
fresh  pointers  from  the  younger  organi- 
zation (page  98).  "If  you've  got  the  same 
structure  you've  got  now  in  two  years," 
he  says,  "you'll  be  out  of  business."' 

Digital  Equipment,  on  the  other  hand, 
has  only  just  grasped  the  need  for  a 
massive  overhaul.  Under  former  CEO  and 
founder  Kenneth  H.  Olsen.  the  company 
split  into  150  business  units — none  with 
bottom-line  accountability".  The  new  CEO. 
Robert  B.  Palmer,  has  moved  to  consoli- 
date those,  to  just  10  units,  each  of 
which  will  have  profit-and-loss  responsi- 
bility". "Clearly,  we  have  some  business 
units  that  can  be  more  independent," 
Palmer  says.  One  early  candidate:  the 
S77.5  million  disk-drive  business.  But  he 
has  no  plans  to  spin  out  subsidiaries  as 
IBM  and  some  other  big  players  have 
done,  he  says. 

Once  regarded  as  a  basket  case.  Uni- 
sys now  looks  like  a  winner  in  the  decon- 
struction  game.  Pressed  by  the  enor- 
mous debt  that  former  Chairman  W. 
Michael  Blumenthal  took  on  in  the  1986 
merger  of  Speny  and  Burroughs  that 
created  the  company,  Unisys  had  to 
come  to  grips  with  reality  early.  Unruh 
says  he  saw  that  "the  economic  model 
had  changed  and  the  cost  sti-uctures  of 
the  past  were  obsolete." 

The  resulting  makeover  has  put  Uni- 
sys well  ahead  of  IBM  and  othei-s  in 
many  respects.  Unisys  began  selling 
computei-s  that  were  designed  and  pro- 
duced by  other  companies.  It  has  pared 


its  work  force  by  54'^  since  1986.  in  p£ 
through  divestitures.  It  stopped  makii 
some  PCS,  began  phasing  out  two  enti 
lines  of  mainframes,  shut  several  fs 
tones,  and  narrowed  its  marketing 
focus  almost  entirely  to  four  Industrie 
government,  financial  senices,  teleco: 
munications.  and  airlines.  The  idea,  sa 
Uni-uh.  is  to  understand  those  industi-i 
extremely  well  and  help  customers  the 
install  complex  information  systen; 
which  may  not  be  100^^  Unisys-built. 
NO  SACRED  COWS.  Unruh  has  had  t 
company  back  in  the  black  for  four  qm 
ters.  after  three  years  of  losses,  and  h 
pared  debt  to  a  more  manageable  59'"f 
capital — down  from  65.1'^'''  at  the  pea 
But  it  took  measures  that  were  painf 
in  human  terms  (page  100).  And,  Unn 
says,  there  can  be  no  end  to  honing  opc 
ations.  "Our  phrase  is  "a  little  restn 
turing  even"  day.'  " 

Every  day  and  every  way.  As  decc 
sti-uction  ramps  up  at  IBM,  it's  cle 
there  can  be  no  artificial  boundaries — i 
sacred  cows.  That  means  the  mainfrar 
division  no  longer  can  squelch  projec 
just  because  they  might  compete  with  i 
machines.  Indeed,  with  the  future  of  ti 
ditional  mainframe  technology  dimmin 
IBM  has  several  projects  under  way 
create  chip-based  alternatives.  Adsti 
for  instance,  is  teaming  up  with  a  sm; 
Silicon  Valley  company  to  produce 
"file  sener"  that  could  replace  a  mai 
frame  as  the  hub  in  data  networks.  "V 
want  to  jump  in  and  use  the  new  tec 
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rhe  challencje; 

FO  KEEP  POLLUTANTS  FROM 
FOULING  UP  THE  ATMOSPHERE 
IVND  POLLUTION  CONTROLS  SOM 
FOULING  UP  PERFORMANCE. 


Raytheon's  United  Engineers  & 
Constructors  (UE&C)  has  the  know-how 
:o  help  companies  cost  effectively  plan 
ihead  for  clean  air  compliance. 

he  world's  industries  are  hard  at  work  cleaning  up.  But 
ney'll  have  to  work  harder.  Because  all  over  the  world  clean 
lir  regulations  will  only  get  stricter. 

Raytheon's  UE&C  is  ready  for  any  clean  air  challenge 
he  future  may  hold.  In  all  areas  of  manufacturing  -  steel, 
;hemicals,  pharmaceuticals,  food  processing,  petroleum 
efineries  and  power  generation  -  UE&C  projects,  large  or 
imall,  are  marked  by  cost  effective,  innovative  engineering 
ind  construction. 

■or  example,  we're  helping  such  clients  as  the  operating 
;ompanies  of  Allegheny  Power  System  and  the  Tennessee 
'alley  Authority  install  emission  control  "scrubbers." 


Our  goal:  minimum  downtime  for  operations. 

We're  always  looking  over  the  horizon.  Because  what  passes 
for  clean  air  today,  won't  tomorrow.  All  over  the  world,  the 
rules  will  only  get  stricter.  And  those  who  don't  plan  ahead, 
can  only  fall  behind. 

Send  us  more  challenges. 

The  same  "can-do"  spirit  that  makes  Raytheon  a  leader  in 
energy  and  environmental  services  is  also  the  driving  force 
behind  our  proven  performance  in  defense,  electronics, 
aviation  and  appliances. 
We  thrive  on  challenges.  Send  us  more. 


Raytheon 


WE  THRIVE  ON  CHALLENGES 


ket  quicker,  and  pooling  teclinologies 
and  skills.  So  IBM  is  working  with  Apple 
and  Motorola  Co.  on  a  new  generation  of 
chips  and  software.  Meanwhile,  Apple 
works  with  Japan's  Sharp  Electronics 
Corp.  on  handheld  computers,  and  IBM 
teams  up  with  Toshiba  Corp.  on  screens 
and  memory. 

FASTER,  FASTER.  Such  globe-spanning  al- 
liances may  be  the  only  way  for  some 
computer  makers  to  stay  in  the  game. 
Take  Groupe  Bull.  It  sells  NEC  Corp. 
mainframes,  IBM  workstations,  and  per- 


nologies,"  says  Kuehler.  "I'm  not  trying 
to  protect  our  old  ways." 

One  new  way  IBM  is  catching  on  is 
partnering.  A  major  fact  of  life  in  the 
deconstructed  computer  industry  is  that 
more  products  are  of  aml)iguous  parent- 
age— a  blend  of  hardware  and  software 
from  many  sources.  Indeed,  even  as  it 
fragments,  the  industry  is  developing  a 
thick  web  of  strategic  alliances,  joint 
ventures,  technology-licensing  deals,  and 
consortiums  aimed  at  divvying  up  devel- 
opment costs,  getting  products  to  mar- 


sonal  computers  from  Zenith  Data  Sy; 
tems,  which  it  acquired  in  1990.  Bull  h;i 
.sold  4.17'  of  its  equity  to  NEC  and  5.7%  i 
IBM  and  is  developing  new  compute' 
that  IBM  will  sell.  too.  Also,  it  has  joins 
Olivetti  and  Siemens  Nixdorf  in  Trail 
European  Information  Systems,  a  ve; 
ture  that  is  bidding  on  pan-Europes 
projects. 

"Do  I  worry  about  being  hollow( 
out?"  asks  Michel  Bloch,  president 
Bull  Systems  Products,  the  company 
main  product-development  group.  "Ye 


ICL  IS  STILL  STANDING— AND  STILL  REFOCUSING 


P 


eter  Bonfield  is 
one  of  a  rare 
jreed.  His 


Mo- 


peers  at  Siemens, 
Groupe  Bull,  Ing  C. 
Olivetti,  and  Nixdorf 
Computer  lost  their 
jobs  amid  three  years 
of  savage  industry  re- 
structuring. Yet  after 
eight  years  on  the  job, 
the  chairman  of  Brit- 
ain's International 
Computers  Ltd.  PLC 
seems  more  secure 
than  ever.  Rarer  still, 
ICL  is  one  of  the  few 
mainframe  makers 
outside  Japan  to  re- 
main consistently 
profitable  in  the  past 
decade.  "I  feel  like  the  last  of  the 
hicans,"  Bonfield  says. 

What's  his  secret?  Bad  luck,  of 
sorts.  Facing  bankruptcy  in  1981,  ICL 
had  to  turn  to  Japan's  Fujitsu  Ltd.  for 
some  mainframe  processors.  That  led 
to  selling  an  80%  stake  to  the  Japanese 
powerhouse  in  1990.  But  the  crisis 
helped  Bonfield  refocus  ICL's  business 
substantially.  Long  before  rivals  felt 
the  need  for  such  moves,  he  had  killed 
a  whole  line  of  mainframes,  closed  five 
factories,  slashed  employment  by  32'/ , 
and  revamped  ICL's  strategy. 
TURNABOUT.  The  payoff:  This  year, 
more  than  50%  of  ICL's  $4  billion  in 
sales  will  come  from  software  and  ser- 
vices, up  from  30%  in  1987.  IBM  reached 
only  36%  in  1991.  ICL  also  has  targeted 
just  a  few  industries — retailing,  gov- 
ernment, and  financial  services — has 
specialized  in  "open"  networks  using 
standardized  software,  and  has  built  a 
successful  desktop  business.  Says  ana- 
lyst Amit  Chaudhuri  at  market  re- 
searcher International  Data  Corp.: 
"Management  has  turned  the  company 
on  its  head." 


Still,  Bonfield  expects  the  current 
shift  to  desktop  computers  to  push 
gross  margins  down  as  much  as  10 
points  by  1995.  To  stay  ahead,  he 
has  been  seeking  "catalysts  for 
change."  In  the  past  18  months,  ICL 
has  bought  PC  maker  Nokia  Data 
Communications  Corp.,  a  PC  distrib- 
utor, a  facilities-management  firm, 
and  stakes  worth  $60  million  in  12  soft- 
ware developers.  It's  also  in  a  joint 
venture  with  Bell  Atlantic  Corp.'s  Sor- 
bus  unit,  which  fixes  computers. 

Last  year's  $355  million  purchase  of 
Nokia  not  only  boosted  European  mar- 
ket share  but  it  also  delivered  shock 
treatment  to  ICL's  struggling  PC  arm. 
"We  bent  over  backwards  to  make 
sure  Nokia  changed  ICL,  not  the  other 
way  around,"  says  PC  Div.  Director  Da- 
vid A.  Mills.  With  control  over  PCs 
moved  to  Nokia,  ICL  engineers  were 
pressured  to  shave  expenses  and  speed 
up  development.  Within  three  months, 
the  team  combined  their  two  PC  lines 
into  one.  This  year,  ICL  says,  shipments 
should  grow  477^,  with  sales  reaching 
about  $620  million.  If  so,  ICL  will  rank 


BIG  SHIFT 

BONFIELD  HAS 
BOOSTED 
SOFTWARE 
AND  SERVICE 


as  Europe's  No.  5  pro 
ducer,  according  t( 
market  researche 
Dataquest,  up  fron 
No.  9  last  year. 

Likewise,  Bell  At 
lantic's  Sorbus  ii 
teaching  iCL's  servici 
group  how  to  win  con 
tracts  on  IBM  and  Dig 
itai  machines.  Say; 
Bonfield:  "By  inte 
grating  ourselves  int( 
these  other  compa 
nies,  we're  changing 
old  mind-sets." 
ATM  SALES.  No  doub 
the  biggest  influenc 
will  come  from  Fu 
jitsu.  The  Japanese 
company  bought  con 
trol  of  ICL  from  ST^ 
PLC  when  the  Britisl 
phone-equipment  mak 
er  decided  it  could  n^ 
longer  afford  to  sup 
port  ICL.  While  Ft 
jitsu  manages  ICL  a 
arm's  length,  the  corr 
panies  work  mor 
closely  than  ever.  Fujitsu  sells  ICL  PC 
and  workstations  in  Asia  while  IC: 
pushes  Fujitsu  automatic-teller  ma 
chines  in  the  U.  S.  and  supercomputer 
in  Europe.  ICL  also  is  developing  th^ 
optical-communications  channels  fo 
Fujitsu's  next  generation  of  main 
frames. 

Eventually,  subcontractors  will  prot 
ably  handle  manufacturing  and  evei 
some  engineering  for  ICL,  says  Jule 
Goddard,  a  visiting  professor  at  Lor 
don  Business  School  and  a  consultan 
to  ICL.  That  would  leave  ICL  to  focus  o: 
managing  big  software  projects.  Say 
Goddard:  "In  5  to  10  years,  ICL  will  b 
a  much  simpler,  focused  business. 
And  it  won't  be  the  only  one. 

Bi/  Jonathan  B.  Levinc  in  Londo: 
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Fairfax  County  offers 
easy  access  to  the  Capital. 


If  you're  going  to  compete  in  tiie 
21st  century,  you're  going  to  compete 
globally.  Which  means  you'll  need 
nstant  access  to  global  markets, 
^ich  means  you'll  need  to  locate  in 
E^airfax  County. 

Fairfax  County  is  witliin  minutes 
jf  Washington,  D.C.  And  within 
lours  of  every  major  city  in  tlie  world. 

Washington  Dulles  International 
Virport  and  Washington  National 
\irport  olfer  more  than  200  flights 


each  week  to  27  international  desti- 
nations. Including  nonstops  to 
Tokyo,  London,  Paiis,  Rome,  Bmssels, 
Zmch  and  Moscow.  Plus  nonstop 
and  direct  service  to  105  domestic 
destinaUons. 

AH  of  which  puts  80%  of  the 
world's  population  witliin  a  day's  ride 
of  your  Fairfax  County  office. 
You  couldn't  be  in  a  more  competi- 
tive position. 

And  the  time  to  get  going  is  now. 


For  more  information,  send  in  the 
coupon.  To  move  into  the  21st 
century,  move  into  Fairfax  County. 

^Please  send  me  more  inlhnnntiun  on  localinfi  my 
business  in  Fairfaa'  County. 

Name  

Title   


Company  . 

.  Iddress  

City  

yip  


State_ 


Phone_ 


h'mifai  County  Eccmomic  Dn'elopnienl  Authority 

S)00  Boone  Bouleiwd,  Suite  450,  I  imna,  I  irgirua  22182 

Telephone  70}  790-0600.  Far  70}-H9}-1269  bw  8 


Fairfax  County,  Wgima.The  21st  Century  Is  Here. 


WHEN  BENEFITS— 
AND  JOBS— ARE  DECONSTRUCTED 


A few  years  ayo, 
when  Walter  Bucior 
needed  cancer  treat- 
ment, Unisys  Corp.  stood  by 
him.  As  an  assembly-line 
worker  in  the  company's 
Flemington  (N.J.)  personal- 
computer  plant,  his  benefit 
plan  paid  nearly  all  his  medi- 
cal bills.  It  also  paid  when  his  wife, 
Linda,  needed  back  surgery,  and  her 
bills  alone  topped  $100,000.  No  wonder 
Bucior  says  he  never  balked  at  going 
the  extra  mile  for  Unisys. 

Now,  Bucior,  40,  is  a  victim  of  Uni- 
sys' struggle  to  slash  costs.  The  com- 
pany abruptly  decided  last  December 
that  it  couldn't  keep  up  as  a  manufac- 
turer in  the  cutthroat  PC  market.  So  it 
closed  down  Flemington  in  May,  leav- 
ing almost  700  workers  out  of  a  job. 
STRUGGLE.  Bucior  is  one  of  about  400 
still  jobless.  Federal  grants  are  paying 
his  tuition  for  refrigeration-repair 
school,  but  he  fears  matching  his 
$25,000  salary  will  be  tough.  His  sever- 
ance— a.  week's  pay  for  each  year  of 
work — is  long  gone,  and  though  his 
$308  weekly  unemployment  check 
helps  pay  the  mortgage,  he  can't  af- 
ford $600  a  month  for  health  insurance. 

It's  true  that  Unisys  is  winning 
praise  from  investors  for  its  financial 
recovery — four  profitable  quarters  af- 
ter seven  losing  ones — but  the  pain  is 


BITTER 

REGAN  IN 
FRONT  OF  THE 


(N.  J.)  PLANT 


Iteiiig  borne  by  thousands. 
Since  early  1991,  Unisys  has 
closed  7  of  15  factories  and 
trimmed  nearly  25,000  jobs. 

For  the  jobless,  the  knowl- 
edge that  Unisys  is  i)art  of 
an  industrywide  struggle  to 
deconstruct  costly  old  organi- 
zations offers  cold  comfort. 
So  far,  new  jobs  have  eluded  most  of 
the  Flemington  workers.  Because  they 
were  highly  trained  and  highly  paid, 
many  may  end  up  working  for  far  less, 
if  they  find  work  at  all. 

To  be  sure,  Unisys  did  make  some 
extra  efforts.  It  helped  workers  qualify 
for  federal  trade-adjustment  assis- 
tance, designed  for  industries  that  can 
show  they  were  hurt  by  imports.  The 
program  pays  for  up  to  two  years  of 
training  and  supplements  jobless  bene- 
fits. But  many  of  the  workers  are  bit- 
ter that  Unisys  didn't  find  another 
manufacturer  for  the  site,  though  the 
company  says  it  tried.  "It's  a  market- 
able plant  and  a  marketable  work 
force,"  says  IVIary  Frances  Regan,  an 
ex-Flemington  worker  who  is  leading 
efforts  to  find  new  employers. 

So  far,  manufacturers  have  found 
the  205,000-square-foot  site  too  big.  Re- 
gan's group  has  hired  a  consulting- 
firm  to  lure  employers.  Says  Regan:  "I 
call  it  a  human  recycling  project." 

By  Joseph  Weber  in  Philadelpliia 


it's  a  permanent  concern.  But  everytlj 
in  life  is  a  trade-off.  We  had  to  thin|i 
terms  of  cost  and  time  to  market." 

Indeed,  next  to  cost,  the  biggest  ril 
vation  for  deconstruction  is  speed, 
vertically  integrated  companies  oe 
have  trouble  keeping  up  with  the  p!( 
uct  cycles  being  set  by  tightly  foci; 
component  makers.  In  PCs,  product' 
cles  have  telescoped  from  two  or  tlv 
years  in  the  late  1980s  to  as  little  as: 
months  now.  Miss  a  beat — as  CorHj 
did  in  1990  when  other  PC  makers  v- 
Intel's  i486  first — and  profits  vanish; 
DRACONIAN.  Compaq  rebounded  \: 
year  by  slashing  prices  and  overh|( 
which  has  put  its  stock  back  on  \ 
Street's  buy  lists — for  the  moment,  ii 
the  outlook  for  computer  stocks  remr 
murky.  Some  analysts  say  it's  no  Iok 
possible  to  forecast  the  long-term  pri 
ability  of  computer  companies.  Over!^ 
past  several  years,  investors  have  Is 
trampled  after  rosy  turnaround  pr 
failed,  to  be  followed  by  more  dracoa 
cuts.  Who's  to  say  that  more  unplea:r 
surprises  aren't  in  store?  "I  don't  dec 
any  management  team  that  has  a  M 
good  plan  that  is  several  years  forwh 
looking,"  says  Barry  Bosak  of  Silt 
Barney,  Harris  Upham  &  Co.  ' 

Steven  M.  Milunovich,  computer  }! 
lyst  at  Morgan  Stanley  &  Co.,  sayi'h 
has  begun  looking  at  companies  t( 
gether  differently:  Forget  technoj' 
and  focus  on  marketing  clout.  He  It 
Sun,  because  its  identity  as  workstto 
leader  is  planted  so  firmly  in  the  md 
of  computer  buyers  that  it  doesn't  a 
ter  if  Sun's  technology  isn't  alv'y 
ahead.  Still,  Milunovich  warns,  "rtl 
ing's  safe  as  a  predictor  for  the  h, 
term.  You  constantly  have  to,  more  a 
in  other  industries,  reassess  the  s« 
tion.  The  pieces  are  constantly  movij. 

And  what  does  the  industry's  i'lj 
mentation  mean  for  overall  U.  S.  con|el 
itiveness  in  computers?  Judging  Ibr 
the  PC  industry,  the  U.  S.  can  fie 
lineup  of  aggressive  specialty  firms  :ia 
is  unmatched  anywhere.  Unlockingh 
resources  that  have  been  hidden  ird 
the  vertically  integrated  monoliths  iai 
only  make  those  companies  bette.a 
what  they  do.  Competition  will  ]|ai 
them  to  innovate  at  a  ferocious  ipf 
New  products  may  surface  that  rr;h 
not  have  in  earlier  times. 

That's  the  gleam  of  a  bright  fuw 
that  computer  makers  can  focus  on.iu 
in  the  here-and-now,  there  is  still  a  liri 
ful  transformation  to  struggle  thro^b 
A  massive  industry  in  the  midst  o:jJe 
constructing  itself  is  not  a  pretty  sht 

Bii  Jolni  \V.  Veiit//,  irith  bureau  reft- 

 '■  :  — f- 


For  information  on  reprints  of  this  Special  Repoi 
Business  Week  Reprints  at  609  426-5494,  or  write  B^e 
Week  Reprints,  P.O.  Box  457,  Higlitstown,  N.J.  OB.j)- 
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Banyan  now  offers 
two  ways  to  get  enterprise 
wide  networking. 


Traditional. 

For  years,  the  world  s  largest  enterprise 
networks  have  run  on  Banyan  VINES." 
Banyan  is  the  leader  in  enterprise-wide 
PC  networking. 

Others  try,  but  none  can  equal  our 
ability  to  integrate  PCs,  minicomputers 
and  mainframes. 

This  is  because  VINES  was  built  for 
the  enterprise- not  the  workgroup.  Our 
enterprise  network  services  are  unified 
for  a  single  system  view,  creating  a 
network  that  is  infinitely  easier  to  use 
and  manage. 

In  fact,  independent  research  shows 
VINES  is  also  the  most  cost-effective 
network. 

Indeed,  no  matter  how  large  your 
VINES  network  becomes,  expense  will 
always  be  held  to  the  barest  minimum. 

This  effortless  expansion  is  made  pos- 
sible in  part  by  StreetTalk,"  the  industry's 
best  global  directory,  plus  enterprise- 
wide  services  such  as  administration, 
security  and  messaging,  which  speeds 
and  streamlines  network  tasks,  making 
network  managers  far  more  productive. 

Field-proven  and  perfected  over  nine 
years,  VINES  is  a  critical  component 
of  some  of  the  world  s  largest  computer 
networks.  And  is  used  by  nearly  two 
million  eminently  satisfied  people. 

For  more  information  on  Banyan 
VINES,  call  1-800-828-2404. 


VINES 


Outrageous. 

Are  we  really  suggesting  loyal  NetWare" 
customers  turn  to  Banyan  to  fulfill  their 
dreams  of  enterprise-wide  networking? 

Absolutely! 

Introducing  ENS.  You  can  have  enter- 
prise network  capability  for  your  2.X,  3.X, 
and  4.x  workgroups  without  disrupting 
your  current  environment  or  budget. 

ENS  from  Banyan  is  not  a  network  oper- 
ating system.  Its  a  powerful  family  of 
unified  software  products  that  will  give 
users  and  managers  immediate  advantages: 

1 .  StreetTalk.  The  best  global  naming 
and  directory  system  available  anywhere 
-the  key  to  greatly  simplified  manage- 
ment and  ease  of  use.  2.  The  ability  to 
add  users,  access  profiles,  and  security 
data  all  at  once,  across  the  entire  network. 
3.  Single  system  integration  of  all  NetWare 
users,  regardless  of  network  revision -no 
upgrades  are  necessary. 

Outrageous,  yes,  but  what  potential! 
Products  that  will  turn  your  NetWare 
workgroups  into  a  true  enterprise-wide 
network.  A  whole  new  class  of  network 
capability  to  increase  your  IS  utilization, 
reduce  costs  and  increase  productivity. 
Don't  commit  to  any  upgrades  until 
you  have  assessed  ENS,  the  ultimate 
NetWare  enhancement. 

For  more  information  on  Banyan  ENS, 
call  1-800-828-2404. 


KlIIlM 

BANYAN* 


conomics 


POLICY  I 


THE  ACTIVISTS  ITCHING  TO 

PUT  THEIR  STAMP  ON  THE  ECONOMY  

Economists  of  many  stripes  may  play  a  role  in  a  Clinton  Administration  bent  on  re\i\ing  growth 


Will  economists  matter  again? 
It's  been  30  years  since  the 
profession  sent  its  "best  and 
brightest"  to  serve  on  President  Kenne- 
dy's Council  of  Economic  Advisers  in 
Washington.  For  a  few  years,  the  macro- 
economic  magic  seemed  to  work,  and 
economists  began  to  believe  they  might 
tame  the  business  cycle  forever.  Then 
came  the  Great  Society.  Vietnam,  guns 
and  butter,  OPEC,  inflation,  and  stagfla- 
tion. By  the  time  Ronald  Reagan  took 
office  in  1981.  economists  and  economic 
activism  were  thoroughly  discredited. 
Less  government  and  lower  taxes  be- 
came key  objectives,  and  few  econo- 
mists— save  supply-side  cheerleaders — 
were  needed  to  spearhead  the  laissez- 
faire  cause. 

With  the  election  of  Democrat  Bill 
Clinton  to  the  Presidency,  economic  ac- 
tivism promises  to  take  hold  in  Washing- 
ton again.  A  battle  for  Clinton's  heart 
and  mind  has  already  begun,  with  brief- 
ing books  being  readied  for  the  Presi- 
dent-elect (page  104).  Clinton  will  soon 
host  a  conference  of  business  leaders, 
economists,  and  others  to  produce  a  "na- 
tional audit"  of  the  economy. 
SIEW  OF  ILLS.  The  activ- 
ism that  evolves  in  Wash- 
ington promises  to  be  of  a 
new  kind.  Two  decades  of 
costly  and  poorly  con- 
ceived government  spend- 
ing left  the  economy  with 
a  huge  budget  deficit  and 
an  unsolved  slew  of  social 
ills.  Jobs  and  incomes, 
meanwhile,  have  been 
squeezed.  Confronted 
with  these  conditions, 
most  economists  have  be- 
come both  more  humble 
and  more  flexible.  Those 
hankering  to  get  to  Wash- 
ington may  be  schooled  in  techniques  of 
stimulating  demand,  but  now  they  are 
focusing  on  investment,  research,  and 
training  to  buoy  the  supply  side  of  the 
economy. 

Call  it  supply-side  activism — though  it 
is  as  different  from  Reagan's  supply- 
side  philosophy,  which  advocated  cutting 
marginal  tax  rates,  then  leaving  the 


economy  alone,  as  night  is  from  day. 
Today's  activists  have  seen  incomes  po- 
larize and  the  budget  deficit  widen. 
Their  vision  is  to  focus  on  how  best  to 
help  people  and  businesses  grow  again. 

The  ascendancy  of  major  competitors, 
from  Germany  to  Japan  and  beyond, 
forced  economists  of  all  political  stripes 
to  examine  how  and  why  some  countries 
and  industries  advance  while  others  re 
treat.  Today,  many  economists,  even 
some  conservatives,  concede  that  there 


SEVEN  THINKERS 
WHOSE  IDEAS  WILL 
MAKE  A  DIFFERENCE 

The  work  of  these  economists,  all 
rumored  to  be  in  line  for  high-lev- 
el jobs  in  the  Clinton  Administra- 
tion, has  made  them  advocates  of 
government  acti\ism  to  achieve 
stronger  growth 


ROBERT  ML  SOLOW 


MIT 


Solow,  68,  received  a  Nobel  prize  in 
1987  for  groundbreaking  reseorch  on 
growth  theory.  Last  spring,  he  led  1 00 
economists  in  calling  for  fiscal  stimulus 


is  a  critical  role  for  government  to  pla\ 
in  fostering  growth,  though  they  stil 
disagree  on  tactics.  Even  if  only  a  few 
academics  make  it  to  Washington  as  ad- 
visers, their  work  could  provide  the  intel 
lectual  underpinnings  for  a  1990s  branc 


LAURA  D.  TYSON 


University  of  Cqiifomifl-Berkeley 

Tyson,  45,  is  author  of  Who's  Bashing 
Whom:  Trade  Conflict  in  High-Tech. 
She  supports  some  forms  of  trade 
intervention  and  industrial  policy 


kUM  S.  BUNDER 


Princeton 


Blinder,  47,  has  focused  on  such  issues 
as  productivity  and  business  cycles. 
While  he  opposed  fiscal  stimulus  a  year 
ago,  he  recently 
joined  economists 
urging  more  public 
and  private  invest- 
ment as  an  anti- 


recession strategy. 
He  has  been  a  Bw 
columnist  for  seven 
years 


102  BUSINESS  WEEK,  NOVEWBER  23  1992 


ECONOV 


F  activism — one  that  aims  to  be  fiscally 
;sponsible  as  well  as  socially  effective. 
"  'Hard  heads  and  soft  hearts'  is  a 
ood  phrase  for  what's  needed,"  says 
awrence  H.  Summers,  chief  economist 
f  the  World  Bank.  Summers,  one  of 
umerous  economists  rumored  to  be  in 
16  running  for  a  seat  on  the  Clinton 
EA,  echoes  Princeton  University  econo- 
list  Alan  S.  Blinder,  also  a  i'EA  pros- 
3ct.  Blinder,  a  BUSINESS  WEEK  colum- 
!st,  [)enned  Hard  Heads.  Soft  Hearts, 
ibtitled  Tough-Minded  Economics  for 
Just  Society,  before  the  1988  Presiden- 
al  election.  Another  CE.a  candidate,  Ru- 
ger  W.  Dornbusch  of  Massachusetts 
istitute  of  Technology,  urges  Clinton  to 
3  aggressive  about  cutting  the  deficit 
:en  as  he  proposes  new  programs. 
CTRA  LIFT.  The  CEA  may  end  up  being 
)-equal  or  even  subordinate  to  an  Eco- 
)mic  Security  Council.  If  such  a  body  is 
irmed  within  the  White  House,  it  will 
cely  be  headed  by  a  member  of  Clin- 
m's  inner  circle — possibly  Professor 
obert  B.  Reich  of  Harvard  University's 
)hn  F.  Kennedy  School  of  Government. 


LAWRENCE  F.  KATZ 


kirvard 


Katz,  33,  is  a  la- 
bor economist  wlio 
has  done  extensive 
analysis  of  chang- 
ing wage  patterns, 
rising  income  in- 
equality, and  the 
persistence  of  pov- 
erty. He  has  also 
o  outhored  studies  examining  the  effect 
)n  U.S.  workers  in  the  1980s  of  rising 
Timigration  and  expanding  trade 


LAWRENCE  H.  SUNIMERS 


Vorid  Bank 


ummers,  38,  wants  tax  policy  to  spur 
ivestment  and  opposes  a  zero-inflation 
sd  policy.  He  was  on  the  staff  of  Rea- 
on's  CEA  and  a  Dukakis  adviser  in  1 988 


Both  Reich  and  fellow  Clinton  adviser 
and  business  consultant  Ira  Magaziner 
advocate  an  aggressive  competitiveness 
strategy.  Recent  research  is  giving  their 
views  on  infrastructure,  technology  poli- 
cy, and  training  an  extra  lift. 

The  first  item  on  any  Clinton  agenda 
will  be  to  ensure  that  the  recovery  picks 
up  steam.  By  now,  virtually  all  main- 
stream economists  have  fallen  into  step 
with  calls  for  economic  stimulus  along 
the  lines  of  the  $20  billion  or  so  in  infra- 
structure spending  of  the  Clinton  plan. 
MIT  economist  and  Nobel  laureate  Rob- 
ert M.  Solow,  a  onetime  staffer  on  Ken- 
nedy's CEA,  has  favored  even  more  ag- 
gressive stimulus.  He,  too,  is  said  to  be 
under  consideration  for  the  CKA. 


PAUL  KRUGMAN 


MIT 


Krugman,  39,  a  trade  theorist,  charted 
America's  decline  in  The  Age  of  Di- 
minished Expectations  and  recently 
warned  about  rising  income  inequality 


mm 


MIT 


Dornbusch,  50,  is  a  German-born 
international  trade  and  finance  expert 
and  the  author  of  numerous  texts.  He 
has  urged  pressure 
on  trading  partners 
such  as  Japan  to 


open  up  access  to 
foreign  goods.  He 
wants  the  Clinton 
Administration  to 
move  quickly  to 
phase  in  a  deficit- 
cutting  program  in 
order  to  reduce  long- 
term  interest  rates 


•COMICS 


Infrastructure  spending — a  version  of 
old-fashioned  public  works — would  take 
government  beyond  the  fara-iliar  de- 
mand-management of  the  1960s.  Ironi- 
cally, it's  a  conservative  economist  who 
has  provided  much  of  the  recent  ammu- 
nition in  support  of  such  spending.  Da- 
vid Aschauer,  who  studied  at  the  Univer- 
sity of  Rochester  and  now  teaches  at 
Bates  College  in  Lewiston,  Me.,  set  out 
to  learn  whether  infrastructure  spending 
was  different  from  other  forms  of  gov- 
ernment spending.  His  research  led  him 
to  conclude  that  the  drop-off  in  public 
spending  on  roads  and  bridges  in  the 
U.  S.  over  the  past  two  decades  had  a 
large  and  measurable  impact  on  the  rate 
of  private  investment,  productivity,  and 
overall  growth. 

SOCIAL  RETURNS.  Aschauer's  work  is  but 
one  example  of  research  in  what  econo- 
mists call  externalities.  An  externality  is 
something  outside  the  ability  of  an  indi- 
vidual consumer  or  business  to  control, 
but  which  nonetheless  has  a  significant 
impact.  A  positive  externality,  for  in- 
stance, might  be  a  scientific  discovery 
that  quickly  enters  the  public  realm  and 
can  be  used  by  hundreds  of  manufactur- 
ers, not  solely  by  its  inventor.  A  nega- 
tive externality  could  be  a  poor,  declin- 
ing school  system,  whose  graduates  tend 
to  narrow  the  pool  of  skilled  workers 
available  for  hire  by  local  employers. 

The  World  Bank's  Summers,  for  in- 
stance, suggests  that  there  may  be  sig- 
nificant externalities  or  social  returns 
from  rapid  capital  accumulation.  If  so, 
the  case  for  encouraging  capital  invest- 
ment through  an  investment  tax  credit 
or  some  other  device  is  very  strong. 
Here,  the  objective  is  to  focus  on  the 
supply  of  capital  in  the  economy.  Sum- 
mers has  shown  that  a  rise  of  one  per- 
centage point  in  the  machinery-invest- 
ment share  of  output  is  associated  with 
an  increase  of  0.26  percentage  point  per 
year  in  the  rate  of  economic  growth. 

MIT  economist  Paul  R.  Krugman — still 
another  CEA  prospect — has  examined  the 
imperfect  competition  and  externalities 
that  mark  global  trading  relationships. 
Although  Krugman  doesn't  endorse  pro- 
tectionism, his  findings  have  pointed  the 
way  for  advocates  of  "managed  trade," 
who  favor  government  intervention  to 
secure  market  shares. 

Laura  Tyson,  international 
economist  at  the  University  of 
California  at  Berkeley,  be- 
lieves that  bilateral  arm-twist- 
ing may  at  times  be  necessary 
with  such  trade  adversaries 
as  Japan.  But  she  adds  that 
trade  policy  is  "not  an  ade- 
([uate  substitute"  for  a  do- 
mestic technology  policy  to 
develop  and  promote  leading 
technologies  in  America.  Ty- 
son  helped   Reich   to  draft 
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A  LIBERAL  REWORKING 
OF  LIBERAL  IDEAS 


Inflation  may  be  down  in  the  econo- 
my, but  it's  still  high  in  the  policy- 
advice  business.  In  1980,  the  conser- 
vative Heritage  Foundation  published 
Mandate  for  Leadership,  a  1.000-page 
road  map  for  Reagan's  transition  to 
power.  In  1988.  its  Mandate  for  Lead- 
ership III  for  the  Bush  transition  team 
weighed  in  at  953  pages.  Now  the  con- 
servatives are  silent.  But  the  liberals 
have  more  than  taken  up  the  slack. 

The  Citizens  Transition  Project, 
headed  by  Mark  Green,  New  York 
Cit\''s  Commissioner  of  Consumer  Af- 
fairs, has  sent  President-elect  Clinton  a 
1.200-page  tome  by  80  authors.  Chang- 
ing America:  Blueprints  for  a  New 
Democracy  is  a  liberal  how-to 
manual  with  "hundreds  of  re- 
forms— large  and  small,  short- 
term  and  long-term,  legislative 
and  administrative — for  a  bet- 
ter America." 

RETREADS.  There's  lots  more. 
New  York  Governor  Mario  M. 
Cuomo  offers  his  economic  ad- 
\ice  in  America's  Agenda:  Re- 
buildiyig  Economic  Strength. 
The  Brookings  Institution  has 
its  reasoned,  pragmatic  Setting 
Domestic  Priorities:  What 
Can  Government  Do?  The  Pro- 
gressive Policy  Institute,  close- 
ly linked  with  the  moderate 
Democratic  Leadership  Council 
and  Clinton's  campaign,  has  its 
own  transition  guide. 

Many  of  the  unsolicited  ideas  in 
these  reports  don't  rate  Bill  Clinton's 
attention.  Some  of  the  papers  in  the 
Citizens  Transition  Project  tome,  for 
example,  are  rhetoric-heaw  and  analy- 
sis-light. Green  himself  relies  too  much 
on  such  phrases  as  "laissez  isn't  al- 
ways fair"  to  demonstrate  competi- 
tion's limited  benefits.  Others  are  sim- 
ply retreads  of  old  proposals,  such  as 
Ralph  Nader's  call  for  a  federal  Con- 
sumer Advocacy  Office.  The  Cuomo  re- 
port ducks  when  it  comes  to  curbing 
the  federal  deficit.  Most  of  the  pro- 
posed tax  hikes  and  spending  cuts  in 
the  report  await  the  "  "recommenda- 
tions" of  a  yet-to-be-formed  National 
Budget  Commission. 

Despite  their  disagreement,  these  pa- 
pers hold  some  powerful  ideas  in  com- 
mon and  reveal  how  the  liberal  agenda 
has  changed.  For  one,  while  liberals 
srill  fret  about  income  inequality,  their 


main  focus  is  getting  the  economy 
growing.  And  they  now  assume  that 
while  the  government  can  drive  social 
change,  it  cannot  solve  all  social  ills. 

The  key  to  economic  growth,  say  the 
liberals,  is  investment  spending,  public 
and  private.  As  the  Cuomo  study  puts 
it:  Our  "investment  shortfall  extends 
from  factories  and  equipment  to  public 
infrastructure,  from  work  force  train- 
ing to  research  and  development  for 
new  products,  from  bridge  mainte- 
nance to  innovative  technologies." 

To  raise  public  and  private  invest- 
ment calls  for  an  acti\ist  government, 
say  the  liberals.  The  1980s  showed  that 
simply  cutting  tax  rates  and 


rehing  on  the  free  market  to  do  the 
rest  just  won't  work  in  today's  global 
economy.  By  and  large,  the  liberals 
want  Washington  to  encourage  pri- 
vate-sector investment  by  passing  an 
investment  tax  credit  and  cutting  capi- 
tal-gains taxes,  but  only  for  long-term 
investments.  They  also  want  to  shift 
defense  research  and  development 
spending  to  ci\ilian  purposes  and  cre- 
ate a  universal  health-care  system. 

Meanwhile,  the  liberals  have  aban- 
doned their  reliance  on  government  to 
solve  social  problems.  They  now  em- 
phasize individual  responsibilitj"  The 
government  should  help  out  the  home- 
less and  reform  the  welfare  system, 
but  policy  should  put  more  weight  on 
self-help  and  rewarding  work. 

Liberals  are  still  acti\ists.  But  their 
old  cr\-  for  government  to  solve  any 
problem  is  hardly  a  whisper  today. 
By  Christopher  Farrell  in  Netv  York 


documents  for  the  Clinton  campaig 

Technology-  policy  is  a  tent  und 
which  growing  numbers  of  academi 
and  businesspeople  are  gathering,  and 
too,  addresses  the  supply  side  of  tl 
economy — the  supply  of  ideas.  Todav 
growth  theorists  argue  that  the  bigge 
source  of  growth  in  the  economy-c 
large  is  knowledge.  And  since  ideas  ai 
innovations  become  widely  available 
quickly,  their  originators  can't  hope 
capture  outsize  rewards.  Thus,  the  diff 
sion  of  knowledge  must  be  pursued  as 
public  good,  argues  Paul  M.  Rome 
economist  at  the  University  of  Califorr 
at  Berkeley. 

Romer,  who  was  trained  at  the  conse 
vative  economics  department  of  the  U| 
versity  of  Chicago,  frets  that  govei 
ment  may  muck  up  this  process.  Inste; 
of  having  government  plow  dollars  in 
research  and  choose  which  technologi 
and  industries  to  support,  he  sugges 
that  companies  be  allowed  to  set  asi 
money  that  they  then  could  allocate 
research  consortiums.  Governme 
would  simply  wTite  the  legislation  alio 
ing  companies  to  pool  research  monej 
'PEOPLE  FIRST'?  Perhaps  the  most  imp( 
tant  consideration  for  the  new  activis 
will  be  people.  Clinton  has  vowed  th 
his  policies  will  "put  people  first,"  a 
the  data  on  income  growth  and  inequ 
ity  show  why  that's  so  important,  f 
searchers  of  both  liberal  and  consen 
tive  bent  have  demonstrated  that  wa 
shifts  over  the  past  couple  of  decad 
have  led  to  greater  income  inequality 

While  explanations  of  the  increasi: 
income  inequality  vary,  LawTence 
Katz  of  Harvard  University'  and  Ke\ 
M.  Murphy  of  the  University  of  Chica 
attribute  it  to  rapid  secular  growth 
the  demand  for  more-educated  and  b 
ter-skilled  workers.  Katz,  who  crunch 
numbers  on  the  national  and  Arkans 
economies  for  the  Clinton  campaign  a 
might  end  up  as  a  staff  economist 
CE.A,  argues  that  there's  a  role  for  e( 
cation  and  training  in  ameliorating  t 
social  effect  of  these  trends. 

Most  economists  today  still  worry  \.\ 
economics  and  politics  don't  mix  a 
that  government  inevitably  will  sen 
up  the  best-laid  plans.  Still,  the  prof 
sion  has  come  a  long  way  in  figuring  c 
the  nature  of  many  economic  and  soc 
problems.  Today,  many  economists  £ 
ready  to  take  a  chance  on  new  ide: 
"Like  with  a  garden,  you  have  to  ke 
weeding,"  says  MIT's  Dombusch,  "1 
you  have  to  start  with  growing  the  g 
den."  If  Bill  Clinton  picks  up  on  th 
ideas,  economists  may  get  a  chance 
prove  they  can  help  cultivate  a  health 
economy  in  the  1990s. 

By  Karen  Pennar  and  Christopl 
Farrell  in  Xew  York 
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Hf£  COULDlfT  BE  MORE  PLEASED  TO 


Motorola's  Micro  TAC II™  was  the  first 
cellular  phone  to  break  the  eight  ounce 

AMEI^  TECHNOLOGY  IN  JAPANESE  HANDS. 

very  popular  in  Japan.  Along  with  our  pagers,  semiconductors  and  trunked  radio  systems,  our  cellular  phones  hove 
mode  quite  a  name  for  Motorola  in  a  country  known  for  excellence  in  electronics.  ThoT's  because  we've  mode  perfection 
^ur  ultimate  goal.  And  we  won't  stop  there.  As  we  continue  to  improve  our  processes,  our  objective  will  always  be  to 
deliver  higher  performance  products  foster-ond  price  them  better,  too.  At  Motorolo,  we're  not  just  meeting  the  toughest 
quality  standards  in  the  world  today  we're  striving  to  set  them. 


QuolHy  Means  The  Vi/brld  To  Us,"" 


ond  MotorojQ  are  registered.ffqdemofks  of  MoftsfOto,  inc.  ©  1992  Meter  Inc: 


inance 


ACCOUNTING  I 


HONEST  BALANCE  SHEETS, 
BROKEN  PROMISES  

Now  that  FASB  requires  retirees'  health  costs  to  be  counted,  companies  are  slasliing  them 


Accounting  rules,  an  abstract 
realm  known  to  few,  have  intro- 
duced a  harsh  new  reality  into 
Clifford  Davis'  retirement.  Navistar  In- 
ternational Corp.,  where  Davis  worked 
as  a  maintenance  man  for  32  years,  has 
long  picked  up  the  medical  bills  for  its 
40,000  pensioners.  But  starting  Jan.  1, 
an  accounting-rule  change  requires 
many  large  companies  to  include  on 
their  balance  sheets  immense  sums  for 
these  ever-more-costly  health  benefits. 

So  the  Chicago-based  truckmaker 
wants  to  cut  back  its  two-decade-old 
plan,  forcing  Davis  and  fellow  retirees 
on  fixed  incomes  to  fork  over  a  hefty 
chunk  of  money  for  their  coverage.  Mon- 
ey-losing Navistar  says  it  will  go  bust  if 
former  workers  don't  pick  up  part  of 
their  health  costs.  Yet  Davis,  who  lives 
in  a  trailer  in  McCordsxille,  Ind.,  and  is 
not  vet  6-5.  contends  that  he  would  have 


to  shell  out  2.5'^  of  his  monthly  SI, 400 
pension  check.  Says  Davis:  "I  can"t  af- 
ford to  pay," 

Lots  of  other  coi-jDorations  are  axing 
or  curtailing  retiree  health  benefits  (ta- 
ble), hoping  to  minimize  the  financial 
broadside  of  the  so-called  106  rule,  as 
well  as  curb  runaway  health  costs  in 
general.  The  rule  was  adopted  in  1990  by 
the  Financial  Accounting  Standards 
Board,  the  overseer  of  U.  S.  accounting 
criteria.  As  FA>B  sees  it,  failing  to  recog- 
nize the  steadily  growing  health-care  li- 
ability misleads  investors  about  a  compa- 
ny's financial  condition. 

Some  large  companies  with  strong  bal- 
ance sheets  that  can  afford  the  hit  are 
simply  taking  a  one-time  earnings  and 
net  worth  write-off.  But  others,  often 
less  robust  outfits  like  Navistar,  are 
finding  ways  to  circumvent  the  full 
force  of  106  at  their  retirees'  expense. 


McDonnell  Douglas  Corp.  is  replacing 
its  health  plan  for  white-collar  retiree 
by  giving  each  a  one-time  payment  o 
818,000,  using  surplus  pension-fund  mor 
ey.  This  will  halve  the  St,  Louis  plane 
maker's  liability  under  the  F.\SB  rule, 
S700  million.  But  after  1996,  most  bet 
are  that  payments  to  new  retirees  wil 
be  eliminated.  According  to  a  survey  b; 
the  consulting  firm  A.  Foster  Higgins  i 
Co.,  almost  two-thirds  of  U,  S,  companie 
will  have  scaled  back  or  eliminated  th' 
benefits  by  next  year.  "Employers  ar 
backpedaling  like  crazy  from  their  corr 
mitments  to  workers,"  complains  Clar 
Hushbeck,  a  senior  analyst  at  the  Amer 
can  Association  of  Retired  Persons, 

Certainly,  retirees  are  the  easiest  tai 
get:  They  can't  strike  or  quit  for  anothe 
job.  Management  "is  picking  on  a  grou; 
that  can  fight  back  the  least,"  says  Jei 
ry  Feldscher,  a  pensioner  at  Unisy 


106  BUSINESS  WEEK,  NOVEMBER  23,  1992 


orp.,  which  intends  to  phase  out  its 
Ian  entirely  by  1995. 
Retirees  slammed  with  health-care 
jts  do  have  an  option.  Many  are  fipht- 
back  in  court,  althou^'h  too  few 
ises  have  been  decided  to  discern  a 
•end.  Thus  far,  the  key  legal  issue  is 
3W  explicit  the  conipany  has  been  in 
romising  medical  benefits  (box).  As  a 
;sult,  most  employers  steer  away  from 
jtting  programs  for  union  retirees  be- 
luse  those  plans  are  usually  written 
ito  labor  contracts.  General  Motors 
orp.,  for  instance,  imposed  807'  reim- 
Lirsement  limits  on  white-collar  pension- 
's' bills  but  left  United  Auto  Workers 
'tirees  alone. 

ilSCALCULATlON.  Navistar  is  liolder. 
iming  to  save  717'  on  retiree  health- 
ire  costs,  it  tried  to  ram  through  the 
snefits  reduction  for  both  union  and 
onunion  pensioners.  But  the  M.AW 
lunched  a  legal  counterstrike  that 
ireatened  to  tie  the  company  up  in 
)urt  for  years.  As  a  compromise,  the 
nion  and  the  truck  manufacturer  have 
greed  to  reopen  their  contract  now,  a 
ear  before  the  pact  expires,  to  negoti- 
te  health  issues. 

Retiree  health  plans  first  came  into 
3gue  in  the  late  19(i0s  and  early  197()s, 
fter  medicare  was  enacted.  The  idea 
as  that  the  plans  would  take  care  of 
reas  not  covered  by  the  federal  medical 
rogram  for  the  elderly:  prescription 
rugs,  home  nursing  care,  and  hospital 
:ays  beyond  90  days.  "They  thought  the 
)st  to  supplement  medicare  would  be 
ifiall,"  says  Richard  Ostuw,  a  vice-presi- 
ent  at  consultant  Towers  Perrin  Foster 
;  Crosby.  Wrong.  For  the  past  few 
ears,  the  cost  of  corporate  retiree 
ealth  plans  has  been  surging  at  a  157" 
nnual  clip. 

Employers  have  two  unappetizing 
Voices  under  the  new  rule.  They  can 
ither  amortize  the  cost  of  the  benefits 
ver  20  years  or  take  the  entire  charge 
)  earnings  in  the  first  year.  IBM  took  its 


THE  IMPORTANCE 
OF  BEING  EXPLICIT 


HANDLING  THE 
HIAITH-CARI  HITS 

Company  Charge  to  earnings 

Millions  of  dollars 

GENERAL  MOTORS  $16,000-24,000 

Likely  20-year  phase-in.  Will  announce 
plans  in  February.  Has  imposed  health- 
care reimbursement  limits  for  white-collar 
retirees 

HEWLETT-PACKARD  544 

Taking  charge-off  now.  Looking  at  mak- 
ing retirees  pick  up  more  of  medical  tab  in 
1994  

McDonnell  douglas  700 

Currently  taking  hit.  Ending  company  sub- 
sidy of  health  care.  Until  1996,  nonunion 
retirees  will  get  $  1 8,000  each  to  fund 
care.  Program  may  not  continue  after  that 
NAVISTAR  2,500 
Phasing  in  charge-off  over  20  years.  Tried 
to  moke  retirees  pick  up  part  of  medical 
expenses,  but  union  thwarted  move  in 
court.  Now  negotiating  with  union 
UNISYS  170 
Hit,  being  taken  now,  will  be  offset  by  tax 
savings.  Phasing  out  subsidy  of  health 
plan  by  1995,  when  nonunion  retirees  will 
have  to  foot  their  entire  insurance  bill 

DATA:  COMPANY  REPORTS 


$2.6  billion  earnings  hit  in  the  first  quar- 
ter of  1991.  Analyst  Philip  C.  Rueppel  of 
Sanford  C.  Bernstein  &  Co.  says  Big- 
Blue  wanted  to  show  that  the  rule 
"wouldn't  be  a  big  deal  for  them."  De- 
spite rocky  times,  IBM  has  not  announced 
any  benefit  reductions. 

But  the  most  vulnerable  companies 
are  waiting  until  the  last  possible  minute 
to  reveal  how  they  will  stomach  the  106 
rule.  Consider  the  desperate  situation  at 
GM:  a  potential  charge  ranging  from  $16 
billion  to  $24  billion.  The  carmaker  plans 


promises  in  employee  handbooks,  film- 
strips,  health-plan  summaries,  meet- 
ings, or  exit  interviews.  Those  pledges, 
in  effect,  become  binding  contracts. 

Courts  tilt  against  retirees,  though, 
when  employers  include  explicit  cave- 
ats in  their  plans.  "The  legal  issue  usu- 
ally focuses  on  whether  the  company 
has  made  it  unambiguously  clear  that 
it  retains  the  right  to  modify  the  bene- 
fits or  eliminate  them,"  .says  Christo- 
pher G.  Mackaronis,  a  Washington  law- 
yer representing  84,000  salaried 
retirees  who  are  suing  General  Motors 
Corp.  after  the  company  required  them 
to  pay  part  of  the  health  tab. 

Benefits  consulting  firms  are  advis- 
ing companies  not  to  promise  anything. 
Instead,  they  counsel  that  all  written 


to  say  how  it  will  handle  the  problem  in 
February.  Most  analysts  expect  it  to 
spread  the  shock  over  20  years.  After 
all,  the  higher  figure  would  gobble  up 
most  of  cm's  net  worth.  The  auto  giant, 
which  is  mired  in  red  ink  as  well  as 
unfunded  pension  lial)ilities,  could  much 
more  easily  withstand  the  slow  nibbling 
of  amortization,  at  $800  million  to  $1.2 
billion  per  yi'ar. 

'SOFT  NUMBER.'  Saving  the  day,  of 
course,  would  l)e  some  form  of  nation;d 
health  insurance  to  bridge  the  gaps  left 
by  medicare.  President-elect  Bill  Clinton 
wants  to  widen  the  availability  of  health- 
care coverage,  and  the  Democratic-con- 
trolled Congress  seems  receptive  to  the 
notion.  Whether  the  legislative  process 
will  get  to  the  plight  of  corporate  retir- 
ees is  an  open  question.  Still,  McDonnell 
Douglas  hopes  that  by  1996,  when  its 
$18,000  subsidies  to  retirees  will  likely 
end,  some  government  measure  will  be 
in  place.  "We  don't  know  what  will  hap- 
pen by  then,  but  we  can  hope,"  says 
spokeswoman  Barbara  Anderson. 

Meanwhile,  the  FASB  rule  will  drag 
down  corj)orate  performance  across  the 
board  in  199:i  Shearson  Lehman  Broth- 
ers Inc.  figures  that  without  the  ride, 
Standard  &  Poor's  500-stock-index  com- 
panies would  enjoy  a  177'  boost  in  earn- 
ings per  share  next  year.  With  it,  the 
S&P  500  may  climb  only  107".  On  the  plus 
side,  no  money  for  health-care  liabilities 
need  be  immediately  diverted  from  oper- 
ations or  capital  spending.  "This  is  the 
ultimate  soft  number,"  says  Solomon 
Samson,  S&p's  managing  director  for 
corporate  finance. 

Eventually,  though,  affected  compa- 
nies must  come  up  with  cold  cash.  That's 
why,  bean-counting  contrivance  or  no, 
the  rule  has  led  companies  to  limit  the 
liability  by  slicing  retiree  health  plans. 
And  that's  how  the  abstract  art  of  ac- 
counting has  a  real  and  painful  impact. 

By  Ijirry  Light,  ivitli  Kellcij  Hallcnid  in 
Nciv  Yorii  and  Kerin  Kclli)  in  Cliiciifio 


and  oral  comniunications  to  workers 
should  specifically  and  consistently 
state  that  the  company  can  change 
benefits  at  any  time.  "Companies  that 
have  thought  about  this  are  taking  ac- 
tion to  keep  their  options  open,"  says 
Henry  Saveth,  a  principal  at  A.  Foster 
Higgins  &  Co.,  a  consulting  firm. 

To  ease  the  burden  on  companies 
that  are  locked  into  past  commitments, 
industry  has  been  urging  Congress  to 
enact  tax  breaks  for  funding  health 
benefits  in  advance.  That  would  give 
them  the  same  tax  treatment  as  pen- 
sions. But  lawmakers  probably  won't 
do  that  unless  companies  guarantee  re- 
tiree health  benefits,  too.  That  may  be 
too  high  a  price  for  companies  to  pay. 
By  Snsan  B.  Garland  in  Washington 


Promises,  promises.  That's  what 
the  courts  are  looking  for  in  the 
growing  number  of  suits  by  dis- 
gruntled retirees  whose  health-care 
benefits  are  getting  blown  away. 

At  first  sight,  the  law  seems  stacked 
igainst  retirees.  There  is  no  statute 
i^iving  them  a  legal  claim  to  specified 
medical  benefits  after  a  certain  time  on 
:he  job.  Unlike  pensions,  medical  bene- 
fits don't  vest.  But  courts  also  have 
iaid  that  retirees  may  receive  medical 
coverage  if  their  employer  has  made 
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INVESTMENT  BANKERS  I 


IS  MR.  RUBIN 

GOING  TO  WASHINGTON? 


Goldman  Sachs's  co-chairman  has  his  eye  on  the  Treasun^  job 


One  day  in  the  early  1970s.  Henry 
H.  Fowler,  a  partner  at  Gold- 
man, Sachs  &  Co.  and  former 
Treasury  Secretary  in  the  Johnson  Ad- 
ministration, called  Democratic  Partj" 
chief  Robert  S.  Strauss.  The  subject  of 
the  call  was  Robert  E.  Rubin,  a  young 
trader  in  Goldman's  risk  arbitrage  de- 
partment. Recalls  Strauss,  now  U.  S. 
Ambassador  to  Russia,  Fowler  wanted 
to  tell  him  about  "a  bright  youngster, 
one  of  the  few  Democrats  at  Goldman 
Sachs. ...  He  said.  'Can  I  send  him  down 
to  see  you?  He  loves  Democratic  poli- 
tics.' "  Strauss  has  been  a  close  friend  of 
Rubin's  ever  since.  "I  knew  him  when  he 
was  a  young  pup,  and  now  he's  a  full- 
grown  dog.  and  quite  a  huntin'  dog," 
says  the  Ambassador. 

Rubin's  love  of  politics  hasn't  abated. 
His  friends  believe  he  would  like  nothing 
more  than  to  be  Treasuiy  Secretary-  in 
the  new  Clinton  Administration.  Rubin  is 
already  a  Clinton  economic  counselor 
and  helped  prep  him  for  the  Presidential 
debates.  A  consen'ative  Democrat,  he 
helped  persuade  Clinton  to  hold 


down  his  plans  for  initial  infrastructure 
spending  for  fear  it  would  boost  the  def- 
icit and  spook  the  markets. 

What  could  give  Rubin,  54,  a  leg  up 
over  other  candidates  is  his  record  at 
Goldman.  Since  Fowler's  call  to  Strauss. 
Rubin  has  risen  to  become  co-chairman, 
with  Stephen  Friedman, 
of  Goldman,  which  is  con- 
sidered the  best-managed 
and  most  profitable  firm 
on  Wall  Street,  with  the 
arguable  exception  of 
Morgan  Stanley  &  Co. 
Goldman  is  also  a  major 
player  in  virtually  even' 
financial  market,  from 
bonds  to  commodities. 
"Bob  would  be  a  new 
breed  of  Treasuiy  Secre- 
tary, who  understands 
how  these  vast  global 
markets  work,"  says 
Richard  H.  Jenrette.  chief 
executive  officer  of  Equi- 
table Cos. 


1938  Bom  in  New  York 
City.  Later  educated  ot  Hdr- 
vard,  London  School  of  Eco- 
nomics &  Political  Science, 
and  Yale  Law  School 


1964  Became  an  associate 
at  the  New  York  law  firm  of 
Cleary,  Gottlieb,  Steen  & 
Hamilton 


1 966  Joined  Goldman, 
Sachs  &  Co. 


1971  Elected  partner 


1984  Served  as  New  York 
State  finance  chief  for  Wal- 
ter Mondale 


1987  Appointed  Gold- 
man's vice-chairman  and  co- 
chief  operating  officer 


1988  Worked  OS  fund-rais- 
er for  Michael  Dukakis 


1990  Became  co-chairman 
with  Stephen  Friedman 


1992  Served  as  chairman. 
New  York  City  Host  Com- 
mittee for  the  1992  Demo- 
cratic convention  and  was  a 
fund-raiser  and  economic 
adviser  to  the  Qinton 
campaign 


DATA:  BW;  GOIDMAN.  SACHS  &  CO. 


■UBIN:  "HE'S  VEKT 
MACMATK,  NOT 


Rubin  likely  faces  tough  competiiiu 
for  the  job.  Unlike  the  financial  comnn 
nity's  favorite,  former  Federal  Resen' 
Chairman  Paul  A.  Volcker,  Rubin  lack 
government  experience  and  is  largely  a 
unknown.  "Just  because  he  works  fc 
Goldman  Sachs  doesn't  mean  the  mark( 
knows  what  he  stands  for,"  says  E( 
ward  E.  Yardeni,  chief  economist  at  C,  = 
Lawrence  Inc. 

Rubin's  side  career  in  politics  has  ii 
eluded  fund-raising  for  numerous  polit 
cians.  such  as  Walter  F.  Mondale  an 
Michael  S.  Dukakis.  He's  friendly  wit 
New  York  Governor  Mario  M.  Cuom 
and  New  York  City  Mayor  David  N.  Dii 
kins.  His  wife,  Judith,  is  protocol  con 
missioner  for  Dinkins. 
Rubin"s  chances  for  a  top  Washingto 
post  are  hard  to  predic 
Clinton's  talent  searcl 
ers  have  been  ver 
closemouthed.  Rubi 
himself  declined  to  b 
inter\iewed  on  the  re^ 
ord  for  this  story. 

But  Rubin's  politic; 
connections  will  helj 
"Bob    has  strength 
most  Wall  Street  gu\ 
don't:  He  has  a  wid 
breadth  of  relations  o 
the  Hill,"  says  Richar 
Ravitch,  a  former  Ne^ 
York  City  mayoral  cai 
didate  and  a  person? 
friend  of  Rubin's. 
'PEOPLE   SKILLS.'  Whil 
many   business  execi 
tives  who  ser\'e  in  go^ 
ernment    can't  she 
their  autocratic  waj'; 
Rubin's    political  ir 
stincts  could  play  we 
in  Washington's  consei 
sus-centered  culture 
"He  has  mar\'elous  pec 
pie  skills,"  says  Roge 
C.  Altman,  the  vice 
chairman  of  Blackston 
Group  and  also  a  poss 
ble  Treasury-  candidat< 
j  "He"s  very  good  at  C( 
'  alition-building."  Add 
j  Goldman's  Friedmai 
"He's  ver\'  pragmatic 
I  not  an  ideologue." 
I     Colleagues  describ 
I  Rubin  as  unassuming 
J  unpretentious,  and 
popular  leader.  Says  one:  "H 
came  up  through  the  rank, 
and  he  hasn't  been  in  mai 
agement  long  enough  to  fo 
get  it." 

While  Rubin's  is  extreme! 
lective  behind  the  scenes,  he  coul 
flop  on  the  public  stage.  One  individu: 
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who  knows  him  well  says  that  Rubin 
lacks  the  commanding  presence  that 
most  successful  political  leaders  seem  to 
possess. 

That  hasn't  slowed  Rubin  down  so  far. 
He  attended  Harvard  University,  the 
London  School  of  Economics,  and  Yale 
Law  School.  After  two  years  of  practic- 
ing law,  he  joined  Goldman  in  1966.  Un- 
der the  tutelage  of  legendary  Goldman 
trader  Gus  Levy,  Rubin  made  his  mark 
as  head  of  the  firm's  arbitrage  depart- 
ment. He  and  P^'riedman  became  co-chair- 
men in  i;)90. 

FIERCE  COMPETITOR.  Rubin  and  Friedman 
liave  already  had  a  big  impact  on  the 
intensely  secretive  private  partnership. 
Last  year,  Goldman  reaped  a  record  $L1 
billion  in  pretax  profits.  That's  partly  a 
result  of  Rubin's  and  Friedman's  savvy 
strategic  moves.  The  two  have  diversi- 
fied the  firm  into  new  markets  while 
reducing  head  count.  And  although  Ru- 
bin and  Friedman  have  kept  Goldman 
focused  on  servicing  clients,  they  have 
increased  Goldman's  trading  for  its  own 
account.  Rubin's  biggest  success  was 
turning  around  J.  Aron,  the  firm's  com- 
modity division,  which  now  accounts  for 
a  third  of  Goldman's  profits,  largely 
from  oil  and  currency  trading.  Rubin 
also  spearheaded  Goldman's  lucrative  in- 
ternational expansion  by  cultivating  gov- 
ernment leaders  and  clients  in  Mexico, 
Russia,  and  Spain. 

A  fierce  and  arrogant  adversary  that 
is  not  above  preying  on  its  competitors' 
weaknesses,  Goldman  has  had  its  share 
of  setbacks.  It  was  the  banker  for  the 
leveraged  buyout  of  R.  H.  Macy  &  Co., 
which  later  went  bankrupt.  It  traded  ex- 
tensively with  British  publisher  Robert 
Maxwell's  now-defunct  empire.  In  1991, 
Goldman  Sachs  had  to  end  a  merchant- 
banking  fund  abruptly  when  clients  com- 
plained that  the  firm  was  profiting  at 
their  expense.  It  was  also  sued  by  two 
women  employees  for  sex  discrimina- 
tion. Only  6  of  the  firm's  16-5  partners 
are  female. 

The  firm  got  its  worst  l)lack  eye  when 
Goldman  partner  Robert  A.  Freeman 
pleaded  guilty  to  one  felony  related  to 
an  insider-trading  transaction  in  1990. 
Freeman  was  fined  $1  million  and  spent 
four  months  in  jail.  Rubin,  who  was 
Freeman's  boss,  coordinated  Freeman's 
defense  at  Goldman.  The  firm  paid  Free- 
man's legal  bills. 

These  unpleasant  matters  would  likely 
come  up  at  confirmation  hearings  if  Ru- 
bin were  to  get  a  Cabinet  nomination. 
Yet,  given  Rubin's  strong  points,  that's 
unlikely  to  affect  Bill  Clinton's  decision 
'"1  whether  to  give  Rubin  a  chance  to 
i.unt  in  Washington. 

:'y  Leah  Nathans  Spiro  in  Nciv  York, 
wit''  Dilmrah  Stead  in  Moscow 


Commentary /by  Joan  O'C.  Hamilton 

BIOTECH  MAY  BE  FlYING 
TOO  NEAR  THE  SUN  AGAIN 


I  ere  we  go  again:  Biotechnology 
stocks  are  on  the  move.  Since 
I  the  beginning  of  October,  over- 
the-counter  biotech  stocks  have 
climbed  some  W/<,  vs.  0.27>  for  the 
Standard  &  Poor's  500-stock  index.  In 
press  releases,  analyst  reports,  and  fi- 
nancial publications,  the  drumbeat  is 
ongoing.  The  companies  would  like  you 
to  believe  that  events  of  consequence, 
bespeaking  the  stunning  potential  of 
the  industry,  are  behind  the  rise. 

But  consider  Synergen  Inc.,  which 
moved  up  2%  last  week — a  57^  gain — 
on  the  unremarkable  news  that  it  had 
finished  enrolling  patients  in  a  clinical 
trial  of  a  new  drug  and  would  start  a 
new  phase  of  testing.  Or  Gensia  Phar- 
maceuticals Inc.  in  San  Diego,  whose 


BIOTECH  STOCKS 
ARE  GOING 
THROUGH 
THE  ROOF  
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shares  climbed  107  on  the  same  day. 
The  market's  rejoicing  was  prompted 
by  the  expected  announcement  that  it 
would  file  for  approval  to  market  a 
drug  to  prevent  heart  attacks  in  surgi- 
cal patients.  All  this  is  akin  to  the  mar- 
ket going  bananas  over  headlines  such 
as  "Focus  Group  Continues  Study  of 
New  Toothpaste"  or  "Ford  Confirms  It 
Will  Proceed  With  Plans  for  Cars." 

Here  comes  another  biotech  stock 
cycle — a  mind-numbing  melange  of 
confusing  or  banal  "progress"  reports, 
combined  with  a  strong  dose  of  market 
momentum.  And  if  all  this  has  a  famil- 
iar ring  to  it,  that's  not  surprising. 
About  this  time  last  year,  biotech  com- 
panies were  punching  through  their  all- 
time  high  marks  for  pretty  much  the 


same  reason.  By  spring,  however,  the 
hype  was  gone,  and  the  market  merci- 
lessly chopped  the  shares  of  big  and 
small,  savvy  and  bumpkinesque  compa- 
nies. That  left  slow-moving  biotech  in- 
vestors in  a  very  bad  mood. 

They've  been  brightening  a  bit  late- 
ly. Optimism  over  President-elect  Bill ' 
Clinton's  support  for  boosting  high- 
tech companies  through  tax  incentives  ' 
has  superseded  fears  that  he  would  i 
crack  down  on  drug  pricing  once  he 
takes  office.  (That  makes  sense,  be- ' 
cause  companies  that  don't  have  any- , 
thing  to  sell  haven't  much  to  fear  from  l 
price  strictures.)  Meanwhile,  quite  a 
few  companies  have  been  moving  up, ! 
analysts  say,  because  they'll  be  pre- ; 
senting  promising  data  at  medical 
meetings  in  coming  weeks.  The  medi- 
cal-meeting-movers include  Biogen, ; 
Centocor  (page  71),  and  Immunex.  0th-  [ 
ers  have  gained  because  of  short-cover- 1 
ing  by  short-sellers  who  had  "over- ; 
stayed  their  welcome  on  the  downside  j 
and  got  spooked,"  says  Alex.  Brown  & 
Sons  Inc.  broker  Michael  G.  King. 
THE  SPORTS-CAR  FACTOR.  Quite  a  few 
buyers  have  been  egged  on  by  new 
theories  on  how  to  "bottom-fish"  for 
cellar-dwelling  biotech  issues.  Some 
pundits  recommend  exotic  investing 
formulas  to  spot  undervalued  stocks, 
such  as  dividing  shares  outstanding 
into  research  and  development  spend- 
ing or  toting  up  the  ratio  of  PhDs  on 
staff  to  shares  outstanding.  Unfortu- 
nately, they  neglect  such  factors  as  the 
number  of  shiny  sports  cars  in  a  bio- 
tech company's  parking  lot — a  common 
symptom  of  the  dreaded  "self-enrich- 
ment" syndrome  that  even  gene-spliced 
drugs  can't  cure. 

How  much  time  is  left  for  investors 
to  experiment  with  these  finely  tuned 
"strategies"?  Oppenheimer  &  Co.  ana- 
lyst Jeffrey  Casdin  believes  the  cur- 
rent rally  could  be  a  quick  fizzle  once 
short-sellers  finish  covering  their  posi- 
tions. But  others  predict  a  strong  rally 
at  least  through  January.  The  momen- 
tum is,  they  say,  too  strong  to  resist. 
Says  Sutro  &  Co.  broker  Richard  Bock; 
"Most  people  who  do  well  just  play 
biotech  when  it's  moving." 

In  other  words,  the  Greater  Fool 
Theory  is  at  work  here.  Which  is  fine- 
so  long  as  you're  not  the  greatest  fool. 
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school's  46  years  of  experience  in 
global  education.  THUNDERBIRDS 
can  be  found  in  leadership  positions 
throughout  the  world  and  are 
employed  by  major  multinational 
corporations,  government  agencies 
and  organizations  involved  in  global 
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business.  They  are  also  entre- 
preneurs, competitive,  inventive, 
risk-taking,  with  a  THUNDERBIRD 
foundation. 

•  THUNDERBIRDS  work  in  over 
9000  organizations  woridwide. 

•  THUNDERBIRDS  network 
among  each  other  in  133  countries. 

•  THUNDERBIRDS  have 
person-to-person  entry  and 
accessibility  to  world  markets. 

The  THUNDERBIRD  Academic 
Model  —  copied  by  many  institutions 
around  the  wodd  —  is  what  makes 
the  difference.  It  is  a  three-part 
program  pioneered  by 
THUNDERBIRD  that  goes  beyond 
management  education  into  cultural 
studies  and  foreign  languages. 


More  than  an  M.B.A.,  the  M.I.M. 
provides  a  unique  competitive  edge 
for  your  company  or  for  your  own 
career  —  domestic  or  foreign. 
Wherever  you  seek  to  compete,  you 
owe  it  to  yourself  to  learn  more 
about  THUNDERBIRD  and  its  Master 
of  International  Management  degree. 
There's  a  worid  of  difference. 


THUNDERBIRD 

THE  AUTHORITY 
ON  GLOBAL  EDUCATION 


L 
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MARKETS  &  INVESTMENTS! 


HOW  MANAGED  FUNDS 
MANAGED  TO  DO  SO  POORLY 


By  rights,  they  should  have  thrived  amid  the  currency  turmoil 


Commodity  fund  managers  are  a 
swashbuckling  lot.  Unlike  the  folks 
who  run  stock  and  bond  portfolios, 
commodity  traders  thrive  on  market  cha- 
os. Their  computerized  trading  systems 
are  designed  to  exploit  volatility  in  the 
futures  and  options  markets,  no  matter 
which  way  the  market  goes.  Well,  the 
world  currency  and  interest-rate  mar- 
kets are  moving,  all  right — yet  the  com- 
modity funds  have  been  left  in  the  lurch. 

Their  poor  showing  in  a  crucial  period 
raises  questions  about  the  ability  of  com- 
modity funds  to  deliver  the  high  rewards 
that  their  high-risk  profile  would  seem 
to  promise.  True,  some  of  the  largest 
funds  achieved  double-digit  gains 
through  Sept.  30,  largely  on  the  strength 
of  currency  and  interest-rate  bets  earlier 
in  the  summer.  But  when  those  markets 
really  went  wild  in  September,  the  funds 
failed  to  cash  in  (table).  On  average, 
managed  futures  funds  lost  27'  in  Sep- 
tember and  posted  only  slight  improve- 
ment in  October.  Through  Sept.  30,  the 
funds  are  down  1.8' 

Their  dreary  performance  contrasts 
sharply  with  the  gains  racked  up  by 
hedge-fund  manager  George  Soros  and 
supertrader  Paul  Tudor  Jones,  who  re- 
corded huge  profits  by  trading  curren- 
cies and  European  interest-rate  futures. 
"This  has  not  been  a  banner  year  for 
managed  futures,"  says  George  E.  Craj)- 
ple,  co-chief  executive  officer  of  Millburn 
Ridgefield  Corp.,  which  runs  $(i50  million 
in  futiu'es  portfolios. 
'WHIPSAW  PERIOD.'  Indeed,  commodity 
funds  have  suffered  through  nearly  two 
years  of  poor  performance.  In  1991, 
while  equity  investors  were  thriving, 
commodity  funds  eked  out  a  4.8'a  gain, 
according  to  Managed  Account  Re- 
ports, a  New  York-based  newsletter  that 
tracks  futures  funds.  But  throughout 
1991  and  much  of  this  year,  the  markets 
were  listless,  giving  traders  few  oppor- 
tunities for  profits. 

What  went  wrong  in  September?  For 
the  most  part,  the  losers  were  "trend- 
following"  traders  who  use  computer 
programs,  not  "discretionary"  traders 
such  as  Jones,  who  make  decisions  de- 
pending on  their  view  of  market  funda- 
mentals. The  trend  followers  got  caught 
because  their  computers  can't  foresee 
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earth-shattering  fundamental  factors — 
in  this  case,  the  collapse  of  Europe's 
system  of  linked  exchange  rates,  the 
Bundesbank's  sudden  interest-rate  cut, 
and  the  devaluation  of  the  pound.  "This 
has  been  a  whipsaw  period  for  people 
who  try  to  follow  trends,"  says  Jim  Lit- 


HOW  THE  LARGEST  MAHAGED 
FUHDS  HAVE  FARED 


Fund 

Size 

Performance 

Millions 

9/92 

Year* 

TROUT  TRADING 

$277.2 

1.0%  16.3% 

MERRILL  LYNCH 
SECTOR  STRAT.  Ill 

160.3 

-2.0 

-6.6 

DEAN  WITTER 
CORNERSTONE  IV 

111.5 

-4.2 

13.6 

DEAN  WITTER 
PRINC.  SECURED 

108.3 

-7.3 

-2.2 

FENCHURCH  GAMMA 

107.2 

-1.7 

12.9 

DEAN  WITTER 
DIVERS.  FUT.  Ill 

97.7 

-4.1 

12.2 

MERRILL  LYNCH 
SECTOR  STRAT.  IVA 

92.0 

2.8 

-4.3 

GAIA  HEDGE  II 

84.5 

-3.0 

6.5 

ILLINOIS  INCOME 
INVESTORS 

82.0 

0.5 

11.5 

DEAN  WITTER 
PRINCIPAL  PLUS 

75.7 

0.3 

-6.6 

*Jan.l-Sept.  30,  1992 

DATA;  MANAGED  ACCOUNT  REPORTS 

PLAYS 
FLOPPED 


tie,  director  of  development  for  Camp 
bell  &  Co.,  a  trend-follower. 

A  good  example  of  the  traders'  trou 
bles  came  on  Sept.  9,  when  report 
abounded  of  an  imminent  collapse  of  Eu 
rope's  exchange-rate  mechanism.  A 
■Hawksbill  Management  Co.  in  Sant; 
Rosa,  Calif.,  the  computers  were  blindl; 
following  the  trend  set  forth  by  the  mar 
ket's  previous  action  and  were  continu 
ing  to  issue  buy  orders.  But  Hawksbil 
President  Thomas  Shanks  overrode  th 
computers,  selling  the  pound  and  buyinj 
the  mark.  Within  days,  the  British  deva 
ued  the  pound  and  the  Germans  cut  ir 
terest  rates,  and  Shanks  pocketed  a  $2. 
million  profit,  accounting  for  m.uch  o 
his  firm's  19/'  gain  in  September. 

Most  trend  followers  obeyed  thei 
computers  and  got  creamed.  The  loser 
included  some  of  the  largest  commodit 
trading  firms.  Demeter  Management 
which  handles  nearly  $800  million  i 
commodity  fund  assets  for  Dean  Witte 
Financial  Services  Group  Inc.,  saw  it 
WRONG  BET:  portfolio  declin 
TROPIN'S  more  than  i.l/o  i 

CURRENCY  AND  September.  Dun 
INTEREST-RATE  Capital  Manage 
ment,  which  handle 
$200  million  in  fi 
tures  assets,  posted  a  77"  loss.  And  th 
commodity  trading  giant  John  W.  Henr 
&  Co.  lost  more  than  4.4a  on  $725  mi 
lion  of  its  funds  that  trade  heavily  i 
currency  and  interest-rate  markets. 
NARROW  ESCAPE.  Fund  managers  wh 
avoided  tiie  slaughter  either  made  coi 
rect  bets,  like  Shanks,  or  were  out  of  th 
market  entirely.  At  Millburn  Ridgefiek 
for  example,  a  risk-control  program  si^ 
naled  traders  to  exit  or  drastically  trii 
most  of  its  current  positions  in  earl 
September.  In  an  hour  of  hectic  trading 
Millburn  unloaded  more  than  $1.5  billio 
in  marks,  yen,  Swiss  francs,  and  pound.' 
narrowly  escaping  their  collapse  agains 
the  dollar.  Millburn's  tally  for  th 
month:  a  hard-earned  0.247  gain.  "W 
would  have  had  horrendous  losses  if  w 
hadn't  cut  our  size,"  says  Grapple. 

Trend  followers  are  trying  to  mak 
sense  out  of  their  dismal  recent  return; 
"When  you  look  past  the  superfici; 
question  of  how  we  did,  you  look  unde 
the  hood  and  see  immense  change  in  th 
global  markets,"  says  Kenneth  G.  Tn 
pin,  John  W.  Henry's  president.  "Volati 
ity  is  just  a  harbinger  of  new  trends  t 
come." 

Maybe.  But  futures  traders  are  su) 
posed  to  make  money  by  exploiting  vol; 
tility.  Performance  isn't  a  "superfici; 
question"  if  you  were  among  the  thoi 
sands  of  commodity-fund  customers  wh 
lost  money  when  the  currency  market 
went  bonkers. 

By  David  G  re  i sing  in  Chi  cat 


FINAI 


Four  reasons  to  buy  aTI  microLaser™  printer. 


Now  there's  a  way  for  you  to  put  the 
power  of  Microsoft*  Windows™  on 
paper  —  inicroLaser  ftom  Texas 
Instruments. 

Designed  to  be  Windows<ompatible, 
there's  a  microLaser  just  right  for  your 
needs,  whether  you  need  a  personal  or 
shared  printer.  Here's  why:    vi^.^  w 
1.  CompatibiUtyWithHP  VT^^^ 
LaserJet*  emulation  and       '  *  '  * 
Adobe®  PostScript*  software,  microLaser 
easily  supports  your  demanding  applica- 
tions. And  with  our  Microsoft  Windows 
driver,  set  it  and  forget  it  with  all  Windows 
applications. 

Not  only  does  PostScript  give  you  scalable 
outline  fonts  and  graphics,  it  also  means 
that  your  microLaser  works  in  computing 


environments  like  Windows,  LXDS®, 
Apple*  MaantDsh*,OS/2*  and  UNIX* 

2.  Performance  PostScript* 
When  it  comes  to  f-™  AXf^e 
printing  high-quality  documents  fast, 
microLaser  really  makes  you  look  good. 
At  either  nine  or  16  pages-per-minute, 
microLaser  printers  speed  you  through 
documents  in  a  hurry.  Plus  PostScript 
means  what  you  see  on  your  screen  is 
what  you  get  on  paper.  You  can  even  tur- 
bocharge  your  microLaser  with  a  RISC 
processor  for  blazing  fast  graphics. 

3.  Reliability  When  you  buy  a 
printer,  you  want  it  Co  print  And 
print  And  print  Tliat  s  just  what 
the  microLaser  does. 


example.  With  its  high  duty  cycle  of 
10,0CO  pages-per-month*  and  a  standard 
oneyear  Umited  warranty*  *,  you  can  rely 
on  your  microLaser  to  work  the  first  time, 
every  time,  for  years. 

4.  Value  Starting  as  low  as  $999t>  there's 
a  microLaser  designed  to  fit  any 
budget  From  the  single  user  all  ^Ij 
the  way  up  to  a  network  Con-  Dflffl 
sider  this,  too:  microLaser's  average  cost 
per  page  is  only  1.9  cencst,  while  some 
laser  printers  average  around  3.3  cents. 
The  microLaser  not  only  makes  sense,  it 
saves  you  money,  too. 

For  details  on  the  ri^t  microLaser  for 
you  and  the  name  of  the  neatest  dealer,  call 


Features 

microLaser  Plus 

microLaser  Plus 

microLaser 

microLaser  XL 

Basic 

PS17/PS35 

Turbo 

Turbo 

PPM 

9  ppm 

9  ppm 

9  ppm 

16  ppm 

Emulation 

HP  LaserJet  11 

HPLjIl/PostScript 

HPLJlI/PostScnpt  11 

HPLJIl/PostScnptll 

Processor 

68000 

68000 

RISC/8220 

RISC/8220 

Fonts 

14  HP  Fonts 

17  or  35  Scalable 

35  Scalable 

35  Scalable 

List  Price 

$999 

$1,399/$1,499 

$1,749 

$3,649 

Take  our  personal  microLaser  Plus  for  1*800*527'3500^ 

The  microLaser  PS17  has  earned  the  1990  PC  World  Best  Buy 
award;  microLaser  PS35  has  earned  the  1990  InjoWorid  Excellent 
Value  award  and  4'/2  mice  from  MacLiser,  Octt>Der  1990. 

Texas 
Instruments 


'Based  on  esnmated  typical  usage.  "For  more  informaoon  on  service  upgrade  opnons,  call  1-800^7-5757  in  the  U.S.  and  1-800-268-6314  in  Canada.  tSuggested  retail  pnce  —  dealer  pnces  may  vary.  tBased  on  suggesred  retail  pnce 
if  ODnsumables  and  appn  >ximate  page  aiverage  raong  tt>r  each  mnsumable  at  4%  black  (toner,  developer  and  OPC).  m]CR>Laser  is  a  nademark  ot  Texas  Instninients  lna>rpttrated.  Micrusolt  and  DOS  are  registered  trademailcs.  and  Windows 
s  a  trademark  ot  Microsivtt  G,)rp»^)raoun  Adi>he,  PostScnpt  and  the  PostScnpt  logo  are  registered  trademarks  iif  Adobe  Systems  lnci:>rporated  which  may  be  registered  in  certain  junsdictions.  LaserJet  is  a  registered  trademai^c  of  Hewlett- 
Packard,  Inc.  Apple  and  Maantush  are  registered  trademarks  of  Apple  Computer,  Inc.  OS/2  is  a  registered  trademark  of  IntEmaborui  Business  Machines  Corporanon.  UNIX  is  a  registered  trademark  of  AT  iSlT.  ©1992  TI  76543 


BY  GENE  G  MARCIAL 

WILl  MURDOCH 
HOME  IH 

ON  HOWTI^K? 

What  a  difference  a  year 
makes.  La.st  November, 
Howtek  seemed  a  lost  cau.se. 
Its  stock  had  spiraled  down  to  21/2 
from  27  in  1987.  But  new  life  has  come 
back  to  this  designer  and  maker  of 
desktop  color  scanners.  The  stock  has 
climl)ed  to  16  and  looks  poised  to  move 
even  higher. 

Some  smart-money  investors  have 
been  snapping  up  Howtek's  shares 
partly  because  the  company's  new 
products,  widely  used  by  newspapers, 
magazines,  and  commercial  printers, 
have  started  to  catch  fire.  In  the  red 
since  1985,  Howtek  is  now  making 
money.  But  once  again,  some  pros  are 
eyeing  publishing  mogul  Rupert  Mur- 
doch, News  Corp.'s  chairman  and  (:'K(J, 
who  controls  a  22!^<  stake  in  Howtek, 
matching  the  227'  holding  of  Howtek 
Chairman  and  CRO  Bob  Howard. 
IN  LIVING  COLOR.  Whispers  are  that 
Murdoch  wanted  to  acquire  the  compa- 
ny four  years  ago  when  he  started  ac- 
cumulating shares  but  that  Howard 
persuaded  him  to  hold  off.  Murdoch 
can  raise  his  stake  up  to  25'!  under  the 
terms  of  a  standstill  agreement,  but 
now  Howard  may  agree  to  let  Murdoch 
raise  his  holdings  beyond  the  limit,  ac- 
cording to  one  New  York  money  man- 
ager. Howard,  who  has  a  friendly  rela- 
tionship with  Murdoch,  says  he 
wouldn't  object  if  Murdoch  were  to  ask 
for  a  seat  on  Howtek's  board.  Howard 
says  Murdoch  likes  Howtek  because  of 
its  color-scanning  technology,  which  he 
sees  as  a  big  advantage  in  publishing. 

Howard  is  the  inventor  of  the  matrix 
impact  printer  and  founder  of  Centron- 
ics Data  Com])Uter,  whose  stock 
zoomed  from  7  a  share  to  450,  unad- 
justed for  several  splits,  from  1970  to 
1980,  when  Control  Data  acquired  it. 

Kemp  Fuller,  an  investment  strate- 
gist at  RAS  Securities,  expects  Howtek 
to  earn  47$  a  share  this  year,  $1.50 
next  year,  and  $2.30  in  1994,  untaxed, 
because  the  company  had  an  operating- 
loss  carryforward  at  the  end  of  1991  of 
$33.2  million.  He  bases  his  estimates  on 
a  projected  jump  in  the  sales  of  How- 
tek's Scanmaster  D4000,  introduced 
late  last  year.  The  D4000  scans,  or  digi- 
tally photographs,  reflective  or  trans- 
parent images  at  resolutions  from  50 
to  4,000  dots-per-inch. 


HOWTEK  IS 
ON  THE  MOVE 
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This  product  "is  a  high-resolution 
scanner  targeted  toward  publishers, 
color  separators,  and  commercial  print- 
ers in  the  inid-range  electronic  pre- 
press market,"  says  Howard,  who  be- 
lieves D4000  will  be  a  "blockbuster" 
product.  Fuller  notes  that  the  new 
product  retails  for  $39,700  a  unit  vs. 
competing  products  selling  at  more 
than  twice  that  price.  He  adds  that  by 
gaining  share  in  both  the  high  and  low 
end  of  the  market,  Howtek  will  be  the 
industry's  major  player  before  long. 


A  HEAITHY  GLOW 
FOR  HOMECARE 


E 


ver  on  the  lookout  for  the  next 
long-run  market  winners,  invest- 
Iment  adviser  Andrew  Lanyi 
thinks  that  the  best  bets  now  are 
young  companies  with  growing  "re- 
peat-order" products  or  services.  He 
believes  he  has  discovered  such  a  gem. 

It  is  Homecare  Management,  a  sup- 
plier of  drugs  and  at-home  treatments 
for  people  who  undergo  organ  trans- 
plants or  people  afflicted  with  serious 
chronic  ailments  whose  health  needs 
aren't  being  directly  served  by  the  big 
companies  in  the  business.  Homecare's 
stock  has  risen  from  5  in  late  Septem- 
ber to  9%  a  share  on  Nov.  10.  Lanyi, 
who  heads  Lanyi  Research  Div.  of  La- 
denburg  Thalmann,  says  the  stock 
could  hit  19  in  a  year. 

Homecare  is  the  only  pure  play  for 
transplant-related  therapies  and  ser- 
vices, notes  Lanyi.  Demand  for  Home- 
care's  type  of  services  is  going  strong, 
he  adds,  because  of  the  increasing 
number  of  transplant  patients. 
Analysts  figure  that  Homecare  will 


earn  30$  a  share  in  the  year  ending 
Apr.  30,  1993,  vs.  22$  a  year  ago.  They 
expect  earnings  to  rise  to  45$  in  fiscal' 
1994  and  to  65$  in  fiscal  1995.  Home-; 
care  Chairman,  CEO,  and  President  Clif- 
ford Hotte  says  the  estimates  are 
"within  reach  and  reasonable."  Right 
now,  Homecare  is  serving  about  70  of 
the  nation's  estimated  265  organ-trans- 
plant centers.  The  company,  says 
Hotte,  can  double  its  business  "without 
straining  our  resources"  at  its  current 
facilities  in  the  states  of  California, 
New  York,  Pennsylvania,  and  Texas. 


BLACK  GOLD 
IN  WEST  TEXAS 

Wlien  money  manager  Alan 
Gaines  recently  visited  the 
Permian  Basin  area  of  West 
Texas,  what  caught  his  eye  was  the 
increased  drilling  activity.  In  part,  the 
pickup  stemmed  from  the  sale  of  prop- 
erties by  major  integrated  oil  compa- 
nies to  the  smaller  independents,  which 
have  been  willing  to  drill  where  the 
majors  fear  to  tread. 

'This  situation  bodes  well  for  some 
companies,  says  Gaines,  president  of 
New  York  securities  firm  Gaines  Ber- 
land,  which  specializes  in  oil  and  gas 
investments.  One  of  them,  he  believes, 
is  Small's  Oilfield  Services,  an  indepen- 
dent equipment  and  tool  rental  compa- 
ny in  West  Texas.  Its  stock  is  one  ol 
the  many  oil-related  issues  that  are  ig- 
nored by  the  Street,  but  Gaines  be- 
lieves that  Small's  is  undervalued, 
"based  on  the  company's  excellent 
growth  prospects."  The  stock  is  trad- 
ing at  just  about  its  book  value  of  5, 
and  Gaines  is  betting  that  in  two  years, 
it  will  be  worth  8  to  10  a  share. 

Small's  services  about  200  custom- 
ers, including  some  of  the  big  major  oi: 
companies  such  as  Texaco  and  Exxon. 
With  its  expanded  capital  base  aided  by 
a  recent  securities  offering,  the  compa- 
ny can  now  pursue  bigger  jobs  that  it 
couldn't  bid  for  a  year  ago. 

The  job  prospects  for  Small's  art 
huge,  says  Gaines,  who  notes  thai 
there  are  50,000  producing  wells  in  the 
Permian  Basin  within  a  90-mile  radius 
of  Odessa,  Tex.  In  the  year  ending 
Aug.  30,  1993,  Gaines  expects  Small's 
to  earn  $1.05  a  share  vs.  last  year's 
92$;  he  sees  cash  flow  rising  to  $1.45 
share  from  $1.21  a  year  ago.  In  1994 
net  should  jump  to  $1.25  and  cash  flow 
to  $1.80,  .says  Gaines.  Small's  is  in  talks 
to  acquire  another  tool  company  mud 
bigger  than  itself.  That  should  boosi 
earnings  even  more. 
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FINA 


YOUR  FIRM 
ARRIVES  IN 
THIS  BOX 


A  corporate  gih  expresses  more  than 
jL  JL  gratitude.  It  speaks  volumes  about 
your  Hrm.  ♦  For  154  years,  firms  have 
expressed  themselves  in  words  only  a 
Tiffany  blue  box  can  say.  Tiffany  gifts  have 
passed  from  CEOs  to  clients.  From 
managements  to  staffs.  They  are  bestowed 
by  everyone  who  prizes  stability  over  caprice, 
substance  over  veneer.  And  who  wishes  to 
send  this  message  in  a  gift  that  is  cherished 
forever.  ♦  To  receive  a  brochure,  or  learn 
more  about  the  rewards  of  a  Tiffany  &  Co. 
corporate  account,  call  800-423-2394. 


Tl  FFANY  &  Co. 


TELECOMMUNICATIONS  I 


MOTOROLA'S  IRIDIUM:  A 
LONG  SLOG  TO  THE  LAUNCHPAD 


Its  satellite  cellulai'-phone  scheme  is  still  searcliing  for  investors 


111  June.  1990,  Motorola  Inc.  unveiled 
a  truly  blue-sky  vi.sion:  77  communi- 
cations satellites  circlinjJ'  the  glolie 
like  swarming  bees,  allowing  travelers 
equipped  with  slim  handheld  phones  to 
call  anywhere  on  the  planet.  It  dubbed 
the  .system  Iridium,  after  the  element 
with  77  electrons.  Since  then,  the  World 
Administrative  Radio  Conference  has  as- 
signed a  needed  globe-spanning  band  of 
airwaves  for  use  by  such  mobile  satellite 
services.  Motorola  is  now  more  gung 
ho  than  ever. 

If  only  such  optimism  were  uni- 
versal. It  has  been  two  years  since 
Iridium  was  announced,  l)ut  Motor- 
ola has  yet  to  name  any  investors 
who  are  willing  to  help  cover  the 
$3.4  billion  development  and  launch 
costs.  Potential  investors  are  under- 
standably nervous  about  joining  a 
project  that  isn't  exjiected  to  turn  a 
profit  until  2002,  four  years  after 
startup.  And  it  didn't  help  when  Mo- 
torola was  denied  a  shortcut  to  an 
airwave  license  in  the  U.  S.  Onetime 
potential  partners  are  now  planning 
rival  systems,  and  critics  question 


whether  the  technically  complex  system 
can  get  anywhere  near  the  1.8  million 
subscribers  Motorola  projects  by  2002. 
Now,  Iridium  is  nearing  a  moment  of 
truth:  It  has  set  a  Dec.  15  deadline  for 
signing  15  to  20  investors.  Its  success 
may  well  determine  if  the  satellites  ever 
get  off  the  ground. 

The  stakes  are  huge.  Much  of  Motoro- 
la's prestige  as  a  world-class  telecom- 
munications pacesetter  is  wrapped  up  in 
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A  MOTOROLA  SCIENTIST  WITH  A  SATELLITE  MODEL  AND 
HANDHELD  PHONE:  UP  AGAINST  A  DEC.  I  5  DEADLINE 


Iridium,  the  biggest,  mc 
complicated  venture  in 
64-year  history.  Motoro 
canceled  one  Iridium  inve; 
ment  offering  a  year  ago  t 
cause  it  didn't  have  an  a 
wave  slot  lined  up.  TI 
year,  the  company  has  spe 
tens  of  millions  of  dollars 
promote  and  develop  Iri 
um.  But  Motorola  wants 
reduce  its  ownership — a' 
risk — to  just  159^ ,  and  Ch^ 
man  George  M.  C.  Fishj 
says  Motorola  will  not 
forward  without  partners 
As  zero  hour  for  raisi 
$1.2  billion  in  equity  nea 
several  rivals  insist  t 
Schaumburg  (III.)  giant  w 
come  up  empty.  Says  I 
chael  D.  Saffell,  CFO  of  s 
ellite  venture  Ellipsat  Cor 
"The  word  one  gets  is  th 
have  struck  out,  and  there 
nobody  that  will  touch 
project." 

That  may  be  too  strong.  Still,  mon 
is  tight  for  the  likeliest  partners.  Eu 
pean  phone  companies  are  investi 
heavily  in  their  own  deregulating  m; 
kets,  and  other  players  are  coping  w 
the  global  recession.  Motorola's  fur 
raising  effort  also  suffered  in  Augi 
when  the  Federal  Communications  Co 
mission  declined  to  award  Iridium  a  j: 
neer's  preference,  a  way  to  circumv 
the  lengthy  licensing  process.  The  F 
said  the  satellite  proposal  was  not  no 
enough  to  merit  special  treatment. 
OVERSOLD?  Plenty  of  potential  partn( 
have  turned  Iridium  down.  "I  see  bet 
uses  for  our  investment  dollars  ri^ 
now,"  says  .MCI  Communications  Co 
Chairman  Bert  C.  Roberts  Jr.  Canad 
satellite  operator  Telesat  Inc.  and  fin 
cially  troubled  British  Aerospace 
balked  at  the  steep  investment, 
thought  the  level  of  financing  they  w( 
looking  for  was  not  in  line  with 
risks,"  says  Kevin  Smyth,  a  Tele: 
corporate  development  officer. 

Motorola,  however,  says  it 
meet  its  timetable  for  completi 
the  private  placement.  "Frankly 
will  be  oversold,"  says  Vice-Ch; 
man  John  F.  Mitchell.  He  says 
has  both  written  and  verbal  comn 
ments  from  investors  in  Japan,  C 
ada,  and  elsewhere,  although  he 
dines  to  name  any  because 
offering  stipulates  that  all  will 
named  at  once. 

One  individual  whose  spokesn: 
says  he  is  considering  backing  Ir 
um  is  Kazuo  Inamori,  chairman 
Kyocera  Corp.  and  DDI  Corp.,  Mot 


INFORMATION  PROCE; 


'So,  learn  anything  about  that  company?" 


"/  think  it's  in  trouble'.' 


"Shaky  financials? 


"In  two  years,  they'd  be  better  off  selling  leisure  suits'.'  "Where  do  you  keep  your  crystal  ball,  anyway? 


The  answer  is  in  Dialog. 


;rmc?f!on— complete,  precise,  up- 
the  minute.  It's  your  most  powerful 
iiness  tool.  Find  exactly  what  you 
d  to  know  fast  in  Dialog,"  the  world's 
t  and  largest  electronic  library.  We 
!r  over  400  diverse,  detailed  data- 
es  readily  accessible  online  via 
nputer  and  modem,  many  even 


on  compact  disc.  You  probably  won't 
have  to  look  anywhere  else.  See  your 
Information  Specialist  about  Dialog. 
Or  call  for  a  free  kit  on  Dialog  infor- 
mation for  your  industry. 


1-800-3-DIALOG 


Outside  U.S.,  415-8>8  3785  Fax  415-858  7069 


Dialog  Business  Tools:  For  marketing, 
finance,  manufacturing,  and  manage- 
ment. Full-text  industry  reports,  financial 
tables,  worldwide  company  data,  market 
data,  patents  and  trademarks,  techni- 
cal articles,  atrrent  news.  From  DSdB, 
SSf^P,  Reuters,  Teikoku,  McGraw-Hill, 
Knight-Ridder,  and  many  other  sources, 
many  updated  daily,  even  continuously. 


DIALOG  INFORMATION  SERVICES,  INC. 

A  KNIGHT-RIDDER  COMPANY 


'1  Dialoji  Intormdtion  Servii.es,  Inc.,  ^4bO  Hillview  Avenue,  PjIu  AJto,  Calitornia  94304  All  nghts  reserved  DIALOG  is  a  servicemark  of  Dialog  Information  Sen,K.cs.  In>_ .  Registered  I'  S  Patent  and  Trademark  OHice 


The  HP  95LX. 

PC  Power.  Organizer  Price. 


It  looks  like  an  ()i>*aniz('r.  It's  the 
same  size.  It's  rvcn  about  the  same 
price.  But  the  HP  f»r)LX  palmtop 
PC  gives  you  so  nuu  h  more  than 
any  organizer 

You  can  use  the  HP  !»5LX.just  as 
you  would  your  PC.  All  tlu'  fea- 
tures you  need  are  l)uilt  riglit  in. 
MS-DOS,  Lotus"  1-2-3  and  a 
financial  calculator  And  t  he  512K 
RAM  version  of  the  HP  95 LX  has 
enougli  power  to  let  you  store  and 
retrievi'  large  amounts  of  data.  You 
can  copy  files  from  your  (leskto|) 
computer  riglit  into  your  i)almt<)p. 
There's  even  a  plug- in  slot  to  let 
you  add  optional  PC  applications 
or  memory. 


WIk'U  vou  need  to  gel  organized, 
the  HIMtfiLX  does  that,  too.  It 
comes  with  an  appointment  hook, 
phone  book  and  memo  editor  But 
why  just  get  organized  when  you 
can  get  PC  power? 

To  find  out  about  the  HP  05LX, 
see  your  IIP  retailer  To  find  your 
retailer,  call  S()()-44:M254,  Dept. 
29  in  the  U.S.  ( )r  S()()-3S7-3867 
in  Canafla. 

Be  sun'  to  <tsk  t/Diir  nidilrr  (ilxml 
thr  uciv  low  ]>ri(  e. 


Whp\  HEWLETT 
mlUM  PACKARD 


ola's  cellular-phone  partner  in  Japai 
Japanese  newspapers  have  reported  in: 
mori  may  be  assembling  a  group  of  eon 
panies,  including  DDI  and  Kyocera,  t 
take  a  157'  stake. 

Iridium's  prospects  would  be  more  S( 
cui'e  if  Motorola  had  not  ruffled  th 
feathers  of  some  potential  allies.  It  ar 
tagonized  the  staff  of  the  Internationj 
Maritime  Satellite  Organization,  a  cor 
sortium  that  provides  communications  t 
ships  and  jjlanes,  by  claiming  that  th 
consortium  was  a  likely  partner,  a 
though  it  had  agreed  only  to  conside 
the  deal.  Inmarsat's  owners — a  group  c 
companies  from  64  countries — can  d( 
cide  on  their  own  about  Iridium.  But  th 
staff  is  clearly  inclined  to  recommend 
rival  system.  Motorola  wanted  "to  fore 
Inmarsat  to  go  to  bed  with  Iridium  b( 


THE  'BIG  LEOS' 
FACE  OFF 


Here  are  the  leading  companies  hoping 
to  launch  systems  of  large  communica- 
tions satellites  in  low  earth  orbit,  known 
as  'Big  LE05': 

Company 

System  name 

Estimated  cost 

MOTOROLA 

Iridium 

66  satellites 

$3.4  billion 

TRW 

Odyssey 

1  2  satellites 

$1.3  billion 

LORAL/ 
QUALCOMM 

Globalstar 

48  satellites 

$830  million 

CONSTELLA- 
TION 

Aries 

48  satellites 

$294  million 

ELLIPSAT 

Ellipsoll 

12  to  24 
satellites 

$250-$400 
million 

DATA  BW 

fore  it  was  ready,"  asserts  Jai  Sing 
general  manager  of  a  project  to  stuc 
Inmarsat's  mobile  satellite  options. 

Motorola  didn't  help  itself  last  Jun 
when  former  Chairman  Robert  W.  Gi 
vin  wrote  to  then-Secretary  of  Sta 
James  A.  Baker  HI  protesting  a  pr 
posed  Inmarsat  system.  Communicatiot 
Satellite  Corp.,  the  U.  S.  company  th; 
owns  25/'  of  Inmarsat,  fired  off  a  letti 
to  Vice-President  Dan  Quayle  in 
sponse,  charging  that  "Motorola  wan 
to  coerce  Inmarsat  into  an  alliance." 

Meanwhile,  four  other  proponents  b 
sides  Iridium  have  asked  for  FCC  permi 
sion  to  launch  so-called  Big  LEO.s  (lo^ 
earth-orbiting  satellites)  systems  (tabk 
Inmarsat  may  follow  suit,  althouj; 
some  experts  say  there's  room  for  x 
more  than  two  networks. 

Securing  financing  would  give  Iridiu 
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MLTEL  WAN1S  YOU  TO  KNOW 
rHAr  WHEN  SERVICE  FALLS  SHOR^ 
«0  EXCUSE  IS  GOOD  ENOUGH. 

3t  WilTel;  service  isn't  a  "buzz  word"  for  the  '90s.  Superior  semce  is  vvtiat  we've  always  delivered. 
We  offer  the  Meridian  1  comnumication  system  designed  bv  Northern  Telecom  to  deliver  flexibility,  expandibility  and 
ipendabillty.  And  it's  backed  by  our  custom-tailored,  person- 
ized  service.  That's  why  more  businesses  are  choosing 
'ilTel  for  everyt.hing  from  key  systems  to  full-scale  outsourcing. 
So  if  your  current  PBX  supplier  is  falling  down  on  the 
b,  call  WilTel  Communications  Systems  at  l-800-324-0f)(J8. 

TIte  Meridian  1   ^  — — - 
(rjmniumcalion  systev,   '^^^^  WIIjIEL 
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A  diamond  is  iorevec 
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A  world 
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a  g;iant  leg  up  in  winning  an  FCC  licen^ 
to  operate  in  the  U.  S.  And  an  intern 
tional  team  of  investors  would  help 
obtain  licenses  in  other  countries. 
Some  critics  still  question  whether  t\ 
arket  for  satellite-based  voice,  dat 
and  paging  ser\ices.  designed  to  compl 
ment  existing  terrestrial  networks,  c£ 
justify  Iridium's  stupendous  startv 
cost.  Even  some  who  agree  with  Moto 
ola  that  satellites  make  sense  belie\ 
that  fewer  birds  can  do  the  job  for 
fraction  of  the  cost.  Some  also  claim  th; 
they  can  beat  Iridium's  1998  launch  ij 
several  years.  Ellipsat.  for  one.  says  i 
proposed  12-  to  24-satellite  system  wou 
charge  callers  just  50e  a  minute,  vs.  S3 
minute  for  Iridium.  Mary  Ann  Elliol 
president  of  consultant  ArrowheE 
Space  &  Telecommunications  Inc..  sa; 
Iridium  is  "a  Rolls-Royce  when  a  Che^ 
would  do." 

REWORKING.  Motorola  has  alreac 
scaled  dov.n  its  original  proposal.  Tl 
redesigned  network  now  calls  for  66  sj 
ellites.  down  from  77 — prompting  waj 
to  suggest  renaming  it  Dysprosium,  f 
the  element  with  66  electrons.  Even"  ss 
elHte  will  send  out  48  beams  that  c; 
each  handle  about  230  calls.  Rival  LE* 
setups  plan  to  provide  fewer  beams  p 
satellite  and  fewer  satellites,  limitii 
their  capacity  and  geographic  coverag 

Iridium's  intersatellite  links  wou 
also  give  it  an  unmatched  ability  to  ' 
cate  precisely  the  source  of  a  call  ai 
complete  the  connection  all  within 
seconds,  says  Motorola,  by  passing  ca 
directly  from  satellite  to  satellite.  T 
other  proposals  would  bounce  a  c; 
from  a  satellite  to  land  and.  if  necessai 
back  to  another  satellite. 

Iridium's  setup  would  allow  it  to  gi 
a  cut  of  each  call's  revenue  to  pho 
companies  in  the  countries  where  t 
call  is  originated  and  completed  a 
where  the  subscriber  is  based.  Motorc 
says  all  of  the  major  technical  issues 
make  this  work  have  been  resolved.  B 
some  possible  investors  worry  about  t 
complicated  system:  "There's  a  lot 
technological  risk,"  warns  a  Deutsc 
Bundespost  Telekom  source. 

In  the  end,  says  Mitchell,  the  mati 
boils  down  to  one  all-important  diff 
ence:  Iridium  will  pi-ovide  subscribe 
with  units  that  offer  high-quality  sou 
an\-where,  including  indoors.  The  othe 
he  says,  will  have  to  be  used  outsic 
But  long  before  Motorola  can  even  thi 
about  putting  its  technological  claims 
the  test,  it  must  reel  in  some  deej>po< 
eted,  patient  backei-s  willing  to  pay  i 
them.  And  the  fishing  season  is  drawi 
to  a  close. 

By  Lois  Tiierrien  in  Schaumburg.  i 
and  Mark  Leuyn  in  Washington,  w 
Robert  XcfT  in  Tokyo  and  bureau  repor 
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cial  Issues 


FAMILIES  I 


WHEN  THE  ONLY  PARENT 
IS  DADDY 


Often  poor,  he  gets  little  help  from  social  agencies  and  companies 


When  Roy  E.  Jenkins  discov- 
ered that  he  had  cancer  last 
February,  he  had  to  take  an 
unpaid  lea\  e  from  his  jol)  as  a  landscap- 
er  for  the  W'ashintjton  iD.C.I  transit  sys- 
tem to  undergo  radiation  and  chemo- 
therapy. The  city's  medical  plan  paid 
those  l)ills.  But  Jenkins.  ;35.  soon  ran 
out  of  money  to  pay  his  mortgage  and 
feed  his  three  children,  ages  9.  12.  and 
l;3.  whom  he  has  reared  since  his  di- 
vorce seven  years  ago. 

Jenkins  applied  for  welfare.  l)Ut  the 
agency  merely  told  him  to  tr\'  to  collect 
the  child  sujiport  of  S:318  a  month  that 
his  former  wife  owed  him  and  didn't  al- 
ways i)ay.  Child-support  officials  weren't 
much  help,  either.  Jenkins,  a  Maryland 
resident,  complained  for  months  and 
wrote  his  city  council  representative  and 
I'.  S.  senator  until,  finally,  the  child-sup- 
port agenc\'  got  an  arrest  wari'ant  for 
the  former  Mrs.  Jenkins.  It  still  hasn't 
been  enforced,  even  though  Jenkins  had 
to  declare  personal  liankruptcy  to  avoid 
foreclosure  on  his  house  before  he  re- 
turned to  work  in  Atigust.  "Now  I  know 
how  a  lot  of  single  mothers  feel."  says 
Jenkins.  "I  can  understand  why  they're 
Si  I  frustrated  with  the  system  and  with 
mtn  not  paying  their  child  support." 
I  Ian  Quayle  and  Murjjhy  Brown  fo- 


cused national  attention  on  single  moth- 
ers last  summer,  but  what  about  their 
male  coimterparts?  Since  1980.  the  num- 
ber of  single  fathers  has  doubled,  to 
nearly  1.4  million  i chart).  While  that's 
still  a  fraction  of  the  country's  8.7  mil- 
lion single  moms,  the  ranks  of  single 
dads  have  grown  at  6%  a  year  in  the 
past  decade— doul)le  the  rate  for  single 
mothers.  Today,  fathers  head  nearly  14% 
of  all  single-jiarent  households. 
IGNORED.  Yet  they  seem  to  he  all  but  in- 
\isible.  Academics  and  policy  experts 
know  little  about  these  men  and  their 
children  and  what  their  jjroblems  might 
be.  Ditto  for  most  companies,  whose 
work/family  effort  s 
are  geared  mainly  to 
women,  and  for  gov- 
ernment programs 
such  as  welfare  and 
child  support— rlespite 
evidence  that  many 
families  headed  !iy 
single  fathers  are  pcn'- 
erty-stricken  and  need 
help.  "Single  fathers 
lU'e  an  aspect  of  di\  er- 
sity  in  the  work  force 
that  no  one  is  ])aying 
attention  to."  says 
James    A.  Levine. 
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SINGLE  FATHERS: 
GROWING  RANKS 


1,400  -THOUSANDS  Of  FAMILIES 
WITH  CHILDREN  UNDER  18 
CARED  EOR  BY  FATHER 

1,050   


10%        12%  14% 
SHARE  OF  ALL  SINGLE-PARENT  FAMILIES 


head  of  the  Fathei 
hood  Project,  a  Ne^ 
York  group  that  stuc 
ies  the  involvement 
men  in  child-rearin; 
As  awareness  of  th 
is.sue  spreads,  it's  lik( 
ly  to  affect  everythin 
from  government  pr^ 
grams  to  corporat 
benefit  plans. 

A  variety  of  soci 
and  economic  change 
has  been  propellin 
the  increase  in  sing 
fatherhood.  For  muc 
of  this  century 
\  orce  courts  assume 
that  young  childre 
needed  their  mothei 
for  proper  psycholog 
cal  de\-elopment.  Th 
theory  gave  way 
I  lie  197Us  to  one  that  says  judges  shoii 
do  what's  in  the  child's  best  interest 
which  can  mean  giving  children  to  i\ 
parent  who  will  provide  the  best  car 
The  courts  also  have  given  unwed  f 
thers,  whose  numbers  have  jumi)ed  fro 
68,000  in  1980  to  380.000  today,  moi 
rights  to  be  invoK'ed  in  their  kids'  li\'e 

These  trends  have  made  it  easier 
fathers  to  gain  custody  of  their  ch 
dren— though  mothers  remain  far  moi 
likely  to  ask  for  custody  and  win  a  leg 
battle.  "I  don't  think  men  have  an  equ 
shot  at  gaining  custody  today,  but  we' 
moving  rapidly  towai'd  equality  of  oppo 
tunity."  says  Marshall  J.  Wolf,  a  Clev 
land  lawyer  who  heads  the  Americ: 
Bar  Assn.'s  Family  Law  Section. 

The  women's  movement  has  playt 
a  role  as  well.  As  women  pushed 
thers  to  take  a  larger  role  in  paren 
ing.  it  became  more  acceptable  for  dac 
to  care  for  kids.  Witness  Kramer 
Kra))u-r.  the  1979  movie  starring  Dust 
Hoffman  as  a  dad  who  wants  custody 
his  child.  And.  as  more  women  worke 
outside  the  home,  they  gained  anoth 
.source  of  identity  in  addition  to  chil 
rearing.  "We  need 
lose  the  societal  ste 
eotype  that  there 
something  wTong  wi 
a  mother  if  si 
doesn't  have  her  ch 
dren."  says  Jennif 
Isham.  the  preside 
of  Mothers  Witho 
Custody,  a  nation 
support  group  f 
women  who  arer 
I'aising  their  kids. 

Joseph  Pipher 
one  father  who  h 
fliscarded  the  stere 


DAW:  CENSUS  BUREAU 


SOCIAL  IS 


Informix 
Database  Technology  Helps 
Domino's  Pizza 
Distribution  Cornoration  Deliver. 


When  Domino's  Pizza  Distribution  Corp.  wanted  to  manage  the  deliver}' 
of  perishable  food  ingredients  to  over  5,000  outlets,  they  turned  to  us,  Informix, 
the  experts  in  UNIX  relational  database  technology'. 
Nationwide  Commissary  Information  System. 

Domino's  Pizza  Distribution  Corp.,  the  distribution  company  for  the 
world's  largest  pizza  delivery  system,  needed  an  inventory  control  and  accounting 
system  to  enhance  the  flew  of  information  between  its  headquarters  and  supply 
commissaries.  Because  each  corporate  commissary  is  autonomous,  the  system  had 
to  be  open,  flexible  and  affordable  as  well. 

Domino's  Pizza  Distribution  ( '.orp.  chose  IntormLx's  UNIX  database  solution. 
Integrating  the  Entire  Operation. 

Domino's  commissar\'  information  system  manages  inventory,  accounting, 
payroll,  personnel,  and  truck-fleet  information  applications.  Although  each 
commissary  functions  independently  a  network  links  them  to  each  other  and 
brings  corporate-wide  information  to  a  single  headquarters  location. 

Domino's  and  thousands  of  other  companies  have  called  on  us  for  12  years 
to  successfully  handle  their  critical  data. 

If  you're  considering  UNIX  for  data  management,  talk  to  Informix. 
Because  we're  the  experts. 
Call  1-800-688-IFMX. 


fj  INFORMIX" 

THE  UNIX  DATABASE  EXPERTS. 


c  1-^2  lnl..rmix  Vihwjtc,  Inc  Iiil 
All  niher  njincs  inditdied  by  *  or 


iv  nr^;l^tereJ  trjdtnijrk  of  Inli-rmtx  Sotrwjrt,  Ini 
c  rtj^islercd  iradcmarks  ur  [r.idcmarks  ol  dieit  respi'i 


FOR  AD  RATES 
AND  INFORMATION 
PHONE: 
(312)337-3090 
OR  WRITE: 


mARKErrLAa 


BUSINESSWEEK 
MARKET-PLACE 
100  EAST  OHIO  STREET 
SUITE  632 
CHICAGO,  IL  60611 
FAX:  (312)  337-5633 


Telecommunications 


Boomerang  s  Advanced 
Features  Without  The  High 
Cost  Of  A  New  Machine. 


Upgrade  Your  Fax  With  The  Bwmerang  is  a  modular  atuchmeni  lo  your 

cM-^ting  fa\  that  provides  many  powerful  features 
d\aiidble  only  on  the  high  end  fax  mixtels  at  a  fration 
of  their  cost  *  It  is  equipped  with  1  MB  of  memon. 
that  can  store  up  to  60  pages  of  documents,  and  it  is 
compatible  with  any  standard  Group  3  fax  s  The 
Boomerang  allows  you  to  reineve  your  fax  from 
anywhere  in  the  world.  3  It  can  also  signal  your 
pager  when  a  fax  is  received.  *  It  stores  the  outgoing 
dtH-uments  v^hen  the  receiving  end  is  busy  and 
auiomaiicalK  retrys  later,  freeing  your  fax  for  other 
usage  *  li>  broadcast  capability  lets  you  send  the 
same  document  to  many  destinations  without  feeding 
the  onginal  through  the  fax  repeatedly.  *  You  can  also 
schedule  a  later  time  to  send  the  fax  when  it's  more 
cosi  effective  lit  can  handle  multiple  documents  with 
vanous  send  timei  s  it  will  !.tore  incoming  documents 
when  the  fax  is  out  of  paper,  and  pnnt  them  later 
when  a  new  roll  is  loaded.  *  If  your  document 
doesn't  reach  its  destination  intact,  the  recipient  can 
request  the  Boomerang  to  resend  it.  saving  you  the 
trouble  lo  locale  the  ongmal  and  fax  it- 
,  T.WJI  DESIGN  li':     t..'Fi\i:'OltHow^ol  Can  REDUCE YolrFa\.mio\ 

FRL'^TR.\TIO\  WITH  TUt  BOOMER.ANG  ".:  DE.ALER  INQUIRES  WELCOMED 

1.800.972.2075  OK  301.469.0621  IN  WASHINGTON  DC   ^ 


Presentation  Equipment 


The  most  advanced  pen  sized 

Laser  Pointer 
INFINITER 


Incredible  Low  Price 


$72 

S6  00  S4H 


Don't  Lose  Their  Attention!  55  oak  coun  oanvjie  ca  94526 

Bright  red  laser  dot  iets  your  audience  focus  on  Tei  510-820  1763  Fa«  510-820-8738 
your  topic  and  lets  you  direct  the  presentation  Ideal  for 
seminars,  classrooms  and  all  presentations 


CALL  800-854-6686 


Professional  Equipment 


The  professional 
weather  station 
comes  home. 


TnoRkN  io  the  Ueather  Uizara  II  nou  \ou 
can  have  a  tullv  sophisticated  weather 
monilonng  system  right  m  your  oisn  home 
Weather  Wizard  II  has  all  it  takes  to  watch  the 
weather  like  the  pros.  All  tor  only  S250, 

FEATURES  tNClUDE: 

•  Inside  i  Outside  Temps 
•Wind  Speed  &  Direciion 
'\\:nti  Chill 
•Time  &  Dale  ^ 
•Alarms 


Wmu  Wmn  II 

The  Professional 
Home  Weather  Station 

Or,  >250.  Add  $50  tor  sell-emptvmg  ram  coHecior 
Order  xiav,  1-600-678-3669  •  BW623H 

SVCifKjvrs*  ■  Wot5io*ih<«>ne  ca  rewienrti  add  njIs  Ut 
One-.*?-  •  VUiii  mcnei-tuci 


Franchising 


fr 


Exclusive 
Territories ' 

Continental  I  .S. 

OUNKIN' 
OONUTS 

1-800-5-43-5400. 

Rated  "      top  franchise  iar 
by  Entrepreneur 
Nlagazinc 

•|\UuM\ii\  ishmiu-d 
MkT  made  h\  pro^pcttuv 


Recycling  is  HOT! 

Nationwide  mobile, 
on  site  Fluid  recycling 
opportunities  now 
available  featuring 

Prestone 

RecyclingFormulas. 


AMERICAN 
FLUID 

TECHNOLOGY 


Approx  Investment:  S185K 

For  Franchise  Information 
1  800-334-4AFT 


Business  Services 


INTERNATIONAL  CALLS 
AT  LOW  U.S.  RATES 

With  CALLBACK'"  Computer 
Connected  to  Your  U.S.  Phone' 

•  Make  Calls  From  Anv  Countrv- 

•  Get  Billed  at  fS.  flares 

•  Easy  Installation 

•  Compatible  witti  Any  Phone  System 
Contact  Dolphin  Intertrade  Today! 

Phone:  305/383-7600  Fax:  305/383-8008 

Office  Supplies/Equipment 


THE  SENSATIONAL 
FAXSCANNER! 

Turns  your  fax  into  a  full  page  scanner! 
Only  $69.00.  Also  transforms  your  PC  into 
the  ultimate  fai  machine  with  WorkfFax! 
Only  $99.00.  Get  both  for  $149.00 and 
also  turn  fax  machine  into  a  laser  printer. 
Call  UNIVERSAL  COMPUTER  at 
(800)  457-4433  (305)  446-9905 
FAX  (305)  446-9928 


Sound  Systems 


PERMA  POWER. 


Portable  Voice  Reinforcement 
Speak  Anywhere. -.8  Models! 
Covers  Audiences  Up  To  3,000 
FREE  Color  Catalog 

1-800-329-3515 

SYLVIA  PRODUCTS 


Computer  Software 


How  to  Save 
Up  to  7%  of  Your  Payroll! 
TIMECLOCK  PLUS 

•  Time 

•  Attendance 

•  Scheduling  Software 

Call  for  free  information 
800-749-8463 


BARGAIN  BUNDLE 
$145 

Windows  3  1  plus  150  TruType  Fonts 
1500  Icons,  50  Sounds.  Icon  Author 

EXPRESS  USA 
Phone  (508)  875-8626 
Fax  (508)  820-0028 


Financial  Services 


A  VIDEO  for  the  NEW  INVESTOR 
"INTRODUCTION 
TO  MUTUAL  FUNDS" 

Order  now  from  Rider  Film 
6905  Rosewood  Avenue 
Los  Angeles,  CA  90036 
Send  check  for  $29.95  +$3.00  S/H 

(CA  res.  add  8  1/4%  sales  lax) 


Make  Money  in  the 
Stock  Market  with 
Telescan  Analyzer. 


Investment  Software  that 
Maximizes  your  Profits! 


Chart  technicals,  access  19  year  database. 
:  fundamentals,  quotes,  insider  trading,  news 
1  and  more.  Affordable  unlimited  use  packages 

available. 


LOW  COST  INCORPORATION-SO  STATIS 
NOUWYER'SFEE 


Full  senice,  complete  corporate 
package.  Superior  ta.\,  liabillt>  and 
privacy  protection  for  franchisee. 
consulting  and  other  businesses. 

Call  today! 1-800-462-4633 

or  I-302-12S-12UO 
Inc  Plan  IIS.\)  Incorporation  Center 
818  W  ashington  Street 
Wilmington.  DE  19801 


REAL  ESTATE  ACQUISITION 


National  Company  expanding  again  Will 
interview  person  to  buy  properties  in  your 
local  area  using  our  metlTods  •;vtt^  financing 
assistance.  No  license  or  expenence  is 
required,  F/T  P'T.  You  supply  local 
contacts,  we  supply  the  backup  support. 
SI  0-20.000  start-up  capital  required 
1-800-229-2669 


5-Year  Avg  Return  oi 
S&P  500.  Method  usee 
on  over  80  Mutual  Funds 


5200,000.000  Managed  (S25,000  min. 
FREE  DETAILS:  800-933-4384 
Global  Research 
I  POB  7041  Boca  Raton,  FL  33431 

I  "(Hypometicals)  Past  perlormance  no  . 
I  of  future  results 


Business  Opportunities 


PERSONALIZED  CHILDREN'S  BOOKS 


Turn  a  small  investment  into  that 
profitable  full  or  part  time  business  you 
have  always  dreamed  about! 

An  excellent  home  operated  business' 
Books  sell  fast  m  stores'  Ai  fairs'  Parties! 
IVIails'  Ormailorder  anywhere  there  are 
people  It  s  easy  lo  make  $4000  io  S8000 
per  month  making  and  selling  our  excit- 
ing line  of  personalized  books  (lor  chil- 
dren &  grown-ups)  Personalized  audio 
tapes  and  stationery  available  also 

CALL  TODAY!  (214)  248-9100 

D&KENTERPRISES.  INC. 

32l5Commander  Drive,  Suite  101 

Dept  21 

Carrollton.  Texas  75006  


REPAIR  CRACKED  WINDSHIELD 


Earn  $90,000  Yearly  Repainng 

-  not  replacing  - 
Large  Cracks  in  Windshields 

CALL  1-800-826-8523 
or  write  The  Glass  Mechanix  Inc. 
5313  Nob  Hill  Rd.  •  Sunnse,  FL  3335 


SORBENT 
SOLUTIONS 


Largest  and  most  compreht- 
environmental  spill  sorbent  mai  r 
seeks  excellent  industnal  distni 
who  have  constant  contact 
industrial,  chemical,  oil  end-i. 
Detailed  marketing/  sales  sup] 
prosnded  plus  fastest  selling  products 

Contact: 

Mark  S,  Johnson,  VP 
Oll-Dri  Corporation  of  America 
520  North  Michigan  Avenue 
Chicago,  IL  60611 
Tel:  312/321-1515  or  800/233-980: 
Fax:  312/321-9525 


AND  INFORMATION 
PHONE: 
(312)337-3090 
OR  WRITE: 


mm  am  w^ffi wib^^  m^m  r r&bfi 

mARKETrLAa 


MARKET-PLACE 
100  EAST  OHIO  STREET 
SUITE  632 
CHICAGO,  1160611 
FAX:  (312)  337-5633 


Art/Collectibles 


Now  you 
too  can 
own  a 

Remington  Bronze. 

rst  time  offered:  limited  edition  collection. 
)lid  bronze  set  of  7  Remington  bronze 
ulplures  on  a  beveled  marble  base  30  "  tall 
^rtificate  of  Authenticity  Outstanding  decor  for 
fice  or  home.  Give  an  investment  that  will 
iver  be  forgotten.  Priced  at  only  $675.00  each. 
iQ%  money-back  guarantee.  For  photographs 
id  details,  call  toU  free  1-800-955-0080. 

Tlantation  Qcdleries,  Inc. 

Fine  Bronzes  for  Discriminating  Cooectors 
EiEPHONE  (800)  955-0080  •  Fax  (305|  854-0023 
42103  Fisher  Island  Drive, 
Fisher  Island,  FL  33109-1267 

Christmas  Items 


resh  Cut  7  ft.  Christmas  Trees 

Starting  At  $59.95 
Incl.  Snipp  ng 
UPS  Direct  To  Your  Door 
Money-Back  Guarantee 
VISA-MasterCard 

Not  aimlabU-  m  CA  &  M  I 

1-800-433-4400 

lorth  Country  Fanns 

512  S  Maple,  Traverse  City,  Ml  49684 


Health/Fitness 


Executive  BackChair 


Enginwred  for 
ciLstomized  orthopedic 
support  to  prevent  and 
relieve  back  pain. 

♦  Forvvardlilt 
Icattirc 

•.■\d|iistalilc 

neck  rest 

•  Btiili  in  ad|usial)lc 
luniliar  .support 

Net*'' 

To  fit  individuals  from  S'2"  up  to  6'6" 


BackSaver  cau  1-800-251-2225 . 

  fax  i4  hr*.  l-«)0-4i.V9(in') 

5.^.Itffrn  Ave.  BWl.  HoUisloii.  .\U  01746 


Menswear/Fashion 


The  best  underwear  anywhere. 

Wr 
1 


C^fJSa  lioxers.bnelsandunderehins. 

Vi\  Finest  qualify,  !00%cot1on 
t    .Vt  labHcs  including  Sea  Island 
^  Cotton.  Not  sold  in  stores. 
For  exclusive  catalog- 

.^.THF'*1 

GREEN  POND 
COMPANY 


Uepl  12  30(jO  Ptachtree  Rd  , 
Ailania  GA  30305.  1 .800-827.POND 


Corporate  Gifts 


SEND  US  ANY 
BUSINESS  CARD 

?  will  engrave  1  beaut 
l!y  on  this  indestruct 
s  solid  b.'ass lag  2'/t 
ig  Perfect  to  go  on 


ur  keycfiain.  luggage,  atlactie  s,  etc  Useful  lile- 
le  gilts  Full  price  $1 0  eacti,  3  lor  $25  You  must  be 
lighted  or  your  money  back'  Solid  brass  ctiains 
;ludea  We  sliip  in  5  days  li^ail  orders  direct  to 
GIN  ENGRAVING  CO.,  522  Stevens  Ct.  Depl  2, 
mdee,  Illinois  601 18 


"60  NUTS 
WITH  US!" 


Fresti 

NEW  CROP  PECANS  - 
gift  for  eveiy  person  on  your  list.  Packed 
in  unique  gtft  containers  - 
stiipping  and  gift  card  included. 
For  Free  Catalog  call  1-S00-4PECANS. 

^         P  0  Bo,  HU  ■  ilstinemll.  T-  7M(n  > 


Ambassador  Lapel  Flags® 
Your  Logo  with  any  2-flag  mix 
•  24K  Gold  finished    •  Full  colors 

•  100%  U  S  A  -made 
We'll  custom-make  any  emblem  for  you' 
Delivery:  14  business  days  Worldwide 
TME  Co.,  Inc.  101  Bel  Air  Drive 
NewMilford,  CT  06776,  USA 
(800) 535-5255  •  Fax  (203)  354-2786 


ORPORATE  Apparel,  Luggage  and  Accessories 


^all  or  write  for  Free  Catalogue. 
•  1-800-648-3699    •   Fax  (216)  847-6760 


ssories 

-  '  'M  XNUKAC  I  UKI^JC 
5199  fuldtioning  Ave  . 
Suite  E.  Warren, 
OH  44483 


Th 


e   Pocket  Briefcase 

It  key  facts  quictily  and  tncompicuously 
'ith  our  Pocket  Briefcase.  Write  freely  on 
andard  3x5  cards  and  store  them  in  a 
•cond  compartment.  The  flip  side  has  one 
tmpartment  for  your  business  cards  and 
notherfor  those  you  collect.  Made  of 
ixurioiis  saddle  tan  leather  in  the  right 
ze  to  hold  lots  of  cards  yet  still  fit  easily 
I  your  jacket  or  pants  pocket.  (4'^/'  x  6'i") 


TM 


^9-95  +  $5-95  shipping,  or  2  or  more  for 
27.95  (each)  -t  $5.95 shipping 
loney-Back  Guarantee  •  Catalog  on  Request 
c/viSA/AMEx/Di/check  .800-544-0880 


LEVENGER" 


975  S.  Congress  Ave. 
Code  BWPB2,  Delray,  FL  33445 


Wine  Cellars 


WINE  CELLARS 


BY 


28  HANDMADE  WOOD  MODELS  ♦  1 14  TO  3400  BOTTLES  ♦ma'de  in  u  s a 

FACTORY  DIRECT  TO  YOU  ^'^^TscovrR^"^" 

YOUR 
COST 
SI  695 
1995 
1795 
995 
1195 
1995 
2995 

-J    Designers' non  wood  model  60  bottle  glass  door  899  659 

VinOtemp  Int'l  ♦  1 34  W  1 3 1  st  St  (PO  box  6 1 6 1  E)  ♦  Los  Angeles,  CA  9OO6 1 
CALL  800/777-VINO  (777-8466)  or  213/719-9500  fax  213/719-9518 

IMMEDIATE  SHIPMENT  ON  MOST  MODELS  WE  WILL  NOT  BE  UNDERSOLD  ♦  CALL  US  FIRST 


MODEL 

DESCRIPTION 

APPRX  CAPACITY 

SUGG 
RETAIL 

440 

Upright 

400 

S2495 

700 

Upright 

600 

2995 

296 

Credenza 

280 

2695 

114 

Compact 

114 

1395 

230 

Two  Doors 

230 

1796 

700FUR 

Fur  Vault 

8  to  10  Furs 

2995 

700HH 

His  and  Hers 

300  bottles  4/5  Furs 

3995 

Corporate  Gifts 


Free  Shirt/Free  Logo 


Before  we  custom  embroider  your  logo  on  our  great  quality,  lOO"/n  cotton, 
American  Made  polo  shirt,  we'll  give  you  one  to  wear-test,  and  make  up 
your  logo,  tree.  T17  our  shirt,  see  your  logo.  Find  out  for  yourself  why  our 
shirt  with  your  logo  is  better  than  Lacoste  or  Ralph  Lauren.  Minimum 
order  just  12  shirts.  Free  shipping  tor  internatumal  orders.  More  Info?  Call 

1-800-847-4478       (Fax  1-718-782-4614) 
The  Queensboro  Shirt  Company 

L>pt.  BW2 11 ,  80  N  5th  St.,  Greenpoint,  NY  1 1 2 1 1 


Hi        (150  pc.  minimum) 
▼Gain  recognition  from 
neckties  customized 
with  company  logo. 

Free  literature  upon  request. 


4 


Barnard-Maine  LTD. 

P.O.  Box  275 
Castine,  ME  04421 
Outside  ME  TEL:  207-326-9179 

SOO-962-1526  FAX:  207-326-9080 


IMAGE 
BUILDERS 


PROMOTE  YOUR  BUSINESS! 

EVERYDAY  LOW  PRICES  ON... 


IMPRINTED 
COFFEE 
MUGS  AS 
LOW  AS 

$1.29 


IMPRINTED  SOLAR 
CALCULATORS  /J^a// 

AS  LOW  AS  W 


$2.69 


EMBROIDERED 
CAPS  AS 
.  J:-        LOW  AS 

$3.99 


CALL  FOR  FREE  CATALOG 

1-800-792-2277 

FAX  1-510-786-1111 
THE  CORPORATE  CHOICE 


FOR  AD  RATES 
AND  INFORMATION 
PHONE: 
(312)337-3090 
OR  WRITE: 


BUSINESSWEEK 
MARKET-PLACE 
100  EAST  OHIO  STREET 
SUITE  632 
CHICAGO,  IL  60611 
FAX:  (31 2)  337-5633 


Books/Cassettes 


"...their  finest  hour..." 

Hear  Churchill's  Immortal  words 
In  his  own  great  voice. 
Wartime  Speeches  of 

Winston  Churchill 

2  cassette  set,  imported  from 
England,  $15.00  +  3.50  s/h. 
Powerful  and  Inspiring. 

Order  toll-free  800.370  1066 

Davis  &  Co  .  P  O  Box  3816 
Portland,  Maine  04104 
tel:  207.780  1607 


BUSINESS 
PLAN 


PowerPlan  is  a  remarkable  3  vol  work- 
book set  to  do  your  solid  business  plan 
No-nonsense  instructions,  questions,  & 

sample  Get  a  head  start  on  success. 
30  day  guar  S69.95  -i-  8.95  S/H 

362  Surber  Dr,  San  Jose,  CA  95123. 

Business  Services 


Lawsuit 
Protection 


Everything  you  own  can  he  wiped  out 
by  a  lawsuit  or  a  serious  business 
reversal.  Now  there  is  a  new  book- 
written  by  two  attorneys--devoted 
exclusively  to  Asset  Protection 
strategies.  You'll  learn: 

•  Why  every  business  owner, 
property  owner  and  profes- 
sional needs  Asset  Protection 

•  How  to  protect  all  of  your 
property  from  lawsuits  and 
claims 

•  Why  Living  Trusts  and  gifts 
to  your  spouse  won't  do  the 
trick 

•  How  to  set  up  the  right  plan 
now  before  it's  too  late 

•  When  you  can  use  a  Foreign 
Trust  for  absolute  protection 

Call  to  Order 

LA  WS  HIT  PROOF  Protect i  ng  You  r 
A.s,sv/.s-  Front  Lawsuits  and  Claims 

1-800-223-4291  $49.95 

U'l  1  s  ,$4  95  S&H  I  M..\,sTlHl  'AKIi  &  Vl.SA 
:H(|.[IAY  MdMKV  Bai  K  GliARANTKF. 


Sales  Promotion/Markeling 


...  a  different  drummer 

Subscribe  now  to  ensure  you  receive  the 
Diamond  Jubilee  Issue  [  wmtcr  i99J). 

$16.50  a  year 

vi':Rr>ATijM'.rNrLir62^7^ 

The  Language  Quarterly 

(MCA/ISA  ONLY)  800-999-2266,  OPR  15 


Sales  Leads  &  Mailing  Lists 


•  10  Million  U  S  Businesses  - 

•  78  Million  Consumers/Residents 

•  Of  Any  List  You  Need' 

FREE  Catalog  -  Call  (402)  331-7169  or  wrile 
American  Business  Lists 

PO  Box  27347  •  DepI  01-062 
Omaha.  NE  68127  •  FAX  (402)  331-1505 


Business  Services 


INCORPORATE  IN  ANY 
STATE  BY  PHONE 


$99 


plus 

state  fees 


Call  toll  free  today:  (800)  877-4224 
CORPORATE  AGENTS,  INC. 


Travel/Golf 


FAIRWAYS 

oftheWORLD 


GOLF  HOLIDAY  SPECIALIST 

USA.  Caribbean.  Europe, 
Florida.  Golf  Cruise 

305-566-4994 


Education/Instruction 


EXTERNAL  DEGREES 

BA/BS  IVIS/MBA  PhD/JD 
I  Credit  for  work  /life  exp  •  Accredited 
(800)  444-8569  (24  hrs.) 

LaSalle  University 

I  Dept.  569  Mandeville,  LA  70470-4000 


COLLEGE  DEGREE 

BACHELORS  •  MASTERS  •  DOCTORATE 

For  Work,  file  and  Academic 
Experience  •  No  Classroom 
Attendance  Required 

Call  (800)  423-3244 

or  send  detailed  resume 
for  Free  Evaluation 

Pacific  Western  LInivcrsity 

600  N  Sepulveda  Blvd  Dept  170 
Los  Angeles,  CA  90049  USA 


Cable  TV 


FREE  CATALOG!  1-800-345-89 
JERROLD  HAMLIN  OAK  ETC 

CABLE  TV  DESCRAMBLERS 


•  Special  prices'  •  Compare  Our  Low  Rett 
Prices!  •  Orders  From  Stock  Stiipped  Immediateh 
•  Guaranteed  Warranties  &  Prices!  'j 
•  All  IVIaiot  Credit  Cards  , 
PACIFIC  CABLE  CO,.  INC,  ' 
73257.  Reseda,  Depl  861    Reseda,  CA  9133! 
For  catalog,  orders  8.  info  1-800-345-892i 


MBA  Degrees 

through  home  study  in  Marketing, 
Management,  Human  Resources, 
Health  Care  Administration,  Inter- 
national Business.  Save  time,  effort 
and  money  for  AA.  BBA  &  MBA. 
Gel  the  facts  and  see  for  yourself. 
Call  (800)  477-2254,  Southern 
California  University,  202  Fashion 
Lane-BW,  Tustin  CA  92680 


RESEARCH  RffORTS 

19,850  academic  topics  available! 
Send  $2  00  for  the  290-page  catalog 
Custom-written  reports  also  available 
RESEARCH  ASSISTANCE 
11332  Idaho  Ave  ,  #206BF, 
Los  Angeles,  CA  90025 
Toll  Free  Hotline:  800-351-0222 
(California:3i0-477-8226) 


Business  Financing 


We  Have  The 
Financing  Sources 
You  Didn't  Find  ! . 


Over  5,000  aggressive  lenders  & 
equity  investors  on  eomputer  diskette. 

DataMcrgc,  Inc. 
800-228-1372 


Free  Demo  Disk 


CABLE  TV  DESCRAMBLEIV 

CONVERTERS,  ACCESSORIE! 

Name  Brands.  Lowest  Prices.  Best  Servlci; 
For  FREE  16-page  color  catalog  call 

"c'o'i.%"/Nr(800)234-100( 


CABLE  T.V.  EQUIPMENT 
Why  Pay  High  Rental  FeesT 


Replacements  tor  all  models,  SO  day  uncc 
ditlonal  money  back  guarantee  Low  Pric< 
Ship  within  ?.A  hours  SSAE  for  free  catak 
Visa,  MC,  COD  Let  our  experience  work 


you 


1-800-243-3967 

SKYLINE  SYSTEMS  INC, 
1^04         114  S.  Euclid  Ave.  Al 
Park  Ridge,  IL  60068 


Newsletters/Periodicals 


Environmental  Law  New; 

ELN  is  a  monthly  newslette 
for  managers  who  want  to  fol 
low  environmental  legal  devel 
opments  around  the  country.  / 
one  year  subscription  is  $49, 
For  a  sample  Issue  call: 
1-800-225-0790 
^m(708)  256-1270  (Fax) 
%AEnvironmental  Law  New: 
J3|         P.O.  Box  146 

Wllmette,  IL  60091-014( 


ADVERTISE  IN  THE  BUSINESS  IVEE/C  MARKETPLACE... 
AND  REACH  6.8  MILLION  RESPONSIVE  READERS!! 

For  rates  and  information  mail  or  fax  this  coupon  today!  The  next  Marketplace  section  closes  on  November  24. 

NAME:  

COMPANY:   


ADDRESS: 
CITY:  


PHONE: 


STATE: 
FAX: 


ZIP: 


\1ai\  or  fax  to: 


Business  Week  Marketplace 
100  East  Ohio  Street,  Suite  632 
Chicago,  IL  60611 


OUGHT 


Recorder  weighs 
less  than  your 
wallet  and  hides 
in  your  hand. 
So  consider  the 
W(Mibilities.  All 


GIV 


It  collects  your 
thoughts.  It  ; 
takesyour  notes 
and  memos. 
Yet  the  unique 
Olympus  L400 
Microcassette'" 


Pearlcorder  L400 

MlCROCASSeTTE  "ECOnDEH 


L 

a 

OI^TMPI 

f  taping  iipf^  h 

nKbiiri'.  Or  wnle  Olympus  ( 

The  Best  of 
Stage,  Screen, 
and  Television 
on  Video! 


THE  VIDEO  CATALOG 

features  a  wide  selection  of  your 
favorite  British  comedies  and 
dramas,  performing  arts  and 
documentaries,  children's 
classics,  family  entertainment, 
and  more  hard-to-tlnd  videos  for 
the  discerning  viewer. 

For  your  free  one  year  calalof;  subscription, 
please  mail  (he  coupon  below. 


Q  Yes,  please  start  my  FRKK  one  year 
VIDEO  CATALOG  subscription 

Name  

Address  


-Apt. 


.  Zip  _ 


Mail  to:  THE  VIDEO  CATALOG 
1000  We.st!;ate  Drive.  Dept.  5033 
St.  Paul,  MN  55114 
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The  first  US.  college  economics 


textbook  published  for  the 
emerging  free  market 


system  of  the  new  Russia 


for  attorneys  and  accountants 


that  calculates  and  prepares 


Federal  Estate  Tax  Returns. 


Shepard's  Federal  Estate  Tax  Software 

At  McGraw-Hill,being  first 
Imost  second  nature. 


m 
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The  first  satellite-delivered 


price  and  news  system 


tailored  to  tlie  $l()0-billion 


natural  gas  industry. 


'9M  U-* 


The  first  worldwide 
securities  identification  system 
on  CD-ROM  laser  disk. 
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In  print  through  books,  magazines  and  newsletters  •  On-line 
over  electronic  networks  •  Over  the  air  bytelev.s.on^sate  hte  and  FM 
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'ersonal  Business 


EDITED  BY  AMY  DUNKIN 


THE  BIGGEST  TAX  BANG 
FOR  YOUR  CHARITY  BUCK 


You  know  the  winter 
holidays  are  nigh  when 
your  maill)Ox  bulges 
with  charity  appeals.  Many 
people  respond,  hoping  to  do 
some  yearend  tax-cutting 
while  they  throw  a  few  bucks 
at  their  favorite  causes.  Be- 
fore generosity  overcomes 
you,  it  pays  to  understand 
when  the  tax  code  rewards 
charity— and  when  it  does  not. 

It  doesn't  necessarily  fol- 
low that  the  more  you  give 
away,  the  more  you  save  on 
taxes.  Charitable  donations, 
like  other  itemized  deductions, 
art-  subject  to  limits.  Some 
kinds  of  contrilmtions  are  ful- 


ly deductilile,  others  only  par- 
tially, and  still  others  not  at 
all.  Similarly,  how  much  you 
can  give  depends  on  the  kind 
of  charity  you're  funding. 
PERSONAL  GOALS.  The  Intei'- 
nal  Revenue  Service  divides 
charital:)le  organizations  into 
two  groups  under  its  Section 
501(cH;3).  Most  charities  that 
depend  mainly  on  the  public 
for  support,  such  as  the 
World  Wildlife  Fund  or  Unit- 
ed Way,  are  called  50%-type 
organizations  because  you 
may  give  them— and  deduct- 
up  to  50%  of  your  adjusted 
gi'oss  income  in  any  tax  year. 
To  charities  with  a  smaller 


support  base,  such  as  private 
and  community  foundations, 
you  can  donate  up  to  30%. 

Other  rules,  too,  vary  ac- 
cording to  what  kind  of  char- 
ity receives  your  munificence 
and  the  nature  of  your  dona- 
tion. For  example,  money  giv- 
en to  individuals  is  nevei'  tax- 
deductible.  Neither  is  the 
value  of  services  rendered  to 
the  needy,  even  if  those  ser- 
vices are  lifesaving.  Most 
charities  tell  you  their  tax 
status  up  front.  If  you  get 
a  pitch  from  a  charity  that 
doesn't,  check  with  the  IRS  or 
the  Philanthropic  Advisory 
Service  of  the  Council  of 


Better  Business  Bureaus  (7C 
276-0100). 

Your  first  instinct  in  tryin 
to  combine  altruism  wit 
money  management  might  1; 
to  work  backward  from  yoi 
tax  goals.  But  experts  sa 
that's  a  mistake.  "I  advise  cl 
ents  to  focus  on  their  perso) 
al  goals,"  says  Ross  Nager,  ci 
rector  of  Ailhur  Andersen 
Family  Wealth  Planning  Pra 
tice.  "It's  almost  impossible  t 
make  money  by  giving 
away  to  charity."  Nager  c 
courages  people  to  look  at  tl 
pattern  of  their  donation 
consider  other  objectives  sue 
as  estate  planning,  and  thf 
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PERSONAL  BUSI^ 


ni'k  out  the  most  tax-advan- 
geous  strategy  foi'  cai-rying 
em  out. 

You  can  use  char-ity  to 
lave  income  taxes,  capital- 
lins  taxes,  and  gift  or  estate 
xes.  In  the  first  case,  plan- 
ng  consists  mainly  of  tim- 
g  donations  to  maximize 
eir  tax  benefit.  If  you  think 
:'esident-elect  Clinton  will 
ise  rates,  for  example,  you 
ay  want  to  postpone  some 
your  1992  giving  until  after 
ew  Year's.  A  $1,000  dona- 
)n  costs  you  $(590  aftertax 
your  bracket  is  31%,  but 
rly  $640  if  that  rate  hits 
1%.  "Probably  taxpayers 
ith  incomes  over  $200,000 
lould  be  concerned"  about 
ning,  says  Jeff  Keyser,  tax 
irtner  at  Deloitte  &  Touche 
Cincinnati. 

You  should,  of  course,  docu- 
ent  all  deductions  in 
,se  of  an  audit.  Check 
ubs  will  do  for  a  sim- 
e  cash  gift,  but  dona- 
3ns  that  buy  you  a 
•ivilege  or  reward  re- 
lire  some  care:  If  you 
ly  $200  to  attend  an 
limal-rights  benefit 
ila,  the  IRS  will  as- 
ime  you  had  $200 
orth  of  fim.  The  agen- 
'  won't  allow  a  deduc- 
an  unless  the  organ- 
ation  provides  * 
!ceipt  showing  just 
)w  much  of  that 
nount  helped  animals. 
PPRAISALS.  Noncash 
fts  that  are  difficult 
i  value,  unlike  publicly  trad- 
1  securities,  require  special 
eatment.  If  you  give  more 
lan  $500  worth  of  used  cloth- 
g  or  furniture  to  Goodwill 
idustries  or  your  local  thrift 
lop,  you  must  file  Form 
J83,  on  which  you  explain  to 
le  IRS  how  you  valued  the 
jnation.  For  noncash  gifts 
cceeding  $5,000,  such  as  art- 
ork  or  private-company 
ock,  you  must  supply  a  fer- 
al appraisal.  "It's  the  tax- 
lyer's  responsibility  to  get 
determination  of  value," 
lys  Keyser. 

Many  tax  advisers  recom- 
end  giving  away  appreciated 
•operty  instead  of  cash  when 
)ssible.  The  beauty  of  this 
)proach  is  that  you  realize 
»t  only  a  current  deduction 


Give  appreciated 
stock  rather  than 
its  cash  value 


but  a  capital-gains  tax  sav- 
ings. Say  you  had  $10,000 
worth  of  stock  for  which  you 
paid  $1,000.  If  you  sold  the 
stock  and  gave  your  profit  to 
charity,  you  could  take  a 
$10,000  current  deduction  and 
save  $3,100  in  taxes,  l)ut  you'd 
owe  $2,520  in  capital-gains 
taxes  (28%  of  $9,000),  so  the 
gift  would  cost  you  $9,420.  If 
instead  you  donated  the  stock, 
you'd  take  the  same  current 
deduction  but  pay  no  capital- 
gains  tax,  and  the  gift  would 
cost  only  $6,900.  The  strategy 
can  apply  to  baseball  cards. 


dated  building  on  which  you 
have  taken  depreciation.  If 
you  sold  the  building,  only 
part  of  your  profits  would  be 
capital  gains.  The  rest  would 
i)e  recaptured  depreciation, 
which  is  treated  as  ordinary 
income.  So  if  you  give  the 
building  to  charity,  you  may 
deduct  only  the  part  of  its 
market  value  that  derives 
fi'om  capital  gains.  In  fact,  the 
IRS  scrutinizes  any  donated 
property  that  normally  gen- 
erates income.  A  clockmaker 
who  gives  clocks  to  an  or- 
phanage may  not  deduct  their 
market  value,  only  what  they 
cost  to  make. 

Whether  you  donate  cash, 
old  clothes,  or  depreciated 
property,  they  are  present 
gifts  that  yield  immediate 
benefits  to  the  recipient  and 
the  donor  alike.  Another  way 


nS  BETTER  1 

rO  GIVE  THAN  TO  PAY  TAXES 

Type  of 
contribution 

Amount 
deductible 

%  of  AG!  you 
can  give  pub- 
Ik  charities 
and  deduct  ^ 

%  of  AG!  you 
can  give  private 
foundations 
and  deduct 

CASH 

FACE  VALUE  50% 

30%  ■ 

GOODS  THAT  GENERATE 
ORDINARY  INCOME 

COST 

50 

30  i 

SHORT-TERM  CAPITAL 
GAIN  PROPERTY 

COST 

50 

30  I 

LONG-TERM  CAPITAL 
GAIN  PROPERTY 

MARKET  VALUE  30 

■i 

20* 

AGU 

:cidiysleii  gross  intoine 

"For  tonlribulions  to  tcrtoin  kinds  of  privoie  foundations,  only  cost  is  dedutliye  1 
DAftAUfflURMiOmtH&CO.  1 

antiques,  real  estate— anything 
that's  worth  more  than  you 
paid  for  it. 

Some  complications  ensue, 
however,  when  you  give  ap- 
preciated property.  For  one 
thing,  the  limits  on  how  much 
you  can  donate  a  year  are 
lower:  30%  of  AGI  to  public 
charities  and  20%  to  private 
ones.  Second,  if  you  are  sub- 
ject to  the  alternative  mini- 
mum tax,  you  may  deduct 
only  the  property's  cost,  not 
its  market  value.  That  doesn't 
make  for  much  of  a  tax  sav- 
ings. "Since  more  and  more 
people  are  becoming  subject 
to  AMT,  this  could  be  a  trap," 
says  Nager. 

Another  wrinkle  arises 
when  you  donate  real  estate. 
Say  you  give  away  an  appre- 


to  do  well  by  doing  good  is 
with  deferred  giving,  which 
is  normally  done  through  a 
trust.  Under  this  approach, 
the  recipient  doesn't  derive 
full  benefit  from  the  donation 
until  some  future  date— usu- 
ally specified  by  the  donor. 
But  in  most  cases,  the  donor 
sees  immediate  results. 

With  a  charitable-remain- 
der trust,  as  the  name  im- 
plies, an  organization  gets 
what's  left  over  from  a  gift 
after  the  donor  uses  it  dur- 
ing a  specified  period  of  time. 
When  you  set  up  the  trust, 
you  take  a  current  deduction 
for  the  present  value  of  that 
future  gift.  The  amount  is  cal- 
culated according  to  IRS  actu- 
arial tables  and  depends  on 
your  age  and  the  term  of  the 


ti'ust.  During  that  term,  you 
i-eceive  an  annuity,  which  may 
either  be  fixed  at  the  outset 
(at  no  less  than  5%  of  trust 
assets)  or  indexed  annually  to 
the  trust's  income.  When  the 
term  expires,  the  recipient 
gets  all  the  remaining  princi- 
pal plus  any  accrued  income. 
'EVERYONE  WINS.'  Putting  ap- 
preciated stock  in  a  charita- 
lale-remainder  trust  may  be 
the  smartest  move  of  all.  The 
trust  pays  no  income  or  capi- 
tal-gains taxes.  So  it  has  more 
to  invest  than  if  you  had  sold 
the  stock  and  invested  the 
proceeds.  The  trust  can  then 
sell  the  stock  tax-free,  diver- 
sify, and  throw  off  maximum 
income.  Furthermore,  your 
taxable  estate  is  reduced  by 
the  trust  amount.  "You  end 
up  doing  very  well  for  your- 
self, your  family,  and  the 
charity,"  remarks  Joel 
Isaacson,  director  of  fi- 
nancial planning  at 
Clarfeld  &  Co.  "Every- 
one wins  except  the 
government."  The  only 
drawback  to  such  a  set- 
up is  that  when  the 
trust  terminates,  the 
remainder  goes  to  char- 
ity rather  than  to  any 
heirs. 

Some  insurers  recom- 
mend charitable-remain- 
der trusts,  but  they 
usually  have  an  ulterior 
motive:  selling  you  a 
life-insurance  policy  to 
replace  the  money  you 
cut  fi'om  your  kids'  in- 
heritance. "You  have  to  think 
thi'ough  the  ramifications," 
says  Arthur  Andersen's  Nag- 
er. "You  tie  up  the  capital  in 
trust,  the  charity  gets  it,  in- 
surance isn't  free,  and  you 
don't  have  as  much  control 
over  investments." 

Whether  you're  considering 
a  sophisticated  device  such  as 
a  trust  or  just  wondering  how 
much  to  give  the  Boy  Scouts 
this  year,  figure  out  your  mo- 
tivations first.  Charity  and 
tax-saving  don't  necessarily 
dovetail.  "If  your  sole  goal  is 
to  reduce  income  tax,"  says 
Nager,  "you're  probably  bet- 
ter off  buying  municipal 
bonds."  But  then  you  would 
miss  out  on  that  warm,  fuzzy 
feeling  the  holidays  are  sup- 
posed to  bring.  Joan  Warner 
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Benefits 


COORDINATING 
FAMILY  HEALTH 
COVERAGE 


Sometime  between  now 
and  Dec.  31,  millions  of 
working  people  will 
have  to  pick  their  health-in- 
surance benefits  for  next 
year.  The  decision  is  hard 
enough,  given  all  the  options: 
from  conventional  major  med- 
ical plans  to  preferred-provid- 
er networks.  But  it's  even 
more  complicated  for  couples 
who  have  to  coordinate  cover- 
age. Should  you  each  enroll 
for  individual  coverage  from 
your  respective  employers? 
Should  one  spouse  take  a  fam- 
ily plan?  Should  you  both  sign 
up  for  the  family  option  to 
buy  extra  protection? 

One  change  many  compa- 
nies are  making  may  help  you 
answer  at  least  one  of  these 
questions.  In  the  past,  most 
plans  offered  coordination  of 
benefits  (COB I,  meaning  the 
secondary  plan  for  each  fami- 
ly member  would  pick  up  ex- 


penses the  primary  one  didn't 
cover.  (The  plan  of  the  par- 
ent whose  birthday  comes' 
first  in  the  year  usually  pro- 
vides the  primary  coverage 
for  the  children.)  With  dual 
benefits,  it  may  be  pos- 
sible to  get  100% 
coverage.  For  exam- 
ple, if  your  company's  plan 
paid  80%  of  a  SlOO  medical 
bill,  you  could  receive  reim- 
bursement for  the  S20  balance 
from  your  spouse's  plan. 
CARVED  OUT.  But  a  growing 
numljer  of  employers  are  re- 
placing COB  provisions  with 
nonduplication  policies.  That 
means  you  may  no  longer  be 
eligible  for  additional  pay- 
ments from  your  spouse's 
plan.  Since  employees  usually 
must  contribute  extra  for  fam- 
ily coverage,  two  plans  may 
no  longer  make  sense.  "You 
have  to  decide  whether  the 
additional  protection  you'd  get 
from  enrolling  in  both  plans 
is  worth  the  extra  cost,"  says 
Gary  Thompson,  a  Foster 
Higgins  lienefits  consultant. 

Whether  you  qualify  for 
COB  or  not,  Thompson  sug- 
gests you  do  a  quick  analysis 
of  the  basics  of  each  plan.  The 
idea  is  to  compare  out-of-pock- 
et costs  under  each  if  your 


WHOSE  PLAN  COSTS  LESS? 

When  compar/ng  health  plans,  it's  not  enough  jusf  to 

consider  premiums,  deductibles,  and  extent  , 
of  coverage.  You  must  also  figure  how 
much  you'd  lay  out  if  you  were  hit  wir 
different  levels  of  medical  bills 
YOUR  PLAN   SPOUSE'S  PU 
Family  deductible      $600  $300 


DATA:  A  FOSTIR 
HIGGINS  SCO 


INaUDIHG 
PREMIUM 


Plan  pays  80% 
until  you  spend  this, 
100%  thereafter 

4,000 

2,000 

Annual  premium 

300 

700 

MEDICAL  BILLS 

OUT-OF-POCKET  COSTS' 

$1,000 

$980 

$1,140 

$8,000 

2,540 

2,700 

$9,600 

2,700 

2,700 

$17,600  and  up 

4,300 

2,700 

family  has  various  levels  of 
medical  expenses.  First  con- 
sider deductibles— the  amount 
you  have  to  lay  out  before 
the  plan  covers  a  portion  of 
the  bills,  usually  60%  to  80%. 
Then,  look  at  the  maximum 
each  plan  requires  you  to 
spend  before  it  picks  up  100%. 

Now,  you're  set  to  see  how 
the  plans  stack  up.  Make  esti- 
mates—based on  age,  health, 
and  medical  history— of 
whether  you  think  one  per- 


son's 1993  medical  bills  wi 
run  a  few  hundred  dollars,! 
few  thousand,  or  more.  If  yf, 
see  that  one  plan  results  ! 
significant  out-of-pocket  sa^ 
ings,  you  can  weigh  potent! 
savings  against  the  anni-j 
premium  cost  of  each  plan.  I 
one  spouse's  plan  offers  a  sir 
stantial  advantage  when  yj 
take  all  these  factors  into  y 
count,  your  best  bet  might  '• 
to  enroll  your  entire  family  J 
just  that  one.        Don  Dux 


W 


'hen  parents  w:'es- 
tle  with  that  mo.st 
vexing  of  invest- 
ment challenges— financing 
their  children's  education— 
they  increasingly  turn  to  that 
most  prosaic  of  investments, 
Series  EE  U.  S.  savings 
bonds.  Recently,  buyers  have 
been  lured  in  record  numbers 
by  a  guaranteed  rate  of  6%— 
as  well  as,  for  many,  a  tax 
exemption. 

But  are  bonds  the  crack- 
erjack  college-saving  vehicle 
they're  cracked  up  to  be? 
That  depends  on  your  risk 
tolerance,  the  age  of  your 
child— and,  not  least,  the  va- 
garies of  Congress.  Keep  in 
mind  that,  investment  pros 
maintain  you  get  the  best  re- 
turns over  the  long  term  not 
from  bonds,  but  from  a  di- 
versified portfolio  of  stocks 
or  mutual  funds.  But  many 
people  don't  have  the  disci- 
pline to  stay  with  stocks  dur- 
ing times  of  market  \^olatility. 


Smart  Mone 


SAVINGS  BONDS 
DON'T  LOOK  SO  STODGY 


For  the  risk-averse,  sav- 
ings bonds  are  a  w^orthy  al- 
ternative to  equities.  By 
guaranteeing,  after  five 
years,  to  pay  the  greater  of 
6%  or  a  variable  rate  pegged 


SAVING  FOR  YOUR 
FUTURE  SCHOLAR 


College 
begins 

Projected 
tost* 

Monthly 
investment" 

2000 

$129,893 

$1,052 

2004 

170,263 

806 

2008 

223,180 

692 

2012 

292,544 

630 

■four-year  private  college,  including  tuition, 
housing,  expenses 
"Bosed  on  6%  compounded  annuol  return 

DATA:  I  ROWE  PRICE  ASSOCIATES 


to  85%  of  the  yield  of  Treas- 
ury securities  maturing  in 
five  years,  they  provide  some 
protection  from  inflation.  And 
the  6%  minimum  will  be  use- 
ful if  interest  rates  stay 
down.  "The  6%  rate  sounds 
low  relative  to  the  returns 
of  stocks  and  bonds  over  the 
past  10  years,"  says  Hutch 
Vernon,  a  money  manager  at 
T.  Rowe  Price  Associates. 
"But  compared  to  what 
you're  likely  to  get  over  the 
next  10  years,  it's  pretty 
good." 

CUT  THE  CAPS.  It'll  be  even 
better  if  Congress  or  the  new 
Clinton  Administration  ex- 
tends to  all  taxpayers  the 
federal  income  tax  exemption 


lor  savings  bonds  used  to  f| 
nance  educational  expense^ 
Currently,  only  married  co\'. 
pies  with  adjusted  gross  iii 
comes  of  under  866,200  qua! 
ify.  The  exemption  is  phase 
out  proportionally  for  coupk 
with  AGis  up  to  896.200  an 
is  unavailable  above  th£ 
amount.  (Savings  bonds  ai 
exempt  from  state  and  loc; 
taxes;  the  federal  taxes  ai 
paid  only  when  the  tends  ai 
redeemed.!  On  Nov.  4,  Pres 
dent  Bush  vetoed  a  bill  thi 
would  have  eliminated  the  ii 
come  limits. 

If  limits  for  the  tax  e: 
emption  are  overturned,  sa" 
ings  Ijonds  would  be  an  irr' 
sistible  way  to  sock  awa 
money  for  college.  Even 
the  income  limits  remain— ( 
the  kids  opt  for  beachcom! 
ing  instead  of  school— tl 
riskless,  tax-deferred  yiek 
of  savings  bonds  make  the; 
a  worthy  addition  to  ar 
portfolio.  Gary  Wei: 
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How  does 
up  against 


your  present  fax  stack 
the  Mita  plain  paper  fax? 


If  the  way  your  thermal  faxes  curl  up  is  getting  hard  to 
handle,  get  a  Mita  plain  paper  fax  machine  instead  ■  A 
Mita  plain  paper  fax  has  a  resolution  of  400  x  400  dots-per- 
inch,  so  your  images  come  out  as  good  as  if  you'd  printed 
them  on  a  laser  printer  ■  They  won't  fade  or  smudge  like 
thermal  faxes  ■  And  with  its  expandable  memory  there 
may  not  be  another  fax  machine  in  the 
world  that  can  stack  up  to  it  ■  For  more 
information  on  Mita's  full  line  of  plain 
paper  fax  machines,  call  1  -  8  0  0  -  AB  C  -  M I TA .     [the  image  specialist]' 


mita 


t  1992  MITA  COPYSTAR  AMERICA.  INC. 


u 
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Collecting: 


YESTERDAY'S 
POSTERS, 
TODAY'S  ART 


Imagine  coming  home  from 
work  to  the  frozen  fluttei' 
of  Bette  Davis'  eyes  or 
King  Kong  climbing  the  walls 
of  your  living  room.  These  im- 
ages and  more  exotic  ones 
can  be  yovirs  when  you  col- 
lect vintage  posters. 

Posters  of  all  eras,  styles, 
and  themes  have  become  pop- 
ular collectibles  over  the  past 
few  years.  One  reason  is  that 
nostalgia  sells.  An  old  poster 
advertisement     can  bring 


CHEMIN  DE  F 


2S  WASOWS-LITS 


CASSANDRE'S  ETOILE  DU  NORD 
TRAIN  AD  FETCHED  $8,000 

pangs  for  a  lirand  that  has 
gone  the  way  of  youth.  Or 
the  sleek  lines  of  a  cruise  shij) 
ad  can  carry  one  l)ack  to  a 
honeymoon  long  past. 


Vintage  posters 
works  of  art  in 
their  own  right. 
Their  vivid  color's 
and  bold  graphics 
can  enliven  a  room 
at  a  fraction  fif  the 
cost  of  a  painting. 
While  the  creme  de 
la  creme  can  run 
upwards  of  $200,000, 
exemplary  pieces 
range  from  several 
hundred  to  several 
thousand.  And  pos- 
ters are  holding 
their  value  well. 
"The  art  market  is 
in  V.  depression,  yet 


posters  are  very  stable," 
says  Helene  Petrovic, 
liead  of  20th  century 
tlecorative  arts  at 
Christie's  East. 

T>'pically,  posters  pro- 
duced l)efoi'e  Woi'ld  War 
II  are  the  most  valuable. 
Until  photographic  off- 
set printing  became 
widesjn-ead  in  the  1930s 
and  '40s,  artists  pains- 
takingly drew  images 
onto  zinc  or  limestone, 
a  i)rocess  known  as  li- 
tho,gTaphy.  Jules  Cheret, 
a  French  artist,  is  rec- 
ognized for  perfecting 
color  lithography  in  the 
late  1800s.  The  works  of 
Cheret  and  his  compa- 
triots such  as  Henri  Tou- 
louse-Lautrec, Alphonse 
Mucha,  and  art  deco 
master  A.  M.  Cassandre 
fetch  some  of  the  high- 
est prices  today.  For  ex- 
ample, Mucha's  Monaco 
travel  poster  sold  for'  $11 
at  a  reccnl  auction. 
GRATEFUL  DEAD.  In  addition  to 
the  artist,  condition  and  scar- 
city play  a  part  in  poster  val- 
uation. A  poster  that  has 
fresh  colors  and  no  tears  is,  of 
course,  worth  more  than  one 
that  is  stained  or  has  been 
restored.  Although  it's  hard 
to  tell  how  many  copies  of  a 
poster  were  originally  made, 
01'  how  many  still  exist,  "we 
do  know  that  there  isn't  a 
large  quantity  of  any  type  of 
poster  printed  before  the 
IHIjOs,  simply  l)ecause  print 
runs  were  smaller  back  then," 
says  George  Theofiles,  who 
owns  Miscellaneous  Man,  a 
poster  mail-order  business  in 
New  Freedom,  Pa. 


MONACO-MONTE-C/IRLO 


ALPHONSE  MUCHA'S  MONACO  TRAVEL  POSTER 
SOLD  FOR  $11,000  AT  A  RECENT  AUCTION 


000 


CYCLES  GLADIATOR  POSTER,  A  POPULAR  EARLY  BICYCLE 
AD  BY  AN  ANONYMOUS  ARTIST,  WENT  FOR  $9,000 


Subject  matter  and  genre, 
too,  are  important  in  deter- 
mining a  poster's  worth.  As 
popular  tastes  change,  collec- 
tors begin  to  focus  on  a 
particular  category,  driving 
prices  up.  Rock  'n'  roll  pos- 
ters done  in  San  Francisco  in 
the  1960s— announcing  Grate- 
ful Dead  concerts,  for  exam- 
ple—are selling  smartly  now 
for  as  much  as  $2,000  each. 
"It's  proliably  because  baby 
boomers  are  approaching  mid- 
dle age  and  thinking  back  on 
the  wild  days  of  their  youth," 
says  Theofiles. 

Movie  posters  are  also  hot. 
Their  prices  are  driven  by  the 
popularity  of  a  film  or  the  fea- 
tured stars.  Movie  posters 
"have  little  relation  to  .graphic 
intere.st,  and  typical- 
ly there  is  no  art- 
ist," says  Jack  Ren- 
nert,  president  of 
Poster  Auctions 
International.  A  re- 
cent auction  at 
Christie's  garnered 
$.57,200  for  a  rare 
King  Kong  poster. 
Other  categories 
that  seem  to  be  per- 
ennial favorites  are 
war  posters,  art 
rleco  and  circus  pos- 
ters, and  transpor- 
tation posters  of  the 
l«90s  to  1940s.  Of 


the  latter,  a  Cycles  Gla<' 
iator  poster,  a  popi 
lar  early  transportatic 
work,  sold  for  $9,000. 

To  start  collectinj^ 
pick  a  subject  that  inte 
ests  you,  then  study  th 
posters  on  that  topic.  | 
good  beginner's  book  | 
Tony  Fusco's  Postei 
(House  of  Collectible 
$12.9.5).  You'll  also  wai 
to  haunt  auction 
Christie's  next  movi 
poster  auction  will  tal 
place  in  New  York 
December;  Sotheby 
will  stage  one  next  Se 
temi)er  in  New  Yor 
Poster  Auctions  Intern 
tional  will  sell  a  broad( 
range  of  posters  in  Ne 
York  in  May. 

When  it's  time  to  bu 
you  may  get  bett« 
prices  from  shows,  dej 
ers,  or  the  mail-ordi 
market  than  at  auctior 
Miscellaneous  Man  (717  23 
4766)  advertises  a  wide  vai 
ety  of  vintage  posters  fro 
$75  to  $10,000.  A  good  wi 
to  learn  about  shows— know 
as  paper  fairs— and  dealers 
through  Paper  Collector's'  Mc 
ket place  (715  467-2379). 

Be  aware  that  some  sho] 
sell  reproductions  alongsi( 
authentic  old  posters— ai 
don't  always  make  the  distir 
tion  clear.  To  be  absolute 
certain  about  what  you'; 
buying,  go  to  a  reputab 
dealer  oi'  gallery— and  ask  Ic 
of  ciuestions.      Laurel  Tou~ 


Worth  Noting 


■  DEFENSE  STRATEGY.  The  L 

fense  Profe^nionaVs  Survit 
Guide  for  the  1990s  offers  a 
vice  on  getting  through  la 
offs  and  finding  new  jobs.  T 
$2.95  pamphlet  is  from  ti 
National  Center  for  Care 
Change  (800  755-2411). 

■  PERSONAL  PROBLEMS, 
you're  involved  in  a  car  ac 
dent  or  medical  malpracti 
suit,  you  might  want  to  cc 
suit  The  Jacoby  &  Meye 
Practical  Guide  to  Personcd  , 
jury  (Simon  &  Schust€ 
$1L00).  The  240-page  book  ( 
plains  how  to  evaluate  a, 
handle  different  types  of  p( 
sonal-injury  actions. 
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Philippine  Airlines  Puts  Asia, 

Australia,  Europe,  And  America 


Right  In  The  Palm 

Of  Your  Hand. 


Across  vast  oceans  and  continents  we  fly  to  35  cities  all 
over  the  world.  Touching  each  and  every  one  with  an 
exceptional  warmth  and  hospitality  found  nowhere 
else.  And  bringing  them  all  within  yoiu"  reach. 


j(J  Philippine 
^JmAiriines 

SHINING  THROUGH 


1  3eA-CA 


Wm  Spend 
A  Big  Chunk  Of  Your 
Meeting  Budget  Just 
Getting  Your  People 
To  The  Meeting? 


$14Q  Per  Room 


to  vour  next  nusiness  meet 
ing  wlien  voii  can  drive  to  Tlie 
Delf*  It  s  just  a  skort  ride  from 
most  of  soutliern  Calilornia, 
and  we  re  now  oflering  a 
value-added  meeting  pack- 
age tkat  s  sure  to  satisfy  yom^ 
attendees  as  well  as  your  kud- 
get.  yVlong  witk  distinctive 
accommodations  and  propor- 
tionate meeting  space,  you  11  kave 


at  banc  Itke  amenities  and  services 
tkat  1  rave  made  Tke  Del  tl  le 
ckoice  of  corporate  keads  as 
well  as  I  leads  of  State. To  dis- 
cuss tke  needs  of  your  next 
meeting,  please  call  us  at 

1-800-75  TPIE  DI:L. 


^OTELfJf 
(jORQNADO 

CMraliiuj .  \  Ij/Jm,^  K,^im:ncc  Willi  TL-  I'acifc 


loOO  Orange  Avenue,  CorDnaiKi,  CA  921  IS 
l'li.,ne:  hi  9-522-8011     Tax:  hl9-522-82  3Q 
Also  visil  The  Racquet  Cluli  l\es<ui  in  Palm  Springs  (a  Hotel  del  Coronado  rescirt). 


N,.|   V.,l„l  ,„  .i,.,|U,Kl,..,l  W, 


38B  CA 


If  you  ignore  street  kids  long  enough,  they'll  go  away. 

Every  year,  over  5,000  American  children  are  buried 
in  unmarked  graves.  They  are  street  kids  — scared, 
abused,  desperate  — who  struggle  every  day  just  to 
survive  in  a  vicious  and  violent  world.  For  these 
children  Larkin  Street  Youth  Center  is  a  haven.  A 
safe  place  to  go  for  food,  clothing,  medical  care 
and  professional  counseling.  But  most  of  all,  it's  hope. 
Please  support  Larkin  Street's  work. 
Kids  are  dying  for  your  help. 

Larkin  Street  Youth  Center 
1044  Larkin  Street,  San  Francisco,  CA  94109 
415-673-0911 


How  DOES  IT  FEEL  TO  GOLF  ON  LUSH  FAIRWAYS 


[fe  TOWERING  DESERT  FOOTHILLS. 


Or  POLISH  your  SERVE 


WHERE  TENNIS  CHAMPIONS  PLAg^; 
BBf'^rFEll^^KE^^^^ 


Hyatt  Grand  Champions  Resorx  Indian  Wells,  California 

Visit  Hyatt  Grand  CHAMPiofSI^^Pf^MRnND  in  a  spacious  parlor  suite  or 

ENJOY  PERSONALIZED  BUTLER  SERVICEiN  YOUR  OWN  PRIVATE  VILLA. 


Ever  Get  The  Feeling 

You're  P^ing 
For  More  fVotection 


Than  You  Need? 


That's  what  happened  to  many 
of  the  Pest  Control  Operators  of 
California. 

Their  "boiler  plate"  property/ 
liability  policy  had  them  paying 
the  same  premium  rate  as 
some  of  the  biggest  crop  dusting 
operations,  even  though  they 
didn't  have  the  same  kinds  of  risks. 

They  came  to  us  for  a  solution. 

Along  with  their  insurance 
broker,  we  rolled  up  our  sleeves, 
studied  their  industry  and  identi- 
fied the  risk  differences  within  the 
pest  control  business.  We  then 


built  tailored  coverages,  services 
and  rates  to  fit  their  specific  needs. 

Are  they  saving  money?  A  lot. 
Plus  we  showed  them  how  to 
avoid  risks  and  minimize  accident 
costs,  which  led  to  a  substantial 
refund  on  their  premiums  at  the 
end  of  the  year. 

This  is  just  one  example  of  how 
our  customer-focused  property/ 
liability  plans  are  helping  to 
control  insurance  costs. 

For  more  examples,  call  your 
independent  agent  or  broker,  or 
Courtney  Smith,  president  of  our 


custom  property/liability  division, 
at  (415)  627-3280. 

Because  if  you're  not  careful, 
you  could  be  paying  for  risks 
you're  not  even  taking. 


Inclustiial 
IiidenuiLty 


A  Crum  and  Forster  organization 

A  XEROX  Financial  Services  Company 
Home  Office  San  Francisco 
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THE 


PINNACLE 


SUITES 


w 


Certain  amenities  are  expected  trom 
.1  hotel.  Others  come  as  a  very  welcome 
surprise.  The  Pinnacle  Suites  at  the  RIHGA 


Royal  Hotel,  for  example,  offer  a  ccUul 
phone  and  tax  machine,  each 
with  its  own  private  line.  Calls 
to  your  suite  forward  to  your  cellular 
phone  then  to  our  hotel  operator. 
So  you  never  miss  a  message. 

To  let  your  associates  know 
your  address,  phone  and  fax  numbers, 
we  also  provide  you 
personalized  business  cards. 
And  for  your  convenience,  check-in 
and  check-out  are  arranged  from  the  comfort 


of  your  suite  which  features  a  bedroom  and 
living  room  separated  by  mirrored  French 
doors,  as  well  as  a  large  marble  bath  with  sep- 
arate tub  and  shower. 

From  our  intimate 
piano  lounge  to  our  private  health  club, 
the  RIHGA  Royal  is  designed  to  make  you 
forget  you  are  staying  at  a  hotel  at  all.  So 
if  you  place  a  higher  value  on  performance 
than  on  pretense,  now  you  have  a  hotel 


RIHGA  ROYAL  HOTEL. 
NEW  YORK 


ni    West   5-fth  Street,  New  York,  New  York    lOOI')  Toll  Iree:  H  0  0  -  9  3  7  -  -f 
(USA  &  Canada)  RIHCA-Royal  International  Hotel  Croup  Associates 
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!  with  a  significant  reference  to  a  company.  Most 
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LE  GRAND 

Lifetime  Mechanical  Warranty 

Available  at 

FLAX 

Los  Angeles  ■  Phoenix 
or  call  l-800-556-73'54 
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roducts." 


Buy  a  networking  paAt/jer  instead.  ^  Every  week 
somebody  introduces  a  hot  new  networking  product. 
But  tlie  IT  managers  I  talk  with  say  that  what's 
really  important  is  not  the  latest  box,  but  leveraging 
their  investment  for  increased  productivity  and 
competitive  advantage.  Businesses  everywhere  are 
under  enormous  pressure  to  compete  more  effec- 
tively In  the  global  marketplace.  Open  enterprise 
networks  can  be  of  great  value  in  meeting  these 
goals.  101  it's  no  wonder  that  IT  executives  have 
become  a  lot  more  interested  in  finding  a  network 
partner  than  in  buying  the  latest  hot  products.  The 
focus  now  is  on  getting  the  most  out  of  installed 
systems,  teaching  people  how  to  leverage  technology 
for  productivity  gains  and  bringing  new  business 
applications  on  line  —  ahead  of  the  competition. 
(0)  When  your  network  supplier  recognizes  that  your 
job  is  a  lot  more  than  connecting  boxes,  you  have 
a  partner.  Together,  you  can  implement  business 
solutions  that  boost  your  productivity  and  provide  a 
migration  path  to  future  requirements.        If  you 
think  you  need  a  networking  partner  more  than  just 
the  latest  box,  call  1-800-777- 41 AN. 


((P  Ungermann-Bass 

Your  global  network  integratior^  partner 


nvestment  Figures  of  the  Wee 


AMENTARY 

ickluster  week  in  the  U.S.  finon- 
markets,  With  the  victory  of 
iident-elect  Clinton  long  os- 
ed  by  traders,  the  aftermoth  of 
elections  was  largely  one  of  tn- 
srence.  The  Dow  Jones  industri- 
veroge  fell  15  points  on  Nov, 
>ecause  of  fears  of  economic 
ikness,  but  stocks  recovered 
following  day.  Overseas  mor- 
,  meanwhile,  were  consider- 
f  more  volatile.  In  Tokyo, 
ksfell  2.7%  on  Nov.  9,  as  a 
tical  scandal  threotened  to  de- 
an economic  rescue  plan. 


STOCKS 
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BONDS 
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THE  DOLLAR 
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410  1100 


1350  70 


1  -week  change 
+  1.2% 


52  week  change 
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1-week  change 
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52-week  cha-nge  1-weekchonge 
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lARKET  ANALYSIS 


STOCKS 


Latest 


%  change 
Week  52-week 


FUNDAMENTALS 


latest  Week  ago  Yeor  ago 


V  JONES  INDUSTRIALS  3240  3 

COMPANIES  (Russell  1000)  225  5 

ai  COMPANIES  (Russell  2000)  206  9 

COMPANIES  (Russell  3000)  240  6 

KEIGN  STOCKS  Latest 
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22.4 
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Reading 


DON  (FINANCIAL  TIMES  100) 
YO  (NIKKEI  INDEX) 


2696  8 
16,318.2 


0  2 

-4.4 


5.9 
-33.2 


S&P  500  26-week  moving  average  414.6  414  5  Positive 

Stocks  above  26-week  moving  overage  47.2%  47.2%  Neutral 

Speculative  sentiment:  Put/coll  ratio  0.37  0.40  Neutral 


ONTO  (TSE  COMPOSITE)                   3286  4 

-1.7 

-8.6 

Insider  sentiment:  Vickers  sell/buy  ratio 

2  00 

1.73 
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iOLD  MINING 
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-11.1 

HOMESTAKE  MINING 
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-30.0 
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III  EXPLORATION  AND  PRODUCTION 

-9.3 
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OMPUTER  SYSTEMS 
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U.S,  stocks 
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-0.31% 
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Money  market  fund 
$10,309 
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Foreign  stocks 
$9,349 
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DATA  RESOURCES  INC 
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la  on  this  page  are  as  of  market  close  Wednesday,  Nov  1  1,  1992,  unless  otherv/ise  indicated 
ry  groups  include  S&P  500  companies  only,  performance  and  share  prices  are  as  of  market  close 


Nov  10  Mutual  fund  returns  are  as  of  Nov  6  Relative  portfolios  ore  valued  as  of  Nov  10 
detailed  explanation  of  this  page  is  available  on  request 
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REWIRING  THE 
COMPUTER  BUSINESS 

Like  a  hnxv  of  nature,  the  advancing  technology  in  micro- 
proci'.s.sors  has  reshaped  the  landscape  of  the  computer 
industry.  Slowly  at  first,  but  now  with  alarming  speed, 
ever-cheaper  computing  power  has  eroded  the  economic 
foundations  of  the  industry.  Vertically  integrated  plants  and 
massive  research  facilities  that  once  were  assets  have  turned 
into  liabilities,  and  such  giants  as  IBM,  ])EC,  and  Unisys  have 
been  forced  into  painful  cutbacks. 

Deconstruction— breaking  down  the  old  organizations  into 
leaner,  more  competitive  units— is  now  under  way  in  the 
computer  industry  (page  90).  In  tenns  of  sheer  efficiency,  de- 
construction  makes  a  lot  of  sense.  After  some  wrenching  ad- 
justments, it  could  make  the  U.  S.  industry  more  competitive. 
As  various  deconstructed  product  groups  and  marketing  di- 
visions are  exposed  to  the  forces  of  the  market,  their 
strengths  and  weaknesses  will  stand  out  in  sharp  relief. 

For  examj)le,  IBM  should  wind  up  with  better  drives  for  its 
computers  and  a  badly  needed  source  of  new  revenues  by 
permitting  its  Adstar  disk-drive  unit  to  seek  customer's  out- 
side Big  Blue  and  by  forcing  it  to  compete  for  business 
within  the  parent  company.  Unisys,  after  drastic  cutbacks, 
has  found  that  it  cannot  add  much  value  in  such  areas  as 
building  PCs.  Instead,  it  can  profit  by  focusing  on  selling- 
information  systems  to  customers  in  a  few  industries  it 
knows  best.  And  Digital  Equipment  Corp.  figures  it  can  do 
the  same  by  encouraging  its  disk-drive  operation  to  spread 
out  and  find  new  customers  outside  the  mother  ship. 

So  deconstruction  offers  exhilarating  prospects  for  belea- 
guered computer  makers.  Industry  executives,  however,  will 
be  challenged  as  never  l)efore  as  they  carry  out  their  decon- 
struction plans.  With  investors  breathing  down  their  necks, 
CEOS  may  not  give  their  newly  independent  units  enough 
time  to  get  their  bearings.  At  the  first  signs  of  trouble,  the 
temptation  to  pull  the  plug  and  cut  losses  will  be  enormous. 
Certainly,  when  exposed  to  the  harsh  environment  of  the 
market,  some  parts  of  the  business  will  wither.  But  comput- 
er executives  must  be  sure  to  hold  on  to  their  most  distinc- 
tive assets:  the  people,  the  technology,  and  the  vision  that 
make  their  products  valuable.  Otherwise,  deconstruction 
will  be  just  plain  destruction. 


ECONOMIC  POLia: 
OFF  ON  THE  RIGHT  FOOT 

President-elect  Bill  Clinton  is  surely  right  to  make  eco- 
nomic policy  the  top  priority  of  his  incoming  Adminis- 
tration. He  knows  that's  what  he  was  elected  to  do,  as 
he  confirmed  when  he  told  reporters  that  the  troubling 
signs  in  the  economy  were  "what  the  election  was  about." 

His  notion  of  convening  a  gi'oup  of  economists  and  l)usiness 
and  labor  leaders  for  several  days  in  December  to  l)at  around 
ideas  on  the  economy— and  what  ails  it— makes  more  sense 


for  the  message  it  sends  than  for  whatever  content  it  ma 
yield  (page  .'52).  What  counts  is  the  focus  on  the  economy. 

Clinton's  wish  for  an  Economic  Secui'ity  Council,  to  paralk 
the  coordinating  and  advisory  functions  of  the  National  Secuj 
ity  Council,  is  far  more  substantive.  The  need  for  such 
council  has  long  been  evident.  BUSINESS  WEEK  has  advocate 
a  body  to  comjilement  the  Council  of  Economic  Advisers,  se 
up  after  World  War  II  as  a  group  of  independent  expert 
with  no  operating  responsibilities,  to  advise  the  Presiden 
But  the  CEA's  influence  has  waxed  and  waned  according  t 
the  strength  of  the  chairman— and  it  has  often  been  relega 
ed  to  the  sidelines. 

What  is  needed  is  a  system  for  coordinating  policy  amon 
the  major  agencies  that  deal  with  economic  affairs.  As  w 
said  in  our  final  issue  of  1960,  as  John  F.  Kennedy  was  pr« 
paring  for  his  inauguration:  "We  recommend  again  that  th 
Administration  and  the  Congress  set  up  a  National  Ec( 
nomic  Council.  Made  up  of  the  Seci'etai'y  of  the  Treasury,  th 
chairman  of  the  Federal  Reserve  Board,  and  the  chairman  < 
the  Council  of  Economic  Advisers,  with  other  top-ranking  n 
ficials  dealing  with  economic  questions,  it  would  have  the  1), 
sic  responsibility  for  determining  economic  j)olicy."  Add  t\\ 
task  of  coordination,  and  that's  still  our  idea  of  what  such 
council  should  do. 


BREAKING  THE  DEADIOCK 
IN  THE  TRADE  SQUABBLE 

President  George  Bush  definitely  got  the  Europe; 
Community's  attention  with  his  move  to  impose 
new  duty  of  200%  on  French  wines  and  other  ir 
ports  starting  on  Dec.  5  (page  34).  The  Ec:  quickly  agreed 
a  new  meeting  with  U.  S.  trade  officials  to  try  to  settle  tl 
dispute  over  EC  farm  subsidies,  which  displace  U.  S.  so 
bean  exports  to  the  European  market. 

That's  the  immediate  problem,  l)ut  a  far  lar-ger  issue 
whether  the  EC  will  make  broader  concessions  on  its  high 
protectionist  farm  policy.  That  might  break  the  deadlock 
negotiations  to  liberalize  trade  in  merchandise  and  servic 
among  108  nations  in  the  Genei'al  Agreement  on  Tariffs 
lYade.  This  pact  represents  the  best  chance  to  spur  i 
newed  worldwide  economic  growth  l)y  stimulating  hundre 
of  billions  of  dollars  of  added  trade. 

EC  leaders  should  view  the  U.  S.  alert  as  a  last  call  f 
make-or-break  action  on  the  agricultural  deadlock.  The  EC  h 
ignored  two  catt  rulings  that  the  subsidies  to  Europe 
oilseed  farmers  distort  normal  trade. 

To  end  the  impasse,  it  will  be  up  to  German  Chancell 
Helmut  Kohl  and  British  Prime  Minister  John  Major  to  p 
pressure  on  French  President  Franqois  Mitterrand,  who 
blocking  measures  to  ease  the  EC's  agi'icultural  protectioni; 
for  fear  of  a  political  backlash  from  French  farmers. 

A  breakthrough  on  oilseeds  would  open  the  way  for  co 
promises  on  other  agi'icultural  issues,  including  U.  S.  fai 
subsidies  and  agricultural  import  barriers.  And  for  lead( 
worried  aljout  the  backlash  from  farm  lol)bies  on  Ijoth  sic 
of  the  Atlantic,  losing  the  chance  to  lift  the  global  econoi 
out  of  the  doldrums  could  be  politically  far  more  costly. 
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and  mytlis  about  die  iSoudi.  II  diat  s 

tlie  case,  tlie  fir.st  dung  we  w;int 

you  to  open  is  your  nnnd. 

Because  only  dien  wdl  your 

eyes  he  open  to  all  diat 

Alabama  lias  to  oUer. 

Res  pond  mg  to  die  jokes 

about  Alabajna 

bemg  years 

beliind,  Ray 

R£)sew;dl 

says,  Xliat  s 

,  absolutely  not  die 
hrieiicls  have  A/f   1   I  11 

kcJ  us/Wlimi  ijou  ^'ase.  JMobile,  especially,  is 

qet  off  the  plane,  C  I   1  •   1  ■ 

J  ,  very  lorwanl-thmkuKj  ni 

do  you  set  your  1  o 

watch  hack        attracting  new  business,  vei-y 
years:  ^ 

RayRoseual        Open  to  cliange.  '  He  adds. 

uxutive  Vice  President,    ttrr-M  , 

QMS.  Mobic  X  lie  city  is  mucli  more  ol  a 

melting  pot  ol  people  dian  I  expected . 
Concerning  die  labor  lorce,  Ray  says, 

Tliey  re  very  bard-workimf;  you  ]ust  don  t  find  workers  m 
tbe  rest  ol  die  country  wbo  take  st)  mm  b  pride  in  tbeir 
accomplislnnents .  A.s  tor  professionals,  we  liave  tound  many 
brigbt  engineers  Irom  die  state  s  universities. 

Tim  and  Pat  Tangan  didn  t  really  expect  to  move  to 


Alabama  wben  tliey  came  liere  lor  Tim  s  interview  witb  tlie 
Alab  ama  51iakespeare  Festivid  in  Al^ontgomery.    But  we 

saw  tbe  best  production  ol  Cbekliov  ever,  and  made 
up  our  minds  to  come  liere  at  intennis- 
sion.    Tun  says.  "We  felt  tliat 
working;  witb  a  dieater  tliat  draws 
in  audience  from  ;dl  over  du' 
nation,  even  b^j  toreicfn  countries, 
won  Id  be  an  exce  llent 

opportunity.  And  r  never 

seen  sucli  strong  coinmunit^r 
support  for  a  tlieater.  "Tl  le 
Luis[ans,  wlio  lla^'e  a  six- 
Ve;ir-old  son  and  a  i(v 
yeai-old  daiigliter,  say 
diat  tbe  move  trom  Rliode 
Island  to  Alal  lama  lias 

Given  us  our  tamily  back. . . 

.1     (       I  "TeexvedcJ 
tlie  lamiiy  c-t  I 

J  Shakespeare  to 

fie  peAoniieJ  witli  a 

b'outiieni  accent! 


unit  IS  more 
tocfetlier  bere,  and 
leople  know  bow  to 
relax  and  en|oy  themselves. 

Wl  len  consideriny;  a  location  tor  a 
new  plant  or  business,  don  t  i  lose  voiir 
mind  to  Alabama.  Because  a  closer 
look  at  us  could  broaden  your  mind. 
And  your  possibdities . 


/  i>n  lAinifii'i, 

1  lie  .  \lnpiiiini  SlniL;espearc 
l-eslii;il.  ,\l,niUi,iiiieni 


I    I    a  h 


a     ni  a 


\\m\m\ 


W    h     e  V 


You  T    h     /     n  J< 


)r  more  inlDnnation ,  contact  the 


Emnoiiiie  Development  P.ii  tnersliip  oi  AJabajna:  P.O.  Box  2b_ji,  Birmin^liam ,  Al.  iuaina  552gi-oooi;  2o5  2S0-.. 


To  run  an  entire  library  of 

inside.  What  you  may  not  know  is  that 
Microsoft  Borland,  Lotus,  Novell,  plus  thousan 
of  other  softwai'e  developers  write  and  test 
their  applications  on  that  same  vital  ingrediei 
a  genuine  Intel  CPU.  ! 
At  Intel  we  subject  all  our  microprocessoj 


I  ^    Ask  for  PCs  with  the 
f^Cl.j^    Intel  Inside  symbol. 

J    ^    When  you  see  the  Intel  Inside 
sticker  on  the  outside  of  a  PC,  you 
know  there's  an  Intel  32-bit  microprocessor 


(©l^i'O  Intel  Corpdrulinn  InlcUKh  is  a  irjdemark,  and  Inlcl  Inside  and  ihc  Intel  Inside  logo  arc  registered  Irademarks  ol  Inlel  Cttrporation, 
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For 200 years  if  s  been  ( 


Disasters  have  always  been  a  fact  of  the  insurance  business. 


That 


Shipureck,  Caribbean  1798 


have  been 


dealing  with  that  fart  by  relying  on  the  CIGNA  Property  8c  Casua 


hire.  Chicago  IHTl 


claims  and  keep  their  promises,  through  some 


of  the  world's  worst  disa 


Quake  and  Fire,  San  Francisco  }^06 


the  burst  pipe,  the  damaged  roof.  We've  handled  more  of  those  than  we 


Tornado.  Sehra^ka  1^47 


with  the  same  integi'ity  that  we've  brought  to 


the  ones  that  make  the  headlii 


Volcano   Wa'^hintion  fSt) 


will  strike. 


or  how  big  or  small  it  will  be.  There's  one  thing  that  we 


Hurricane  Hugo.  IVfiV 


disaster  after 


DATE  QUE 

v're  a  fact  of  life.  For  the  past  200  years,  Wvif,*«v  »,  M:*^  # ,     thousands  of  husinesses 


Ih.,  L  I  I,,  ,  \,  u  1 


flj^t  whose  financial  resources  and  expertise  have  allowed  them  to  pay  their 


m  the  smallest  disasters  seem  big  to  the 


companies  they  affect.  The  fire, 


m  could  ever  illustrate  in  a  thousand  advertisements.  And  always 

I 


unfortunately,  will  always 


Earihquakc.  Ins  Angelf^  l'>71 


be  with  us.  We  don't  know  where  the  next  one 


liinuuh,.  I,,u,i  I'ls: 


f  ft! 


do  know  though.  We'll  be  there.  Wc  gCt  paid  for  rCSUltS. 


CIGNA 


Prupf-Rtv  a.  (^AsLALT^  Kmr.\nce 
Dept.  KIO.  Phila..  PA  19192 


Hype. 


Saying  bon  voyage  to 
your  old  spreadsheet  is 
easier  than  you  think. 


■fSFREADSfET 


r' 


■^i^  Jhly  be  making 
'^—^•^  ^    And  UiJit  will 


ytolwbly  n 
J  5pn-3ib,heet 
liirWiniliws- 

i  mill  Ihaldavcumc^, 

««.w  1^.,...,  -  ''xpiirr  a  brtir 

■  Wyrc  Rhonny 

sff  in  the  <utmp  old  Ijmi  >i,u>e  in  n<w 

touwon'llijvvKiluuk  y)"^ — " — 
itry  far  in  (J)w;i  ivct  ne\\'    1  j  * 
.lfeK»«ifrF,xccl4.01or     \  I 
■.ffmilews.  Itsthespraid-    '  ;  "Ti 
;  <lieet  that  Dioltt!!  >i  jui  nrrv 
:■  igjepnudshr-vt  Casks  -  rvn 
/  tomennon  rnnrr^  conipleK 
'  ihags  -anuziiicty  easy 

..  Just  how  eaij  ' 
:  -  ■:  TVyont-Kaqi  . 
pEfrabooi-evto'   £/'  ?.(  )  ,  -,  .')-.■■ 
TOWZ.  hot  exam-  "V-^^^"'/    ^'/.il^f  ^ 

aantiy  totaK  f<M>  or        "  — 

columns  with  a  clitk-difk  nfyour  mouse, 
Au  ti  *  imiat  lets  you  diJpN- '    uf  14 
pTcfesKKiTBlly  tiesijincd-  bulling 
formats  10  your  wurWiect  wilh 
r\  clidcifwjfnhnjse. 
•  -^rii^r  TheyVelwtli 


Then  there  arr  laming  tools  lito; 
Wizards,  which  art  stpp-hy  wpffuidcsof 
variixis  feature*  Rvc ryth inn V  designed 
tci  hf  Ip  yoii  act  your  dav-to-otiy  number 
crunching  done  with  trie  greatest  of  ease. 

But  hw  ciisy   it  ti>  switch? 

I'lrsl  of  all.  niiiurally  yvucan  brins 
M  of  your  ex  I  sti  TO  L-2-3  ivork  with  you, 
because  Miemwift  KxcH  reads  and  wntcs 
ull  your  1-2-3  filc«.  and  njns  yijur  1-2-3 
macros -unmytlifiet!  So  yiAir  mwatment 
Willi  Lotus'  issafe. 

Whal'3  inore,  Microsoft  li<cel  lets 
VTXj  learn  aiing  what  vnu  already  know, 
With  Help fiir  Lotusl-Muscrri, when 

 TTT"-  >-uu  Miter  your  fcimiliar  1-2-3 

^ttf-t )  eomniaruls,  Microsoft  Extd 

.^Wij'  iheairrPSpnoclinHCOnintiind 
(By  the  way,  we're  the 

H!  I  >nl>' sprcattheti  fr)rWir»dfiw-s 
(llul^flervUhi^ckusywayli. 
;       .1  Surjjnicd?) 
,  rinafly,  dyM'n 

vC  <1."^>wN??<  using  Lotus  l-2'3 

Oualtro"Pm,>tiu 

"  '  can  upgrade  to  new 

,^:r:^.  Mjcneofi  ha\  -1 0  for 
Windows  Ihr  $l2<rri  Vre's  e\  en  a  90 -day 
mimey-ljack  guarantee  ) 

But  iherci  much  more  tn  Microeotl 
Lxcel  -l-U  for  Winikwb  thun  we  can  rcll 
ynuaboulhere  Wterecwmnendasldngfrir 
a  dcnio  ai  your  kxal  software  restdter's.  ()t 
justgivi-usdcallatWOO)  ^ 
323-3577,  Department  /r.JPi 
V29,(o(indoutinoreorto  :  ^tgkff 
ordcrynurrtipy.  ■  -i 'fvBs?^!  ' 

Bdbrr  ymj  know  it. 
youcuuWfindnMirectfttri'  ' 
ing  your  old  H(>refldihet:i 
treoW  hcavi"  If 


mi 


Eacts. 


The  Microsoft  ad  on  the  left  has  a  lot  to  say  about  their 
eadsheet,  Microsoft"  Excel.  It  also  has  a  lot  to  say  about 
'  spreadsheet,  1-2-3"'  But  before  you  believe  their  ad,  let's 
arate  fact  from  hype. 

The  truth  is,  Microsoft 
isn't  giving  you  all  Oie  facts. 

Microsoft  claims  that  Excel  will  read  and  write  all 
r  Lotus*  1-2-3  spreadsheet  files  and  run  your  1-2-3 
cros  unmodified. 

Not  true. 

Excel  can't  preserve  1-2-3  DOS  formulas  containing  a  3D 
ge.  It  can't  convert  a  number  of  .WK3  files  to  Workbooks. 
1  it  can't  mn  1-2-3  macros  containing  commands  from 
^ions  dating  back  to  Release  2.01. 

More  hype?  Their  ad  also  tells  you  that  a  1-2-3  user  need 
/  type  in  a  1-2-3  command  and  Excel  will  show  the  equiv- 
it  command. 

Wrong  again. 

The  fact  is,  Excel  can't  execute  your  familiar  commands 
n  Releases  2.2, 2.3, 2.4  and  3.1.  Try  pressing/,  Range, 
rch  in  Excel  and  guess  what  happens.  Absolutely  nothing. 

The  fact  is,  1-2-3  for  Wmdows  offers 
tile  best  transition  from  1-2-3  for  DOS. 
And  complete  compatibility. 

If  you're  a  1-2-3  user,  you've  probably  created  and  saved 
idreds  of  1-2-3  flies,  styles  and  macros.  Face  it,  you'll  certainly 
d  to  use  them  unmodified.  Well,  with  1-2-3  for  Wmdows'" 
can.  Because  only  1-2-3  for  Windows  is  able  to  read  and 
mte  every  1-2-3  for  DOS  file,  style  and  macro.  And  only 
3  for  Windows-with  its  built-in  Classic"  Menu -lets  you 
all  your  familiar  1-2-3  commands. 

What's  more,  only  1-2-3's  3D  technology  gives  you  easy 
3ss  to  256  worksheets  and  lets  you  build  ti-ue  3D  formulas. 

In  comparison,  Excel's  Workbook  is  a  limited  imitation 
!ue  3D.  Try  opening  a  large  1-2-3  3D  file  in  Excel  and  see 
it  happens.  It  might  work.  It  might  not. 


Now  ask  yourself,  why  would  a  1-2-3  for  DOS  user  looking 
for  the  easiest  way  to  move  to  Windows  choose  anything  but 
1-2-3  for  Windows? 

Tile  fact  is,  the  new  1-2-3  for  Wmdows 
includes  the  mostasked-for  improvements. 

The  new  release  of  1-2-3  for  Windows  includes  per- 
formance enhancements.  For  example,  it's  now  the  fastest 
Windows  spreadsheet  for  printing  on  PostScript"  printers. 
We've  also  added  over  25  innovative  new  features,  usability 
enhancements  and  programming  tools. 

The  result? 

1-2-3  for  Windows  is  now  one  of  the  most  powerful  and 
easy-to-use  spreadsheets  ever  developed. 

Umnatched  database  capabilities 
in  a  spreadsheet 

If  you're  a  spreadsheet  user  who  needs  to  access  external 
databases,  1-2-3  for  Wmdows  remains  unmatched -particularly 
if  you  need  relational  capabilities.  Excel's  data  access  capa- 
bilities, on  the  other  hand,  rest  on  a  third-party  product  that 
offers  limited  relational  capabilities.  Which  explains  why 
Corporate  Computing  (August  1992)  recently  wi'ote  that  Jor 
tfie  experienced  1-2-3  database  user,  1-2-3 for  Wmdows  with 
DataLens"  is  tfie front-end  tool  of  choke'.' 

Join  millions  of  spreadsheet 
users  who  prel^r  Lotus. 

Not  only  do  more  people  prefer  our  product,  but  according 
to  the  ComputerWorld  Spreadsheet  Brand  Pi^ference  Study  more 
people  pi'efer  our  company  In  fact,  Lotus  beat  everybody  (includ- 
ing Microsoft)  for  the  awards  of  "best  company  to  do  business 
■with "  and  the  'Company  that  offers  the  best  service  and  support'.' 

For  more  infomiation,  visit  your  Lotus  Authorized  Reseller 
or  call  us  today  for  your  free  demo  disk  at  1-800-TRADEUI* 
exL  7218.* 

After  all,  it  only  makes  sense  to  base  your  spreadsheet 
decision  on  facts  rather  than  hype. 


Lotus 


1-2-3  for  Wmdows 


*In  Canada  call  1«00-GO-LOT11S,  ©1992  Lotus  Development  Corporation,  55  Cambridge  Parkway,  Cambridge,  MA  02142  All  rights  reserved,  Lotus,  1-2-3  and  DataLens  are  registered  trademarks  of  Lotus 
Development  Corporatiuii  Classic  is  a  registered  trademark  licensed  to  Lotus  Development  Corporation  Microsoft  is  a  registered  trademark  and  Windows  is  a  trademark  of  Microsoft  Corporation, 

PostScript  is  a  registered  trademark  of  Adobe  Systems.  Incorporated. 


NUMBER  3295 


Business^Mfeek 


NOVEMBER  30,  1 1 


DOING  THE  RIGHT  THING:  L.L.  BEAN'S  EFFICIENCY  DRAWS  FIVE  'LET  US  VISIT'  REQUESTS  A  WEEK  FROM  COMPANIES  LOOKING  TO  IMPROVE 


Special  Report 


66 


69 


70 


74 


QUALITY 

Small  and  midsize  companies,  which 
produce  nearly  half  of  all  U.  S. 
exports  and  employ  more  than  half 
of  all  factory-  workers,  make  up  48' ' 
of  this  year's  applicants  for  Baldrige 
awards.  That  focus  is  long  overdue, 
since  U.  S.  competitiveness  depends 
so  much  on  it.  and  too  many  small 
companies  have  yet  to  catch  on 

HOW  GOVERNMENT  CAN  HELP 

Playing  midwife  to  'baby  Baldriges' 

AUTO-PARTS  HONOR  ROLL 

A  handful  of  small  suppliers  have 
become  industry  pacesetters 

BEG,  BORROW,  BENCHMARK 

To  compete,  companies  now  openly 
copy  others'  best  practices 


Top  of  the  News 


32  NIFTY  NUMBERS 

According  to  a  variety  of  indicators, 
the  economy  is  finally  picking  up 


34  BUSINESS  WEEK/HARRIS  POLL 

How  executives  feel  about  Clinton 
and  Gore  now 

35  CM  IS  A  WRECK 

N  ow.  the  carmaker's  debt  could  be 
downgraded 

36  BACK  IN  THE  PICTURE? 

A  U.  S.  high-tech  consortium  is 
eyeing  the  flat-panel  display  market 

37  COMMENTARY 

Bush's  well-placed  kick  in  the  trade 
talks  got  things  moving 

40  BUT  CAN  HE  SWING  AN  AX? 

What  Clinton  plans  to  cut  in  the 
bureaucracy — and  what  the  odds  are 

41  SUNUNU,  HE  AIN'T 

N'lee  guy  Eli  Segal  for  chief  of  staff? 

42  COMMENTARY 

Time  to  end  baseball's  monopoly 

44  DRIFTING  INTO  'TEA  MIND' 

Republic  of  Tea  as  lifestyle 

46  IN  BUSINESS  THIS  WEEK 

Goodbye  to  the  Allante,  Chrysler. 
Marriott,  mail-order  swimming 
pools.  Cray,  the  United  Way 


International  Business 

54  IRELAND 

GP.-\,  the  big  plane  leasa^ ,  needs  l(  it.- 
of  cash — and  fast 

56  JAPAN 

Cartel-like  media  clubs  won't  gW*- 
foreign  financial  reporters  a  brt  :-.!. 

60  INTERNATIONAL  OUTLOOK 

Beijing's  .Mr.  Business,  Zhu  Roi.^  . 
is  on  the  rise 

Economic  Analysis 

26  ECONOMIC  VIEWPOINT 

Roberts:  Think  small.  .Mr.  Clinton 

28  ECONOMIC  TRENDS 

Paging  Dr.  Keynes.  Chinese  trade, 
slow  global  growth,  retail  sales 

29  BUSINESS  OUTLOOK 

Don't  ex]iect  fast  action  at  the  Fed 

no  PUT  ON  THAT  WHITE  COLLAR 

Good  news  for  the  economy: 
Professional  firms  are  hiring  again 

1  I  1    TRADING  IN  THE  SHINGLE 

The  self-employment  surge  slows 


4  BUSINESS  WEEK/NOVEMBER  30,  1992 


IN  .\0\\ 
ACCEPTING 
APPLICATION 
FOR  PART-TIM: 

SAl.EN  IH^hlON^ 


12   IS  THE  WORST  OVER? 

AS  CONSUMERS  START  BUYING, 
BUSINESSES  SI  ART  BORROWING,  AND 
THE  CLINTONS  START  PACKING, 
THERE'S  A  LOVELY  LITTLE  UPTICK 


106    TRAIL  BLAZER: 

MICROSOFT  CO-FOUNDER  PAUL  ALLEN 
IS  BETTING  MILLIONS  THAT 
MULTIMEDIA  WILL  BE  THE  NEXT  WAVE 
IN  PERSONAL  COMPUTING 


94    'THE  GREAT  DIGITAL  HOPE'  DIMS: 
AFTER  ALL  THE  HYPE  AND  DELAYS, 
DOES  PDA— PERSONAL  DIGITAL 
ASSISTANT— REALLY  STAND  FOR 
'PROBABLY  DISAPPOINTED  AGAIN'? 


Government 

II  WASHINGTON  OUTLOOK 

Labor  cuts  Clinton  some  slack 

Sports  Business 

>5  LOGO-LADEN  SPORTS  WARES 

Can  pro  leagues  sell  much  more? 

The  Corporation 

'7  GIANNI  AGNELLI'S  LAST  HURRAH 

Nearing  retirement,  Fiat's  chairman 
is  revamping  its  aging  fleet 

0  KLM-NWA:  NOT  READY  TO  LAND 

Cash  woes  could  poison  their  merger 

Legal  Affairs 

2  BALICK'S  BAILIWICK 

A  Delaware  judge  with  a  full  docket 

Finance 

6  TASTY  NEST  EGGS 

Competition  to  manage  soaring 
401(k)  plan  assets  is  intense 

7  TRADERS  IN  A  TRANCE 

Some  Wall  Streeters  try  hypnosis 

8  MORE  RUE  FOR  THE  PRU? 

New  documents  may  be  damaging 

9  BANKING  ON  RISK 

A  community-development  approach 

1  INSIDE  WALL  STREET 

It's  Ron  Perelman  come  a  courtin' 
'Quintessential  Clinton  stock' 
A  hot  health  combo 

1   INVESTMENT  FIGURES  OF  THE  WEEK 


Science  &  Technology 

92  DEVELOPMENTS  TO  WATCH 

Nano-technology,  cleaner  exhaust, 
tape  for  superconductors,  quality 
ultrasound,  designer  diets 

93  A  GLEAM  FOR  SOLAR  ENERGY 

Could  a  recent  advance  in  materials 
lead  to  cheap,  clean  power? 

Information  Processing 

94  MIDGET  PCs,  MEAGER  RESULTS 

Apple's  bravado  about  handheld 
computers  has  proved  premature, 
and  everyone  is  hurting  as  a  result 


96  AN 'IN' IN  OUTSOURCING 

Clients  increasingly  are  choosing 
small  fry  to  process  their  data 

Marketing 

100  A  BIT  OF  A  RUT  AT  THE  GAP 

After  some  misfires  in  fashion  and 
pricing,  it's  time  to  regroup 

102   AD  SHOPS  COULD  USE  ANTIFREEZE 

Carmakers  put  the  chill  on  agencies 


People 


114   RETIREES  BEWARE: 

A  NEW  ACCOUNTING  RULE  MEANS  BIG 
CHANGES  ARE  ABOUT  TO  HIT  YOUR 
HEALTH  COVERAGE.  HERE'S  WHAT 
YOU  SHOULD  KNOW 


106  GREAT  EXPECTATIONS 

Software  guru  Paul  Allen's  budding 
multimedia  empire 

Personal  Business 

1 14  BENEFITS;  Retiree  health  plans 
BENEFITS:  The  'source  tax'  threat 
HEALTH:  Cutting  PC  radiation 
SMART  MONEY:  Asian  funds 
ELECTRONICS:  Digital  cassettes 

Features 

6  BUSINESS  WEEK  INDEX 
10  READERS  REPORT 

22  BOOKS 

Blumay  and  Edwards:  The  Dark  Side 
of  Power 

119  INDEX  TO  COMPANIES 

122  EDITORIALS 

Spread  the  gospel  on  quality 

The  line-item  veto  is  worth  the  fight 

I'lav  fair  in  the  air 


!SS  Week  (ISSN  0007-7  \  35)  published  weekly,  except  for  one  issue  in  Jonuory.  by  McGraw  Hill  Inc  U-  S-  subscriber  rale  $44  95  per  yec 
id.  Circulation,  ond  Advertising  Offices:  1  221  Avenue  of  tfie  Americas,  New  York,  N,  Y  10020.  Second-closs  postage  poid  at  New  Yoi 
Registration  Number  9010.  Title  Reg.  in  U.  S.  Potent  Office.  Postmasler:  Send  address  changes  to  BUSINESS  WEEK.  P  O.  Box  430,  H 


r  In  Conodo,  one  yeor:  CDN  $66.00.  Single  copies  $2.75.  Executive, 
k,  N.  Y.,  and  at  additional  mailing  offices.  Postage  poid  at  Montreal, 
ghtstown,  N.  J.  08520. 


BUSINESS  WEEK/NOVEMBER  30.  1992  5 


|:ilMlit4.'^^V/=?g!lf;T; 


PRODUCTION 

Chonge  from  last  week:  -0. 1  % 
Chonge  from  last  year;  1.8% 


1967=100  {four-week  moving  overage) 


LEADING 

change  from  last  week:  0.1% 
Change  from  last  yeor:  5.6% 


220. 
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218.3 


Nov  7 
183.0 


215  . 


170 


Ullliill 


Oct  31 
183  1 
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1991 


1992 


July 

1992 


Nov 
1992 


200 


j  Oct  31 
218  2r 


Nov 
1991 


July 
1992 


Nov. 
1992 


The  production  index  dropped  slightly  du.-ing  the  week  ended  Nov  7  On  o 
seasonally  od|usted  bosis,  output  levels  of  trucks,  outos,  steel,  and  lumber,  plus  rail- 
freight  traffic,  all  declined  Crude-oil  refining,  poper,  and  paperboard  production 
increased,  while  electric  power  and  cool  production  were  unchanged  from  the 
previous  week.  Before  calculation  of  the  four-week  moving  average,  the  index 
decreased  to  182,3,  from  183.7 

BW  production  Index  copyright  1992  by  McGrow-Hill  Inc 


The  leading  index  was  virtually  flat  during  the  week  ended  Nov.  7,  Higher 
bond  yields,  a  big  increase  in  the  number  of  business  failures,  and  deterioration  in 
the  growth  of  M2  offset  a  large  improvement  in  the  growth  rate  of  real  estate 
loans.  Stock  prices  and  the  chonge  in  materials  prices  showed  little  movement. 
Before  calculation  of  the  four-week  moving  averoge,  the  index  stood  at  218.8,  little 
changed  from  218.7  in  the  previous  week. 


Leading  index  copyright  1  992  by  Cenrer  for  Internationa!  B 


Cvcle  Research 


Latest 
week 

Week 
ago 

%  Change 
yeor  ago 

STEEL  ( 1  1  /  U)  thous.  of  net  tons 

1,726 

1,674  = 

-4,4 

AUTOS  (1  1/141  units 

128,551 

122,581r* 

-3  3 

TRUCKS  (1  1/M)  units 

98,144 

90,665r= 

34,7 

ELECTRIC  POWER  |1  1,'U)  millions  of  kilowatt-hours 

55,471 

54,755= 

2  2 

CRUDE-OIL  REFINING  i n/u) thous  of  bbl  /d 

ay 

13,591 

13,539= 

6,5 

COAL  (1  1/7)  thous,  of  net  tons 

18,936*= 

18,959 

-2,7 

PAPERBOARD  (ll/7)lhous.  of  tons 

804,9* 

798. 1r 

4  4 

PAPER  |1  1/7)  thous,  of  tons 

789,0* 

794, Or 

2  5 

LUMBER  (11/7)  millions  of  ft. 

477,2# 

485,6 

-3,4 

RAIL  FREIGHT  (l  1/7)  billions  of  ton-miles 

21,6* 

22,1 

5  4 

Sources:  Amencon  Iron  &  Steel  Institute,  Ward  s  Automotive  Reports.  Edison  Electric  Institute, 
American  Petroleum  Institute,  Energy  Dept .  American  Paper  Institute,  WWPA  ,  SFPA  ,  Association 
of  American  Railroads 

Latest 
week 

Week 
ago 

Year 
ago 

JAPANESE  YEN  (n/i8) 

124 

124 

130 

GERMAN  MARK  (ii/is) 

1  59 

1  59 

1  60 

BRITISH  POUND  (n/i8) 

1  52 

1  52 

1  80 

FRENCH  FRANC  (11/18) 

5  37 

5.36 

5,46 

CANADIAN  DOLLAR  (n/i8) 

1  27 

1.27 

1,14 

SWISS  FRANC  (11/18) 

1,45 

1.43 

1,42 

MEXICAN  PESO  (ii/is) 

3,097 

3,122 

3,072 

Sources:  Ma|or  New  York  banks  Currencies  expressed 
pound  expressecJ  in  cJollars 

n  units  per  U  S 

dollar,  exce 

3t  for  British 

PRICES 

Latest 
week 

Week 
ago 

'~  Change 
year  ago 

GOLD  (11/18)  S/troyoz 

335,100 

331.150 

-7,6 

STEEL  SCRAP  (1 1/17)  #1  heavy,  $/ton 

89,00 

89  00 

-5  3 

FOODSTUFFS  (1 1/16)index,  1967=100 

202  5 

199,5 

1,5 

COPPER  |i  1/u)  c/lb 

100  5 

104,2 

-9  1 

ALUMINUM  (ii/u)c/ib 

53  0 

52  6 

0  4 

WH^AT  (11/U)«<2hard,  S/bu, 

3,70 

3,65 

-1,1 

COTTOM  (M/U)  strict  low  middling  1-1/16  in,. 

C/lb 

50,28 

49,39 

-8.9 

■  lf!.]i;[JI!|.]ff\MT1 


Latest 

Week 

%  Chang 

week 

ago 

year  ag 

STOCK  PRICES  (11/13)  S&P500 

420,94 

419,14 

7. 

CORPORATE  BOND  YIELD,  Aoo  (ii/i3) 

8,14% 

8, 1 2% 

-3. 

INDUSTRIAL  MATERIALS  PRICES  (ii/i3) 

96-0 

96.3 

0. 

BUSINESS  FAILURES  (II/6) 

417 

395 

-3. 

REAL  ESTATE  LOANS  ( 11 /4)  billions 

$401,1 

S398.9r 

-1. 

MONEY  SUPPLY,  M2  (i  1/2) billions 


33,440.5       53,465. 9r 


INITIAL  CLAIMS,  UNEMPLOYMENT  (io/3i)thous. 


355 


360 


Sources:  Stondord  &  Poor's,  Moodys,  Journal  of  Commerce  (index:  1980=100),  Dun  &  Brai 
street  (foilures  of  large  companies).  Federal  Reserve  Board,  Labor  Dept,  CIBCR  seasonally  odjus 
data  on  business  failures  and  real  estate  loons 
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Latest 
month 


Month 
ago 


%  Chang 
year  i 


INDUSTRIAL  PRODUCTION  (Oct  )  total  index 


109  0 


108. 7r 


CAPACITY  UTILIZATION  (Oct ) 


78.5° 


78.4° 


CONSUMER  PRICE  INDEX  (Oct) 


141.8 


141.3 


Sources:  Lc  ndon  Wednesday  hnol  setting,  Chicago  morket.  Commodity  Research  Bureau,  Metals 
Week,  Konsc  City  morket,  Memphis  market 


RETAIL  SALES  [Oct )  billions 

$163,3 

Sl61.8r 

5. 

Sources:  Federal  Reserve  Board  6LS,  Commerce  Dept 

■  ,'!.! ,' 1  ^  ^!     1 M  rj.W'.M«H^^^^^H 

latest 
week 

Week 
ago 

%  Chang 
year  ag 

MONEY  SUPPLY,  Ml  (ii/2) 

51,017  4 

$1,009.1 

15. 

BANKS'  BUSINESS  LOANS  (I1/4) 

279,8 

276  Br 

-6 

FREE  RESERVES  (ii/4) 

688 

947,- 

-28 

NONFINANCIAL  COMMERCIAL  PAPER  (ii/4) 

149,1 

146  3 

10 

Sources:  Federal  Reserve  Board  (m  billions,  except  for  free  reserves, 
two-week  period  in  millions) 

A'hich  ore  expressed  for 

MONEY  MARKET  RATES 

Latest 
week 

Week 
ago 

Yei 
ag 

FEDERAL  FUNDS  (ii/i7) 

3.06°o 

2.98°o 

4  89' 

PRIME  (11/18) 

6.00 

6.00 

7.50 

COMMERCIAL  PAPER  3-MONTH  (11/17) 

3.83 

3.60 

5  00 

CERTIFICATES  OF  DEPOSIT  3-MONTH  (ii/i7) 

3.77 

3.53 

4  98 

EURODOLLAR  3-MONTH  (ii/u) 

3  61 

3.46 

5  01 

Sources:  Federal  Reserve  Board,  First  Boston 


-Row  data  in  -^e  producfion  indicators  are  seasonally  adjusted  in  computing  the  BW  index  (chart);  other  components  (estimated  and  not  listed)  include  machinery  and  defense  equipmen 
1  =  Western  Wood  Products  Assn.     2  =  Southern  Forest  Products  Assn,     3  =  Free  market  value     NA  =  Not  avoiloble     r^revisecJ     NM  =  Not  meoningful  , 
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You  Too  Can  Raise  Your  Level 
Of  Productivity 


And  it  can  happen  overnight.  (Provided,  of  course, 
that  you  purchased  a  Minoita  EP  8602  Pro  Series  Cop- 
ier the  day  before.)  This  is,  after  all,  the  copier  that 
was  rated  "the  most  productive  in  its  class  Py 
Thomas  A.  Minnella,  a  leading  independent  analyst.* 
i  With  good  reason,  it  produces  60  copies  per  min- 
ute, comes  with  a  20-Pin  stapler/sorter,  gets  50,000 
copies  between  toner  refills  and  has  a  61%-164%  zoom. 

What's  more,  Minolta's  remarKable  S.M.A.R.T.  system 
automatically  contacts  your  service  rep  at  the  mere 
hint  of  trouble. 

Clearly,  the  EP  8602  will  do  wonders  for  your  pro- 


ductivity. (And  rememPer.  those  who  increase  their 
productivity  stand  the  best  chance  of  ruling  the  roost.) 

For  more  information,  and  your  own  copy 
of  Minnella's  32-point  productivity  analysis,  call 
1-800-9-MlNOLTA. 


•Author  Of  The  Copier 
Productivity  Primer 


PRO  SERIES  COPIERS 


ONLY  FROM  THE  MIND  OF  MINOLTA 


MINOLTA 


"  Dealing  VNith  Akzo  means  dealing  v\ith  business 
unitsuhoarerightintheforefrontoftheirchosen 
field.  So  it  may  surprise  you  that  we  ha^  en't  the 
slightest  inclination  to  become  one  of  the  vsorld's 


largest  chemical  companies.  We  much  prefer  1 
big  in  the  areas  vse  choose.  Yes.  we  make  acqu 
tions.  But  never  just  to  grou  bigger.  Only  if  it 
value  to  our  existing  operations.  Yes.  we  pene^ 


Akzo  is  one  of  ine  world  s  leading  companies  in  selected  areas  of  chemicals,  fibers,  coatings,  salt  and  health  care  products.  Some  6 
people,  active  in  50  countries  around  the  world,  make  up  the  Akzo  workforce.  For  more  information,  write  or  call:  Akzo  Americ 
Corp.  Comm.  Dept.  R2.  300  South  Riverside  Plaza.  Chicago,  II.  60606.  Phone  (312)  906-7500. 
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HOW  COLLEGE  GRADS  CAN 
TRANSFORM  ONCE-ROUTINE  WORK 

Your  article  ".Just  how  welcome  is 
the  job  market  to  college  grads?" 
(Economic  Trends,  Nov.  9)  may  give 
readers  the  wrong  impression  on  the  im- 
portance of  increasing  higher  education 
in  America  as  a  competitive  strategy,"  for 
the  21st  centun.". 

The  author  cites  research  that  "the 
percent  of  college  grads  employed  in  oc- 
cupations not  requiring  a  college  de- 
gree— retail  sales,  farm  work,  clerical, 
assembly-line  jobs,  mechanics,  and  many 
services — rose  from  about  ITr  to  187^." 
The  implication  is  that  we  are  turning 
out  more  college-educated  people  than 
needed.  It  is  important  to  realize  that 
looking  at  job  categories  doesn't  tell  us 
whether  the  person's  education  is  being 
utilized.  Putting  higher-educated  people 
into  formerly  routine  work  often 
changes  the  nature  of  the  job. 

Certainly,  educated  farmers  have  in- 
creased agricultural  output.  Mechanics 
today  must  understand  complicated 
manuals,  and  college-educated  people 
can  be  more  productive  as  mechanics. 

Innovation  in  production  or  paper-pro- 
cessing is  more  likely  to  occur  from  the 
participation  of  "overeducated''  workere. 
Also.  U.  S.  manufacturing  competes  best 
in  world  markets  when  it  uses  more 
technical  processes  that  give  a  competi- 
tive advantange  to  a  higher-educated 
work  force. 

For  example,  cellular  manufacturing, 
where  parts  are  manufactured  from 
start  to  finish  by  a  team  of  workers,  has 
led  manufacturers  to  use  more  college- 
educated  production  workers  because 
they  raise  productivity. 

Elizabeth  C.  Bogan 
Senior  Lecturer  in  Economics 
Princeton  University- 
Princeton.  X.  J. 

DON'T  UNDERESTIMATE 

THE  DEFICirS  IMPAa  

The  recent  commentar}'  on  the  federal 
budget  deficit  by  Paul  Craig  Roberts 
("The  deficit  isn't  public  enemy  Xo.  1." 
Economic  ViewTDoint,  Xov.  9)  misses  the 
point.  His  assessment  of  the  impact  of 


the  deficit  on  the  economy  may  bt  ;.jr- 
rate,  although  I  have  a  somewhat  mc 
negative  view.  Clearly,  real  intere 
rates  would  be  lower  if  the  budget  we 
balanced,  possibly  as  much  as  Y-'c  to  l.i 
lower.  This  would  have  a  strong  stimu 
tive  effect  on  the  economy. 

I  also  believe  that  the  deficit  is  a  dr; 
on  investment  and  that  the  recent  rec( 
sion  could  have  been  avoided  if  the  bi 
get  had  been  near  balance.  The  fedei 
government  could  have  used  fiscal  poli 
to  stimulate  the  economy.  Japan  has  r 
suipluses  for  years,  and  it  is  now  able 
use  a  S90  billion  fiscal-stimulus  progr£ 
to  combat  the  slowdown  in  its  econor 
without  having  to  woriy  about  drini 
interest  rates  up. 

Because  the  deficit  is  so  large,  it  h 
sidelined  fiscal  policy  and  put  the  enti 
burden  on  monetarj-  policy. 

Robert  Klei 
Vice-President,  Senior  Econom 
Public  Sector  Consultants  Ii 
Lansing.  Mic 

LEGALIZED  DRUGS:  LET'S  NOT 
OPEN  THAT  CAN  OF  WORMS 

Congratulations  to  Gaiy  Becker  on  j 
ceiving  the  Xobel  prize  in  economit 
I  do  not  feel,  however,  that  he  has 
sound  theon"  on  the  drug  problem 
namely,  that  di-ugs  should  be  gi-adua 
legalized.  "This  might  increase  dri 
use."  Becker  says.  "But  legalizing  dru 
would  reduce  crime  and  free  police  1 
more  serious  activities"  ("An  econom 
for  the  common  man."  Top  of  the  Xev 
Oct.  26). 

When  prohibition  was  abolished,  o 
group  of  activities  that  was  alcohol  rel; 
ed  was  substituted  for  a  new  group 
alcohol-related  activities.  Xow,  law-< 
forcement  officers  handle  an  enormo 
number  of  calls  for  semces — fami 
neighbor,  and  business  disputes,  : 
saults,  and  thefts — that  in  some  way 
volve  the  consumption  of  legalized  al( 
hoi  or  are  the  result  of  overconsumpti 
of  legalized  alcohol. 

With  this  in  mind,  one  can  presur 
that  these  same  crimes  and  probler 
will  most  likely  exist  if  illicit  drugs  a 
legalized.  And  if  society  makes  it  t 
easy  to  purchase  drugs,  we  will  only  g 
an  increase  in  drug-related  crimes.  0 
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LONG-TERM  DISABILITIES. 
iVERE  SETTING 
m  COMPANY  BACK. 


CNA  SHOWED  ME  AWAY 
TO  MANAGE  MY  COSTS!' 

CNA  can  show  you  how  to  manage  your  disability  costs  and 
help  your  disabled  employees  get  the  right  care. 

CXAs  medical  staff  and  network  of  rehabOitation  professionals 
help  you  do  this  by  minimizing  the  chance  that  short-term 
disabilities  will  become  long-term.  We  guide  your  disabled 
employees  to  appropriate  care  and  counseling  early  on.  And 
that  makes  earlier  recovery  and  return  to  work  more  likely 
This  helps  you  manage  the  direct  costs  of  disability  as  well 
as  the  hidden  costs  of  retraining,  replacements,  overtime  and 
reduced  productivity 

Many  independent  agents  and  brokers  recommend  the  CXA 
Insuj-ance  Companies  for  the  extra  \  alue  we  bring  to  their  business 
clients-like  showing  them  how  to  manage  disability  costs.  .Ask 
your  independent  agent  or  broker  about  CX.A. 


N A  INSURANCE  WORKING  HARDER  FOR  YOU. 


CNA 


® 


For  All  the  Commitments  You  Make 

CNA  provides  property/casually,  lile/heallh,  workers'  compensalion  and  employee  benefits  insurance, 
CNA  Shorl-  and  Long-Term  Disability  Insurance  is  underwritten  by  property/casualty  and  lite  insurance 
companies  ol  the  CNA  Insurance  Companies/CNA  Plaza/Chicago.  IL  60685 
Independent  agents  wtio  represent  CNA  are  listed  in  Itie  Yellow  Pages 


IhE  Compaq  ProSig 
The  Same  Impact  As^ 


PC 

>UR 


Not  long  ago,  we  introduced  PCs  that  established  us 
as  the  new  leader  in  affordable  computing.  To  that  we 
no^\  add  the  COMPAQ  ProSignia  Family  of  PC  Sers  ers: 
delivering  a  new  level  of  performance,  affordabilitv 
and  support  by  establishing  a  new  class  of  PC  servers. 


IronicallN,  the  more 
critical  vour  PC  network 
becfmies,  the  more  likelv 
vour  netwxjrk  server  will 
pr()\e  inadequate. 

The  taster  xou  need 
something,  the  slower  it 
deli\  ers.  W  hen  it  s  time  to 
upgrade  or  expand,  vou 
tind  vourselt  at  the  teeh- 
noloaical  equivalent  ot  a 
dead-end  street. 

\\  hieh,  needk-ss  to  sav, 
can  he  a  jirohlem. 

What  vou  need  is  an 
eas\-to-mana<Jc  s\stem  ot- 
terina  high  pertormance, 
tle.\ibilit\  and  extended 


support.  .All  at  an  excep- 
tional price. 

In  ( ither  words,  a  break- 
through. 

in  still  other  words,  the 
newCO.\lP.\Q  ProSignia. 


PROCESSORS:  chip  upgradable  1 
4S6/33  or  4S6D.\2 /66  EXPAN- 
SION: 7  32-Bn  EISA  bus  master  j 
slots  STORAGE:  over  6GB  inter-  I 
nal  in  S  bays  HARD  DRIVES: 
Fast-SCSI-2  (330MB.  SSOMB.  [ 
WSGB).  Drive  Array  Pairs  (6S0MB.  \ 
1.02GB).  IDE  (210MB.  340MB. 
'^lOMB)  DRIVE  CONTROLLER: 
Integrated  or  optional  32- Bit 
Fast-SCSI-2.  ID.i-2.  or  Integrated 
IDE  (on  wodels  I/EL  and  340/\y) 
NETWORK  CONTROLLER: 
Preinstalled  32-Bil  \etFlc\  Control- 
ler SERVER  .MANAGEMENT: 
IXSlGHT  Server  Manji^ement 
Framework  RA.M:  4-I2SMB  of 
inJustr\ -standard  SIM  MS 
K.\ST\:  Free  three- vear.  parts  and 
labor,  on-site"  ivarrantv  SUP- 
PORT: Free  24-hour.  7-dav  hard- 
ware support. optional  multi-vendor 
network  operating  system  support. 


For 
starters. 

the  COMPAQ!^ 
ProSignia  486/33 
outperforms  compara 
blv  configured  IBM 
Dell  seners  bv  83%  a 
64%,  respectivelv."  ( Be 
ot  \\'hich,  h\  the  wax, 
much  more  expensiv 
hi  not-so-simple  ter: 
here's  how  we  did  it: 

Compaq  ProSigi 

disk-contigured  mod 
come  standard  w  ith  an 
new  32-Bit  Fast-SCS 
Controller  tliat  pertor 
twice  as  tast  as  old  S( 
technologv.  .As  well  a 
preinstalled,  COM?/ 
32 -Bit  NetFlex  Control 
that  w  orks  w  ith  Ethen 
or  Token  Ring.  .And 
those  who  require  tr' 


C  1^92  Compaq  Computer  CnrporjUon       Rights  Reserved  COMPAQ  Registered  US  Paienr  and  Trademark  OfTice  ProSienja,  NetFlex  and  CompaqCare  are  trademar 
Compaq  Computer  Corporation.  Product  names  mentioned  herein  ma\  be  trademarks  and  or  registered  trademarks  of  their  respective  companies  'Results  from  runnin 
Week  File ServerShcwtouttest  AH  products  vvith  16  MBofR        COMPAQ  ProSignia «ithintegr3ted  }2.Bit  Fasl-SCSI-2ControIlerandfour  550MBFa^ 
Dell  PowerLine  450SE  with  Del!  SCSI  Controller  and  tour  6S0MB  SCSI  Hard  Dri\es-  IBM  PS.  2  XP486/  50  Model  95  with  IBM  SCSI  Controller  and  four  400MB  SCSI  I 


VER.>^  Expect  It  To  Hwe 
ENTLY  Introduced  PCs. 


lonlinarv  capahilitit  s, 
ff  er  an  optional  32-Bit 
2  Controller. 
11  of  which  means  it 
i  a  lot  less  time  to  ^et 
more  done.  No  more 
waiting  for  files.  No 
more  staring 


maintain  better  control 
over  vour  entire  network, 
hut  can  also  anticipate, 
and  help  prevent,  poten- 
tial problems. 

The  simple  translation: 
Fewer  headaches.  For  you. 
For  users.  Forever. 

We've  even  turned 


:om 


;nthat 
;s  just  as 
kly  back, 
le  COMPAQ 
»ignia  is  also  the 
affordable  PC  server 
rporating  advanced 
agement  technolo- 
Included  is  a  set  of 
ile-to-use  features 


up  the  volume  on  our  ser- 
\ice  and  suppcjrl  pnjaram. 
You  get  a  full  three-\ear, 
on-site"  limited  w  arrantv, 


7- (lav- a- week  technical 
support.  Free. 

C(;mpaqCare  also  now 
includes  our  optional  Ad- 
VcUiced  Network  Support 
Agreement,  a  ccMnprehen- 
sive  selection  ot  systems- 
related  support  services 
that  can  be  customized 
to  meet  vour  needs. 
T)  learn  how  easy  it 
is  to  get  up  and 
running,  just  call 
1-800-345-1518 
in  the  U.S.,  or 
1-800-263-5868 
in  Canada. 
You'll  find  out  why 
the  COMPAQ  ProSignia 
represents  such  an  excep- 
tional value.  And  whv  it 
will  undoubtedly  make  a 
big  impression.  On  the 


not  only  help  you        as  well  as  24-hour-a-day,       marketplace,  and  on  you. 

'This  service,  provided  by  Contracted  Service  Providers,  is  specitii  to  hardw  are  products  and  may  not  be  available  in  certain  geographic  locations.  Consult  the  Compaq 
r  Support  Center  for  details.  tSuggested  retail  price,  reseller  price  nia\  \ary .  price  indicated  is  for  non-disk-conngured  COMPAQ  ProSignia+86/3i  Model  1 /EL,  not 
here;  monitor,  NetFlexControUernot  included  Models  including  hard  drive  and  NetFlex  Controller  start  under  S4  500,  The  Intel  Inside  logo  is  a  registered  trademark 
'orporation 


The  COMPAQJ'wSiijnia  starts  ot  under 
$2,700'^  and  IS  designed,  tested  and 
certified  to  run  NetWare Jlawlessly.  We 
even  offer  NetWare from  Compaq  to  op- 
timize server  management  capabilities. 


With  only  industry-standard  technolo- 
gies and  an  easy-to-upgrade processor 
path,  the  COAlPAQfroSignia  provides 
a  cost-effective  way  to  meet  today's 
needs  today.  And  tomorrotv's  tomorrow. 


...Books  to  Get  Your  Computing  Down  Cold 

For  Matchless  Coverage  of  Today's  Hottest  Software  Choose  Osborne  Computer  Books 


Ami  Pro  3  Made  Easy 


Pa'acoi  4  : 

Tne  Compleie  Reference 
S23.95 


Quicken  -  6  Made  Easy 

D3V13  Can-©K-!  £-: 
MaiyCanrae!! 

519.95 

i55fJ;Lj-D-3E1B9^7 

Excel  4  for  Windows  - : 
Hie  Complete  Reference 

Ly  Uan.:.  S.  !.fe~5A3  ana  i^ST}&  S?.^D^r 

S29:95 

;SB!il:  'Cr-u~-SB1  S36-2' 

Os:;'"5  ras  Guisiaricing  :)0":jisr  cooks  icr  even  one  a:  every  SKiii 
level.  Ge!  a  fast  start  viitti  nw  soMare  by  Tollowing  our  siep-by-siep 
Made  Easy  ojides.  For :et=-e:  :;.T';:f  y  '"-"eoiaieancmore 
tz .  i      :e;nniques.  ij' ::  ^'e  Inside  &  Out  5r'  e?  -^s  e  "e-siop 
'e.s:-':e'o'a"yOj'C„fr  :  ;  The  Complete  Reference  :eies 
s  ioeai.  .hho  Jamsa's  1001  ie'es ;  .ei=  -sersz^:  -s  .::.psand 
soiftvi2Te una.;     -  in'.'r'e. 

Cneck  m\  tnese  RED  HO"  oomputer  books  and  other  fine  Osborne 


Osborne  \A 


AVAILABLE  NOW  AT  Woldenbooks  & 
Walden: 


ets  are  daiiji'crous  enough  without 
ing  legal  "undei'  thi'  influence"  per- 
5  roaming  about. 

Daryl  H.  Meeks 
Sergeant 

Los  Angeles  County  Sheriff  Dept. 

Inglewood,  Calif. 

1  THE  REAL  ROGER  SMITH 
ASE  STAND  UP? 


s  an  assembly  worker  of  the  Gener- 
Lal  Motors  Corp.  plant  in  Lordstown, 
),  I  sometimes  raise  eyebrows  with  a 
J  of  BUSlNtSS  WEEK  constantly  in  my 
c  pocket.  As  a  rule,  auto  workers  are 
generally  sympathetic  to  the  views 
Big  Business." 

our  commentary  "Fixing  CM:  Pages 
[1  a  radical  repair  manual"  (Top  of 
News,  Nov.  16)  was  right  on.  Your 
^estions  to  replace  Roger  Smith  on 
board  of  dii'ectors  with  an  official  of 
United  Auto  Workers  would  send  a 
r  signal  to  the  blue-collar  men  and 
len  that  the  ax  that  is  about  to  fall  is 
3le-bladed. 

any  people  at  the  shop-floor  level 
sympathy  for  Robert  C.  Stempel, 
Smith  is  universally  despised.  The 
t  common  comment  that  I  heard 
it  cost-cutting  measures  was  that 
th's  fat  pension  should  go  first.  If 
agement  wants  to  get  our  attention 
prove  that  this  is  not  just  another 
mick  to  get  us  to  give  concessions, 
1  maybe  they  should  walk  around 
I  a  rolled-up  copy  of  business  week 
leir  back  pockets. 

Bob  Price 
Austintown,  Ohio 

s  a  middle-level  engineering  manag- 
Ler  at  a  major  Detroit-area  automo- 

supplier,  your  commentary  regard- 
GM  was  very  amusing  to  me.  For 
nple,  Saturn  Corp.  is  praised  highly, 
e  it  is  recommended  that  Roger 
.h  be  unceremoniously  kicked  off  the 
•d.  It  seems  rather  ironic  to  me  that 
Dne  man  at  GM  who  is  most  responsi- 
for  the  successful  concept  of  Saturn 
Id  be  so  unjustly  treated. 

William  M.  Floyd 
Livonia,  Mich. 

SS  WHO  CAN'T  AFFORD 

lUY  AMERICAN  

the  report  "Guess  who  isn't  buying 
merican"  (Top  of  the  News,  Nov.  2), 
ignore  one  significant  factor, 
the  U.  S.  companies  that  are  able  to 
pete  internationally  lived  on  a  buy- 
■rican  diet — forgoing  cheaper  and 
er-quality  foreign  goods  when  avail- 
— they  would  simply  put  themselves 
competitive  disadvantage  with  their 


Lifelike  sound 
from  Virtually 
invisible  speakers? 

The  Answer  Is  Acoustiinasr 
Speaker  Systems 


"...its  powerful,  room-filling  sound 
emerges  from. ..speakers  that  could 
easily  be  held  on  the  palm  of  one's 
hand..."  -  Julian  Hirsch.  Stereo  Review.  1991 


The  Bose 

Acoiistimass-5  Series  II 
Speaker  System 

Replace  your  bulky, 
outdated  speakers  with 
Bose  breakthrough 
speaker  technology, 
and  your  eyes  won't 
believe  your  ears. 

Save  $100 

For  a  limited  time,  save 
at  least  $100  when  you 
replace  your  old 
speakers  with  black  or 
white  Acoustimass-5 
speakers  at  participat- 
ing authorized  dealers. 
For  details,  please  call 
toll-free 

1-800-444-BOSE 
Ext.  182 

USA  and  Canada,  Weekdays 

8  30AM  nPM  R.iliii.l.iv  "^AM  ^.PM  (FT) 


Better  sound  through  research 


i  l9i)?BiT,o(  uipi>i,ilinil  Ili,-Mu 


THE  DIAMOND  ANNIVERSARY  BAND. 

s  your  1st,  5tk  or  lOtk  anniversary,  tkis  year, 
teU  ker  you'd  marry  ker  all  over  again. 

A  diamond  is  forever 


(.6BHjg-990 

De  Beers      Suggested  retail  price  for  ring  $6,000.  For  more  information,  call  800  251-7474,  collection" 
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AT  THIS  ANNUAL  INVITATIONAL  SYMPOSIUM, 
THE  REGION'S  LEADING  CHIEF  EXECUTIVES  ARE  CONVENING 
FOR  A  COMMON  PURPOSE: 


TO  RETHINK  THE  FORCES  FUELING  ASIA'S  POWERFUL 
ECONOMIC  ENGINE.. .AND  TO  DISCOVER  NEW  WAYS  TO  ENHANCE 
GLOBAL  MOMENTUM. 


DISTINGUISHED  KEYNOTE  SPEAKERS  INCLUDE: 

CHRIS  PATTEN,  GOVERNOR,  HONG  KONG 
ROBERT  HAWKE,  PRIME  MINISTER,  AUSTRALIA,  1983-1991 
SAMUEL  C.  SHIEH,  GOVERNOR,  THE  CENTRAL  BANK  OF  CHINA,  TAIWA1^4 
PARK  SEH-JIK,  MEMBER,  NATIONAL  ASSEMBLY,  REPUBLIC  OF  KOREA; 
FORMER  MAYOR,  SEOUL;  PRESIDENT,  1  988  SEOUL  OLYMPICS 


PRESENTED  IN  ASSOCIATION  WITH: 

FUJI  XEROX  CO.,  LTD.  ' 
SPRINT  INTERNATIONAL 


DECEMBER  2-4,  1992 
THE  REGENT,  HONG  KONG 


FOR  MORE  INFORMATION  ABOUT  CORPORATE  SPONSORSHIP, 
PLEASE  CALL  WILLIAM  H.  DEGRAFF  AT  (212)  512-6012. 


"No  visible  speakers,  no  stack  of 
components,  nothing  that  looks  like 
sound  equipment... Hit  the  start  button 
and  suddenly  the  room  fills  with  music  of 
exemplary  clarity  and  fullness." 

Hans  Fantel.  The  New  York  Times  1990 


The  Bose  Lifestyle 
Music  System 

Replace  your  bulky, 
outdated  stereo  with 
Bose  breakthrough 
technology.  It  will 
change  the  way  you 
enjoy  music. 

Save  $200 

For  a  limited  time,  save 
3t  least  $200  when  you 
replace  your  stereo 
with  a  Lifestyle  system 
with  powered  Acousti- 
mass  -5  speakers  in 
black  or  white.  For 
details,  please  call 
toll-free: 

1-800-444-BOSE 
Ext.  183 

USA  and  Canada,  Weekdays 

8  30AM-gPM  S.iturd.av  9AM-5PM  (ET) 


Better  sound  through  research 


>        Huso  Corporalioii,  The  Mountd 

.■.(iniii,il:,,M,  MA  ni7Ul-'116«  USA 


Turn  your 
excess  inventory 
into  a  substantial 

tax  break  and 
help  send  needy 
kids  to  college. 

Call  tor  your 
free  guide 

to  learn  how  donating  your 
slow  moving  inventory 
can  mean  a  generous 
tax  write  off 
for  your  company. 

Call  708-69()-()()l() 

Peter  Roskam 
Executive  Director 


What  are  we  going  to  do  with  your 
extra  robots,  Fenton '' 


Maybe  a  small  college  football  team 
needs  a  new  front  line! 


P.O.  Box  3021,  Glen  Ellyn,  IL  60138 
FAX  (708)  690-0565 


Excess  inventory  today... 
student  opportunity  tomorrow 


BRINGING 
INFORMATION 
TECHNOLOGY 

DOWN  TO 
EARTH 


DMR  understands  that  business  drives  technology. 

That's  why  we  are  known  for  effecting  the  kind  of 
sensible  evolution  to  flexible,  practical  and  viable 
systems  that  make  businesses  hum.  It's  why  we  have 
become  one  of  the  foremost  international  providers 
of  information  technology  services  to  business  and 
public  enterprise.  We  focus  on  strategy,  architecture, 
productivity  and  the  benefits  associated  with  aligning 
information  technology  with  business  needs.  We 
deliver  innovative  solutions  that  emphasize  standards- 
based  and  open  technology  environments.  We  stress 
knowledge,  skills  and  technology  transfer  for  the  real 
world.  DMR:  the  seasoned,  practical  partners  in  Era  2 
IT  evolution...  the  experts  with  the  down-to-earth 
solutions. 
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ml  drawl"  offends  me  so  much  that 
I  ever  find  a  publication  that  is  as 
Drmative  and  as  well-put-together  as 
iIN'ESS  WFFK  is,  I  will  switch  in  a 
ih. 


»AN  VS.  FORD: 
MPARING  VALUES 

legarding  Larry  Armstrong's  "A 
kstviish  sedan — sans  sticker  shock" 
rsonal  Business,  Nov.  9),  it  has  been 
)wn  that  people  don't  buy  the 
pped-down  version  of  a  car  line,  so 
,000  for  the  base  Altima  is  no  big 
.1.  Compare  the  GXE  version  loaded 
way  most  people  buy  their  cars,  and 

1  have  a  different  story. 

n  April,  I  bought  the  newly  designed 

2  Taurus  LX  optioned  out  with  the 
liter  engine,  dual  air  bags,  antilock 
kes,  leather  interior,  climate  control, 
:tric  moonroof,  and  more  for  $18,400 
s  tax.  Just  compare  the  size  and  val- 
of  my  Ford  family  sedan  to  the  Al- 
a.  I  call  that  a  bargain — and  no  dirty 
ks  from  my  United  Auto  Workers 
mds,  since  the  car  was  made  in  Chica- 
by  an  American  company. 

lales  of  the  Altima  are  currently  run- 
g  below  company  expectations.  May- 
my  example  can  help  explain  the  rea- 
why. 

Kenneth  M.  Tkatch 
Boardman,  Ohio 

RE'S  WHAT'S  GOOD  ABOUT 
lERiCAN  EXPRESS;  SERVICE 

i#hat  you  say  about  the  American 
W  Express  card  is  largely  true, 
ess-than-fantastic  plastic,"  Finance, 
/.  9).  For  several  years,  I  have  car- 
l  an  unused  Platinum  card  because 
services  provided  make  it  much  more 
ful  to  simply  have  than  to  actually 

[owever,  last  month  I  began  using  it 
earnest  with  every  establishment  that 
take  it,  despite  the  great  number  of 
juent-flier  miles  I  have  been  earning 
n  my  bank  Visa  card.  The  reason? 
!  appalling  and  unconscionably  inept 
,'ice  I  received  from  the  bank  when- 
r  I  had  a  minor  problem  with  my 
3unt. 

iO  amount  of  goodies  can  compensate 
those  Kafkaesque  experiences,  and 
ody  can  top  American  Express  when 
3mes  to  customer  service. 

Lee  Gruenfeld 
Santa  Monica,  Calif. 

it%  to  the  Editor  should  be  sent  to  Readers 
>rt,  Business  Week,  1221  Avenue  of  the  Ameri- 
New  York,  N.  Y.  10020.  Fox:  (212)  512-4464, 
(:  12-7960,  Intl.  4998204.  All  letters  must  in- 
;  on  address  and  daytime  and  evening  tele- 
le  numbers.  We  reserve  the  right  to  edit  letters 
;larity  and  space. 


Life-size  sound  from 
a  Virtually  Invisible 
stereo  system? 

The  Answer  Is 
Lifestyle*  Music  Systems 


"The  sound  of  the  Lifestyle 
Music  System  was  superb  from 
both  FM  and  CD."  -  Jul  an  Hirsch, 
Sound  &  Image  Magazine.  Summer  1990, 
about  the  original  Lifestyle-  music  system 


The  Bose  Lifestyle 
Music  System 

Replace  your  bulky, 
outdated  stereo  with 
Bose  breakthrough 
technology  that  will 
change  the  way  you 
enjoy  music 

Step  Up  Now  And  Save 

For  a  limited  time,  save 
at  least  $150  when  you 
replace  your  old  stereo 
with  a  Lifestyle  system 
with  new  black  or  white 
powered  Acoustimass  -3 
speakers.  At  participat- 
ng  authorized  dealers. 
R3r  details,  please  call 
toll-free: 

1-800-444-BOSE 
Ext.  184 

USA  and  Canada  Weekdays 

8  30AM-9PM  Saturday  9AM-5PM  lET) 


Better  sound  through  research 
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BUSINESS  WEEK 
SUBSCRIBERS 

We  make  it  our  mission  here  at  Business  Week  to  provide 
an  editorial  product  that  offers  business  news  and  devel- 
opments delivered  in  an  insightful  and  timely  fashion. 
We  strive  to  find  ways  to  help  you  excel  in  your  business 
and  personal  pursuits. 

It  is  in  that  regard  that  we  sometimes  make  names  and 
addresses  of  our  subscribers  available  to  companies  with 
quality  products  and  services  of  interest.  All  prospective 
customers  for  the  Business  Week  subscriber  list  are  care- 
fully screened  and  their  offers  examined  for  suitability. 
While  we  consider  the  information  and  offers  contained 
in  these  mailings  of  use  and  benefit  to  our  subscribers, 
we  are  aware  that  some  readers  may  not  wish  to  receive 
them.  If  you  prefer  not  to  receive  mail  as  a  result  of  being 
a  subscriber  to  Business  Week,  contact  us  and  we  will 
gladly  accommodate  your  request.  If  writing,  please 
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Business  Week 
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New  York,  NY  10020. 
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From  here  on  in,  every  li 

have  to  re^ 


The  BMW  525i:  $35,600.  The  Mercedes  300E:  $42,950.  The  Lexus  LS^O:  $44,300.  The  Acura  Le-er 
$28,000.*  Those  are  the  kinds  of  numbers  people  beheve  they  have  to  pay  for  a  high-quality,  hij 
performance  luxury  sedan.  (And  of  course,  the  companies  that  make  these  cars,  not  being  dumb,  ( 


courage  this  belief  by  raising  those  prices  every  year.)  However,  the  time  has  othcially  come  to  r.ik' 
long,  hard  look  at  the  relationship  between  a  car's  price  and  its  value.  What's  made  that  necessary  i 
starding  development  called  the  Chrysler  Concorde.  The  Chrysler  Concorde  is  a  new  luxury  sedan  w 


See  limited  warranties  at  dealer.  Restrictions  apply.  3/36  excludes  normal  maintenance,  adjustments  and  wear  items.  '92  competitive  MSRP's. 


y  sedan  in  the  world  will 
iy  its  price. 

;  horsepower  than  a  BMW  525i,  more  torque  than  a  Nissan  300  ZX.  And  thanks  to  a  revolutionary 
automotive  architecture  called  "cab  forward,"  more  interior  room  than  any  Acuta,  Intiniti  or  Lexus, 
s  a  list  ot  standard  features  that  reads  like  a  wish  list  (including  dual  air  hags).  And  when  it  comes  to 
W^^^^^^^^^^^^^^^^^^^^^^^^^^  how  it  drives,  Motor  Trend  describes  it  this 
[^^^^^^^^^^^^^^^^^^^^^^^^1  "lithe  and  agile,  the  balanced  handling 

ot  a  sports  sedan,  a  ball  to  drive."  Which 
brings  us  to  the  bottom  line.  The  Chrysler 
Concorde,  fully  equipped,  costs  $23,432.* 
No,  that's  not  a  hallucination.  It  just  means 
that  one  carmaker  in  the  world  is  asking  a 
basic  question.  Why  should  driving  a  high- 
ity,  beautifully  performing  automobile  be  a  luxury  reserved  for  the  privileged  few,  when  it 
be  offered  to  the  privileged  many?  For  more  information,  call  l-800-4A'CHRYSLER. 

D  VANTAGE:  CHRYSLER  IV 

DIVISION       OF       THE       CHRYSLER  CORPORATION 


mpie  with  options.  Title,  taxes  and  destination  fee  extra.  Actual  prices  vary.  Buckle  Up  For  Safety. 


THE  DARK  SIDE  OF  POWER:  THE  REAL  ARMAND  HAMMER 

By  Carl  Blumay  with  Henry  Edwards 
Simon  &  Schuster  •  494pp  •  $25 


DR.  HAMMER 
AND  MR.  HYDE 


Wlien  I  was  a  voung  reportei- 
with  The  Waif  Street  Journal 
in  Los  Angeles  back  in  1960, 
Cari  ijluniay  got  to  be  an  office  joi<e.  A 
local  I'l;  man,  he  dropped  by  constantly 
to  deliver  inconsequential  news  releases 
for  a  small  oil  producer,  Occidental  Pe- 
troleum Corp.  Blumay  would  bend  our 
ears,  suggesting  that  a  new  Oxy  drilling 
project  was  likely  to  uncover  the  next 
Saudi  Arabia.  We'd  listen— he  was  a  nice 
guy — then  toss  his  releases  in  the  trash. 

In  time,  of  course,  Oxy  made  it  big. 
And  in  the  process,  its  chairman.  Dr. 
Armand  Hammer,  became  one  of  Ameri- 
ca's most  celebrated  business  heroes.  He 
hobnobbed  with  Leonid  Brezhnev  and 
Prince  Charles,  toured  the  world  with 
his  art  collection,  and  gave  millions  to 
cancer  research.  When  he  died  in  1990  at 
92,  he  was  still  Oxv's  boss. 


Through  the  years,  a  few  writers  said 
the  Hammer  legend  was  at  least  part 
sham.  It  may  be  that  they  were  gener- 
ous. In  The  Dark  Side  of  Power,  Blu- 
may, for  25  years  Hammer's  chief  im- 
age-builder, relates  an  astounding  tale 
of  bribery,  manipulation,  and  deceit.  As 
Blumay  tells  it,  behind  the  warmth  that 
charmed  so  many — including  me — Ham- 
mer was  a  self-obsessed  con  man. 

Blumay  may  have  an  ax  to  grind:  He 
([uit  Oxy  in  1980  after  Hammer  put  an 
outsider  over  him.  And  some  of  his  fly- 
on-the-wall  accounts  seem  too  good  to  be 
true.  Did  he  jot  down  quotes  over  the 
years?  Plus  his  chief  source  for  personal 
dirt  was  Hammer's  brother  Victor,  now 
dead.  Yet  most  of  the  book  rings  true, 
because  Blumay  gives  the  inside  scoop 
on  things  long  reported  or  suspected: 
Hammer's  campaign  for  a  Nobel  Prize, 


his  ego-ventures  at  company  expens 
The  book  is  fascinating  and  disturbing- 
an  indictment  of  toothless  corporate  re 
ulation  and  a  revelation  of  what  we  wl 
try  to  report  on  business  are  up  agains 

Hammer,  says  Blumay,  lied  constar 
ly.  He  inflated  Oxy  gas  reserves  in  Sec 
rities  &  Exchange  Commission  filing 
He  ordered  Blumay  to  refute  journalist 
assertions  that  both  knew  were  true.  H 
claim  to  have  been  President  Kennedy 
"special  trade  adviser"  was  a  falsehoo 
as  were  his  averred  close  ties  to  othi 
U.  S.  leaders.  Indeed,  Blumay  documen 
Hammer's  pitiful  attempts  to  curry  f 
vor  with  Presidents  of  all  politic 
stripes.  Hammer  detested  Richard  Ni 
on — whom  he  resembled  in  his  need  f( 
adulation  and  his  vindictiveness — b' 
gave  heavily  to  his  campaigns.  Near 
every  President  seems  to  have  four 
Hammer  as  much  a  pest  as  I  used 
consider  Blumay. 

Hammer's  office  had  an  impressi\ 
display  of  photos  of  him  with  world  lea 
ers.  Some  were  fakes,  says  Blumay,  wl 
doctored  one  on  the  boss's  orders,  era 
ing  people  between  Hammer  and  Pres 
dent  Eisenhower  and  pushing  the  tw 
together.  Many  of  the  Faberge  eg| 
Hammer  gave  as  gifts  were  also  fak 
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's  Hlunuiy.  So  were  to- 
toes  he  passed  out  to 
w  York  security  ana- 
ts  during  a  speech.  He 
d  they'd  been  trucked 
im  California,  kept 
sh  by  a  new  Oxy  pro- 
s.  But  his  brother  had 
ight  them  locally, 
iammer,  Blumay  says, 
ead  bribes  as  freely  as 
Libyan  officials  got 
jlanes.  Some  key  Nige- 
ns  got  homosexual 
iStitutes.  A  California 
^niaker  got  $1,500  a 
nth  for  tips  on  state 
ings.  Seeking  an  explo- 
ion  contract.  Hammer 
d  $5,000  to  every  Vene- 
■lan  legislator,  says  Blumay.  He  also 
d  $100,000  to  a  Soviet  minister— 
ose  rivals  may  have  killed  her  as  a 
ult.  As  for  Hammer's  vaunted  Soviet 
nections,  Blumay  calls  him  a  "pimp 
the  Politburo"  who  tried  to  deflect 
3.  reaction  to  Moscow  deviousness. 
t  Blumay  doesn't  back  up  his  insinua- 
is  of  KGB  ties. 

lammer  was  a  womanizer  well  into 
age.  For  many  years,  says  Blumay, 
hmo  could  be  found  outside  the  home 
1  female  Oxy  employee  several  after- 


astounding 
tale  of  manipulation, 
bribery,  and  deceit, 
told  by  Hammer's 
own  image-builder 


noons  a  week.  His  wife  nearly  left  him. 
That  she  didn't  is  amazing:  At  a  political 
function  described  here,  she  tripped  and 
fell  on  her  face.  Hammer  rushed  ahead 
to  be  photographed  with  a  celebrity. 

Hammer's  deceit  peaked  in  1976,  when 
he  feared  prison  for  illegal  contributions 
to  Nixon.  To  avoid  court,  he  holed  up  in 
a  hospital,  feigning  heart  trouble.  His 
wife  brought  corned-beef  sandwiches, 
and  he  ran  Oxy  from  bed.  When  he  did 
go  to  court,  he  wore  an  oversize  suit  to 
look  like  "a  shriveled  gnome,"  says  Blu- 


may. He  was  only  fined. 
Back  at  the  hospital,  he 
leapt  from  his  wheelchair 
in  a  victory  jig. 

Shocking,  and — let's  ad- 
mit it — appealing.  Our 
perverse  sympathy  for 
rule-breakers  makes  some 
of  Hammer's  knavery 
seem  inspired.  He  calls  to 
mind  such  literary  rascals 
as  Mr.  Toad  in  The  Witid 
in  the  Willows,  especially 
when  he  boasts:  "There 
has  never  been  anyone 
like  me.  There  will  never 
be  again.  I'm  the  greatest 
industrial  genius  who 
ever  lived." 

Blumay,  of  course,  of- 
ten spread  Hammer's  lies.  His  excuse? 
Hammer  was  "the  most  stimulating  and 
exciting  man  I  had  ever  met."  Chances 
are,  he  also  paid  well.  Whatever  Blu- 
may's  motives,  these  confessions  of  a  PR 
man,  based  on  his  quarter-century  as 
Hammer's  confidant,  may  help  expiate 
some  past  transgressions.  The  Dark- 
Side  of  Power  has  an  authority  that  Blu- 
may's  press  releases  never  did. 

BY  STEV^ART  TOY 
Paris  Bureau  Chief  Toy  previously  covered 
Oxy  for  BUSINESS  WEEK  in  Los  Angeles. 
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lb  run  an  entire  library  of ! 

inside.  What  you  may  not  know  is  that 
Microsoft,  Borland,  Lotus,  Novell,  plus  thousand 
of  other  software  developers  write  and  test 
their  applications  on  that  same  vital  ingredient: 
a  genuine  Intel  CPU. 

At  Intel  we  subject  all  our  microprocessor: 


-  I  ^  Ask  for  PCs  with  the 
jfCi        Intel  Inside  symbol. 


When  you  see  the  hitel  Inside 
sticker  on  the  outside  of  a  PC,  you 
know  there's  an  Intel  32-bit  inicroprocessor 
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vare,  look  for  this  symbol. 


)  extensive  testing.  For  example,  each 
itel486 "  CPU  actually  goes  through  over  10 
lillion  tests.  This  assures  you  that  it  func- 
ons  identically  to  the  one  your  software 
/as  tested  on. 

So  look  for  the  Intel  Inside  symbol  on 


your  next  PC.  Its  your  library  caid  to  the 
world's  most  popular  software  applications. 
For  more  infonnation,  call  1-800-228-4549. 

intel« 
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MR.  CLINTON,  THE  PEOPLE  SAID: 
'THINK  SMALL' 


BY  PAUL  CPAin  POBEPTS 


Bush  failed  io 
maintain  Reagan's 
legacy  of  scaling 
back  government, 
and  the  economy 
turned  sour.  Now, 
liberals  are  urging 
Clinton  to  make  the 
same  mistake.  If  he 
listens,  he  may  pay 
1  lie  same  price 


PAUL  CRAIG  ROBERTS  IS  CHAIRMAN 
OF  THE  INSTITUTE  FOR  POLITICAL 
ECONOMY  IN  WASHINGTON 


The  I)em(K'i-atic'  Leadership  Council,  which 
claims  President-elect  Bill  Clinton  as  its 
moderate  standard-hearer,  is  already  in 
trouble.  The  party's  lil)eral  wing,  which  the 
L)L("  was  formed  to  combat,  is  claiming  that 
Clinton's  A3%  of  the  })opular  vote  (less  than 
Michael  Dukakis')  is  a  mandate  for  change. 
The  prolilem  lies  in  what  the  lihei'als  mean  by 
change:  faster-growing  government. 

Exit  j)ol!s  on  Nov.  3  clearly  showed  an 
electoi-ate  in  no  mood  to  eml)race  large-scale 
new  spending  programs.  When  pi'esented  with 
a  choice  between  government  that  provides 
"more  services  l)ut  co.sts  more  in  taxes"  and 
one  that  provides  fewer  services  and  costs 
less,  voters  favored  smaller  government  by  a 
margin  of  3  to  2.  Liberals,  however,  such  as 
columnist  A.M.  Ro.senthal  of  The  New  York 
Times,  have  convinced  themselves  that  Clin- 
ton's victory  means  a  departure  from  the  phi- 
losophy that  "government  and  taxes  are  the 
ruination  of  America." 

Liberals  call  this  view  "the  Reagan-Bush 
philosophy,"  but  by  any  measure,  government 
has  grown  under  George  Bush.  He  took  gov- 
ernment spending,  measured  as  a  share  of 
gross  domestic  product,  to  I'ecord  levels.  This 
ratio  is  high  partly  because  of  low  economic 
gi-owth,  but  the  poor  growth  performance  may 
itself  reflect  Bush's  i)ro-government  policies. 

In  testimony  on  Nov.  6  before  the  congres- 
sional .Joint  Economic  Committee,  economist 
Richai'd  W.  Rahn  showed  that  the  postwar- 
U.  S.  economy  grew  fastest  during  the  Kenne- 
dy and  Reagan  years.  These  i)eriods  were 
characterized  by  tax-rate  reductions  and  de- 
clines in  government  spending  as  a  percent  of 
CDi'.  Under  Carter  and  Bush,  by  contrast,  the 
government  took  a  rising  share  of  the  econo- 
my, and  gi'owth  faltei-ed. 

BUDGET  TRICK.  Measui'ed  in  I'eal,  inflation-ad- 
justed ti'rms,  the  compound  annual  growth  of 


federal  oiitlavs  under  Busl 


:%.  This  is 


higher  than  Ronald  Reagan's  2.5%  or  Nixon- 


Ford's 


i)Ut 


than  .Jimmy  Carter's  4%. 


If  the  cost  of  the  deposit  insurance  bailout  is 
excluded.  Bush's  figure  droi)s  to  2.(5%,  close  to 
Reagan's.  Reagan's  spending  I'ecoi'd,  however, 
i-eflects  a  defense  buildup  that  helped  to  l)ring 
down  the  Soviet  emi)ire,  wliile  Biisli's  record 
l)enefits  from  a  defense  build-down,  btush  is 
cli'ai'ly  no  Reagan,  and  to  sjjeak  of  a  Fit^agan- 
Busli  I'ccord  is  to  coml)ine  apples  and  oranges. 

Many  conservatives  believe  that  the  i)ur- 
pose  of  the  infamous  1990  budget  deal,  which 
required  Bush  to  i>reak  his  no-new-taxes 
pledge,  was  to  remove  the  Ci'amm-Rudman 
caps  on  spending.  There  are  grounds  for  this 
suspicion.  A  comparison  of  the  Congressional 
Budget  Office's  August,  1992,  l)udget  esti- 


mates with  its  January,  1989,  estimate  (pri( 
to  the  budget  deal)  shows  a  $226  billion  ii 
cr-ease  in  federal  outlays  for  the  l!:)90-93  perio 
Despite  the  tax  increase  that  was  part  of  tl 
budget  deal,  federal  revenues  for  the  perio 
are  now  projected  to  be  $363  billion  lowe 
Consecjuently,  the  deficit  widened  by  $.589  b: 
lion  during  the  four-year  period— a  far  cr 
from  the  promised  $500  lu'llion  reduction 

Regulation  is  another'  measure  of  th 
gr-owth  of  government.  Under  Bush,  regulat 
ry  costs  exploded.  These  costs  have  hit  sma 
businesses— the  main  engine  of  job  creation 
l^ar-ticularly  hard.  In  a  study  for  the  .Joint  Ei 
onomic  Committee,  economists  Lowell  E.  Gal 
away  and  Gary  M.  Anderson  compiled  a 
index  showing  an  extraordinary  jump  in  th 
tax  and  r'egulatory  l)ur-dens  per  woi'ker,  froi 
less  than  $4,000  in  1989  to  $5,300  in  199: 
Pr-ofit  per'  worker  fell,  trom  $3,000  in  1989  t 
less  than  $600  in  1992.  This  combination  too 
the  steam  out  of  job  and  economic  growth. 
POOR  PUNDITRY.  Both  Carter  and  Bush  wer 
one-ter'm  Presidents.  Carter  was  bounced  hi 
cause,  under  his  mismanagement,  governmen 
grew  faster  than  the  economy.  Reagan  r( 
versed  Carter's  course— the  economy  gre\ 
faster-.  But  Bush  reversed  the  Reagan  course 
and  the  increase  of  the  government's  budge 
outstripped  economic  gr-owth.  If  people  thi 
year-  have  voted  for-  change,  they  expect  Clir 
ton  to  r-etur-n  to  Reagan's  policy  of  emphasis 
ing  economic  gr'owth. 

But  this  is  not  what  the  liberals  mean  b 
change.  To  hear  therrr  tell  it,  Bush  is  a  contir 
nation  of  Reagan.  But  it  flies  in  the  face  of  th 
facts  to  ar-gue  that  Bush  has  str-angled  th 
government,  deprived  it  of  resources,  and  le 
"l)ressing  public  needs  go  unmet." 

Clinton  needs  to  understand  that  the  r€ 
soui-ces  that  are  used  to  feed  the  growth  c 
gover-nment  cannot  simultaneously  feed  th 
gr-owth  of  the  pr-ivate  economy.  The  increas 
in  taxes,  bor-r-owing,  and  r-egulation  r-ecjuir-ed  t 
dir-ect  mor-e  r'esoui'ces  to  the  government  sec 
tor-  would  take  the  same  toll  on  the  econorn 
under  Clinton  as  under  Bush  or  Cai'ter-.  1 
l)undits  convince  Clinton  that  change  m_ean 
mor-e  of  the  same,  then  he,  too,  will  l)e  a  one 
ter-m  Pi-esident. 

From  the  tip  of  South  Amer-ica  up  throug' 
Mexico  to  Sweden  and  aci-oss  Russia  to  China 
the  world  has  concluded  that  gover-nment  i 
the  pr-oblem.  But  if  those  Clinton  adviser 
who  believe  liigger  gover-nment  is  the  solutioi 
t)revail,  change  will  mean  the  tired  solution 
that  the  r-est  of  the  world  is  al>andoning 
this  case,  the  Americans  who  will  pr-osper-  wil 
be  the  or-ganized  sjjecial-interest  gr-oirps  tha 
live  off  the  taxpayer. 


Ir 
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Syncordia  announces 
a  better  way  to  manage 
/our  global  network. 


Just  dont  do  it 


Outsourcing  with  Syncordia  can 
mal<e  you  a  better  business. 

When  you're  competing  in  the  global  marketplace 
/ou  can't  afford  to  get  bogged  down  managing  a  global 
communications  network.  You  can't  waste  time  wandering 
through  a  maze  of  regulatory  barriers. 

Mastering  the  increasing  complexity  of  global 
information  technology  is  a  full-time  job.  So  you  need  a 
Full-time  partner. 

Outsourcing  with  Syncordia  lets  you  do 
what  you  do  best. 

Syncordia  has  a  better  way  to  manage  your  global 
network.  Outsource  it  with  us. 

Outsourcing  gets  you  out  of  the  business  of  building 
and  managing  global  networks  and  allows  you  to  redeploy 
people  and  assets  against  the  business  your  company  was 
Formed  to  pursue  in  the  first  place.  And  don't  worry  about 
navigating  the  shifting  tides  of  telecom  regulations.  That's 
Dur  business. 

With  us  as  your  partner,  managing  complex  global 
networks  isn't  so  complex,  because  that  s  the  business  we 
were  formed  to  pursue. 

Most  important,  to  us,  partnership  means  pursuing 
opportunities,  not  just  solving  problems.  We'll  make  it  our 
business  to  know  your  business  and  help  you  use  informa- 
tion technology  to  get  an  edge  over 
the  competition. 


SYN^RDIA 


we're  part  of  BT. 

Syncordia  is  the  first  company  built  from  the  ground  up 
to  provide  global  network  outsourcing  solutions. 

We  are  part  of  BT  (British  Telecom),  one  of  the  world's 
largest  and  most  advanced  telecommunications  companies. 
So  we  have  access  to  the  worldwide  resources,  technical 
prowess  and  local  market  knowledge  of  our  parent  com- 
pany, and  retain  the  entrepreneurial  agility  to  customize 
solutions  for  your  business. 

Not  just  the  first,  but  the  finest. 
Syncordia  outsourcing  solutions  range  from  planning 
and  integration  through  procurement,  installation  and 
maintenance  to  the  operation  of  your  entire  network. 

In  all  cases,  we  guarantee  the  highest  level  of 
customer  service  through  Network  Control  Centers,  armed 
with  Concert^"^  network  management  software;  Customer 
Support  Centers,  staffed  with  multilingual,  multicultural 
managers;  and  Integrated  Single  Currency  Billing, 

The  Syncordia  Service  Level  Agreement  spells  out  every 
detail  of  what  you  can  expect  from  our  partnership.  It 
defines  the  shared  risks  and  rewards 

Call  us,  before  your  competition  does. 
Outsourcing  your  global  communications  network 
takes  time.  And  teamwork.  All  the  more  reason  to  begin 
right  away.  Because  with  us  as  a  business  partner,  you'll 
be  a  much  better  business. 

For  more  information  on  Syncordia,  in 
the  U.S.  or  Canada,  call  1-800-477-5555. 


Let  us  help  you  mind  your  business. 


Syncordia  is  a  subsidiary  of  British  Telecommunications  pic.  BT 


BY  GENE  KORETZ 


RING!  RING! 

OH,  MR.  KEYNES,  IT'S 

AN  EMERGENCY 


Accordiiij^  to  one  re8i)ected  econo- 
mist, a  specter  is  haunting  the  in- 
dustrial world:  the  growing  threat  of  a 
downwai'd  slide  into  a  depression  remi- 
niscent of  the  1980s.  And  the  best  way 
to  avoid  such  a  disaster,  he  says,  is  to 
follow  the  advice  of  a  man  whose  name 
still  raises  hackles  in  business  and  eco- 
nomic circles:  John  Maynard  Keynes. 

This  view  comes  not  from  a  lil)eral 
ideologue  but  from  a  resident  scholar 
at  a  conservative  think  tank,  the  Amei'- 
ican  Enterprise  Institute.  In  a  recent 
AKI  commentarv,  economist  John  H. 


THE  GLOBAL  SHIFT  TOWARD 
FISCAL  TIGHTENING 


U.S. 


BELGIUM 


HOW  MUCH  BUDGETS 
WILL  SUBTRACT 
FROM  GDP 

FIRST  HALF  OF  1993 


ITALY 


►  PERCENI  OF  GROSS  DOMESTIC  PRODUO 

DATA  MORGAN  GUARANTY  TRUST  CO  ESTIMATES 


Makin  argues  that  fiscal  orthodoxy— "the 
notion  that  reducing  budget  deficits  is  al- 
ways a  good  idea"— is  dominating  global 
economic  policymaking  at  the  very  time 
it  seems  clearly  inappropriate. 

Keynes'  basic  insight,  notes  Makin, 
was  that  government  fiscal  {tolicy  shoukl 
be  used  actively  as  a  "countercyclical" 
tool,  both  to  counteract  slowdowns  via 
deficit  expansion  and  to  temper  l)ooms 
via  budgetary  restraint.  Policymakers 
perverted  Keynesianism  in  the  liKiOs 
and  197()s  by  failing  to  switch  to  fiscal 
resti'aint  on  the  upside  of  the  cycle, 
eventually  causing  inflation  to  explode. 

The  problem,  .says  Makin,  is  that  the 
trauma  of  that  experience  has  led  policy- 
makers to  reject  the  valiflity  of  Keynes's 
original  message  regarding  the  need  for 
fiscal  stimulus  during  contractions.  In- 
deed, even  as  the  sluggish  world  econo- 
my weakens  further  and  inflation  hits 
new  lows,  govei'nments  continue  to  favor 
deflationary  fiscal  policies. 

Morgan  Guaranty  Ti'ust  Co.  econo- 


mists repoil  that  Belgium,  France,  Ger- 
many, Italy,  Spain,  Sweden,  and  other 
European  nations  are  moving  toward 
fiscal  restraint  (chart).  Meanwhile,  fiscal 
policy  is  only  modestly  stimulative  in 
I'ecession-wi'acked  Bi'itain.  And  in  Japan, 
political  wrangling  and  the  threat  of  a 
widening  deficit  caused  by  falling  tax 
receipts  are  delaying  passage  of  budge- 
tary stimulus. 

The  outlook  for  the  U.  S.  is  also  prob- 
lematic. Makin  points  out  that  fiscal  pol- 
icy was  mildly  stimulative  in  fiscal  1992 
partly  because  the  Bush  Administration 
cut  withholding-tax  rates.  But  this  will 
result  in  lowei'  tax  I'efunds  and  a  swing 
to  fiscal  contraction  in  1993. 

The  key  question  is  whether  Bill  Clin- 
ton, who  has  vowed  to  shrink  the  deficit, 
can  reverse  this  swing.  Clinton's  plan 
to  shift  both  the  tax  burden  and  the  di- 
rection of  spending  without  raising  the 
deficit  wouki  have  little  effect  on  the 
current  fiscal  drag  in  the  budget.  The 
best  tack,  says  Makin,  would  be  to  fi-ont- 
load  tax  cuts  to  spur  investment  and 
spending  and  to  tie  them  to  fii'm  com- 
mitments to  cut  back  future  entitlement 
spending.  But  such  promises  will  be 
hard  to  sell  to  fiscal  conservatives  in 
Congress  and  wary  financial  markets. 

In  short,  both  ideological  and  political 
constraints  seem  to  be  leading  the  U.  S. 
and  other  nations  to  ignore  Keynes's 
original  message  and  to  follow  policies  of 
fiscal  restraint  in  the  face  of  weaken- 
ing economies.  "If  the.se  policies  are  i)ur- 
sued  aggressively,"  warns  Makin,  "they 
^uld  cause  a  global  depression."  


TRADE  WITH  CHINA: 
MORE  OF  A  ONE-WAY 
THAN  TWO-WAY  STREET 


It's  hardly  surprising  that  the  Chinese 
are  concerned  about  the  [)Ossil)le  use 
of  trade  sanctions  by  the  incoming  Clin- 
ton Administi'ation  to  pi-essure  them  to 
move  toward  political  democracy.  China 
has  now  become  the  world's  fastest- 
growing  economy,  with  CDP  expected  to 
jump  by  nearly  12%  this  year.  And  de- 
mand from  the  U.  S.  is  obviously  jjlaying 
a  significant  i)art  in  that  growth. 

During  the  first  eight  months  of  this 
year,  Chinese  exports  to  the  U.  S.  .soared 
"by  41%,  to  $15.8  billion.  Indeed,  ti^ide 
with  China  accounts  for  44%  of  the  $9.1 
billion  widening  of  America's  overall 
trade  deficit  through  August  of  this 
year.  In  that  period,  the  IJ.  S. -Chinese 
trade  shortfall  has  jumped  to  $11.2  bil- 
lion tVom  $7.2  billion  in  the  first  eight' 
montlis  of  1991,  making  China  the  sourcej 
of  America's  second-largest  bilateral 
trade  deficit,  aftei-  Japan. 


AROUND  THE  WORLD, 
A  SLUGGISH  FIRST  HALF 
IS  'BAKED  IN  THE  CAKE' 


What  makes  the  current  fis 
stance  of  major  industrial  natic 
so  worrisome  to  many  observers  is 
lack  of  monetary  stimulus.  Economists 
Merrill  Lynch  &  Co.  calculate  that  t 
real  global  money  supply  (the  sum 
inflation-adjusted  broad  monetary 
gi'egates  in  five  key  advanced  natio 
weighted  by  gross  domestic  produ 
has  been  stagnant  for  about  six  mont 
Indeed,  in  Japan,  the  money  supply  I 
been  declining  for  the  first  time  in  t 
postwar  period. 

Since  real  monetary  growth  tends 
lead  economic  activity  by  6  to 
months,  Merrill  Lynch  economist  S 
jjhen  R.  Waite  says  that  "a  very  slugo 
first  half  for  the  global  economy  in  1{ 
is  more  or  less  baked  in  the  cake." 

To  be  sure,  with  interest  rates  I 
in  the  U.  S.  and  Japan  and  likely  to  tu 
ble  in  Europe  in  coming  months,  Mer 
Lynch  thinks  the  preconditions  foi 
worldwide  recovery  by  the  second  h 
of  next  year  are  falling  into  place.  I 
that  assumes  that  expansionary  moi 
tary  policies  will  prove  more  effecti 
overseas  than  they  have  in  the  U.  S. 
rapidly  reversing  the  pervasive  sic 
down  afflicting  the  global  economy. 


HARK,  THE  GIFT-WRAP 
INDEX  SINGS  OF 
MERRIER  RETAILERS 


It's  hardly  in  the  bag  yet— or  rather, 
the  stocking— but  suddenly,  the  sig 
are  pointing  to  a  merrier  Christmas  tl 
many  economic  Cassandras  had  anticip 
ed.  Not  only  did  consumer  confider 
sui'ge  in  early  Novemlier  but  retail  sa 
also  jumped  a  healthy  0.9%  in  Octob( 
What's  moi'e,  retailers  are  apparen 
in  a  po.sitive  mood.  Peter  P.  Appert, 
analyst  at  C.  J.  Lawrence  Inc.,  repo 
that  shii)ments  from  major  gift-wr 
manufacturers  to  retailers  in  the  p; 
few  months  are  outpacing  last  yea 
meager  gain.  In  past  Christmas  seaso 
such  shipments  were  highly  correlat 
with  non(iural)le  retail  sales. 

"Our  gift-wrap  indicator,"  says  /, 
pert,  "currently  points  to  a  merr; 
though  not  booming— Christmas,  si 
gesting  that  fourth-quarter  sales 
apparel  and  other  nondurables  will  be 
4.2%  over  last  year."  That's  higher  tf 
inflation  and  considerably  better  Vc 
last  Christmas'  paltry  1.1%  rise. 
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BY  JAMES  C.  COOPER  AND  KATHLEEN  MADIGAN 


lON'T  EXPECT  ANY  SUDDEN  MOVES 
ROM  THE  FED 


HE  MONEY  SUPPLY 
i  GROWING  FASTER 


NOV.  16,  '92 


NOV.  18,  '91 
TRIlliONS  OfDOLURS 
M2  iHClUDES  CASH,  CHECKABLE  DEPOSITS, 
JNDSIMIIIIME  DEPOSITS 

DATA;  FEDERAl  RESERVE,  BW 


rhe  fly  on  the  wall  at  this  meeting  got  an  earful. 
When  the  Federal  Reserve  Board  sat  down  behind 
closed  doors  on  Nov.  17  to  map  out  monetary  policy 
'  the  coming  weeks,  the  session  was  easily  the  most  im- 
rtant  in  several  months. 

Pwo  things  have  changed  since  the  central  hank's  last 
seting— big  things.  First,  a  new  Democratic  Administi'a- 
n  with  its  own  fiscal  agenda  and  a  White-House-friend- 
Congress  raise  new  questions  for  the  Fed.  Until  the 
'ction,  it  essentially  had  complete  control  over  econom- 
policy.  Now,  with  fiscal  gridlock  gone,  the  Fed  will  no 
iger  make  its  decisions  in  a  vacuum. 

The  second  development  is  the 
improving  tone  of  some  key  eco- 
nomic indicators  (page  32).  Pick- 
ups in  money  gi'owth  (chart)  and 
hank  lending  suggest  that  past 
rate  cuts  are  finally  creatin.g  new 
demand  for  credit.  Consumers 
seem  to  feel  a  little  better.  And 
more  tangil)le,  jobless  claims  are 
down,  and  retail  sales  are  up. 

Of  course,  this  is  the  third 
time  in  VA  years  that  the  data 
ve  firmed  up.  And  they  softened  on  the  two  previous 
:asions.  Once  again,  the  Fed  must  decide  if  its  job  is 
ne;  that  is,  if  the  economy  is  finally  able  to  move  ahead 
der  its  own  power. 

rhe  betting  is  that  the  central  l)ank  will  give  the  econ- 
ly  the  benefit  of  the  douljt  while  waiting  to  see  how  fis- 
policy  unfolds.  Conseciuently,  the  Fed  probably  decid- 
to  retain  a  bias  toward  further  easing  in  coming  weeks, 
t  it  is  unlikely  to  carry  through  on  any  more  interest- 
e  cuts,  either  this  year  or  next.  In  fact,  chances  are  in- 
casing that  the  Fed's  next  move  will  be  a  tightening  of 
iicy,  but  that  is  still  a  long  way  off. 

fHE  fED'S  '^^^^  rationale  for  further  rate  cuts  is  rap- 
WORK  disappearing.  In  the  past,  the  Fed's 

WAY  BE  stated  reasons  for  easing  policy  have  been 
FINISHED  ^  sluggish  economy,  below-tar,get  money 
wth,  and  declining  inflation.  Although  inflation  re- 
ins the  best  part  of  the  outlook,  the  recent  spate  of  het- 
-looking  indicators  is  the  main  reason  that  monetary 
icy  is  probably  on  hold  for  now. 

:n  particular,  new  hank  loans  jumjied  by  $11  billion  in 
ptember— the  largest  monthly  increase  in  al)out  two 
\rs.  Weekly  data  suggest  another,  although  smaller, 
/ance  in  October,  led  by  further  gains  in  real  estate 


lending  and  in  commercial  and  industrial  borrowing. 

As  a  result,  the  broad  money  supply— measured  by 
M2— is  showing  some  new  life.  It  rose  strongly  in  both 
September  and  October,  capped  by  an  enormous  $11.9 
billion  jump  in  the  week  ended  Nov.  2.  That  was  the 
biggest  weekly  gain  in  three  years.  The  M2  measure  has 
grown  at  a  2.4%  annual  rate  from  its  yearend  1991  level, 
and  chances  are  impi'oving  that  M2  will  finish  the  year 
within  the  Fed's  target  range  of  2.5%  to  6.5%. 


GROWTH 
MAY  YET 
REMAIN 
HUMDRUM 

1992.  Growth  i 


But  despite  the  latest  encouraging  num- 
t)ers,  there  is  still  no  sure  sign  that  the 
economy  is  ready  to  perform  significantly 
l)etter  than  its  2.4%  growth  rate  so  far  in 
not  likely  to  Ijreak  out  of  that  humdrum 
pattern  until  the  second  half  of  1993,  when  a  dollop  of  ex- 
pected fiscal  stimulus  and  further  inroads  against  the 
economy's  structural  l)arriers  provide  the  push. 

Still,  the  Fed  probal.)ly  would  lie  happy  with  that  result-. 
It  implies  further  gradual  improvement  that  would  keep 
pressure  off  inflation.  Besides,  after  cutting  short-term 
rates  from  8'/j%  down  to  3%  in  2/^  years,  another  small 
slice  would  hardly  alter  the  economy's  momentum. 

The  missing  in.gredient  in  faster  economic  growth  re- 
mains jobs.  On  that  front,  the  recent  drop  in  jobless 
claims  provides  hope— but  not  assurance.  New  claims  fell 
in  late  October  to  the  lowest  weekly  rate  in  two  years. 
But  while  the  decline  may  signal  fewer  layoffs,  that 
doesn't  necessarily  mean  a  big  pickup  in  hiring. 

Restructuring  and  cost-cutting 
are  an  on.going  passion  in  Cor- 
porate America.  Although  few- 
er layoffs  may  allow  net  payroll 
gains  in  coming  months,  those 
gains  are  likely  to  l:»e  far  below 
the  200,000  or  so  per  month  that 
are  common  during  an  economic 
expansion. 

Indeed,  manufacturers  shed 
56,000  employees  in  October— 
the  second-largest  payroll  cut  in 
1'':^  years.  And  industrial  production  is  going  nowhere 
(chart).  Output  of  manufacturers,  mines,  and  utilities  rose 
0.3%  in  October,  but  it  had  declined  in  three  of  the  four 
previous  months.  Output  at  the  beginning  of  the  fourth 
(luarter  was  flat  with  the  third-quarter  level. 

Manufacturing  output  alone  also  rose  0.3%  last  month, 
but  the  gain  was  not  l)road.  Increased  production  of  cars 
and  trucks  accounted  for  0.2  percentage  point  of  the  ad- 
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RETAIL  VOLUME 
HITS  A  NEW  HIGH 


vance.  Kven  with  UeLroil's  contribution,  though,  factory 
output  in  OctoVjer  was  no  higher  than  it  was  in  May.  ' 

Despite  their  current  malaise,  however,  manufactur- 
ers are  ready  to  lift  output  as  ([uickly  as  new  demand  dic- 
tates. Factories  quashed  their  summer  inventory  buildup 
with  output  cuts,  and  stock  levels  throughout  the  economy 
remain  lean.  Inventories  in  manufacturing  and  trade  held 
steady  in  Septeml)er,  after  rising  during  the  three  previ- 
ous months.  And  the  ratio  of  stock  levels  to  sales  fell  back 
very  close  to  a  3i4-year  low. 

Judging  by  the  recent  gains 
in  retailing,  factory  orders  might 
{)ick  up  a  little  in  coming 
months.  Retail  sales  rose  a  broad 
0.9%  in  (Jctober,  on  top  of  a  0.5% 
gain  in  September.  Sales  of  fur- 
niture and  building  materials 
were  up  strongly,  probably  re- 
flecting post-hurricane  rel)uild- 
ing,  mostly  in  Florida. 

After  adjusting  for  inflation, 
retail  volume  in  (October  was  the 
highest  ever  (chart).  Real  retail  sales  l)egan  the  fourth 
quarter  with  a  4%  jump,  at  an  annual  rate,  al)ove  the 
third-quarter  average. 

The  early  November  surge  in  the  University  of  Michi- 
gan's index  of  consumer  sentiment  shows  that  consumers 
are  more  ui)beat.  But  the  experience  since  1990  has  prov- 
en that  how  consumers  feel  is  not  as  important  to  spend- 
ing as  what's  in  their  wallets.  Indeed,  in  early  November, 
car  sales  fell  off,  and  the  Johnson  Redlx)ok  Service  reports 
that  department-store  sales  weakened. 

However,  the  September  surge  in  imports  suggests 
that  U.  S.  manufacturers  may  not  be  getting  the  full  ben- 
efit of  ])etter  retail  buying.  Although  exports  jumped 
(j.8%  in  Septeml)er,  to  a  record  $38.2  billion,  imports  also 
hit  a  record.  They  rose  4%,  to  $46.5  billion.  The  trade  def- 
icit narrowed  a  l)it,  to  $8.3  billion  from  $8.9  billion  in 
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August,  but  for  the  (juarter,  it  widened  substanti:v, 
That  widening  trend  should  continue,  exerting  a  di  n 
on  the  economy.  U.  S.  growth  is  uninspiring,  but  the  i. 
of  the  industrialized  world  is  doing  even  Vv^orse.  'I , 
means  the  September  pace  of  exports  is  not  sustain;) 

INFLATION      The  Octol)er  burst  in  retail  sales 
IS  STILL         matched  by  a  flare-up  in  consumer  pi  i 
UNDER  But  while  sales  gains  were  widespr( 

CONTROL       j^j^p  price  blip  occurred  in  just  a 
items.  That  means  inflation  is  still  well  under  control! 

The  consumer  price  index  jumped  0.4%  in  Octo  • 
twice  its  September  pace.  Excluding  food  and  em, 
the  core  CPI  was  up  by  0.5%,  the  largest  gain  in  sea 
months  (chart).  But  unusual  leaps  in  the  prices  of  tobfec 
products  and  airfare,  along  with  a  hurricane-related  jup 
in  housing  costs,  caused  almost  all  of  the  increase.  Non 
those  jumps  will  be  repeated  in  coming  months. 

Even  with  the  October  fluke, 
inflation  remains  one  headache 
that  isn't  troul)ling  the  Fed.  The 
yearly  core-inflation  rate  stands 
at  only  3.5%.  And  the  weakness 
in  both  factory  output  and  the 
labor  markets  indicates  that  two 
major  price  pressures— tight  in- 
dustrial capacity  and  faster  wage 
growth— won't  appear  on  the  ec- 
onomic scene  until  late  in  1993. 
And  that  will  remain  true  even  if 
the  new  Administration  decides  to  do  some  pump-pri'i 
The  new  dynamics  in  Washington  may  change  son 
the  Fed's  policymaking  strategy,  but  the  object  ofihe 
game  remains  the  same:  balancing  faster  growth  'th 
the  need  to  hold  down  inflation.  With  that  target  w 
within  striking  distance,  the  Fed  will  put  monetary  p  < 
on  hold,  while  it  waits  for  the  new  Administratio  ; 
settle  in  and  make  its  first  move  on  fiscal  policy. 
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FEDERAL  BUDGET 


Mondial,  Nor.  23 

The  federal  government  will  pi-obaljjy 
I'eport  a  deficit  of  $41.3  billion  in  Oeto- 
l)er,  the  first  month  of  fiscal  1993.  That's 
the  expectation  of  economists  surveyed 
l)y  MMs  International,  a  unit  of  McGraw- 
Hill  Inc.  In  October,  1991,  the  govern- 
ment was  $3(:).6  billion  in  the  red.  For  all 
of  fiscal  1992,  the  federal  deficit  stood  at 
a  record  $290.'2  l)illion. 

DURABLE  GOODS  ORDERS  

TueNchuj,  Nov.  J-4,  S:30  a.  id. 
New  oi'ders  for-  durable  goods  probal)ly 
increased  by  a  small  1%  in  October. 
That's  indicated  by  the  better  pace  of 
durable-goods  ))i-odiiction  in  October.  Or- 


ders have  fallen  for  three  months  in  a 
row,  including  a  0.1%  drop  in  September. 
The  expected  gain  suggests  that  the 
f)acklog  of  unfilled  orders— which  has 
fallen  for  more  than  a  year— may  post  a 
small  rise  for  October. 

GROSS  DOMESTIC  PRODUCT  (REVISION) 

Wednesday,  Nov.  25,  8:30  (unt. 
The  MMS  economists  expect  that  the 
Commerce  Dept.  will  not  change  its  oi'ig- 
inal  estimate  that  the  economy  grew  at 
an  annual  rate  of  2.7%  in  the  third  quar- 
ter. An  upward  revision  of  consumer 
spending  may  be  offset  by  a  widening  of 
the  foreign-trade  deficit  last  quarter. 
Real  ODF  grew  at  a  1.5%  pace  in  the 
second  period.  The  MMS  consensus  also 
pi'cjjects  that  corporate  aftertax  profits 


were  little  changed  in  the  third  tar 
ter,  after  rising  1.3%  in  the  seccjnd 

PERSONAL  INCOME  

Friday,  Nov.  27,  10  a.m. 
Personal  income  likely  rose  by  0." 
()ctol)er  on  top  of  a  0.7%  gain  in 
teniber.  That's  suggested  by  a  he 
0.8%  increase  in  weekly  pay  and  a 
rise  in  nonfarm  jobs.  Consumer  spn 
probably  advanced  by  0.6%  last  ni  > 
Retail  sales  were  up  by  a  strong  0.1 
October,  but  demand  foi'  services, 
jumped  1.2%  in  September,  probah! 
l)ack  in  October.  Most  of  the  sv 
spending  in  September  was  relati 
the  late  summer  hurricanes,  and 
result,  total  consumer  purchase.^ 
0.7%  in  September. 
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The  new  HP  DeskJet  550C. 


$ 


1,099. 


Great  things  happen  when  you  liave 
a  DeskJet  550C'  printer  from  Hewlett- 
['ackard.  Because  it's  never  been  sf) 
easy  to  print  high-quality  black  and 
white.  And  brilliant  color 

The  DeskJet  550C  prints  true  black 
at  300  dots  per  inch.  Clean,  crisp  and 
sharj),  for  the  kind  of  professional 
print  quality  you  expect  from  HR 

F^'or  added  impact,  the  DeskJet  SSOC 
makes  it  easy  to  add  color  to  your 
work.  The  black  and  color  cartridges 
are  built  in  and  work  together  Giving 
you  access  to  millions  of  stunning 
colors. 

You  can  get  an  HP  DeskJet  550C,  or 
a  DeskWriter  5500  for  the  Macintosfi, 
for  a  suggested  list  price  of  just 
$1,099.*  So  if  you're  looking  for  an 
affordable  way  to  make  a  powerful 
unpression,  get  a  DeskJet  550C  printer. 
Then  see  what  happens. 

F^or  another  cost-effective  way  to  get 
great-looking  black  and  white  and 
color,  the  HP  DeskJet  500C  and  the 
DeskWriter  C  are  now  available  for  a 
low  price  of  just  $779f 

Call  1-800-552-8500,  Ext.  7109  for 
the  name  of  the  authorized  HP  dealer 
nearest  yout  To  receive  information 
by  fax  caU  1-800-333-1917,  choose 
HP  FIRST,  document  *  9605 


DeskJet  Printers 
Make  it  happen. 
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TH  E  ECONOMY  I 


IS  THE  WORST 
OYER? 

SUDDENLY,  THERE'S  A  LOVELY  LITTLE  UPSWING 


N^7.-  -Jeney  ih.<>i<fers  are  fefeg 

c»f  maEs  mor&  eiyyA-(k*L  Re- 
iiaiier?  ocee  agam  are  adveniskg-  Dc-r 
EiA&iay  helt«.  Jiidpng  8>y  eke  aicnivfiiT  in 
diit  reaii  esira^ie  niarket.  bEvers  kave 
5LC*fif"&4  wc-rruinf  &hmi  wheA^er  wtw- 
fe»;»me  pricts  feave  fc'iKiiEonie'i  O'ii-  an^i  Ln- 
sie&d  are  tliinMng  afcossi  ec«[or  st-riemes 
t"oir  ii£ieLr  n^ew  [r-dng  nwms.  An-i  newspa- 
pers an>i  magazines  are  Siiea  -srith  •■jpti- 
misiik  prei&i&>!is  abotti  lic  changes 
p:IajiE€i'i  fc"V  a  new  President. 

SiitMenly.  AmerKans  tfeei  be~er — jr 
5<c»  Eiie  Universiin,-  i.>f  iEichigari  savs.  iis 
■ai'leiij  i.>w>45-ei  Surrey  of  eo^nssiner  oqct 
fi-ienc-e  S'.c-arei  by  n:.<c«re  than  10  p^-ints 
dimng  iihe  fest  hair  ic-f  Xo'veniter — tio^ 
its  highest  resfiing  since  the  March. 
LS'yl.  end  >>f  tr^e  -.var  with  ira»i  iHeharts.ii. 
That's  n'O't  the  ijn5y  measMre  tPiat  p'u'ints 
to  better  dmes  ahead.  Retail  saies  are 
upi.  Tne  r.i«:"ney  sTOpiy  is  grvj,wing.  Tne 
inf^tion  otLt>>ok  is  as  stjnny  as  it  has 
been  in  s*>r.Le  3>>  years.  Co^nmeriia]  and 
indtistriai  ioans  by  b^nks  ha^e  inereasei 
by  nt'tre  than  ^li  biliion  sinoe  late  A::- 
gtist.  Xeei  an-'tther  P'iece  of  eviiien^jei 
Unitei  ?ar^ri  Service  Inc.  says  that  its 
package  shipments  ha^e  been  rising. 
parti-t-tiiLariy  in  the  past  lw.O'  nionths. 

Add  it  all  Lip',  and  ""the  tempo  of  the 
economy  is  P'ieking  tip."  says  David 
Jt-nes.  eo;n:misi  at  government  b<ond 


afc"L'-i2t  the  ecu'nomy's  pirtxspet-iLS.  Says 
BrU'Ce  Stein.fcerg.  a  Merriiffl  L.viKih  i 
Co.  esoinO'iEiist:  "We  may  iSnialy  be  a" 
that  point  when  we  get  the  iirmoL- 
'C-im-'e  ;f  everythdng  coming  togetht- 

T::n;.insiin  gets  go-ing." 
EASY  STBEiT?  Winat  a  break  tor  BE; 
Ciinton.  If  the  ec-onomy  acc-eiejates 
t>n  its  own.  he  may  t>e  ac'ie  tw  deliver 
■j-n  his  eampaign  p'roEsise  to  b€>«:»st 
gnoiwth  and  emptoyment  wkhoctt  re- 
st-rting  to  ±e  s*;»i^  of  aggressive. 
bti'dget-btiStrng  stfrnoihis  p5aiL  that  has 
fTved-inec«me  investors  worrieiL  Odds  are 
that  the  President-elect  wal  stick  with 
his.  plans  t»:>'  bo^ist  investment  thivmgh 
infrastr'j.-jtttre  spentiing  and  tax  incen- 
tives. That  wiZ  eist  arocind  £25  b2iZion  in 
or  less  than  0.-5'^--  of  the  natzoe's 
g-rit«ss  domestic  pr»jdt:et.  estiniate  ■tsAn*j- 
mists  at  Gitdman.  Sachs  i  Co. 

That's  if  he's  JtLcky.  None  of  the  gov- 
ernment's ntimbers.  or  the  experts"  p:re- 
■.."tictto^ns.  S'j  far  add  tip  tc-  a  rip-r»jar!Hig 
reb-j'^ind  While  the  expanded  at  an 
arfTiii^"  rate  ot*  2.7^:  in  the  thirvi  »3aarter. 
soime  forecasters,  sueh  as  McGraw- 
Hill  expect  the  nrim'ter  oime  in  at 
;:ist  in  the  fo^tirth  qiLiarter.  The  de- 
fense -Ji.-b^'Lrj  keeps  c-v^ntraeting.  savag- 
ing Caiiftmia.  whi±:  represents  l^''--  of 
the  nation's  Oi^tpTit.  U.S.  exports  are 
viiinerabie  to  the  econontie  siomps  in 
Etirtpe  and  Japam  Worst  of  ail  jobs  are 
tough  to  find  and  [ayoffs  at  giant  wrpo-- 
rati-c-ns  are  still  •iistjirt'ing'Ifv  freotient. 


■"Fm  Stared  to  speiKi  moEiey  c-=-:-a".ise 
d«>n"t  know  what's  going  to  inapp^ 
next,"  says  Linda  L.  Da«"idsonL  a  clerk  ; 
FtiEi  Watcibes.  a  srore  in  Mesqake.  Tejl 
And  some  of  CImoe's  ideas  to  spi 
jnvesonent-Sed  growth:  coitM  bacEcSre  o 
the  ecvjnomy  in  tte  short  rsE.  To  sp«B 
business  pimrhases  of  Eiew  niaehir.er 
and  etjiaipment-  for  example,  the  Pres 
dent-eSect  wants  an  investment  tax  c-re< 
it.  &j«:»d  idea — bat  bttsinesses  comld  hoi 
off  on  ptirchases  tintil  they  see  wh^m^ 
Gictgress  phases  in  a  tax  eretiit.  "Gi'.fa 
tax  breaks  is  iSne.  except  my  CBStomei 
are  going  to  wait  to  see  what  lie  d  ;* 
abosit  that."  c^fmpiaaas  Mike  R  ?.i.:ii 
ards.  vice-presktent  at  Shamj*>ck  Maenii 
erj-  Gi.  in  Hotisfon.  ""K  he  waits 
months  to  something,  that  mir 
weH  have  to  wait  six  mor«ths  t>eiore  >u 
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itomers  do  anything." 
fust  the  same,  worries  of  only  a  few 
nths  ago  about  a  "triple  dip"  into  re- 
.sion  seem  increasingly  remote.  What 
opened?  Maybe  it's  that  America's  ef- 
ts to  work  off  the  excesses  of  the 
iOs  during  the  hard  times  of  the  past 
ee  years  are  finally  paying  off.  Ruth- 
3  cost  cutting,  combined  with  manag- 
■  for  quality,  has  boosted  corporate 
iductivity  growth  to  a  2.69;  annual 
e,  vs.  1.3%  last  year.  Corporate  earn- 
s  are  up  by  more  than  30%  from  a 
ir  ago.  And  businesses  have  stream- 
jd  their  balance  sheets:  Between  the 
it  quarter  of  1991  and  the  third  quar- 
of  this  year,  the  share  of  business 
h  flow  devoted  to  net  interest  pay- 
nts  fell  from  26.2%  to  20.7',;. 
Consumers  have  been  almost  as  adept 


at  repairing 
their  finances.  Americans  now  spend 
about  16%  of  their  disposable  income  on 
debt  payments,  down  from  18.2%  at  the 
start  of  last  year,  estimates  Mark  Zandi, 
economist  at  Regional  Financial  Assoc. 
And  home  buyers  have  taken  advantage 
of  lower  interest  rates  engineered  by  the 
Federal  Reserve.  Thanks  to  low  rates, 
Patti  Coyne,  a  44-year-old  elementary 
school  teacher,  was  able  to  buy  a  house 
near  Pittsburgh  in  October.  She  fixed  it 
up  and  now  is  renting  it  out  at  a  profit. 
"A  middle-class  person  can  use  this  [low- 
er rates]  to  get  slightly  ahead,"  Coyne 
says. 

QUIET  HIRING.  Look  closely,  and  there 
are  even  some  positive  signs  in  the  tepid 
U.  S.  job  market.  The  job-creation  num- 


cs  show  that  private  employment  has 
barely  increased.  But  initial  unem- 
ployment claims  have  dropped  to 
their  lowest  level  since  the  middle 
of  1990.  Indeed,  the  Labor  Dept.  es- 
timated that  business  startups  cre- 
ated 50,000  new  jobs,  up  from  10,000 
in  the  first  quarter  of  1992.  And 
such  white-collar  industries  as  secu- 
rities and  investment  firms,  advertis- 
ing agencies,  and  consulting  and  oth- 
er management  services  companies 
are  showing  new  strength.  Hard-hit 
by  the  recession,  such  business  quiet- 
ly increased  payrolls  at  a  5.1%  annual 
clip  in  the  third  quarter  (page  110). 
Harder  to  measure  is  the  surge  in 
optimism  created  by  Clinton's  victory. 
For  months,  the  Presidential  election's 
uncertain  outcome  had  clouded  business 
and  consumer  expectations.  Some  simply 
may  be  relieved  that  the  din  of  the  cam- 
paign has  abated.  But  the  prospect  of 
new  leadership  in  Washington  seems  to 
have  many  Americans  feeling  hopeful. 
"I'm  looking  forward  to  renewed  opti- 
mism and  activism  on  the  part  of  the 
government,  as  opposed  to  the  hand- 
wringing  in  the  last  Administration," 
says  Paul  J.  Choquette  Jr.,  chief  execu- 
tive of  Gilbane  Building  Co.,  a  construc- 
tion company  in  Providence  that  has 
been  hard-hit  by  the  economy's  slump. 

Come  January,  taking  a  true  reading 
of  the  economy's  pulse  will  be  Clinton's 
toughest  job.  True,  even  if  solid  signs  of 
recovery  don't  peter  out,  as  has  hap- 
pened several  times  in  the  recent  past, 
the  economy  will  still  need  a  jolt  of  gov- 
ernment spending.  The  reason:  Today's 
rising  confidence  among  consumers  and 
businesses  that  1993  will  be  better  than 
1992  is  based  partly  on  expectations  of  a 
modest  fiscal  package  designed  to  en- 
sure that  the  recovery  picks  up  steam. 
But  the  stronger  the  economy,  the  less 
pressure  Clinton  will  face  to  sharply  in- 
crease the  federal  budget  deficit.  In  poli- 
tics, the  business  cycle  is  everything. 

Bi/  Christopher  FarrvU  in  Xcir  Voric, 
iviih  Mark  Maremotit  in  Boston.  Stephanie 
Anderson  Forest  in  Dallas,  and  bareau 
reports 
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Business  Week/Harris  Executive  Poll 


HOW  BUSINESS  FEELS  ABOUT  BILL  CLINTON  NOW 


JOB  NO.  1 

■  what  is  the  most  important  signal  the  new  Presi- 
dent con  send  business  and  the  financial  markets 
about  his  future  intentions? 

Reduce  the  deficit   17% 

Reduce  government  spending   10% 

Avoid  tax  hikes  8% 

Stimulate  the  economy  7% 

Offer  business  incentives  7% 

All  others/Don't  know   51% 

THE  LONG  AND  SHORT  OF  IT 

■  if  the  economy  remains  sluggish  through  January,  should  Presi- 
dent-elect Clinton  push  for  short-term  economic  stimulus  or  try  to 
boost  long-term  investment? 

Push  short-term  economic  stimulus  17% 

Boost  long-term  investment  78% 

Not  sure  5% 

FIRST  THINGS  FIRST 

■  A  President  can't  do  everything  in  his  first  100  days.  Which  of 
the  following  portions  of  his  program  should  Clinton  implement  in 


his  first  100  days,  do  later. 

or  not  do  at  all? 

• 

Implement 

Do 

Not  do 

Not 

100  days 

later 

at  all 

sure 

Investment  tax  credit 

86% 

10% 

4% 

0% 

Increased  taxes  on  highest 

earners 

28% 

28% 

44% 

0% 

Expanded  federal  support 

for  education  and  training 

27% 

62% 

11% 

0% 

Reform  health-care  system 

25% 

69% 

6% 

0% 

Middle-class  tax  cut 

20% 

36% 

44% 

0% 

HOW  SHARP  A  KNIFE? 

■  President-elect  Clinton  says  he  would  like  to  cut  the  federal  defi- 
cit in  half  over  the  next  four  years.  Given  the  magnitude  of  the 
deficit  problem  and  the  need  to  boost  economic  growth,  do  you 
think  his  plan  is  too  cautious,  about  right,  or  too  ambitious? 

Too  cautious  10% 

About  right  28% 

Too  ambitious   61% 

Not  sure  1% 

HEALTHY  SKEPTICISM 

■  President-elect  Clinton  is  backing  a  health-care  reform  proposal 
that  would  require  employers  to  buy  coverage  for  their  employ- 
ees, either  from  private  insurers  or  from  a  public  plan.  Companies 
that  couldn't  afford  coverage  on  their  own  would  be  helped  by 
tax  credits,  and  a  national  ceiling  would  be  set  on  health-care 
spending.  Do  you  strongly  favor,  somewhat  favor,  somewhat  op- 
pose, or  strongly  oppose  that  plan? 

Strongly  favor   7% 

Somewhat  favor   42% 

Somewhat  oppose   24% 

Strongly  oppose   25% 

Not  sure   2% 


GRAB  BAG 

■  Let  me  read  you  some  statements  about  Presi- 
dent-elect Clinton.  For  each,  tell  me  whether  you 
agree  strongly,  agree  somewhat,  disagree  some- 
what, or  disagree  strongly. 

Agree  Agree        Disagree     Disagree  Not 

strongly      somewhat     somewhat      strongly  sure 

He  doesn't  understand  how  business  works 

18%  36%  37%  8%  1% 

He'll  boost  public  confidence  in  the  economy  and  could  spur  con- 
sumer spending 

10%  66%  18%  5%  1% 

He's  trying  to  do  too  much  and  spend  too  much 

33%  37%  20%  6%  4% 

With  a  President  and  Congress  from  the  some  party,  the  govern- 
ment will  be  able  to  accomplish  more 

26%  43%  20%  10%  1% 

He'll  be  captured  by  Democratic  interest  groups 

32%  44%  19%  4%  1% 

His  plan  may  actually  work  and  spur  investment 

5%  59%  24%  8%  4% 

His  program  will  saddle  business  with  costly  new  regulations 

40%  37%  18%  3%  2% 

He'll  get  tough  with  Japan  on  trade 

11%  45%  34%  8%  2% 

Like  many  Democrats,  he's  temperamentally  hostile  to  business 

13%  31%  42%  14%  0% 

The  country  needs  youth  and  energy  to  meet  the  challenges  of  the 
'90s 

39%  35%  18%  7%  1% 

LIBERALS  IN  DISGUISE? 

■  Which  of  the  following  statements  is  closest  to  your  view  of  the 
incoming  Clinton-Gore  Administration?* 

Nov.  July-Aug. 

They  are  a  new  breed  of  Democrats  more 
attuned  to  economic  growth  and  the  con- 
cerns of  middle-class  Americans  53% 

They  are  posing  as  champions  of  growth 
and  the  middle  class,  but  are  really  "tax  and 
spend"  liberals  in  disguise  45% 

Not  sure  2% 

''July-Aug.  poll  referred  to  "the  Clinton-Gore  Ticket" 

FOR  BETTER  OR  WORSE 

■  Now  thinking  about  your  company,  do  you  think  it  will  do  better 
in  a  Clinton  Administration,  worse,  or  about  the  same? 

Better  19% 

Worse   23% 

About  the  same  58% 

Not  sure   0% 

Edited  by  Mark  N.  Vamos 

Survey  of  400  senior  executives  at  corporations  drawn  from  the 
BUSINESS  WEEK  Top  1000.  Interviews  were  conducted  Nov.  10-17, 
1 992,  for  BUSINESS  WEEK  by  Louis  Harris  &  Associates  Inc. 


33% 


64% 
3% 
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PORATE  FINANCE  I 


SHOWROOM  IN  NEW  YORK:  CEO  SMITH  CALLS  BANKRUPTCY  RUMORS  RIDICULOUS 


M  ISN'T  RUNNING 
N  FUMES— YET 


las  assets,  but  it's  bleeding  cash  and  could  see  its  debt  downgraded 


Jntii  recently,  it  was  unthinkable 
that  General  Motors  Corp.,  the 
world's  largest  industrial  compa- 
would  ever  be  mentioned  as  a  candi- 
e  for  bankruptcy.  After  all,  (jM's  cor- 
ate  coffers  hold  $110  billion  in  assets, 
luding  $6.3  billion  in  cash  and  market- 
e  securities.  That's  a  big  cushion 
linst  insolvency.  So  when  GM's  huge 
ies  recently  sparked  rumors  that  it 
5  considering  a  Chapter  11  filing, 
ipany  executives  dismissed  tlie  notion 
ridiculous.  "We're  the  largest  compa- 
in  the  world,  with  lots  of  assets, 
're  nowhere  near  Chapter  11,"  fumed 
/  Chief  Executive  John  F.  Smith  Jr. 
'or  now  and  the  foreseeable  future, 
ith  undoubtedly  is  correct.  But  such 
?  talk  shows  how  quickly  the  financial 
•se  around  GM's  neck  is  tightening. 

•  company's  underfunded  pension  li- 
ity  will  widen  by  $1.9  billion  this 
r,  to  about  $11  billion.  An  accounting 
nge  for  retiree  health  benefits  could 

•  from  $16  billion  to  $24  billion  out  of 
s  reported  net  income  and  from  its 
.4  billion  in  shareholder's  equity, 
rst  of  all,  the  carmaker,  still  bleeding 
h,  may  face  a  downgrade  of  its  long- 
n  debt  and  short-term  borrowings 
iiin  weeks.  Moody's  Investors  Ser- 
!S,  Standard  &  Poor's,  and  other  rat- 
services  all  have  put  GM's  debt  under 
'ew. 


It  is  the  continuing  cash  drain  from 
GM's  U.S.  and  Canadian  auto  operations 
that  worries  creditors  most.  Salomon 
Brothers  Inc.  figures  the  company's 
1992  cash  flow,  after  dividend  and  capi- 
tal spending  obligations,  will  run  a  nega- 
tive $2.5  billion  (chart).  GM's  Electronic 
Data  Systems  data  processing  unit  and 
its  finance  and  European  car  operations 
were  profitable  in  the  year's  first  nine 
months.  But  that  was  more  than  offset 
by  North  American  auto  losses.  Then 
there  was  the  $1.1  billion  in  dividends  GM 
paid  stockholders  and 
the  $4.7  billion  for  capi- 
tal spending. 
QUICK  CASH.  (iM's  strat- 
egy for  stanching  the 
outflow  of  cash  can't  go 
on  much  longer.  To 
cope,  the  company  this 
year  has  replenished  its 
coffers  by  issuing  $5.1 
billion  in  new  common 
and  preference  stock. 
GM  has  said  it  plans  to 
begin  selling  an  addi- 
tional $1  billion  in  pref- 
erence shares  within  a 
few  weeks.  Some  ana- 
lysts believe  the  sales 
are  GM's  attempt  to 
stockpile  cash  while  its 
credit  ratings  remain  in 


'  GMMUST 
'    SELL  STOCK... 

PROCEEDS  FROM 
COMMON-  AND 
PREFERENCE-STOCK 
OFFERINGS 


■91  ■92' 
A  BILLIONS  OF  DOLLARS  ■  THROUGH  on. 

DATA:  COMPANY  RfPORTS,  SALOMON  BROS. 


place.  A  downgrade  could  put  a  crimp  in 
GM's  game,  notes  PaineWebber  Inc.  ana- 
lyst Stephen  J.  Girsky,  by  boosting  its 
borrowing  costs  and  limiting  its  ability 
to  raise  new  capital. 

The  ratings  downgrade,  if  it  comes, 
will  also  hamper  General  Motors  Accep- 
tance Corp.,  the  GM  financial  arm  that 
funds  loans  to  car  buyers  and  dealers. 
GMAC  has  some  $20  billion  in  short-term 
lot's  outstanding — mainly  in  commercial 
paper.  That  paper  currently  holds  top 
credit  ratings. 

But  GMAC  looks  to  be  preparing  for  a 
ratings  downgrade  of  its  own:  To  in- 
crease liquidity,  the  unit  over  the  past 
year  or  so  has  added  some  $5.5  billion  in 
short-term  marketable  securities  and 
paid  for  it  by  selling  assets,  including 
$10.8  billion  in  consumer  car  loans. 
Meanwhile,  it  is  paying  more  to  borrow 
longer  term,  while  reducing  its  commer- 
cial paper  outstanding  by  $8  billion  this 
year.  To  focus  on  its  core  GM  auto  busi- 
ness, GMAC  has  dropped  out  of  boat  and 
heavy-equipment  lending,  and  on  Nov. 
18  said  it  also  will  stop  making  new 
loans  to  non-GM  dealers  and  car  buyers. 
NO  MORE  SURPRISES.  Despite  the  defen- 
sive moves,  (iMAC  may  not  be  able  to 
forestall  a  downgrade.  If  the  credit 
agencies  move,  GM  would  be  effectively 
removed  from  the  commercial  paper 
market,  since  the  Securities  &  Exchange 
Cftmmission  won't  allow  money-market 
funds  to  buy  papei'  from  companies  that 
aren't  rated  in  the  top  tier  by  at  least 
two  credit  agencies.  Such  funds  now  buy 
nearly  all  of  GMAC's  paper.  The  result: 
GMAC  says  it  would  have  to  sell  off  more 
of  its  auto  loans  and  begin  to  draw  on  a 
$12.4  billion  bank  credit  line.  Worse,  all 
of  this  would  i)robably  knock  $100  mil- 
lion to  $300  million  off  GMAC's  1998  earn- 
ings, cutting  1993  [irofits  to  $1  liillion  or 
less,  GM  says. 

A  longer-term  worry  is  g.M's  future 
obligation  to  retirees.  New  accounting 
rules  require  many  large  companies,  in- 
cluding GM,  to  write  off 
future  liabilities  for  re- 
tirees' health  benefits 
no  later  than  early  next 
year.  GM  could  spread 
the  charge  over  20 
years,  and  the  $16  bil- 
lion to  $24  billion  hit 
won't  directly  affect 
cash  flows.  But  it  will 
cut  into  income  and 
stockholders'  equity.  As 
for  its  widening  unfund- 
ed pension  liabilities,  (;m 
doesn't  have  to  make 
any  more  payments  into 
its  pension  fund  for 
now,  but  may  have  to 
eventually. 

GM  Executive  Vice- 
President  William  E. 
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Hojiiuiid  swears  the  company  isn't  [jlaii- 
ninj;'  any  fourth-ciuarter  surpi'ises,  such 
as  last  year's  yearend  $2.8  billion  re- 
structuring' charj^e.  Nonetheless,  CM's 
efforts  to  sell  an  81.5'^'  stake  in  National 
Car  Rental  System  Inc.  will  likely  result 
in  a  $300  million  aftertax  charge.  The 
expected  sale  of  a  'liY''  stake  in  Daewoo 
Motor  Co.  and  a  transmission  ojjeration 
will  add  hack  SZ'S)  niillidu  to  the  bottom 
line,  however. 

Tlie  big  (lueslioiis  now:  When  will 
cost-cutting   aii<l   improved   auto  sales 


stai'l  to  move  (iM  back  into  the  black? 
Analysts  figure  that  GM's  slashing  al- 
ready has  cut  pret^ix  North  American 
auto  losses  by  about  half,  to  $3.4  billion, 
in  the  first  nine  months  of  1992.  Smith 
also  has  said  that  GM's  North  American 
operations  were  significantly  in  the 
black  during  October,  for  the  first  time 
in  24  months.  More  losses  are  expected 
in  traditionally  weak  November  and  De- 
cember, but  Smith  promises  that  the  op- 
eration will  break  even,  before  taxes  and 
interest,  next  vear. 


As  a  result,  analysts  project  that  GM  ii 
1993  will  make  money  for  the  first  yea 
since  1989.  One  major  reason:  Unitei 
Auto  Workers  sources  say  that  th 
depth  of  GM's  troubles  has  convinced  th 
union  it  must  cooperate  with  Smith' 
.cost-cutting. 

"This  ship  is  slowly  turning,"  co 
tends  PaineWebber's  Girsky.  True.  Bu 
Jack  Smith  must  turn  it  around  faster  i 
he  wants  to  quash  those  rumors  abou 
GM's  solvency  once  and  for  all. 

Bi/  Kathleen  Krrwin  in  Detro 


TECHNOLOGY  I 


FLAT  PANELS:  CAN  THE  U.S. 
GET  BACK  INTO  THE  PICTURE? 


A  high-tech  consortium  says  yes — and  DARPA  is  willing  to  bet  on  it 


F 


Ifir  a  glimpse  of  the  future,  look  no 
further  than  the  flat-panel  screen 
on  the  nearest  laptop  computer. 
The  ultrathin  disjjlays  alreacly  have  revo- 
lutionized computing.  Soon,  they  may 
turn  up  (111  everything  from  airplane  and 
auto  instrument  panels  to  telephones 
and  high-definition  TVs.  The  trouble  is, 
nearly  all  of  them  are  made  in  Japan. 
And  if  that  continues,  flat-panel  displays 
will  be  yet  another  depressing 
tale  of  a  vital  U.  S. -invented  tech- 
nology that  was  fumbled  away. 

This  time,  though,  U.  S.  C(jm- 
panies  aren't  giving  up  without  a 
fight.  Over  the  past  three  years, 
companies  from  giant  Texas  In- 
struments Inc.  to  tiny  (iis  Optical 
Imaging  Systems  Inc.  have  been 
developing  innovative  flat-panel 
systems  and  components  in  their 
labs.  This  year,  a  few  l)rave  l)usi- 
nesses  such  as  Motorola  Inc. 
have  committed  to  large-scale 
display  manufacturing  in  the 
U.  S.  And  now,  the  Pentagon's 
Defense  Advanced  Research  Pro- 
jects Agency  in.MM'Ai  is  joining 
with  industry  to  form  a  consortium  de- 
signed to  take  a  big  bite  out  of  Jajian's 
lead.  "This  is  the  next  step  in  a  long 
climb  back  to  prominence  for  the  U.  S.  in 
flat-panel  displays,"  explains  Lance 
Glasser,  director  of  the  Electronic  Sys- 
tems Technology  office  at  I).\KI'.\. 
DAZZLING  DISPLAY.  If  the  U.  S.  claws  its 
way  back,  it  will  signal  the  triumph  of 
smarts  over  bucks.  By  some  estimates, 
Japanese  comj)anies  have  invested  up  to 
$3  billion  in  factories  to  make  advanced 
displays.  Most  of  these  use  so-called  ac- 
tive-matrix  liquid-crystal  technology, 
wliere  every  dot  (or  pixel)  on  the  screen 
is  controlled  by  its  own  transistor.  The 


cfilor  displays  are  dazzling,  but  fabricat- 
ing the  millions  of  transistors  is  fiendish- 
ly difficult.  As  a  result,  the  panels  are 
limited  to  less  than  20  inches  across  and 
are  prohibitively  expensive — about 
$1,500  for  a  10-inch  laptop  screen. 

What's  more,  the  Japanese  haven't 
been  able  to  bring  the  cost  down  as  fast 
as  they  expected,  says  display  analyst 
David  E.  Mentley  of  Stanford  Resources 


f( 


Inc.  "They've  lieen  mugged  l>y  reality, 
he  says.  They  also  were  hurt  by  a  62.77' 
tariff  imposed  last  year  after  a  ruling 
found  they  were  dumping  screens  in  the 
U.  S.  below  cost.  The  coalition  of  U.  S. 
companies  that  brought  the  case,  howev- 
er, is  in  danger  of  breaking  uj).  U.  S. 
computer  makers,  who  buy  the  screen, 
have  pressured  one  group,  and  one 
member,  Gis,  has  dropped  its  complaint. 

Japan's  woes  have  helped  spur  new 
approaches.  While  some  U.  S.  efforts  use 
active-matrix  technology.  Motorola  and 
In  Focus  Systems  Inc.  in  Tualatin,  Ore., 
plan  to  build  a  simpler  passive-matrix 
screen  that  promises  high  (juality  at  low- 


er cost.  Texas  Instruments  is  developin 
an  exotic  display  that  relies  on  tin 
moveable  mirrors.  And  Boise  (Idahc 
chipmaker  Micron  Technology  Inc 
trying  to  make  screens  in  which  eac 
pixel  is  lit  by  its  own  miniature  electro 
beams.  "American  companies  hav 
world-class  technology,"  says  Glasser. 

l».ARP,\'s  consortium  will  help  mov 
that  technology  from  lab  to  factory.  Th 
idea  is  for  companies  to  identify  cruci; 
gaps  in  their  ability  to  make  flat  panel 
then  coordinate  R&D  to  fill  those  gapi 
DARPA  plans  to  throw  in  at  least  $1 
million  a  year,  with  companies  shoulde: 
ing  a  larger  share  as  the  industry  m; 
tures.  So  far,  American  Telephone  > 
Telegraph,  Xerox,  the  David  Sarnoff 
search  Center,  CIS,  and  Standish  Indu 
tries,  a  Wisconsin  liquid-crystal-displa 
maker,  plan  to  band  together. 

The  climate  seems  right 
the  U.  S.  effort.  Electronics  mai 
ufacturers  "are  beginning  to  fe- 
that  the  display  is  what  sells  tl 
in'oduct,"  says  Griffith  L.  Res( 
III,  president  of  MRS  Technolog 
Inc.  in  Chelmsford,  Mass.,  whi( 
builds  display-making  too 
"They  don't  want  to  be  total 
dependent  on  Japanese  sources 
DARPA's  Glasser  is  convinct 
that  they  won't  be.  Within  fi) 
years,  he  predicts,  one  or  tv 
U.  S.  companies  will  be  in  fu 
scale  production  of  flat-panel  d 
plays,  with  three  to  five  mo 
supplying  niche  markets.  "It 
very  exciting,"  adds  Robert  M.  Whit 
Commerce  Under  Secretary  for  technc 
ogy.  "I  think  we  stand  a  good  chance 
getting  back  into  the  market." 

It's  still  only  a  chance,  thoug 
"Things  are  just  getting  started — i1 
premature  to  say  there's  a  resurgence 
the  U.  S.  display  industry,"  cautions  St 
ven  W.  Depp,  manager  of  the  entry  sj 
tern  technologies  laboratory  at  IB 
which  is  already  making  active-matr 
displays  in  Japan  in  a  joint  venture  wi 
Toshiba.  But  at  least  now,  the  U.S. 
fighting  back. 

Bu  John    Careij  in    Wdslinnitnn,  " 
Gary  McWilliams  in  Boston 
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Comnu'ntarv/bv  Paul  MaLi'nusson 


BUSH'S  WELL-PLACED  KICK  IN  THE  TRADE  TALKS 


H 


istory  may  record  that  just  one 
(lay  after  President  Bush  lost 
the  election  for  paying  too  little 
attention  to  economic  policy,  he  miracu- 
lously rescued  the  108-nation  trade  ne- 
gotiations known  as  the  Uruguay 
Round.  By  slapping  200/'  tariffs  on 
French  wine  in  an  obscure  dispute  over 
animal  feeds,  Bush  suddenly  breathed 
life  into  talks  that  had  been  moribund 
for  more  than  a  year. 

Bush's  minuscule  $300  million  trade 
reprisal  seemed  to 
accomplish  what  six 
years  of  talk  and 
three  successive  in- 
ternational economic 
summits  could  not. 
That  is,  it  got  the 
European  Communi- 
ty negotiating  with 
the  U.  S.  on  the  piv- 
otal issue  of  agri- 
cultural subsidies 
While  the  entire  ef- 
fort may  yet  fail  to 
produce  a  compre- 
hensive trade  deal, 
the  Bush  Administration's  judicious 
use  of  the  stick-and-carrot  approach  to 
negotiations  holds  some  valuable  les- 
sons for  the  ne.xt  occupant  of  the 
White  House. 

WARNINGS.  The  chief  lesson  of  the  new 
trade  physics:  Foreign  subsidies  or 
trade  barriers  tend  to  remain  in  place 
unless  acted  upon  by  an  outside  force, 
in  this  case  the  threat  of  U.  S.  retalia- 
tion. This  was  con- 
firmed in  1985  after 
Congress  passed  a 
tough  trade  law  and 
the  success  rate  for 
negotiations  climbed 
from  one-third  to 
two-thirds,  according 
to  an  unpublished 
study  by  the  Insti- 
tute for  International  Economics. 

Despite  constant  handwringing  by 
economists  who  warned  that  aggres- 
sive unilateral  action  by  the  U.  S. 
would  precipitate  a  trade  war,  only  8  of 
the  67  cases  examined  in  the  study  re- 
sulted in  the  U.  S.  following  through 
on  its  retaliation  threat.  And  just  one 
case  brought  counter-retaliation — a  mi- 
nor tiff  with  Europe  over  pasta,  citrus, 
lemons,  and  walnuts. 

But  the  HE  study's  authors  warn 
against  the  Riddick  Bowe  approach  as 
a  panacea  for  stalled  trade  negotia- 


tions. "If  you  have  a  clear  barrier  and 
a  clear  objective,  this  can  be  an  effec- 
tive tool,  but  it's  a  limited  means  of 
achieving  a  limited  objective,"  warns 
researcher  Kimberly  A.  Elliot. 

Nor  does  every  warning  of  retalia- 
tion against  foreign  barriers  work.  The 
U.  S.  threatened  India  in  1989  and  1990 
with  trade  sanctions  unless  it  opened 
its  borders  to  U.  S.  financial  services 
and  investment.  India  ignored  the 
threat,  and  the  U.  S.  backed  off.  De- 


spite such  occasional  lapses,  U.  S. 
Trade  Representative  Carla  A.  Hills 
has  managed  to  write  the  book  on  pry- 
ing open  markets.  Some  of  the  main 
conclusions  from  her  record: 

■  Pick  targets  carefully.  Hills  USed  great 

precision  in  selecting  white  Burgundy 
wines  for  the  brunt  of  the  trade  retali- 
ation. France  has  been  the  principal 
foot-dragger  on  reducing  farm  subsi- 


The  President's  threatened  $300  million  trade 

reprisal  was  minuscule,  but  seemed  to 
accomplish  what  six  years  of  talks  and  three 
international  economic  summits  could  not 


dies  within  the  EC,  and  the  French  Ag- 
riculture Minister — a  shrill  critic  of 
U.  S.  policy — is  from  the  region.  In  a 
similar  case  with  China  this  summer, 
publishing  a  detailed  and  extensive  list 
of  targets  for  U.  S.  sanctions  helped 
lead  to  a  quick  pledge  by  China  to  drop 
barriers  against  many  U.  S.  imports. 
■  Keep  it  legal.  The  U.  S.  won  two  deci- 
sions on  the  current  case  before  a 
quasijudicial  panel  under  the  General 
Agreement  on  Tariffs  &  Trade,  the 
sponsoring  body  for  multinational 
trade  negotiations.  The  EC  ignored  the 


G,-\TT  findings,  surrendering  the  moral 
high  ground  and  rendering  its  cries  of 
unfairness  ludicrous.  "Hills  was  pa- 
tient, she  lined  up  the  international 
support  she  needed,  and  she  made  a 
record  of  having  tried  to  negotiate," 
notes  I.  M.  Destler,  a  University  of 
Maryland  political  scientist. 

■  Aim  for  tangible  results.  The  U.  S.  en- 
gaged Japan  in  a  monumental  but 
largely  fruitless  three-year  talkathon 
over   "structural   impediments."  The 

diffuse  goals  of  the 
talks  included  over- 
hauling the  Japa- 
nese distribution 
system,  antitrust  en- 
forcement, and  cor- 
porate structure, 
and  boosting  spend- 
ing on  parks  and 
sewers,  all  while 
persuading  the  Japa- 
nese to  take  more 
vacations  from  work 
and  school.  Not 
much  happened.  But 
when  the  U.  S. 
threatened  retaliation  unless  the  Japa- 
nese lowered  barriers  to  U.  S.  super- 
computers, glass,  satellites,  wood  prod- 
ucts, and  electrical  transformers, 
Tokyo  jjroved  willing  to  compromise. 

■  Timing  counts.  There's  always  an  elec- 
tion coming  up  in  Europe — providing  a 
plausible  excuse  to  postpone  reform.  In 
the  latest  case,  the  Bush  Administra- 
tion waited  until  after  the  French  vote 

on  the  Maastricht 
Treaty,  a  key  Parlia- 
mentary vote  in  Brit- 
ain, and  local  elec- 
tions in  Germany 
were  out  of  the  way. 
Then,  waiting  to  an- 
nounce the  sanctions 
until  a  day  after  the 
election  in  the  U.  S. 
showed  that  the  Administration  wasn't 
just  playing  electoral  politics. 

When  it  comes  to  economic  policy, 
Bush's  performance  will  never  draw 
many  raves.  And  fans  of  Meursault 
may  find  themselves  choking  at  the 
prospect  of  Lake  Country  White.  But 
credit  the  U.  S.  with  leading  the  world 
through  six  successful  rounds  of  trade 
liberalization  talks  over  nearly  .50 
years.  The  record  proves  that  so  long 
as  the  goal  is  freer  trade  and  the  meth- 
ods are  fair,  the  White  House  should 
keep  its  boxing  gloves  handy. 
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From  now  on, 

only  one  thing  can  stop 

Churchill  Truck  Lines. 


Business  at  (Churchill  "  IVuck  i.incs  has  taken 
a  decidedly  northward  turn  ever  since  they 
took  on  a  new  driver — an  IBM  Enterprise 
System/QOOO: 

Control  Software,  Inc.,  an  IBM  Business 
Partner,  developed  a  turnkey  system  with 
a  medium-size  ES/QOOO'"that  gave  Churchill 
the  horsepower  to  accelerate  their  routing  and 
hilling  procedures.  It  also  let  them  add  trucking 
terminals  in  cities  they  never  served  before. 
And  their  ES/9000  allowed  them  to  go  online 
24  hours  a  day;  with  a  lot  less  staff  than  a  typical 
operation  requires.  \bu  don't  have  to  look  very 
far  to  see  how  all  that  would  increase  growth, 
both  today  and  down  the  road. 

So  now,  if  you  ever  see  Churchill  Truck  Lines 
slowing  down,  you'll  know  onc^  thing  for  sure. 
The  place  must  serve  one  heck  of  a  piece  of  pie. 

To  receive  information  on  how  far 
an  ESA)()()0  can  drive  your  business,  call 
1  800IBM-6676,ext.727. 

Enterprise  System/9000 

ES/9()()()  hcljts  to  spur  grealcr  Inisiness  c.xfxinsion. 

Handles  Ininsdclions  rclidbly  aiul  urcly. 

Provides  holh  short-term  and  long-lerin  cost  benefits. 

Its  the  j)erfert  vehicle  for  growing  companies. 

lidiheil  hy  the  service  and  support  you  get  only  from  IBM. 


THE  ADMINISTRATION! 


NO  BED  OF  ROSES:  AS  BUSH  KNOWS,  CLINTON  FACES  A  TUSSLE  WITH  ENTRENCHED  COMMITTEE  CHAIRMEN 


BUT  CAN  HE 
SWING  AN  AX? 


What  Clinton  plans  to  cut  in  the  bureaucracy — and  what  his  chances  ai"e 


On  the  campaign  trail,  Bill  Clinton 
[jfomised  to  cut  the  federal  work 
force  by  100,000  jobs  and  trim 
government  administrative  costs  by  3V;. 
Now,  though,  sources  close  to  the  transi- 
tion team  say  that  Clinton  is  mulling 
ovei-  a  far  more  dramatic  restructuring 
of  the  federal  bureaucracy,  including 
elimination  of  some  Cabinet  depart- 
ments. BUSINESS  WEEK  has  learned  that 
one  target  is  tlie  Energy  Dept. 

Clinton  also  may  consolidate  federal 
I'egulation  of  financial  institutions  and 
reorganize  the  stewardship  of  federal 
lands,  now  handled  by  several  agencies. 
Says  (jne  source  close  to  the  Clinton 
transition:  "There's  an  enormous  oppor- 
tunity for  streamlining  government  at 
both  the  Cabinet  and  sub-Cabinet  level." 

Unlike  Presidents  Reagan  and  Carter, 
whose  efforts  sank  in  Congress,  Clinton 
may  find  surprisingly  strong  support  on 
Capitol  Hill.  But  as  a  weary  George 
Bush  might  have  warned  Clinton  when 
they  met  at  the  White  House  on  Nov.  18, 
the  President-elect  still  must  tangle  with 
committee  chairmen  whose  })ower  is 
based  in  part  on  the  size  of  the  bureau- 
cracies they  oversee. 

Clinton  shouldn't  shrink  from  the 
fight.  Like  a  badly  run  corporation,  gov- 
ernment has  failed  to  adapt  to  changing 
times.  The  price  of  poorly  managed,  du- 
plicative efforts  is  staggering — and  not 


just  in  billions  of  wasted  tax  dollars. 
"The  cost  in  terms  of  credibility  is  enor- 
mous," says  James  Thurber,  American 
University  professor  of  government. 
"The  more  programs  you  have  that 
seem  worthless,  the  more  people  distrust 
government." 

That's  why  Clinton  has  Ener'gy  in  his 
sights.  It  spends  half  its  budget  develop- 
ing and  building  nuclear  weapons,  and 
much  of  the  rest  trying  to  clean  up  the 
mess  it  has  made.  Other  functions  are 
simply  outdated.  Fifty  years  ago,  the 
Rural  Electrification  Administration 
brought  badly  needed  power  to  rural 
America.  Now  it  brings  cheap  electricity 
to  wealthy  suburbs. 

In  a  reorganization,  scaled-down 
weapons  production  could  be  shifted  to 
the  Pentagon.  Civilian  energy  research 
could  be  largely  privatized  or  shipped 
off  to  the  National  Science  Foundation. 
NINE  IN  ONE.  That  leaves  the  cleanup 
work,  which  logically  belongs  in  a  new 
Environment  Dept.  It  would  mesh  well 
with  the  Clintonites'  plans  for  rationaliz- 
ing the  management  of  public  lands.  Bu- 
reaucratic infighting  is  rampant  among 
the  Bureau  of  Land  Management,  the 
Bureau  of  Reclamation,  the  Forest  Ser- 
vice, the  Park  Service,  and  the  U.  S. 
Army  Corps  of  Engineers.  One  solution: 
combine  them  into  a  single  department. 
Clinton  could  add  the  Environmental 


Protection  Agency  and  othi 
offices  that  study  the  en^ 
ronment  and  create  a  singi 
Environment  &  Natural  ^ 
sources  Dept.  That  woui 
Jt/St  cut  hundreds  of  millions  : 
M9ff  ^  dollars  worth  of  overhead-j 
and  encourage  sensible  soL 
tions  to  complex  land-u 
and  environmental  dispute 
The  President-elect  m; 
also  unify  the  nine  agencii 
that  oversee  financial  ins 
tutions.  As  the  businesses 
banks  and  securities  firr 
become  more  intertwined, 
makes  less  sense  to  mai 
tain  separate  regulatoi 
schemes.  At  the  least,  all  c 
pository  institutions  cou 
come  under  the  purview  ol 
single  federal  regulator. 

Reorganizing  those  age 
cies  is  only  a  small  part 
the  job,  though.  For  no 
the  Clintonites  seem  disinclined  to  tact 
some  of  the  biggest  sacred  cows.  P( 
haps  the  largest  is  the  Agricultu 
Dept.,  which  spends  some  $46  billion 
year.  In  1940,  there  were  more  than 
million  farms  in  the  U.  S.  and  98,0 
USDA  employees.  Today,  there  are  2  n' 
lion  farms  but  128,000  employees 
watch  over  them. 

Many  of  the  department's  progran 
such  as  subsidies  that  distort  prices  a: 
hurt  both  consumers  and  small  farme: 
could  be  eliminated.  The  rest  belo: 
with  other  agencies.  For  example,  fo 
stamps  and  other  "feeding  program 
could  go  to  the  Health  &  Human  S( 
vices  Dept. — or  even  to  a  new  agen 
that  could  hiindle  all  federal  assistanc 
MOVE  QUICKLY?  If  Clinton  tries 
streamline  the  government,  he  has  ti 
very  important  choices  to  make:  H( 
big  a  job  does  he  want  to  take  on  in  o 
bite?  And  how  quickly  should  he  mov 
Carter's  ill-prepared  assault  on  fedei 
water  projects  wrecked  any  chance  oi 
serious  reorganization  during  his  tenu: 
The  new  President  may  have  it  slig 
ly  easier.  Key  members  of  Congre; 
from  conservatives  such  as  Senator  \^ 
liam  V.  Roth  Jr.  (R-Del.)  to  moderat 
such  as  House  Budget  Committee  Cha 
man  Leon  E.  Panetta  (D-Calif.)  and  lib' 
als  such  as  House  Government  Ope: 
tions  Committee  Chairman  John  Cony( 
Jr.  (D-Mich.),  favor  reform. 

Fixing  the  economy  remains  Clinto] 
top  priority.  But  he  could  save  men 
while  improving  delivery  of  services 
radically  changing  the  way  governm( 
does  business.  It  would  mean  a  nas 
fight  with  some  of  Congress'  old  bu 
but  the  rewards  could  be  sweet. 

Bi/  Howard  Gleckrnan  in  Washingt 
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EOPLEI 


ELI  SEGAL: 
SUNUNU  HE  AIN'T 


entrepreneur,  nice  guy — and  a  prime  candidate  for  Chief  of  Staff 


Eli  J.  Segal  sits  down  to  breakfast  in 
the  cafe  of  Little  Rock's  Excelsior 
Hotel  and  expounds  on  his  favorite 
ubject.  "It  won't  be  hard  to  figure  out 
low  to  make  Bill  Clinton's  Presidency 
mrk,"  says  Segal,  the  transition  team's 
lewly  named  chief  financial  officer. 
Clinton  believes  in  horizontal,  rather 
han  vertical,  management.  He  likes  a 
3t  of  access  and  a  lot  of  consultation." 

If  Segal  sounds  like  a  management 
[uru  who  wandered  into  a  roost  of 
[onzo  politicians,  he  can 
le  forgiven.  A  Boston 
ntrepreneur  and  long- 
ime  Democratic  fund- 
aiser,  Chief  of  Stafl' 
Segal  brought  discipline 
0  the  free-form  Clinton 
anipaign.  Says  Clinton 
,ide  Samuel  Berger: 
Eli  was  the  glue  that 
leld  Little  Rock  togeth- 
ir."  Segal  did  his  job  so 
veW  that  Clinton  re- 
rarded  him  with  a  key 
ransition  post. 

One  of  the  few  corpo- 
ate  types  in  Clinton's 
Qner  circle,  Segal  was 
nstrumental  in  per- 
uading  the  candidate 
0  court  business.  Clin- 
on  won  a  slew  of  CE(  > 
indorsements,  a  huge 
lelp  in  his  efforts  to 
:ast  himself  as  a  mar- 
:et-oriented  centrist, 
ohn  H.  Bryan,  CEO  of 
iara  Lee  Corp.  and  a 
)ig  Clinton  backer,  es- 
)ecially  liked  what  Seg- 
il  had  to  say  about  the  North  American 
""ree  Trade  Agreement.  CEOs  saw  the 
ssue  as  a  litmus  test  for  Clinton.  "He 
vas  very  positive  on  it,"  says  Bryan. 
iiiKY  INTRIGUE.  Segal  hardly  fits  the 
■ole  of  power  broker.  There's  no  cigar, 
10  hyperdrive  personality.  His  soft-shoe 
;tyle  won  Segal,  49,  enormous  affection 
nside  the  campaign.  His  "style  is  very 
effective,"  says  Richard  G.  Stearns,  a 
vlassachusetts  Superior  Court  justice 
ind  Clinton's  former  Oxford  roommate. 
'You  like  him  so  much,  you  don't  want 
.0  disappoint  him." 

But  don't  underestimate  this  nice  guy. 
5egal  is  capable  of  silky  political  in- 
rigue.  Just  ask  Los  Angeles  lawyer 
Vlickey  Kantor.  When  the  hard-charging 


Kantor  made  a  bid  for  leadership  of  the 
transition,  Clinton's  political  staff — 
many  of  them  selected  by  Sega! — re- 
belled. Kantor  wound  up  with  the  job  of 
organizing  Clinton's  December  economic 
summit,  while  Segal  and  Warren  Chris- 
topher got  top  transition  posts. 

Not  surprisingly,  Segal  is  now  ru- 
mored for  a  plum  Administration  job, 
even  Chief  of  Staff.  Segal  "would  be 
excellent  in  any  White  House  manage- 
ment position,"  says  former  Democratic 


RESUME:  ELI  J.  SEGAL 


BORN 


1943,  Brooklyn,  N.Y. 


EDUCATION 


BA,  Brondeis,  1964;  JD,  Michi 
gan,  1967 


EMPLOYMENT 


1973-75:  Executive,  Pioneer  Sys 
terns,  a  New  York  City  defense 
and  crafts  company 
1975-81:  President,  Vogart 
Crafts,  a  Pioneer  subsidiary 
1981-86:  Owner,  American  Pub 
lishing,  a  jigsaw-puzzle  maker 
and  owner  of  Bits  &  Pieces  mail- 
order gome  catalog;  puzzle  busi- 
ness sold  in  1 986 
1986-present:  Owner,  B&P 
Publishing,  publisher  of  Bits  & 
Pieces  and  Games  magazine. 
Annual  sales:  About  $15  million 


OFF-HOURS  PURSUIT 


Skiing  in  Vail,  Colo. 

DATA:  BW 


Presidential  candidate  Gary  Hart,  a 
great  friend.  "Eli  is  very  shrewd  and 
even-tempered,  which  is  extraordinary  in 
this  line  of  work." 

Segal  is  no  political  novice.  He  toiled 
for  George  McGovern  in  1972,  Morris 
Udall  in  1976,  and  Hart  in  1984  and  1988. 
He  first  met  Clinton  in  the  summer  of 
1969,  when  a  group  of  Democratic 
Young  Turks  gathered  on  Martha's 
Vineyard  to  discuss  a  new  path  for  their 
troubled  party.  But  only  within  the  past 
couple  of  years  did  Segal  figure  the 
young  Arkansan  for  a  future  President. 
Friends  say  Segal  started  telling  them: 
"Watch  Clinton,  he's  a  comer." 

Segal's  passion  for  politics  is  fueled  by 
lucrative  business  ventures  back  in  Bos- 


ton. He  made  his  fortune  m  llie  toy  and 
jigsaw-puzzle  business,  running  Ameri- 
can Publishing  Co.  in  suburban  Boston. 
Segal  sold  his  venture  in  1986,  for  a 
profit  estimated  at  several  million  dol- 
lars. He  now  runs  B&P  Publishing  Co,  a 
privately  held  direct  marketer  with  an- 
nual sales  of  some  $15  million.  B&P  sells 
gatnes  through  its  popular  Bits  &  Pieces 
catalog.  Segal  also  owns  Games  maga- 
zine, a  marginally  profital.»le  i)ul)lication 
for  puzzle  junkies. 

IN  TROUBLE.  Segal's  career  got  a  key 
boost  from  Miles  L.  Rubin,  a  65-year-old 
investor  who  took  a  shine  to  Segal  dur- 
ing the  1972  campaign.  After  McGov- 
ern's  loss,  Rubin  invited  Segal  to  join 
Pioneer  Systems  Inc.,  a  defense  compa- 
ny that  Rubin  headed. 

Pioneer's  business  record  has  its  blem- 
ishes. In  the  1980s,  Pioneer  was  in  legal 
trouble  for  allegedly  billing  a  govern- 
ment agency  falsely. 
Pioneer  settled  the  suit 
for  $105,000  in  1988.  Se- 
gal, who  in  1981  re- 
signed as  president  of 
Vogart  Crafts  Corp., 
another  Pioneer  subsid- 
iary, continued  to  serve 
on  Pioneer's  board 
through  the  1980s.  But 
he  disclaims  intimate 
knowledge  of  the  legal 
Ijroblems.  The  compa- 
ny's defense  operations 
have  since  been  sold,  to 
a  French  outfit.  After 
the  sale,  Vogart  was 
Pioneer's  only  operat- 
ing unit  until  it  filed  for 
Chapter  11  in  1990. 

The  Rubin-Segal  bond 
endures.  Segal  helped 
hire  Rubin's  mail-order 
company.  National  Di- 
rect Marketing  Corp.,  to 
raise  funds  for  Clinton. 
Rubin  says  he  raised 
some  $13  million.  Says 
Rubin  of  his  protege: 
"Eli  helps  people  get 
the  most  out  of  themselves.  He's  a  lead- 
er of  men." 

Segal  now  must  get  the  most  out  of 
big  Democratic  donors.  He's  trying  to 
rustle  up  about  $3  million  in  private 
money  to  add  to  the  $3.5  million  in  feder- 
al funds  appropriated  for  the  transition. 
Next,  Segal  says  he'll  oversee  the  effort 
to  create  an  "aggressive  legislative 
package  to  submit  to  Governor  Clinton 
for  the  day  he  is  inaugurated." 

So  what  is  the  transition  like?  "It's  a 
lot  like  a  chess  game,"  says  puzzle  mag- 
nate Segal.  And  in  this  game,  some  nice 
guys  manage  to  finish  first. 

By  Douglas  Harbrecht  in  Little  Rock  and 
Mark  Maremont  and  Geoffrey  Smitli  in 
Boston 
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Commentary/by  Kathleen  Madigan 


FOUL  BALL:  MAJOR  LEAGUE  BASEBALL'S  MONOPOLY 


Once  upon  a  time,  goes  the  con- 
venient mytii,  baseball  was  a 
sport,  just  a  diversion,  hardly  a 
for-profit  enterprise.  Doubters  of  this 
rose-tinted  history  are  referred  to  the 
U.  S.  Supreme  Court's  1922  ruling  that 
professional  baseball  is  "an  amuse- 
ment," not  a  business  dependent  on 
interstate  trade  for  its  viability.  Ever 
since  that  curious  bit  of  jurisprudence, 
Major  League  Baseball  has  been  ex- 
empted from  federal  antitrust  laws.  In 
other  words,  it's  a 
legal  monopoly. 

In  the  era  of  the 
$7  million  infielder 
and  the  $500  million 
cable-TV  deal,  the  no- 
tion that  baseball  is 
not  a  business  seems 
quaint.  Indeed,  a  lat- 
er Supreme  Court  la- 
beled the  1922  deci- 
sion "illogical."  The 
antitrust  exemption 
still  stands,  howev- 
er. And  freed  from 
rival  leagues  and 
federal  oversight, 
MLB's  owners  have 
served  no  interests 
but  their  own. 

Change  now  may 
be  lurking  outside 
the  owners'  boxes. 
On  Dec.  10,  the  Sen- 
ate's antitrust  subcommittee  will  start 
hearings  on  the  baseball  exemption. 
Senator  Connie  Mack  (R-Fla.),  the 
namesake  grandson  of  the  legendary 
owner-manager  and  an  advocate  of 
eliminating  baseball's  distinction,  ad- 
mits that  any  rule  change  is  "an  uphill 
battle."  But  by  their  own  recent  ac- 
tions, MLB's  owners  may  have  hastened 
the  end  of  their  protected  status. 
XENOPHOBIA.  That's  because  an  anti- 
trust exemption  is  an  implied  contract: 
The  federal  government  suspends  its 
usual  bias  against  monopolies  as  long 
as  the  monopoly  in  question  serves  the 
public  good.  Major  League  Baseball, 
by  this  reasoning,  can  operate  unfet- 
tered as  long  as  it  satisfies  America's 
appetite  for  the  national  pastime.  But 
by  their  higli-handed  treatment  of  play- 
ers, fans,  host  cities,  and  their  own 
commissioner,  the  owners  have  abused 
their  privilege. 
At  the  heart  o^  the  problem  is  base- 


ball's degree  of  exclusivity,  which  pe- 
nalizes millions  of  fans.  Although 
many  cities,  notably  Buffalo  and  St. 
Petersburg,  are  clamoring  for  a  home 
team,  MLB  doles  out  new  franchises 
less  often  than  Oakland  Athletics'  ace 
relief  pitcher  Dennis  Eckersley  blows  a 
game.  Moreover,  owners  can  veto  any 
team's  plan  to  move,  and  they  can  keep 
television  stations  from  airing  games 
that  would  compete  head-to-head  with 
other  baseball  broadcasts. 


VETO  OF  THE  GIANTS  DEAL  LEAVES  THE  SUNCOAST  DOME  EMPTY  AND  ST.  PETE  IN  A  SNIT 


Two  recent  franchise  sales  show 
plainly  that  MLB's  owners  believe  they 
are  accountable  only  to  themselves — 
not  the  nation.  When  Seattle  Mariners 
owner  Jeffrey  Smulyan  wanted  to  sell 
the  team  to  a  group  of  investors  led  by 
Nintendo  Co.  executives  Hiroshi  Ya- 
mauchi  and  Minora  Arakawa,  then- 
Commissioner  Fay  Vincent  muttered 
about  preserving  the  integrity  of  the 
American  game.  He  masked  his  xeno- 
phobia by  arguing  the  issue  was  ensur- 
ing "a  guarantee  of  local  control."  But 
if  local  control  is  so  important,  then 
how  can  Tampa  resident  George  Stein- 


Owners  have  abused  their 
privileges  and  may  have 

hastened  upcoming  Senate 
hearings  on  their  status 


brenner  own  the  New  York  Yankees? 

In  the  end,  the  Nintendo  group  shuf- 
fled their  ownership  shares  so  that  Ya- 
mauchi  put  up  the  bulk  of  the  money 
but  held  a  minority  stake.  Backed  by 
Nintendo,  the  Mariners  stayed  in  Seat- 
tle, but  the  elaborate  camouflaging  of 
Nintendo's  investment  did  little  more 
than  let  the  owners  keep  the  dread 
overseas  presence  at  arm's  length. 
GIANT  LETDOWN.  San  Francisco  also 
will  be  keeping  its  ball  club,  whether  it 
wants  to  or  not.  Af- 
ter Giants  owner 
Bob  Lurie  worked 
out  a  deal  to  move 
his  boys  of  summer 
out  of  chilly  Candle- 
stick Park  and  down 
to  the  climate-con- 
trolled Suncoast 
Dome  in  St.  Peters- 
burg, the  National 
League  owners 
nixed  the  deal.  No 
matter  that  Bay 
Area  voters  four 
times  turned  down 
proposals  to  build 
better  stadium  for 
the  Giants  or  that 
St.  Pete  desperately 
wants  big-league 
baseball  or  that  the 
Florida  group  was 
the  high  bidder.  By 


junking  the  sale,  the  owners  signaled 
that  franchise  stability — that  is,  main- 
taining their  monopoly — is  more  impor- 
tant than  the  fans'  wishes.  As  Florida's 
Mack  puts  it:  "How  can  keeping 
franchise  in  a  money-losing  market  ht 
good  for  baseball?"  If  Congress  lifted 
the  exemption,  it  would  be  easier  foi 
baseball-hungry  cities  to  lure  a  team 
that's  poorly  supported  elsewhere. 

Major  League  Baseball  argues  that 
its  special  status  has  worked  for  70 
years  and  needs  no  fixing.  But  tht 
owners  ought  to  remember  that  compe 
tition  confers  its  own  benefits.  Way 
back  in  1903,  the  National  League  fi 
nally  recognized  that  the  upstart 
American  League  wasn't  going  awa;v 
Rather  than  try  to  kill  off  its  rival,  the 
National  League  agreed  to  send  out  its 
champions,  the  Pittsburgh  Pirates 
against  the  Boston  Red  Sox,  the  ALh 
best.  The  name  the  owners  dreamed  ui; 
for  the  clash:  The  World  Series. 
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It  wouldnt  be  the  holidays 
without  a  glass  of  Black. 


Ultimately  theres  BlacL 


Send  a  gift  of  Johnnie  Walker®  Black  Label®  anywhere  in  the  U.S.A.  Call  1-800-238-4373.  Void  where  prohibited. 

...    ...  V  « 1992  SCHIEFFEUN  4  SOMERSET  CQ,  NY,  NY  JOHNNIE  WALKER®  BLACK  LABEL®  BLENDED  SCOTCH  WHISKY  40%  Alc/Vol  (80*) 


ENTREPRENEURS! 


YOU  ARE  RELAXED.  YOU  ARE  CONTENT. 
YOU  ARE  APPROACHING  'TEA  MIND' 


Republic  of  Tea  strives  mightily  to  sell  its  beverage  as  lifestyle 


Tlie  founders  of  Banana  Republic 
Inc.  are  back  in  business.  Mel  and 
Patricia  Zie^ler,  the  couple  who 
cashed  in  on  the  1980s  craze  for  khaki 
clothes  with  safari-theme  catalogs  and 
stores,  think  they're  on  to  a  new  trend 
'V„-  the  1990s:  tea. 

Convinced  that  most  Americans  have 
never  tasted  a  good  cup  of  tea,  the  for- 
tysomething  Zieglers,  along  with  part- 

•  r  Bill  Rosenzweig,  33,  are  out 
111  convert  the  coffee-drinking 
public.  To  do  it,  they've 
launched  Republic  of  Tea.  It 
markets  21  types  of  natural  tea 
through  department  stores  and 
gourmet  shops  across  the  coun- 
try. Packaged  in  cylindrical  tins 
decorated  with  whimsical  wa- 
tercolors,  the  full-leaf  and  herb- 
al teas  carry  such  names  as 
Mango  Ceylon,  Tea  of  Inquiry, 
and  Sky  Between  the  Branches. 

The  leaves  aren't  cheap:  Re- 
public's teas,  sold  loose  or 
bagged  in  round  '"pillows,"  cost 
from  S6  to  S16  for  a  60-cup  can- 
ister, depending  on  variety. 
That's  three  to  five  times  as 
expensive  as  Lipton's.  But  Xei- 
man  Marcus,  Macy's,  Bloon  - 
ingdale's.  and  Nature  Co.  ha  .  ^ 
all  signed  on.  "The  packaging 
is  gorgeous."  gushes  Jennifer 
A.  Panchenko,  who  signed  Rt 
public  of  Tea  for  Dayton  Hud- 
son Department  Store  Co.  "The 
whole  line  is  very  '90s." 
LEAF  CHIEF.  Exactly,  says  Ro- 
senzweig: "Tea  is  the  wine  of 
the  "90s."  Credit  a  confluence 
of  social  trends,  he  says,  includ- 
ing a  new  interest  in  Eastern 
culture  and  a  focus  on  home, 
hearth,  and  health.  But  more 
than  anything  else.  Republic 
believes  that  Americans  want 
to  slow  down  the  frantic  pace 
of  their  lives.  So  just  as  the  partners 
created  an  image  of  action  and  adven- 
ture with  Banana  Republic,  they  want 
customers  to  associate  their  products 
with  what  ]\Iel  Ziegler  calls  "tea  mind." 

That's  why  the  motto  is  "Sip  by  Sip, 
not  Gulp  by  Gulp."  Ziegler,  who  is  not 
Republic's  chairman  but  its  minister  of 
leaves,  says:  "Tea  is  as  much  a  meta- 
phor for  life  as  it  is  a  product."  Wife 


Patricia  Ziegler,  who  created  the  compa- 
ny's look,  is  minister  of  enchantment. 
Chief  Executive  Rosenzweig,  a  former 
marketing  executive  at  Nakamichi  audio 
company,  is  minister  of  progress.  And 
Bruce  Katz,  the  founder  of  Rockport 
shoes,  who  provided  Republic  of  Tea's 
seed  capital  of  S2.50,000,  is  minister  of 
big  ideas.  The  company  is  based — no 
surprise  here — in  Marin  County,  Calif., 


Bill  Rosenzweig,  the  minister  of 
progress,  says:  'Tea  is  the 
wine  of  the  '90s' 


across  the  Golden  Gate  Bridge  iVniii  .-^iui 
Francisco. 

Although  retailers  say  that  it  is  too 
early  to  get  a  handle  on  the  10-month-old 
company's  sales,  competitors  say  that 
they  have  been  wowed  by  Republic's  in- 
troduction. Indeed,  Mo  Siegel,  founder 
of  rival  Celestial  Seasonings  Inc., 
already  has  expressed  an  interest  in  buy- 
ing the  company.  "I  like  the  market 


niche  of  being  the  elite  of  the  elite 
he  says. 

Ultimately.  Republic  of  Tea's  succe; 
will  hinge  on  whether  it  can  persuac 
consumers  to  give  tea  a  try — and  th( 
make  a  habit  of  it.  The  tea  market,  don 
nated  by  Lipton,  has  been  flat,  at 
billion,  for  years.  The  specialty  tea  ma 
ket.  which  includes  herbal  teas,  has  do 
bled  in  10  years — starting  from  a  tit 
base.  It  now  brings  in  about  8250  milli( 
in  the  U.  S.  annually. 
CAFFEINE  CUT.  While  Republic's  partne 
frequently  equate  sipping  good  tea  wi 
drinking  fine  wine,  neighboring  Naj 
Valley  isn't  exactly  in  a  panic.  Althou^ 
alcohol  consumption  is  down,  not  ev 
Ziegler  expects  a  big  switch  from  wii 
to  tea. 

It's  the  S3. .5  billion  coffee  market  tl 
Republic  is  really  after.  "If  v 
got  two  or  three  [market-sha 
percentage]  points  from  coffe 
we  would  become  the  domina: 
specialty  tea  company,"  Ziegl 
says.  The  company  hopes 
cash  in  on  consumers'  effor 
to  cut  back  on  caffeine:  T( 
contains  far  less  than  coffe 
So  far,  the  company  says, 
is  on  track  to  sell  $500,01 
worth  of  tea  by  next  June  ai 
to  build  up  to  S2.1  million 
1994. 

That  assumes  success  for  R 
public's  efforts  to  "educat( 
'xnsumers  about  tea.  Alread 
'  ;rrency  Doubleday  has  pu 
iislied  a  book  written  by 
partners  about  how  Repub 
was  built.  (Its  §100,000  book  a 
vance  helped  finance  produ 
development.)  In  October, 
first  Republic  of  Tea  catak 
was  released,  offering  teapot 
books  of  philosophy  from  t 
"Tea  Mind  Library,"  and  ev 
"tea"  shirts  silkscreened  wr 
such  phrases  as  "I  Want  Wh 
I  Have."  Says  tea  import 
Mike  J.  Spillane  of  G.  S.  Ha 
Co.:  "I  don't  think  they  can  f; 
on  this  one,  unless  they  make 
cultish  to  the  point  where  pe 
pie  think  it's  a  little  too  mu 
off  the  wall." 

Or  too  much  of  a  fad.  E 
nana    Republic,    which  t 
Zieglers  sold  to  The  Gap  Inc.  in  19^ 
failed  to  adapt  when  the  Indiana  Jon 
look  waned.  Only  recently  has  it  becor 
profitable  again,  sans  Zieglers,  with 
upscale-Gap  look.  Republic  of  Tea  w 
test  the  partners'  ability  not  only  to 
ploit  social  trends  but  also  to  keep 
with  them. 

By  Russell  Mitchell  in  Marin  Coiot 
Calif.,  with  Sandra  D.  Atchison  in  Deni 


tl 
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For  40  years,  Braun's  approach 
to  design  has  been  rigid,  strict  and  unyielding. 


But  now  we're  flexible. 


■■.iiMLr4.-T.-ti^v/^r 


EDITED  BY  DEIDRE  A.  DEPKE 


IS  CLINTON  A  BUY? 

Stocks  do  better  during 
Republican  Administrations, 
right?  Think  again.  Since 
1889,  the  Democrats  have 
held  the  White  House  for  44 
years.  In  those  years,  the 
S&P  500  gained  an  aver- 
age 7.8%  annually.  During 
the  Republicans'60  years  in 
Washington,  the  climb  was 
7.6%.  Here  are  the  stock 
market's  favorite,  and 
not-so-favorite.  Presidents: 

Years    Forty  Administration  Change  in 
S&P  500 

1933-36  D  Roosevelt  150.1% 

1925-28  R  Coolidge  127.9 

1953-56  R  Eisenhower  78.3 

1929-32  R  Hoover  -70.5 

1937-40  D  Roosevelt  -38.3 

1917-20   D  Wilson  -30.5 

DATA:  STANDARD  S  POOR'S  CORP 


ALLANTE  GOES  TO  THE 
BIG  GARAGE  IN  THE  SKY 


►  General  Motors  on  Nov.  18 
announced  that  it's  hitting;  the 
brakes  on  Cadillac's  Allante. 
Sales  of  the  Allante  have  been 
hurt  by  a  steep  sticker  price, 
less-than-perfect  quality,  and 
weak  resale  values.  The 
$61,675  two-seater  convert- 
ible, introduced  in  1986, 
peaked  in  1990  at  3,407  cars 
sold.  Moreover,  production 
costs  are  high,  since  the  Al- 
lante's  body  is  built  in  lUily, 
then  flown  to  Detroit  to  be 
joined  to  a  Cadillac  chassis. 
When  production  ends  later 
this  model  year,  idled  Allante 
workers  will  transfer  to  other 
Cadillac  lines.  Some  62  work- 
ers build  13  Allantes  a  day. 


CHRYSLER'S  FINANCE 
ARM  GRABS  CASH 

►  Across  town,  Chrysler's 
cash-strapped  finance  subsid- 
iary said  on  Nov.  17  that  it 
will  get  a  $2  billion  infusion 


by  selling  its  consuiner  and 
inventory  financing  business 
to  NationsBank.  Chrysler  paid 
$405  million  for  the  unit  in 
1985.  The  sale  price  approxi- 
mates the  business'  current 
l)ook  value. 

Chrysler  Financial  says  it 
will  use  the  proceeds  to  pay 
down  expensive  bank  credit 
lines  that  have  pinched  earn- 
ings in  recent  quarters.  The 
C(jmpany  has  been  shut  out  of 
capital  markets  since  its  cred- 
it rating  skidded  to  junk-bond 
status  last  year.  The  extra 
cash  will  allow  the  finance 
arm  to  continue  the  important 
business  of  bankrolling  deal- 
ers' wholesale  purchases. 


MARRIOTT  HAS  A  LOT 
OF  PEOPLE  UPSET 


►  Marriott's  controversial 
plan  to  spin  off  its  hotel-man- 
agement business  ignited  a 
furor  among  bondholders, 
who  resent  the  prospect  of  be- 
ing saddled  with  the  compa- 
ny's highly  leveraged  real  es- 
tate holdings.  And  now 
Marriott's  advisers  are  begin- 
ning to  check  out  of  the  deal 
as  well:  On  Nov.  17,  Merrill 
Lynch  withdrew  as  an  adviser 
on  the  plan. 

Merrill  says  it  didn't  drop 
out  under  pressure  from 
bondholders.  But  the  firm's 
move  comes  a  week  after 
First  National  Bank  of  Chica- 
go resigned  as  trustee  for  the 
hotelier's  senior  debt,  citing 
its  duty  to  bondholders.  A 
Marriott  spokesman  says  the 


CHLORINE  IN  EXCELSIS  DEO 


Can't  stand  to  roam  packed 
shopping  malls  looking  for  holi- 
day gifts?  Does  the  stuff  in 
your  stack  of  mail-order  cata- 
logs all  look  the  same?  Maybe 
Gemini  Fiberglass  Products  in 
Denver  can  help.  This  34-year- 
old  company's  idea  for  a  fresh, 
hassle-free  gift:  a  mail-order 
swimming  pool. 

Made  of  fiberglass,  these  do- 
it-yourself  pools  come  in  a  vari- 
ety of  sizes,  starting  with  a  model  4  feet  deep  and  15  fee 
across,  which  can  be  built  above  or  below  ground.  Prices  rani' 
from  $3,000  to  $25,000.  The  pools  are  shipped  in  sections,  whit 
Gemini  President  Bob  Langkamp  swears  can  be  installed 
two  to  three  days,  with  "the  tools  you  already  have  in  yoi 
toolbox."  You  think  swimming  pools  don't  have  a  Christmt 
feel  to  them?  No  problem,  says  Langkamp.  Because  fiberglas 
won't  crack  in  freezing  weather,  Gemini  pools  can  hold  watt 
year  round.  Makes  them  perfect  for  ice-skating. 


hotelier  is  "going  forward  as 
planned"  with  the  restructur- 
ing, which  would  result  in  the 
company  trading  as  two  sepa- 
rate stocks  by  next  summer. 


A  MASSIVE  DEAL 
FOR  CRAY 


►  Cray  Research,  playing 
catch-up  in  the  market  for 
massively  imrallel  supercom- 
puters, said  on  Nov.  16  that  it 
has  signed  a  deal  to  sell  its 
new  T3D  comjjuter  to  NASA's 
Jet  Propulsion  Lab.  No  price 
has  been  set,  though  JPL  will 
probably  win  a  big  discount 
for  helping  Cray  with  T3D 
software  development.  Cray 
recently  signed  similar  deals 


iikflOM  Wit^  J>-1^  &i 


with  two  Energy  Dept.  lab 
Cray,  which  has  yet  to  w: 
a  sale  for  the  T3D  from 
commercial  customer,  says 
hopes  to  announce  such 
"real  order"  by  yearend.  Cra 
rivals,  including  Intel  an 
Thinking  Machines,  have  s 
ready  cracked  the  commerci; 
market  with  their  massive' 
parallel  computers. 


MANY  ARE  CHOOSING 
ANOTHER  WAY  TO  GIVE 


►  Many  workers  have  foiu 
there  is  another  way  lli; 
United  Way.  Employee  conti 
butions  to  other  charities  tli; 
raise  funds  in  the  workpla(' 
have  increased  more  tli;i 
fivefold  in  the  past  10  y^ar 
United  Way  workplace  ihm 
tions,  though  much  larger 
their  totals,  have  risen  at 
slower  pace,  says  a  study  t 
I  lie  National  Committee  f( 
liesponsive  Philanthropy. 

The  group  found  that  wor 
place  contributions  to  altern 
tive  funds  increased  to 
million  in  1992,  from  $56  m 
lion  in  1982.  That  compare 
with  $2.9  billion  for  Unit< 
Way,  up  from  $1.6  billion 
decade  ago.  There  are  164  i 
ternative  funds,  which  speci£ 
ize  in  charities  devoted 
health,  women,  the  arts,  ar 
the  environment. 
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Exploring  the  uses  of  derivatives 
should  he  satisfying,  not  mystifying. 


Derivatives  don't  make  risk  disappear,  but  they  do  make  it  possible 
to  exchange  a  risk  you'd  rather  not  take  for  one  you're  more  willing 
to  accept.  Options,  swaps,  and  other  derivatives  are  quite  simple  in 
essence,  but  since  they're  so  versatile,  evaluating  their  various  uses 
can  be  complex.  That's  especially  true  with  newer  derivatives  linked 
to  commodity  and  equity  indices.  But  it's  not  our  style  to  magnify 
complexity.  Our  success  has  always  been  based  on  hel[)ing  clients 
think  through  every  situation 
fully  and  clearly  Then  we  draw 
on  the  technical  resources  of  our 
global  network  to  design  the  spe- 
cific tactic  that  fits  your  particu- 
lar strategy.  By  taking  the  mystery 
out  ol  derivatives,  we  make  it 
easier  to  take  advantage  of  these 
important  financial  tools.  It's  a 
key  reason  we've  become  a 
leader  in  the  full  range  of  risk 
management  products. 


I  )<Tivulivc,s  may  look  roiilii^iiif;  oti  llic  Mirlyrc,  hut  (heir 
iindcrlyiiii;  lofjic    rorn|(cllin;i  iiiid  clear.  At  J. I!  Morf;a[) 
we  present  all  the  alternati\e>  to  liel[)  o\ir  elieiits  i  Iioom- 
the  (  ((urse  that's  hest  lor  them. 
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3  Extreme  Heat,  Humidity 
ThEM  IhROUGH  The  Press. 


Compaq,  wc  put  our  products  through  some  of  the 
lost  brutal  testing  in  the  industry.  That  way  we  can  be  sure 
tiey'll  withstand  the  toughest  test  of  all:  public  opinion. 

"Compaq  hit  the  mark  with  14  machines  that  combined  low  price 
ith  high  performance  and  a  most-wanted  list  of  features." 

InjoWoM.  June  22,  1W2 

". .  .Compaq  has  slashed  prices  without  compromising  quality." 

PC  \  \tckjunc22.  1992 

"Compaq  Computer  Corporation  has  taken  an  aggressive  pricing 
ance  with  its  new  ProSignia  server  line." 

^  -PC  Week.  October  5,  1992 

"Despite  its  low  price,  the  ProSignia  packs  a  variety  of  features." 

-PC  Week  Octobers,  1992 

"...For  running  Windows  on  the  road,  the  Compaq  LTE  Lite /25c 
clearly  the  best  notebook  yet." 

-PC  Laptop,  October  1992 

"It  is  the  best-looking  color  screen  on  any  notebook,  plain  and  simple." 

-PC  Coniputincj,  August  1992 

"DeskPro/i...  combines  the  traditional  Compaq  virtues  of  strong 
srformance  and  technical  innovation  with  aggressive  pricing." 

PC  Week,  June  22,  1992 

"Make  no  mistake  about  it:  this  is  a  strikingly  encr2;etic  Compaq." 

PC  Week,  June  22,  1992 

"You'd  expect  technical  leadership  from  Compaq,  but  the  Lite/2  5c's 
wessive  price  took  us  completely  by  surprise." 

^  i  r         J     J         r  PC  Computing,  Aucjust  1992 

"Low-cost  ProLinea  offers  solid  quality." 

^  InfoWorU,  October  5,  1992 

"...Compaq  Contura  3/25  notebook  is  part  of  Compaq's  clone- 
sater  strategy  and  packs  an  aggressive  price /performance  punch..." 

-  PC  Moija/we,  August  1992 

"That's  leadership. 


(hn  ulluinic  iwf/i  Intel  cnLihlc\  u\  lo 
iiijpiDtc  on  proicssor  i  ci  hnolnfj  ic\ 

IS  nil    such    djldflit's    (Js   fi/M  /(I 

uptjruilc  urchilCLtiirc\  anil  •.nphisii- 
ClIIcJ  pon  cr-ion\crt  0! nm  Iculincs. 


Loinputj  cnijinccr-i  hdic  alrcuJ\  hccn 
improvinij  our  ncn  ajlorJahlc  PL  •■ 
In  jdct.  the  C().MPAQ_Contuni  l\ 
n  noil  uidiluhlc  iw(/i  a  \upcr  i:n\p, 
pdssiyc-main\  VGA  color  '.crccn. 


PC  Week,  June  22.  1991 


The  difference  between  worldwide  and  worldwise. 


What  difference  does  it  make  thiat  Luftfiansa 
flies  to  more  countries  worldwide  than  any 
other  airline?  Or  that  every  60  seconds  a 
Lufthansa  plane  is  taking  off  for  yet  another  one 
of  our  182  destinations  around  the  world?  The 
point  IS  that,  over  the  years,  every  experience 
with  every  traveler  from  every  corner  of  the 
world  has  helped  us  to  understand  you.  We've 
grown  accustomed  to  differences  in  custom.  All 
the  better  to  help  you  feel  at  home  everywhere. 
And  that  makes  all  the  difference  in  the  world. 


A  passion  for  perfection.' 


Lufthansa 


For  more  information  and  reservations  call  1  ■800-645-3880  or 
see  your  Travel  Agent  Lufthansa  is  a  participant  in  the  ,'nileage 
programs  of  United,  Delta  and  USAir 
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LABOR'S  STRATEGY  WITH  CLINTON: 
FAKE  IT  Stow 


Iter  more  than  a  decade  in  the  wildei-ness,  organized 
W^k  labor  is  looking  across  the  river— and  seeing  a  vista 
^^^that  falls  short  of  the  Promised  Land.  The  election  of 
Ch'ntiin  finally  gives  unions  a  chance  to  make  some  head- 
way on  their  long-lVustrated  legislative  agenda.  But  the  unions' 
trategy  for  dealing  with  a  moderate  Democi'atic  President 
•om  a  right-to- work  state  is  to  take  it  slow.  For  now,  labor 
;aders  have  par-ed  their  wish  list  down  to  the  1)are  essentials. 

At  a  postelection  AFL-CIO  Executive  Council  meeting,  union 
residents  agreed  to  a  I'elatively  modest 
rogi'am  made  up  of  proposals  that  Clinton 
as  endor'sed.  Unions  also  agi^eed  to  funnel 
olicy  and  personnel  ideas  through  the  fed- 
ration.  "We  don't  want  to  be  in  a  posi- 
on  where  hundreds  of  demands  from  our 
ide  are  being  thrown  at  him,  and  nothing 
ets  done,"  says  \FL-CIO  lobbyist  Bill  Cun- 
ingham.  Unions  aren't  pushing  any  candi- 
ate  hard  for  Labor  Secretary,  though  they 
xpect  to  be  consulted  about  the  jol). 
lames  circulating  in  labor  circles  include 
)emocratic  Party  official  Alexis  Herman 
nd  Transportation  Communications  Union 
'ice-President  Jack  F.  Otero. 
OWBALL  PRICE?  Labor  and  Clinton  are  in 
eneral  agreement  on  the  incoming  Ad- 
linistration's  top  priority:  an  economic  re- 
Dvery  program  including  job-creating  infi'a- 
tructure  investment.  Unions  consider 
'linton's  $20  l)illion-a-year  price  too  modest  but  realize  the  def- 
•il  prevents  anything  bigger.  Also  high  on  the  AFL-cio  list  is 
!gislation,  vetoed  by  President  Bush,  mandating  family  leave, 
ilessed  with  overwhelming  Democratic  support,  the  bill  could 
e  the  first  to  hit  Clinton's  desk.  And  unions  support  health- 
are  reform,  though  arguments  loom  over  the  specifics. 

What's  missing?  The  labor-law  issues  that  used  to  dominate 
16  legislative  efforts  of  the  AFL-Cio's— and  drive  business 
razy.  For  now,  miions  are  pushing  only  a  measure  preventing 


McENTEE:  UNIONS  CAN  BE  PATIENT 


employers  from  i)ermanently  replacing  striking  workers. 

Other  efforts  are  on  hold— for  the  time  being.  Unions  are 
l)acking  off  on  a  proposal  to  ban  state  right-to-work  laws. 
Noi-  are  they  pushing  indexing  the  minimum  wage  to  inflation 
or-  l)oosting  penalties  on  employers  who  endanger-  woi-ker 
safety.  Unions  ar-e  even  keeping  a  low  profile  on  the  North 
American  Free  Ti'ade  Agi-eement,  which  Clinton  backs,  though 
labor  will  fight  the  pact  when  it  comes  up  for  approval. 
Lat)oi-'s  reluctance  to  push  its  agenda  right  away  is  tactical. 

They're  so  happy  to  have  a  Democrat  in 
the  White  House  that  they're  willing  to 
cut  him  some  slack.  They  recognize  that 
Clinton  is  trying  to  forge  ties  with  business 
and  that  he  is  chary  of  being  seen  as  too 
liberal.  But  they  also  believe  that  the  Pres- 
ident-elect owes  them.  Labor's  i)olitical  arm 
delivered  60%  of  union  households  for  Clin- 
ton. "I'm  not  naive  enough  to  think  that 
Clinton  will  do  everything  I  want,"  says 
Jack  Sheinkman,  president  of  the  Amalga- 
mated Clothing  &  Textile  Workers  Union, 
"but  I  feel  very  positive  al)out  the  change 
in  climate." 

Public  employee  unions  are  expecting  a 
mor-e  dii-ect  payoff  for  the  early  backing 
they  gave  Clinton  in  the  pr"imaries.  Offi- 
cials of  the  American  Federation  of  State, 
County  &  Municipal  Employees  expect  that 
the  ties  that  Pi-esident  Cerald  W.  McEntee 
foi-ged  with  Clinton  will  pay  off  when  the  White  House  consid- 
ei-s  aid  to  state  and  local  govei-nments,  infrastructure  spend- 
ing, and  the  impact  of  medicaid  spending  on  state  budgets. 
"We'll  have  the  opportunity  to  be  heard,"  says  one  insider. 

After  the  long  Republican  freeze-out,  just  being  heard  is 
welcome  to  labor.  And  to  enjoy  good  relations  with  a  new  oc- 
cupant of  the  White  House,  labor  seems  ready  to  keep  its  de- 
mands pent  up— at  least  for  a  while. 

B;/  Siisd)/  B.  Gurbind 


:APITAL  WRAPUPI 


THE  HOUSE 


0  one  knows  just  what  the  110 
new  members  of  the  House  will 
be  like.  But  their  sheer  numbers  are 
giving  leaders  grief  as  they  try  to 
work  out  committee  assignments  for 
the  103rd  Congress.  Defeats  and  re- 
tirements have  left  many  panels  deci- 
mated. The  powerful  Appropriations 
and  Ways  &  Means  Committees  both 
lost  about  a  third  of  their  members.  In 
the  most  extreme  case,  the  Africa  sulv 
committee  of  Foreign  Affairs  lost  eve- 
ry permanently  assigned  Democrat. 

Filling  Appropriations  and  Ways  & 
Means  slots  will  be  easy,  though  near- 
ly all  will  go  not  to  first-tei-mers  but  to 


experienced  lawmakers  seeking  better 
assignments.  The  House  Steering  & 
Policy  Committee,  which  is  working 
on  assignments,  may  also  recommend 
shrinking  these  megacommittees  a  bit. 
Many  of  the  freshmen  are  making  the 
Steering  &  Policy  Committee's  job  a 
bit  easier  by  requesting  seats  on  such 
traditionally  undesirable  panels  as 
Small  Business  and  Education  &  Labor. 

But  the  Banking  Committee  remains 
a  major  trouble  spot.  Bailouts  and 
scandals  have  given  it  a  reputation  as 
a  high-risk,  low-gain  assignment.  Five 
of  its  seven  subcommittee  chairmen 
retired  or  lost,  and  many  of  its  surviv- 
ing members  are  likely  to  move  on  to 
more  rewarding  committees. 


DIRECTORS 


Vernon  E.  Jordan  Jr.,  chairman  of 
Bill  Clinton's  transition  team,  has 
taken  flak  for  serving  on  11  corporate 
boards.  But  little  notice  has  been  given 
to  the  fact  that  his  wife,  Ann  D.  Jor- 
dan, is  nearly  as  l)usy  a  director.  She's 
on  five  boards:  Primerica,  Johnson  & 
Johnson,  Capital  Cities/ABC,  National 
Health  Laboratoi'ies,  and  Hechinger 
Co.  Her  directoi's'  fees  last  year  could 
have  totaled  $196,000  if  she  attended 
all  meetings,  in  addition  to  her  hus- 
band's potential  fees  of  nearly  $500,000. 
Vernon  Jordan  has  taken  leave  from 
the  boai'ds  and  from  his  law  firm. 
Akin,  Gump,  Hauer  &  Feld. 


SHINGTON  OUTLOOK 
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You  see  your  priorities  clearly.  Both 
personal  and  financial. 

You  carry  the  Optima"  "  Card.  You  count  on 
the  American  Express  tradition  of  service 
to  be  there  for  you. 

You  appreciate  the  individual  way  your 
interest  rate,  currently  a  low  14.25%  for 
purchases;"  reflects  the  responsible  way 
you  manage  your  account. 

And  you  can  get  an  even  lower  rate, 
currently  12%  for  purchases;  simply  by 
charging  $  1,000  or  more  in  a  year  and 
paying  your  bills  in  a  timely  manner. 

So,  when  you  want  the  option  to  extend 
payment  with  a  real  advantage,  you 
choose  the  Optima  Card. 


You  Know  What  You're  Doing.'" 


of  tenure  on  their  American  Express  and  Opiima  Card  accounts  who  spent  ai  least  $1,000  on  the  Optima  Card  during  the  review  period  qualify  for  an  APR  that's  currently  12  00%  lor  purchases  (16  90%  for  cash  advances 
alfee  for  the  Optima  Card  is  $15  ($25  for  non-American  Express*  Cardmembers)  For  more  information  or  lo  apply  call  1 -800-0PTIMA-6.  &  1992  American  Express  Centurion  Bank 
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nternational  Business 


IRELAND  I 


DOUBTS  ABOUT  CPA'S  FUTURE 
MAY  BE  MORE  THAN  BLARNEY 

Media  hysteria,  says  the  high-fi\ing  aircraft-leasing  company.  But  the  bankers  ai'e  getting  anxious 


It  was  only  six  months  ago  when  GPA 
Group  PLC's  top  managers  saw  a  pot 
of  gold  at  the  end  of  the  rainbow. 
The  Shannon  (Ireland)  upstarts,  led  by 
founder  and  Chairman  Tony  Ryan,  had 
used  financial  ingenuity  and  a  little  Irish 
luck  to  claw  theu-  way  to  the  top  of  a 
fiercely  competitive  industry,  building 
the  world's  biggest  aircraft-leasing  con- 
cern. If  their  worldwide  initial  public  of- 
fering had  gone  as  planned  in  -June,  a 
company  that  started  with  a  S50.000  loan 
17  years  ago  would  be  worth  63  billion. 
And  they  would  all  be  millionaires. 

Things  didn't  turn  out  that  way.  In- 
stead, the  IPO  flopped,  victim  of  a  decline 
in  world  air  traffic,  a  rising  number  of 
airline  mergers  and  bankruptcies,  and  a 
looming  glut  of  planes.  Now,  GP.^  is 
fighting  for  it.«  life.  It  needs  billion 


to  meet  annual  debt  repayments  and 
.§2.7  billion  more  to  pay  for  aircraft  or- 
ders coming  due  this  year  and  next. 

The  situation  is  coming  to  a  head.  On 
Nov.  23,  some  100  bankers  holding  S3 
billion  in  GFA  loans  will  gather  in  London 
to  decide  the  company's  fate.  One  Lon- 
don banker  familiar  with  GPa's  condition 
says  that  unless  it  negotiates  more  fa- 
vorable deals  with  aircraft  manufactur- 
ers and  persuades  its  banks  to  post|30ne 
S900  million  in  principal  repayments  over 
the  next  uvo  years,  "the  company's  fu- 
ture is  in  grave  doubt." 
MONEYBAGS?  Sheer  nonsense,  says  GP.A.. 
Deputy  Chairman  Maurice  A.  Foley 
blames  "erroneous  reports  in  the  media" 
for  CPAS  inability  to  obtain  financing. 
GPA  insists  its  leasing  operations,  which 
account  for  half  the  company's  income. 


are  still  making  money.  Furthermon 
GPA  says  it  has  S670  million  in  cash  an 
about  S350  million  in  annual  lease  rev( 
nue.  But  chief  strategist  Ken  Holde 
concedes  that  "the  core  of  our  problei 
is  finding  the  funds  to  pay  for  airplan€ 
on  order  over  the  next  t\vo  years."' 

It's  an  ignoble  position  for  a  highflie 
whose  innovative  financing  scheme 
changed  the  face  of  the  aircraft  indu; 
try.  By  providing  leases,  pilots,  an 
maintenance,  GPA  provided  one-sto 
shopping  to  fledgling  carriers  in  sue 
Third  World  countries  as  China,  Indi; 
and  Mexico.  They  could  acquu-e  moder 
aircraft  in  months  rather  than  the  yeai 
it  once  took  with  conventional  financinj 

By  the  mid-1980s,  Ryan's  compan 
had  won  massive  cash  infusions  froi 
private  holders   Air  Canada.  Gener; 


GPA'S  FAST  AND  BUMPY  FLIGHT 


1975  Irishman  Tony 
Ryan  borrows  $50,000 
to  start  GPA  as  a  broker 
of  used  planes 

1985  Assets  reach 
$400  million,  after  GPA 
attracts  such  big-name 
investors  as  General 
Electric  Capitol  and  Pru- 
dential l^jprance 


1986  High-growth 
strategy  calls  for  $4  bil- 
lion in  assets  and  owner- 
ship of  300  planes  in  five 
years 

1988  Orders  70  Boeing 
aircraft.  Citicorp  and 
1  1  other  banks 
finance  SI. 5  billion  of 
the  de^^J 


1989  On  o  spreel 

orders  308  aircrof 
$17  billion 

1990  Prolonged  ( 
turn  hits  civil  aviat 
industry 

1992  GPA  plant 
$1  billion  global  ir 
public  offering  is  c 
celed  in  June  whei 
investors  fail  to  go 
Syndicate  of  100 
agrees  to  meet  Nc 
to  decide  GPA's  f( 
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lectric  Capital,  Frudt'ntial  Insurance, 
nd  several  Japanese  banks,  and  it 
aasted  assets  of  $400  million.  The  com- 
any  fjrew  even  faster  after  Ryan 
ranched  out  from  lease  financinfj  into 
?llin^  preleased  aircraft  to  private  in- 
jstors.  In  the  fiscal  year  ending  last 
;ar.  31,  CPA  showed  record  profits  of 
million  from  a  fleet  of  442  aircraft 
ased  to  109  airlines  in  48  countries. 
But  there  were  already  warning  sig- 
ils.  The  recession  in  the  world  airline 
dustry  threatened  CPA's  success  for- 
ula.  The  very  nature  of  its  business — 
•dering  aircraft  on  spec  to  get  a  dis- 
)unt  and  then  selling  planes  at  full 
arket  value — was  giving  potential  in- 
jslors  the  willies.  And  some  of  CPA's 
istomers,  including  bankrupt  America 
'est  Airlines  Inc.,  were  on  the  rocks. 
IG  FLACK  ATTACK.  These  uncertainties 
)omed  CPA's  plan  for  an  IPO.  And  the 
)ubts  raised  when  the  IPO  bombed 
aickly  infected  CPA's  lenders.  To  re- 
)up,  company  officials  are  aiming  a 
jblic-relations  blitz  at  bankers,  suppli- 
•s,  and  the  financial  press,  insisting 
lat  the  business  is  sound.  CPA  says  that 
September,  it  leased  a  record  40  air- 
craft. It  has  only  6  un- 


leased  planes,  down  from  14  in  June. 
And  CPA  even  appears  to  have  taken  the 
recent  collapse  of  Brazilian  airline  VASP 
in  stride.  Of  13  planes  that  CPA  will  re- 
possess, six  are  committed. 

But  brushfires  keep  breaking  out.  The 
company  recently  shelved  plans  to  raise 
$350  million  in  additional  equity  funds 
from  large  shareholders  such  as  Aer 
Lingus  and  Air  Canada,  themselves  fi- 
nancially ailing.  CPA  also  canceled  plans 
to  raise  $750  million  through  the  sale  of 
debt  securities  backed  by  18  aircraft. 
And  credit-rating  agencies  have  down- 
graded CPA's  debt  to  speculative  levels. 

The  financial  uncertainty  has  holders 
of  CPA  securities  and  debt  looking  for  an 
escape  hatch.  Steven  F.  Udvar-Hazy, 
chief  executive  of  rival  International 
Lease  Finance  Corp.,  says  he  has  been 
"inundated"  with  offers  by  investors 
who  are  desperate  to  unload  CPA  paper. 
CPA's  publicly  traded  bonds  now  sell  for 
65$  on  the  dollar,  vs.  95^  just  a  few 
months  ago. 

There's  an  element  of  personal  resent- 
ment operating,  too.  Bad  feelings  still 
fester  between  CPA  and  the  investment 
community  in  London  and  New  York 
over  the  IPO  bust.  Ryan  apparently  dis- 
played such  temper,  says  one  banker, 
that  "we  thought  he  was  going  to  get 
physical."  Other  bankers 


BANKRUPT 
AMERICA  WEST 
IS  A  GPA 
CUSTOMER 


Tony  Ryan  is  not  a 
cuddly  personality,' 
says  a  close  adviser. 
'Successful  entrepre- 
neurs rarely  are' 


say  CI 'A  stepped  on  too  many  toes  in  the 
past.  A  corporate-finance  expert  in  a  ma- 
jor London  bank  says  he  took  a  financ- 
ing idea  to  CPA  two  years  ago,  only  to 
find  out  a  month  later  that  CPA  had  tak- 
en the  idea  as  its  own.  Says  Deputy 
Chairman  Foley:  "If  that's  what  people 
say,  that's  what  they  say."  One  of 
Ryan's  closest  advisers  admits:  "Tony 
Ryan  is  not  a  cuddly  personality.  Suc- 
cessful entrepreneurs  rarely  are." 
IN  A  TAILSPIN.  The  turbulence  rocking 
the  company  is  making  a  lot  of  people 
airsick.  The  syndicate  of  100  banks  is 
well-secured  with  planes,  but  numerous 
corporate  shareholders  and  unsecured 
creditors  aren't  protected.  And  because 
CPA  has  commitments  or  options  on  107f 
of  worldwide  commercial-aircraft  pro- 
duction, the  shock  waves  if  CPA  sought 
refuge  in  the  courts  would  hit  all  the 
manufacturers — Boeing,  Airbus,  and 
McDonnell  Douglas.  "It  doesn't  do  any- 
body any  good  to  have  extra  airplanes 
sitting  on  the  ground,"  says  Ernest 
"Tex"  Bouillon,  a  former  Boeing  Co.  ex- 
ecutive who  now  heads  aircraft  lessor 
Boullion  Aviation  Services.  A  chain  reac- 
tion would  also  hit  like  a  ton  of  bricks  in 
Japan,  where  one-third  of  CPA's  bank 
debt  is  held. 

Sources  close  to  the  negotiations  say 
the  prospect  of  a  major  meltdown  has 
some  bankers  leaning  toward  a  post- 
ponement of  principal  payments.  But 
others  are  playing  hardball  by  asking 
CPA  to  cancel  additional  aircraft  orders. 
Says  one  Japanese  banker:  "They'll  get 
no  new  money  from  us.  I  recommend 
they  cancel  the  aircraft  that  can  be 
canceled." 

And  that's  a  word  that  makes  CPA 
officials  choke.  Pressured  by  bankers, 
they  have  already  reluctantly  walked 
away  from  a  few  orders,  but  mostly 
they've  stretched  out  their  delivery 
schedule.  To  cancel  more,  CPA  might  en- 
danger $850  million  in  downpayments. 
Even  worse,  Boeing  Executive  Vice- 
President  Richard  R.  Albrecht  says  that 
"under  certain  circumstances"  CPA  could 
lose  the  volume  discounts  of  up  to  309? 
that  are  key  to  (;pa's  future  profits  and 
growth. 

That  presents  (;PA  with  a  conundrum: 
Unless  it  further  reduces  its  order  book, 
it  can't  get  financing  for  new  aircraft. 
But  without  new  aircraft,  CPA  will 
shrink.  Facing  this  predicament,  CPA's 
executives  will  soon  cram  into  a  room 
with  bankers  to  negotiate  their  fate.  If 
the  banks  agree  to  give  the  company 
breathing  room,  it  would  have  several 
months  to  complete  the  restructuring, 
but  CPA  would  emerge  much  smaller. 
Could  it  be  that  the  pot  at  the  end  of  the 
rainbow  is  sometimes  filled  with  fool's 
gold? 

By  Paula  Dwyer  in  London,  with  Dori 
Jones  Yang  in  Seattle  and  bureau  reports 
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hitematkMiaimisin^ 


JAPAN  I 


HOW  DO  YOU  SAY 

'SCOOPED  AGAIN'  IN  JAPANESE? 


Stock  Exrhai^ 

^  No  fofe^  press  allowed  in  tbeNew^)^)erPi]bEshers&E(fitor5Assa,  a 
leqpnrement  for  iiieiiiba^i9  at  iiK^Jjqiaiiese  press 

►  AP  and  Reuteis  are  tlieanlrforeigDmendiersftftbe  Foreign 
Chib.  the  onhr  press  groiq>  to  adnnt  ainr  foreigners 

>  The  fcxeign  press  is  barred  finommanf- background  bri^ngsa^ 
mmistnes 


I 


bvAt*.  J«:-!i2.:hii:  SLSja^iirg.  a  r^-porEer  f  :r 
B^;•:^:c•^^^  FisiJioial  Markers,  a  Xe^" 
Y: r-;-ra;ed  eiectro:::c  r.evrs  service, 
sskei  i:  r.e  iy^Bhi  kave  a  eviiV.  Iiiiteaii. 

■i  reprlniar.-i  rrC'Ei  an  ex- 
.ce  C'ff:jia2  :or  no:  'srafdng-  his  i::m 
and  found  ni:::s.eLi  siiddenh"  surrO'iinded 
fc'V  15  or  3/  anrrj"  Japanese  rev'jrzers. 
"iz  was  iike  a  b>encn-jiearing  &z  a  base- 


baE  game. 


he  re-JtaiLs. 
Vl:r^d.  Bio-c^mb-erg.  ihe  news  service's 
fotinier.  w-oiajid  have  been  pK'ud-  He  ss 
r'^^shinc  his  Tokvo  sib^z  lo  keep  sdrring 
tro-bie  in  iheir  Sgiit  against  Jajisn's 
'Cartei-iike  '"-ri^hii  clubs."  Anything-  bu: 


s;o:a..  :::esc  c:nur:.  ;ress  aovess 

a:  major  pablk  and  private  insditriioiLs 
and  generaliv  eccciude  foreign  jnember^. 
TnC'se  piracoces  are  a  ihreat  lo  Bk<om- 
:erg  s  c-;>ttun:  jz:e. 

In  the  hvptreompetiLive  financial  mire 
b -.IS  in  ess.  every  second  couees.  Biwm- 
b»erg"s  ojnspany.  22.«i»i«i»  teoninais 

&r-yjs.-i  the  worI«i  or-m-jeces  against  the 
Ekes  of  Reaters  Ltd.. 'with  SrLm.  la 
that  tight.  .Japan  ine-"s  obtstacEes  to  Eews 
gathering  by  foreigners  are  a  barrier  to 
o-ade  in  servioes — a  key  issue  in  negotia- 
tions fpovTi  the  Uruguay  Roiutd  to  Xordi 
.Imeri'Can  free-trade  taiks.  If  ti*ie  prx>b- 
iem  is  not  ease<:  soon,  it  coiiid  ~<jini  up 
in  U- S.-Jatanese  trade  discussions  as 
weE. 

Be-rfei-up  foreign  wires  are  now  yi-rr.- 


p«eting  against  .Jaf«aaese  services  s . 
Quick  Corp..  -PF'-owiied  by  fL^.;-.- 
ly  Xmofs  Kezai  Skimbun..  ? 
sees  Mmself  at  "a  dis-;- .  ■  _ 
Quick.   "We  aod  other 
news  organizations  are  n.t  i;.;.-ung 
any  more  access  thai!  -Jaranese  have  i 
our  couEtry."  he  says.  7 
ministries  and  press  ck  :_  -  : . 
his  djnspiaiiy  has  enlisted  heip  fr»jn;  Ke' 
in  HonaE.  chief  of  the  U.S.  entb^assy 
trade  unit  m  Tokyo. 

There  are  some  signs  of  openin^--  ~' 
kssha  dab  at  the  Foreign  .Affairs  i-.' 
try  voted  on  Nov.  lio  to  admit  the  .A^; 
ated  Pre&s  and  Britaiii's  Reitters  a 
isembers.  Toe  Finance  Ministry  is 
ing  many  of  its  off-the-rect>rd  br.-. :  _ 
to  foreign  wires.  Bur  at  the  BaiLi  < 
Japan,  although  foreign  reporters  a? 
tarred  from  few  press  events, 
members  stili  h^ave  the  advacta^'T 
t«adges  tiiat  aBow  them  to  prowi 
bank  to  talk  with  officiais. 

Xor  is  Japanese  access  in  the  U 
flawless.  The  U.S.  Treasury  re"^  -' 
tamed  dc'wn  requests  frttm  Jiji  \ 
and  Ky<xio  Xews  Service  for  desks  _  .i 
eramt^d  press  room.  At  many  U.  | 
agencies,  some  briefings  ■ "  "    ■  - 
jacials.  are  ignoited  to  a  hi:. 
media.  Hiroshi  Ogino  of  To^yo  -iaij 
Asr.hi  Skimbun  says  while  h-  "  v.;  I 
New  York,  he  h^ad  endless  pr: "  -    -  . 
ting  ma»r  o:<mj«an!i«es  to  fax 
re.-ases. 

In  Japan,  a  eaieh-22  stiil  p? 
■.--::ts  any  rapid  removal  of  barriei 
Most  of  the  press  clut»5  insist  that  mei 
bers  must  first  ;<>in  the  Japan  Xewsp 
per  Publishers  &:  Diiiors  Assn.  «NT'E_i . 
which  currently  bars  foreign  media.  T 
F  ;-reign  3ilinistzy  kss/sa  dub.  to  admit . 
and  Reuters,  had  to  atolish  this  requi 
ment.  Now  major  foreign  wires.,  inck 
ing  Af^Dc'W  Jones.  Knight-Ridder  Fins 
cial  News,  and  Reuters  are  talking  w: 
the  v?E.i  while  c->:>ntinuing  efforts  : :  '  " 
key  ciubs. 

At  the  Tokyo  Stock  Excl'saiige. 
while,  the  kisha  club  has  threate:.- 
revoke  BI'»mt*erg"s  "otitseri-er" 
for  breaking  ranks.  For  now.  Bk<:: 
reporters  are  waiting  for  relea- 
gc>  into  the  boxes  of  memt^rs 
Bi-:-:>mt"erg's  Tokyo  bureau  chief,  i 
Butts,  savs  AsG/is  's  Ogino.  wh 
holds  the  rotating  presi"iency  of  t: 
chiange's  press  club,  explained  it.-/ 
group  has  a  responsibility  to  ensur- 
dLscl<>SGre.  Butts's  translati<?n  ■:: 
message:  "We  have  a  cartel  that 
trots  infonnati»:«n.  and  we  don't  wan' 
S&sures  to  ap»pear  in  the  system."  f 
trade  negotiators  may  see  that 
straint  of  trade. 

Bst  Lsrry  Hoi^x  in  Tm:^.  triik 


I 


ll>jniBa:4A.iiTON/;w 


71 


A  faac  tKat  takes  five 
minutes  to  travel  2000  miles 
sliouUn  t  take  an  nour  to 
6et  to  your  room. 


en  a  fax  arrives 


for 


»         U       U        3        »        *>  O 


you  at  Westin,  it  won't 


gather  dust  at  the  front 


get  it 


high  h 


evel  of  service  you 


can  expect  from  everyone  you  do  business  with  at  Westin.  It's  all  part  of  our 


Lou 
can  count 
on  We,itin  for 
quick  check-in, 
e.xprcut  check-out  and 
prompt,  reliabli 
room  Mrvice  24 
hoard  a 
day. 


commitment  to 


continuous  improvement.  We're 


J* 


constantly  looking  for  new  ways  to  eliminate  hassles 


ma 


ke  th 


ings  easier 


for 


you. 


Fo 


r  reser- 


Westin 

vations,  call  your  travel  consultant  or  (800)  228-3000.       hotels 8. Resorts 


Westin  Hotels  &  Resorts  use  MCI  Vnet^a  virtual  private  network,  for  their  internal  communications.  c 

<  C 

•WINNIPKO      WASHINt;  I  ON,  1_>,C       VITORIA      VANCOUVER     VAIL     TU1,SA     TUCSON     TORONTO     TCJKYO     TIKAL     TAIWAN     SINtiAPORE     SHANGHAI      SEOUL  SEATTLE" 


ADOPTED  WORLDWIDE  AS  A  REFERENCE 
WHEN  MEASURING  CAR  SAFETY. 


At  BMW  we  believe  the  more  you  can  trust  a  car, 
the  more  you'll  enjoy  it. 

Which  is  why  we  go  out  of  our 
way  to  ensure,  through  innovative 
engineering  and  comprehensive 
testing,  that  BMW  provides  a  stand- 
ard of  safety  to  which  the  whole 
industry  can  refer. 

Each  and  every  BMW  is  equipped  with  ad- 
vanced safety  features  designed  not  only  to  help 
the  car  better  sustain  a  frontal  impact,  but  more  im- 
portantly, to  help  drivers  avoid  accidents  altogether. 


Preventing  collisions  is  the  idea  behind  a 
number  of  "active  safety"  systems. 

These  include  suspension  sys 
f  i^^l  tems  engineered  for  greater  stability 
and  handling  in  emergency  situatioii. 
Anti-lock  braking  systems.  Ergonom 
ically  designed  seats  to  keep  you  co 
fortable  and  alert  at  all  times.  And  a 
instrument  panel  that's  clearly  arranged  and 
within  easy  reach. 

In  case  of  an  unavoidable  frontal  impact  ac 
cident,  however,  a  BMW  is  ready  with  a  variety  ( 


NO  WONDER. 


assive  safety"  systems  to  minimise  damage 
id  injury. 

An  extremely  rigid  passenger  compartment 
ts  as  a  protective  safety  cell.  Carefully  engineered 
'umple  zones;' including  hydraulic  bumpers  and 
ash  tubes,  provide  controlled  deformation. There's 
50  a  driver's  side  airbag,  and  upon  impact  the 
)ors  automatically  unlock  to  assist  occupants  in 
cape  or  rescue. 

All  of  which  is  designed  not  only  to  protect 
u,  but  to  inspire  you.  Because  inherent  in  the 
/  of  driving  is  the  joy  of  feeling  secure. 


And  in  the  final  analysis,  the  pleasure  you 
derive  from  a  car  is  perhaps  the  most  important 
measure  of  all. 


THE  ULTIMATE  DRIVING  MACHINE. 


nternational  Outloo 


WILL  CHINA'S  ECONOMIC  BOSS 
BE  DENG'S  SUCCESSOR? 


EDITED  BY  STANLEY  REEC 


It  has  been  a  ><reat  year  for  the  West's  favorite  Chinese 
leader.  In  October,  Zhu  Rongji,  China's  economic  czar, 
was  elevated  to  the  politburo.  The  promotion  was  a  reward 
for  Zhu's  key  role  in  engineering  China's  epoch-making  shift,  to- 
ward a  market  economy.  It  may  also  tip  Zhu  as  Deng  Xiao- 
ping's  choice  to  take  the  helm  once  the  aging  patriarch  dies. 

As  if  Zhu  (lid  not  ah'eady  have  a  fat  portfolio,  he  now  is  en- 
tering the  swirling  dispute  between  Britain  and  China  over 
how  much  democracy  should  be  permitted  in  Hong  Kong. 
On  a  whirlwind  investment-promotion  visit  to  London  in  mid- 
November,  Zhu  slammed  Hong  Kong 
Govei'nor  Chins  Patten's  proposals  for 
lil)eralizing  the  colony's  political  sys- 
tem and  hinted  that  the  controversy 
could  derail  the  arrangements  for  an 
orderly  Chinese  takeover  of  the  colo- 
ny in  1997.  "No  one  should  expect 
confrontation  to  force  us  into  conces- 
sions," Zhu  said. 

The  comments  sobered  Zhu's  Brit- 
ish hosts  and  rocked  the  Hong  Kong 
stock  market  because  the  affable, 
English-speaking  vice-premier  is  con- 
sidered the  most  liberal  and  pro- 
Western  of  China's  mandarins.  But  by  putting  Zhu  on  the 
Hong  Kong  case,  Beijing  could  also  be  signaling  its  interest  in 
a  deal.  Indeed,  in  private  meetings,  British  officials  were 
careful  not  to  alienate  Zhu.  "He's  one  of  the  good  guys,"  says 
an  aide  to  Prime  Minister  John  Major.  "He  may  be  on  our 
side." 

HE  DELIVERS.  Zhu  is  as  cjualified  as  anyone  to  find  a  way  out  of 
the  Hong  Kong  mess.  He  has  made  a  career  of  walking  a  fine 
line  between  getting  things  done  and  getting  into  trouble. 
Westerners  doing  business  in  China  respect  him  as  a  can-do 
troubleshooter.  The  Beijing  elite  keeps  promoting  him  be- 
cause he  has  delivered  the  economic  goods. 

As  mayor  of  Shanghai  in  the  late  1980s,  Zhu  helped  revive 
the  run-down  city  by  attracting  foi'eign  investor's,  stalling  a 


ZHU  WITH  MAJOR:  TOUGH  TALK  ON  HONG  KONG 


stock  market,  and  creating  the  massive  Pudong  investmenl 
zone.  His  advisory  council  of  top  Western  Ixisinessmen,  co 
founded  by  Maurice  R.  Greenberg,  chief  e.xecutive  of  New 
York-based  insurance  giant  American  International  Grou{ 
Inc.,  helped  spur  interest  in  China's  former  financial  center 
Zhu  has  been  willing  to  intervene  on  behalf  of  Western  com 
panies— a  rare  trait  among  Chinese  bureaucrats.  "If  foreign  in 
vestors  had  a  complaint,  he  would  track  it  down— and  chew 
people  out,"  says  Jerome  A.  Cohen,  a  Beijing-based  lawyer  foi 
Paul,  Weiss,  Rifkind,  Whai-ton  &  Garrison. 

CLEAN  HANDS.  While  charming  to  vis 
itors,  Zhu,  63,  rides  his  own  staf 
hard.  He  is  outspoken  against  bu 
reaucratic  delay  and  even  the  ap 
pear-ance  of  corruption.  Chinese  man 
agers  don't  dare  smoke  in  hi: 
presence  because  he  says  they  don' 
make  enough  money  to  be  able  t( 
afford  cigarettes. 

But  Chinese  respect  Zhu  for  keep 
ing  his  hands  clean  during  the  Tia 
nanmen  Square  crackdown  of  1989 
As  Shanghai's  mayor,  he  took  to  th( 
airwaves  to  urge  calm  and  managec 
to  keep  the  troops  out  of  the  city. 

But  it  was  Zhu's  talents  for  spurring  economic  gi'owth  tha 
caught  Deng  Xiaoping's  eye.  The  frail  power  broker  was  be 
hind  Zhu's  promotion  to  the  top  economic  post  in  1991.  The  lo 
cal  press  has  quoted  Deng  praising  Zhu  as  one  of  the  few  ot 
ficials  "who  really  understands  how  the  economy  works." 

How  far  will  Zhu's  meteoric  rise  take  him?  He  would  b( 
well-positioned  for  the  post-Deng  power  struggle  if,  as  som( 
speculate,  Deng  makes  him  premier  next  year.  Of  course 
Zhu's  fortunes  are  tied  to  economic  performance.  But  it  cer 
tainly  wouldn't  hurt  if  he  could  pull  off  a  diplomatic  coup  ii 
Hong  Kong. 

Bfj  Joi/ce  Bai-natliun  in  Hong  Kong,  with  Lynne  Curry  in  Bei 
jing  and  Richard  A.  Melcher  in  Londmi 


GLOBAL  WRAPUP I 


BRITAIN 


Irish  Republican  Army  attacks  are 
making  insurers  leery  of  covering 
London  office  buildings.  The  Associa- 
tion of  British  Insurers  is  urging  its 
members  to  drop  all  but  modest  ter- 
rorist coverage  as  of  Jan.  1.  Insurers 
were  alarmed  by  the  discovery  of  a 
huge  bomb  in  the  heart  of  the  Canary 
Wharf  complex  on  Nov.  1.5.  Disarmed 
by  police,'  the  device  could  have 
wreaked  enormous  damage  on  the  of- 
fice buildings.  Insurei's  say  they  face  a 
payout  as  high  as  $1.4  billion  from  an 
IRA  bombing  in  the  City  of  London  last 
April.  Scores  of  anxious  companies, 
from  Imperial  Chemical  Industries  PLC 


to  Ciuinness  PLC,  now  plan  to  lobby 
the  government  for  a  state-run  insur- 
ance plan  similar  to  one  that  is  pro- 
vided for  those  doing  business  in 
Northern  Ireland. 

BRAZIL  

The  resignation  of  the  chief  of  the 
state  oil  giant  Petrobras  is  raising 
doubts  about  new  President  Itamai' 
Augusto  Cartiero  Franco's  commitment 
to  free-market  reforms.  Franco  is  con- 
tinuing some  reforms  l)egim  by  his  dis- 
graced pi'edecessor,  Fernando  Collor 
de  Mello,  but  Petrobras  head  Benedic- 
to  Moreira  quit  on  Nov.  16  to  protest 
Franco's  delays  in  approving  hikes  in 
Petrobras  fuel  prices  to  keep  pace  with 


26%  monthly  inflation.  Petrobi'as  is  los- 
ing $10  million  per  day,  the  departing 
Moreii'a  warned. 

UKRAINE  

In  a  risky  first  .step  toward  issuing  its 
own  currency,  the  country  has 
lianned  the  use  of  Russian  rubles.  All 
transactions  must  now  be  in  Ukrainian 
coupons,  which  have  been  in  use  since 
January.  Both  Ukrainian  and  foi-eign 
companies  are  dismayed  by  the  move. 
The  coupons,  which  sell  for  1.45  I'ubles 
at  the  Ukrainian  central  bank,  are  not 
freely  convertible  to  foreign  currency. 
And  executives  woiTy  about  how  they 
are  going  to  get  rubles  to  buy  needed 
supplies  from  Russia. 
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If youte  looking 
for  a  computer 
that  will  grow 
withyour  needs, 
there  are  basically 
only  two  ways 
you  can  go. 


The  hard  way 


\dd  networking 
c;ird,  reconfigure 
)our  system.  Hi 

\biirf  jilfUDul  sc)i<l 
c  mad  III  iilhcr 

you  may  ban-  In  aiU a  ami  This  maiiix }ioi>ifi  /hniiit^li  Iht'  Imiii.  ledinus 
process  nfivamfyiimif;  war  system  On  a  Mac.  nu  iks/IiIkl;  in  a  cable 

I  pgriule  )()ur  memor),  reconfigure  your  system, 

iiicmiirx  In  a  Mac.  and il  n'Ltiiilii^uix's  ilsclj  accun/ini^ly 
Hill  add  memory  lo  a  I'i'.  and  xoii  II  almosi  alums  bare  lo 
run  a  seliifi  firiisiram  lo  confif^iire  Ibe  iieii  memor]  ■  or  lln  ■ 
iiim/mler  ii  oni  knoir  irbal  to  do  iiilh  it 


Add  ttindoftji.  I)u\  a  new  PC.  .ilo.^l  I'l  .n  ,  - 

iirren  I  desi'^ned lor  ;.iralihical  comjialinii  .So  //  yon  iiant  lo 
run  Wmdniis  you  may  have  to  hay  a  new  comjuiter  Why 
not  consider  a  Macintosh  and  ai  iiid  all  Ibe/irnlili  ■in  n 
on  Ibis lia;j,e joreivr' 


Bu\  a  mouse, 
reconfigure 
sour  system. 

//  your  system 
doesnt  lome  II  lib  a 
mouse,  you  II II  ant  one 
Hut  just  he/ire/iared  lo  install  and 
con/i.iiiire  a  sjiecuil  soflnare  dm  er 
IXo  need  intb  a  .\lac  -  you  just 
jiliiii  It  in  I 


lurd 

niie  II///)  (/ ,!/(/( ,  i 


Play  and  record 
sounds,  reconfigure  your 

system,  llultiniedia 
liromises  to  he  the  lulure 
III  comliulin;.!  Hut  mo.\l 
I't.s  iireiit  ready  lor  it  So 
il  you  Irani  In  irork  irilb 

sound,  it  II  cost  you 
lime  and  trouhle  -  not 
lo  mention  money 
On  a  .Uiic.  sound  IS 
hiiill  in 


iM  tor  tielp. 
writeaclieck.  Ibeiris  one 
•I  ay  lo  e.\'/)iind u  coiiipliculeil  I'l.  hire 
."iihiKiil.  else  to  do  II  lor  you  Orer  time  ol  loiirse 
that  Kin  mild  iiji  lostin^  you  more  than  the  I'l  " 


Add  peripherals,  reconfig- 
ure your  system  for  eacli 
one.  Waniliiadila  CU-ROM 
or  hard  disk  drii  e^  Then  lire- 
Imre  to  sjieiid  bniirs  inslallini; 
■s  and editin:;  liles   lor  einb 
to  seren periliberals  liysiiii/ilv 


pluil'^ini;  them  in  and  clii  him;  a  liiiltoii  or  tiro 


Add  printer,  adjust  DIP 
switcties.  Iloiikiii'i  up  a 
printer  seems  ea.sy,  I  ntil 
you  set  your  1)11' ■sirilcbes 
install  your  dm  er  locale 
your  Windiiirs  diskettes, 
make  an  error  and  start 
all  orera:.iain 


Add  almost  anything,  reconfigure  your  system.  Ey/iaiidini^ 
your  I'Cs  cajiahilities  can  he  amazniiily  Iriislralin^  but  a  Macinli 
easily  ad) u.sts  to  irhulei  er  extra  del  ice  you  add  lo  it 


Ctiange  monitors, 
reconfigure  your 
system.  neir 
monitor  and  you  II 
bare  III  reconll^iiiire 
your  entire. s-ystem  - 
or  your  monitor 
could  look  like  Ibis 
one  .'\  .\ltu  rao.i; 
nizes  a  neir  monitor 
and luliusts  to  it 
aiilomatu  ally 


Wlioops!  When  loii  add Mimelbiii!^  to  an 
iirdinan  I'l.'.  you  may  bare  to  reconjr^iire 

your  system  a  process  iil  bardivare  ami 
sollirare  adiiislmeiits  irhicb  can  he  complex 

tedious,  and  take  up  hours  oj your  lime 


E\p:md  your  P(;,  take  two  iispirin.  ii.ei itahly,  yoiill 
Irani  to  e.ypami  your  lompiiter  s  Lapuhililies  hy  addlilji 

extra  deuces  The  nmre  instructions  you  shij!.  Ihrouuh 
andsii  ikhes  you  pddle  iritb,  Ibe  more  time  it  irill  lake 
\iid  Ibe  more  pain  relierer  ynull  need 


Manual  labor,  \oltiriire  like  Windniis  purporti 
lo  make  thm^is  easier  Hut  Ibe  reality  is  you  II  sli 
spend  hours  readini;  manuals  just  lo  make  it  a- 
irork  lime  you  could  spend  dniNi;  more  iiselo 
thiir^s  iritb  your  com/iuler 


i  )n  a  t\pical  even  adding  a  simple  hard  disk  can  be  extraordinarily  complicated.  You'll  probabK  have  to  "reconhgure"  your  ,s\'stem-the  tii? 
consuming  process  of  telling  your  computer  what  pieces  you've  added.  You  may  have  to  edit  comple.x  (CONFIG.SYS  and  SYSTHM.INI  files,  ii  r  r 
special  device  drivers  and  Hddle  mlh     switches.  And,  of  course,  building  even  a  bcisic  network  is  extremely  difficult- what  with  installi^ 


The  easy  way 


Macintosh  i\  desii^ui'd  la  mukc  il  ai^  i '  In 
liroii'  .Wiiivrkin;^  mid smiiiil siijilxirl  are 
idmiily  hiiill  m.  Hik'-sharnv^  mid  miilli- 
iiiedlii  CiljHihililws  (ire  slmidiird  Sn  is  ■m/i- 
/inii  lor  II/}  Id  scrcii  /icnfihenils  II  hu  h 
iiiciiiis  villi  cmi  add ercrylhiii:j^  van  w  mi 
Ihc  itlhvr [iiiy,i'  lo  Ihis  Miiciiilosh  llr.x  iiilhniil 
iisiii;^  ii/i  (I  siiifilc  I'.x/imisioii  sliil  Leiii  iii;^ 
riioiii  jiiy  Ihiiii^s  like  mi  iiixi'lmitiir  card  iiii 
Hlheriid  or  Vik'ii  h'lim  ami  nr  a/her  airdi 
Ihiil  (illiiii  villi  III  ciislniiirA'  II  Mia  far  hi'^h- 
/leiinriiiiiikc  or  s/ieciiih:ci/ Itish: 


irds  and  networking  software.  An  Apple  Macintosh,  on  tiie  otlier  liaiul,  knows  wlien  you've  added  a  hard  drive.  Installing  a  CD-ROM 
ive  or  seamier  is  a  matter  of  plugging  in  a  cable  and  clicking  a  couple  of  buttons.  Even  installing  a  network  requires  nothing  more 
an  plugging  one  Mac  into  anothei".  It's  just  one  more  example  of  how  a  Macintosh  works  in  a  simple,  logical  way.  So  \i)u  can,  too. 


If  you  knowhowto 
use  a  plug,  you  knowhowto 
eMidaMadnlDsh. 


/'//ft' uiiApplMJ  'jOO  CU-hVM  tlru  v.  am/ you  II  hmv 
iiLu'ss  Id  lmi;c  libraries  of  reference  sources,  fonts,  clip  arl 
(iiid  I  itleo  ima.^es  on  CD.  (II  ei'eti  supports  ftidak's  exciling 
lieu  I'hiiio  (.1)  lechnriht;):) 


♦  ..ii  t  »  »i 


This  .Macmlosh  Ihx  bus  huitl-m  niumtur  suppdrl  HP"^ 
for  up  III  a  N" color  monilor  Bur  a  curd,  and  \nu  can  add  a 
secund  monilor  -  SKnificunllv  enkirjim^  your  desktop  work  areti 
so  you  can  ninvedncumenk.  files  and  folders  ucro.'is  holh  screens. 


You  can  easily  recon/ sound  inio  ei  ery  neii 
com/iuler  .Most  even  come  inlh  a  inicrojihuiii 


.\  Mac  iiires  you profes- 
siimal-qualU)  di  icimienb 
even  if  you  're  on  a  sluilent 
hudnel  JusI pluf;  in  an 
,y)ple  SlyleWrilef  printer 


I'lufi  in  a  S  yijuesl  dm  e  and 
you  'll  have  i  irliudly  unlimiled 
hard  drive  slora.iie  via  remov- 
able i-i.UB  or  iS'.S'l//)'  cartruhr. 


r 


■tntinnininifmmi 


Plui>  in  an  .-Sjiple  Personal  IxtserWnler  MK.  and 
everyone  in  your  ii  vrkaroup  will  have  access  to  the 
fullest  printer  m  its  cltiss  III  irorks  with  PCs.  too.) 


I'lii.ii  111  an  external  hard  drive  or 
'ither  stora.i>e  device  and  you  increase 
your  stonii^e  capacity  in  seconds 


I'lui;  111  an  .\pple  LaserWriter  11^.  and cieryniic 
on  your  netwurh  will  iiKlantl)  beahleto  take 
advantaae  oflhe.yiple  PhotoCrade'  technoloj^y 
that  rivals  HOd  dpi  printers  costmi!,  thintsamk^ 
more  -  fir  speclacuhir-lookmu  documents 


I'luii  III  an.ip/ile  OneScanner.'  and  ymi  can  add beau- 
tijul  black-and-white photof^raphs  to  your  documents  with 
one  touch  of  a  bulton  .\o  fev^int;  or  fiddliim  required 


.\ddni\i  a  peripheral  to 
a  .Mac  B  rt*'  e<ts)- as  usiiix 
one  Plujj,  It  111.  click  a  couple 
of  buttons  and  get  hack  to  work. 


For  the  second  consecutive  year,  J.I).  Power  and  Associates  ranked  Apple  higliest  among  Personal  Computer  Companies 
in  Overall  Customer  Satisfaction!*And  no  wonder:  whether  you're  writing  a  letter  or  adding  a  CD-ROM  drive,  only  Macintosh 
makes  things  genuinely  easy.  Giving  you  the  power  you  reaOy  want  from  a  personal  computer.  The  power  to  be  your  best.' 

!-<'T!hx  mmeuf  \inirii,;irfs!  uuthitnzcU  Afiplf  rrM'/Ur.  udt  I  snil-^is  'Mi'/ti.  cxI  Jfii  In  uitui^Li  uil!  I-HHIi  W/i        txl  ''I'l  Vuinnf /fUf-um  hw^tJ  t-ri  triJu-.ln'  ai  iruiits  "JO  I'"ii\t  imi  .iiSoaales'       wul  I'i'lJ  i  I'mfuUT  fjui  I  ser  saf^jailvm  Miuiks  WJ  stuiiyumtltKJeti 
um>nsJJy'ihujJTifs^i^uJu.vnul  JJ4ihusirmsiiIgs  '1/1992 .^fple Qtrnfiuler.  im  .iUnf^bi^  r^u'rifJ  iff'lf  ibc  ipplflcgo  /jiserVnlif.  Mm.  ^JaaiUfish.  Slyk'XnkT atui  'Ihc imvrin he  wur best  are re^lmd iTudmarki u} .\fipk CompulfT.  Itic  .ipf-kCV.  'Meiainmr anJ Pbok/OfoJe are 
tnuitTTUifks  (jj  Apfk  (hrnpulcT  Im  KmJai  dtui  fikilij  CD  an'  iTikUmnrh  of  Fd^lmuji  Kodak  0)Tiif>am  \i'mJuu-i   a  iradmurk  of  Mayiyufl  CvrjHjralmi  Syi/wst  is  a  rvjuslfrftt  tradmark  ofSy^ml  Ttchnrtln^  TTnsadu>as  cmiled  usmg  MaanUisb pmaml  compulm  10366U/A 


Sports  Business 


RCHANDISINGI 


THAT'S  NEXT, 
(AIDERS'  DEODORANT? 


ig-league  worry:  How  to  fuel  the  boom  in  logo-laden  goods 


inutes  after  Atlanta  Bfaves 
W|^M  outfielder  Otis  Nixon  bunted 
fWBinto  the  last  out  of  the  1992 
orld  Series,  a  handful  of  harried 
itors  in  South  Hacken 
ck,  N.  J.,  were  furious- 
spinning  96  jumbled 
urs  of  videotape  from 
different  cameras  into 
minutes'  worth  of  what 
ey  hope  will  be  gold. 
The  frantic  team  at  Phoenix  Com- 
unications  Group  Inc.  is  producing, 
arketing,  and  distributing  the  World 
!ries  highlight  tape  in  partnership 
with     Major  League 


E  MANTELPIECE 
ISIAL:  AND 
IVN  THE  MAN 
ITOGRAPHED  IT 


"There 


Basel)all  Properties, 
big-league  baselialFs 
licensing  arm.  Exec- 
utives there  know 
that  the  popular  ap- 
l)etite  for  products 
that  are  tied  to  a 
specific  sports  event, 
even  one  as  big  as 
the  fall  classic,  fades 
fast.  "Every  week  is  im- 
portant," says  Don  Sper- 
ling, vice-president  of  NBA 
Entertainment  Inc.,  which 
has  its  own  line  of  briskly 
selling  basketball  tapes, 
is  a  certain  win- 
dow when  it's  hot, 
then  it  dies  out. 
It  has  to  get  out 
quick." 

9RTHERN  EXPOSURE.  How  quickly? 
loenix  slapped  together  a  finished  mas- 
r  tape  in  a  scant  10  days.  The  $19.95 
ieo,  which  incorporates  nan-ation,  key- 
ayer  interviews,  and  crowd  color  with 
otage  shot  by  both 
;s  Inc.  and  Phoenix, 
t  the  stores  on  Nov. 
—less  than  four  weeks 
ter  the  Toronto  Blue 
ys  won  their  first  Se- 
3S  by  besting  the 
•aves  in  the  wee 
urs  of  Oct.  25.  Execu- 
te Producer  Geoff  Be- 
fante  thinks  he  has  a 
t  seller-  on  his  hands: 
lothing  succeeds  like 


TS  BUSINESS 


winning  for  the  first  time,"  he  says.  Es- 
pecially when  the  Jays,  "Canada's  Team," 
belong  not  just  to  Toronto  but  to  the  en- 
tire Great  White  North.  Richard 
Domich,  Phoenix'  vice-presi- 
dent for  home  video, 
exi)ects  to  move  175,000 
tapes     to  Canadians 
alone.     And  Phoenix 
should  know 

BETCHA  NO  GIANT  how  tO  Sell  ill 
COULD  EVER  BUCKLE  r'.,„.,rlo.  Tf 
THIS  KID'S  BELT  PACK  ^-''^'I'^C'l- 

also  makes 
videos  for  the  National  Hockey  League. 

The  Blue  Jays'  win  couldn't  have  been 
better  timed.  Sales  to  far-flung  fans  are 
the  only  way  the  major-league 
sports  merchandise  industry 
can  sustain  the  rapid  growth 
of  the  past  few  years.  Since 
1987,  sales  of  products  li- 
censed by  the  National 
Football  League,  National 
Basketball  Assn.,  NHL,  and 
Major  League  Baseball  have 
increased  roughly  fivefold,  to 
an  estimated  $6.(i  billion  in 
1992.  That's  a  lot  of  "We're 
No.  1"  foam  fingers,  shiny  sta- 
dium jackets,  and  Stan  Musial 
commemorative  figurines.  The 
is  so  hot  that  counterfeiters  have  moved 
in.  The  big  sports  leagues  formed  an 
ad-hoc  coalition  to  fight  the  knockoffs. 

Evidently,  no  one  has  told  sports  fans 
al)out  the  global  economic  slowdown. 
Retail  sales  of  all  licensed  sports  prod- 
ucts—including goods  tied  to  other 
sports,  the  Olympics,  and  college 
teams— shot  up  11%  last  year,  to  $11.1 
billion.  Sports-team  apparel  can  now  be 
found  at  department  stores  and  includes 


THE  LAKERS  NAME 
DOESN'T  MEAN  YOU 
MAKE  MAGIC  SHOTS 

market 


BEYOND  BASEBALL  CAPS 

RETAIL  SALES  OF  LICENSED  SPORTS  MERCHANDISE 


'87  '88 
▲  MILLIONS  OF  DOLURS 


'90  '91  '92 

DATA;  MAJOR  LEAGUE  BASEBALL,  NBA,  Nf  L,  NHL,  SraTONG  GOODS  OULIR 


FOR  LITTLE  PUCK  NUTS: 
RUBBER  BOOTS  WITH  THE 
COLORS  AND  SYMBOL  OF 
THE  CANADIENS 

not  only  the  traditional 
ackets,  jerseys,  and 
caps   l)ut   also  chil- 
dren's  togs  and 
women's 
clothes  from 
such   top  de- 
signers as  Nicole  Miller. 

Pro  leagues,  under  pr'essure  to  mine 
new  revenue  sources  as  theii'  television 
contracts  expire  in  1993  and  1994,  canni- 
ly  use  game  broadcasts  to  fuel  sales  of 
everything  from  videotapes  to  trading 
cards  and  souvenir  programs.  MLB  Projj- 
erties  sprinkled  ads  for  its  wares 
throughout  the  World  Series  bi'oadcasts. 
"The  products  sell  each  other,"  says  Kar- 
en Raugnst,  editor  of  The  Licensing  Let- 
ter, a  ti'ade  publication.  "The  games  are 
part  of  the  adveilising,  really." 
TURKEY  HOOPS.  The  leagues  are  working 
mightily  to  expand  their  merchandising 
presence  beyond  North  America.  The 
NFL  saw  sales  of  licensed  goods  tied 
to  its  newly  launched  World 
League  of  American  Footliall 
hit  $2.50  million  in  1991.  Dur- 
in,g  the  la.st  year,  the  NBA, 
which  airs  games  in  102 
countries  and  hawks  mer- 
chandise in  more  than  35, 
has  l)egun  a  concerted  for- 
eign-merchandising push.  It 
lunched  an  international  cat- 
ak)g,  opened  the  first  NBA  re- 
tail shop  in  Australia,  and 
started  operations  in  the  hoop- 
crazed  countries  of  Mexico, 
Taiwan,  and  Turkey. 

The  NBA  estimates  that  such  deals 
will  double  its  foreign  retail  sales  to 
$250  million  in  1993.  "As  licensed  mei'- 
chandise  becomes  more  popular,  we  get 
an  even  better  time  slot,"  says  Rob  Mill- 
man,  vice-president  for  international  li- 
censing at  the  NBA,  which  plays  a  couple 
of  regular-season  games  each  year  in 
Japan.  And  MLB  Properties,  jointly 
owned  by  the  28  major  league  franchis- 
es, has  sales  in  more  than  60  countries. 

That's  double  the  total 
of  two  years  ago. 

As  aggressive  major- 
league  merchandisers 
are  learning,  where 
thei-e's  a  satellite  dish, 
thei"e's  a  potential  cus- 
tomer. They  haven't 
had  news  that  good 
since  the  invention  of 
the  adjustable  cap. 

By  Elizabeth  Lesh/  in 
Neiv  York 
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QUALITY 

SMALL  AND  MIDSIZE  COMPANIES  SEIZE  THE  CHALLENGE— NOT  A  MOMENT  TOO  SOON 


w 


hen  Jinimie  L.  Mayhew 
piinped  into  his  boss's  office 
in  and  announced  that  he 
was  headinj^  to  Disney  World  on  busi- 
ness, Terrence  L.  Rock's  jaw  dropped. 
"How  am  I  goin^  to  explain  that  to  man- 
agement'.'" he  shot  back.  "That's  my 
benchmark,"  replied  Mayhew,  the  facili- 
ties manager  at  Convex  Computer  Corp. 


Rock,  then  senior  vice-president  for  op- 
erations and  now  chief  operating  officer, 
pondered  what  an  amusement  park 
might  teach  a  computer  maker  about 
quality — and  quickly  realized  the  trip 
was  no  lark:  In  the  realm  of  facilities 
management,  Walt  Disney  Co.  is  king. 

So,  Mayhew  spent  a  week  in  Orlando, 
picking  the  brains  of  his  Disney  counter- 


part. He  returned  brimming  with  ideas 
several  of  which  have  improved  mam 
factoring  at  Convex,  a  $198  million  con- 
pany  in  Richardson,  Tex.  Among  th 
many  it  adopted:  empower  workers  t 
make  spot  decisions  rather  than  waitinj 
for  a  manager's  ruling.  Another:  develo 
fixed  patterns  for  routine  maintenanc 
chores  and  reinforce  them  through  cor 


HOW  TO  MAKE 
YOUR  COMPANY 
A  QUALITY  MASTER 


Novices  fhaf  try  to  match  the 
techniques  used  by  world-class 
performers  may  actually  make 
things  worse  by  trying  to  do  too 
much,  too  soon.  So  finds  a 
three-year  study  of  580  companies 
in  North  America,  Germany,  and 
Japan  by  Ernst  &  Young  and  the 
American  Quality  Foundation. 
Instead,  they  suggest  making 
gradual  progress  toward 
excellence. 

Start  by  measuring  your  existing 
performance.  Two  key  measures 
are  return  on  assets,  which  is 
simply  aftertax  income  divided  by 
total  assets,  and  value  added  per 
employee.  Value  added  is  sales 
minus  the  costs  of  materials, 
supplies,  and  work  done  by 
outside  contractors.  Labor  and 
administrative  costs  are  not 
si/bfracted  from  sales  to  arrive  at 
value  added 


DATAraiNST&YOUNaAMERiaN  WlilY  FOUNDATION 


PROFITABILITY 
PRODUCTIVITY 

EMPLOYEE 
INVOLVEMENT 

BENCHMARKING 


Less  than  2%  return  on  assets  (ROA) 

Less  than  $47,000  value  added  per  emp/o/ee  (VA 

H Train  heavily.  Promote  teomv^ork,  but  forget  self-i 
aged  teams,  which  take  heavy  preparation.  Limi 
employee  empowerment  to  resolving  customer  comp 

Emulate  competitors,  not  world-class  companies 


NEW  PRODUCTS  Rely  mainly  on  customer  input  for  ideas 

SUPPLY  MANAGEMENT    Choose  suppliers  mainly  for  price  and  reliability 
NEW  TECHNOLOGY  Focus  on  its  cost-reduction  potential.  Don't  develop  it- 


MANAGER  AND  Reward  frontline  workers  for  teamwork  and  quality 

EMPLOYEE  EVALUATION 


QUALITY  PROGRESS 


Concentrate  on  fundamentals.  Identify  process« 
m^M  add  value,  simplify  them,  and  move  faster  in  res 
to  customer  and  market  demands.  Don't  bother  using 

gauges  of  progress— gains  will  be  apparent 


Activities  that  should  reap  the  highest  paybacks 
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,aiil  repetition.  l>y  tukiiiy  these  lessons 
)  heart,  Convex  has  slashed  electrical 
reakdowns  in  its  factory  by  80'a  since 
WO,  saving  millions  of  dollars. 
Convex  is  just  one  of  a  growing  mi- 
arity  of  small  companies  that  are  learn- 
ig  what  a  difference  quality  makes, 
everal  little  auto-parts  suppliers, 
)r  instance,  have  won  spots  on 
le  quality  honor  roll  at  multi 
!e  carmakers,  including  at 
ast  one  Japanese  trans- 
lant  (page  70).  Last  year, 
;1  three  winners  of  the  Mal- 
)lm  Baldrige  National  Quali- 
'  Award  were  small  or  midsize 
)mpanies:  Marlow  Industries,  So- 
ctron,  and  Zytec.  Two  more  won  this 
sar— Granite  Rock  Co.  and  Ritz-Carlton 
otel  Co. 

In  fact,  small  companies  now  vie  for  a 
aldrige  in  unprecedented  numbers, 
heir  participation  has  grown  from  18'A 
I  entries  in  1988  to  487'  of  this  year's 
spirants,  and  the  trend  isn't  likely  to 
sate:  Large  companies  increasingly  are 
ressuring  their  suppliers  to  prove  their 


(juality  credentials  by  aiming  for  llie 
Baldrige.  Motorola  Inc.  has  given  its 
suppliers  until  1994  to  apply  or  risk  be- 
ing dropped.  And  16  states  have 
launched  programs  to  help  local  compa- 
nies boost  quality  or  productivity,  with 
16  more  states  about  to  do  so.  Most  such 
efforts  are  designed  to  be  step- 
ping stones  to  a  Baldrige,  and 
small  businesses  are  the  pri- 
mary targets  (page  69). 

Such  efforts  are  long 
overdue,  precisely  because 
U.  S.  competitiveness  de- 
)ends  so  much  on  them.  Small 
and  midsize  companies  account 
for  half  the  total  value  added  by 
U.  S.  manufacturing,  according  to  the 
National  Coalition  for  Advanced  Manu- 
facturing. They  also  produce  nearly  half 
of  all  U.  S.  exports  and  employ  more 
than  half  of  all  factory  workers.  More- 
over, large  manufacturers  often  rely  on 
smaller  suppliers  for  507  or  more  of  the 
value  of  finished  products,  from  comput- 
ers to  industrial  machinery. 

What  worries  the  experts  is  that  these 


industrial  linchpins  have  become  more 
vulnerable  in  recent  years  because  their 
managers  haven't  taken  the  time  to 
learn  quality  techniques.  And  even  when 
they  have,  tighter  bank-lending  rules 
have  made  it  harder  to  upgrade  fac- 
tories. These  are  two  significant  reasons 
why  the  productivity  of  manufacturers 
with  fewer  than  500  employees  didn't 
grow  as  fast  as  that  of  their  larger  cous- 
ins in  the  1980s.  "Time  is  fast  running 
out"  for  the  laggards,  argues  V.  Daniel 
Hunt,  president  of  Technology  Research 
Corp.,  a  Springfield  (Va.)  consulting 
firm.  He  advises  companies  that  hope  to 
survive  into  the  21st  century  to  launch  a 
total  quality  initiative  soon. 
NO  SINGLE  FORMULA.  Trouble  is,  the  task 
isn't  simple.  An  all-out  quality  commit- 
ment requires  companies  to  uproot  en- 
trenched habits  and  business  methods 
and  virtually  start  over.  That's  usually 
harder  than  coming  up  with  the  neces- 
sary resources:  time  for  sure,  and  usual- 
ly money,  too.  Worse,  no  single  formula 
works  for  everyone.  In  fact,  simply  ap- 
ing what  ([uality  leaders  such  as  Xerox 


JOURNEYMAN 


MASTER 


6.9%  ROA 


00  fo  $73,999  VAE 


ncourage  employees  at  every  level  to  find  ways  to 
'o  their  jobs  better— and  to  simplify  core  operations, 
a  separate  qualit/-assurance  staff 

market  leaders  and  selected  world-class  companies 


tomer  input,  formal  market  researcfi,  and  internal  ideas 

>uppliers  by  quality  certification,  then  price 

ays  to  use  facilities  more  flexibly  to  turn  out  a  wider 
of  products  or  services 

)mpensation  for  both  workers  and  middle 
ers  on  contributions  to  teamwork  and  quality 

leticulously  document  gains  and  further  refine 
'octices  to  improve  value  added  per  employee, 
Tiarket,  and  customer  satisfaction 


ROA  of  7%  and  higher 
VAE  of  $74,000  and  up 

HUse  self-managed,  multiskilled  teams  that  focus  on 
horizontal  processes  such  as  logistics  and  product 
development.  Limit  training,  mainly  to  new  hires 


Z) 
CO 

< 

UJ 


Gauge  product  development,  distribution,  customer 
service  vs.  the  world's  best 


Base  on  customer  input,  benchmarking,  and  internal  R&D 
Choose  suppliers  mainly  for  their  technology  and  quality 
Use  strategic  partnerships  to  diversify  manufacturing 


Include  senior  managers  in  compensation  schemes 
pegged  to  teamwork  and  quality 

Keep  documenting  gains  and  further  refine  practices  to 
improve  value  added  per  employee,  time  to  market,  and 
customer  satisfaction 
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AL  REPORT 
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LL.  BEAN  THE  RETAILER  CORRECTLY  SHIPS  99.9%  OF  ITS  ORDERS— EVEN  DURING  CHRISTMAS 


Corp.  are  dcjiiij;'  may  waste  time  and 
money  on  the  wrong  things.  Tliat's  one 
starthng  insight  uncovered  by  the  Inter- 
national Quality  Study  (IQS),  a  ground- 
breaking new  project  by  Ernst  &  Young 
and  the  American  Quality  Foundation. 

If  its  findings  are  right,  total  quality 
management  (TQM) — making  customer 
satisfaction  the  No.  1  priority — could 
soon  face  an  even  more  violent  l)acklash 
than  the  one  that  surfaced  last  spring. 
In  March,  consultant  Arthur  D.  Little 
Inc.  announced  that  a  survey  of  oOO 
manufacturing  and  service  companies 
that  use  TQM  turned  up  only  SG'/'  that 
felt  it  was  significantly  boosting  their 
competitiveness.  That  same  month,  con- 
sultant Rath  &  Strong  Inc.  asked  95 
companies  to  analyze  whether  their  TC^.M 
efforts  had  met  such  goals  as  raising 
market  share  or  increasing  customer 
satisfaction.  Rath  &  Strong  gave  more 
than  half  of  those  initiatives  Ds  and  Fs, 
and  only  267'  rated  an  A  or  a  B. 

This  argues  for  careful  planning  as 
small  comjianies  embark  on  quality  cru- 
sades. One  common  mistake,  says  Josh- 
ua Hammond,  president  of  the  American 
Quality  Foundation  (AQF)  in  New  York, 
is  a  failure  to  link  quality  efforts  to  the 
bottom  line.  Often,  he  adds,  (luality  pros- 
elytizers  confuse  ends  and  means.  They 
believe  that  merely  implementing  (juali- 
ty  techniques,  including  seemingly  ubiq- 


uitous employee  empowerment  and 
benchmarking  strategies,  will  produce 
benefits.  "Take  teamwork  training, 
which  is  usually  the  first  thing  that  con- 
sultants sell.  If  you  then  ask  them  how 
things  are  going,"  says  Hammond, 
"what  you  get  as  a  measure  is  how 
many  people  are  being  trained,  not  what 
difference  it's  making  in  performance." 
CAUSE  AND  EFFECT.  To  nail  down  which 
practices  boost  the  bottom  line,  Ernst  & 
Young  collected  extensive  data  on  945 
business  practices  from  580  companies 
in  the  auto,  computer,  banking,  and 
health-care  industries  in  Japan,  Germa- 
ny, Canada,  and  the  U.  S.  For  two  years, 
two  research  teams  led  by  William  H. 
Schmidt,  a  professor  of  applied  statistics 
at  Michigan  State  University,  have  been 
independently  combing  through  the 
data,  searching  for  correlations.  "Where 
their  analyses  converged,  we  then  dug 
in  and  looked  for  cause-and-effect  rela- 
tionships," says  the  AQF's  Hammond. 

Some  of  the  discoveries  are  stun- 
ners— including  new  insights  on  bench- 
marking. From  the  publicity  it's  getting, 
this  strategy  of  copying  the  so-called 
best  practices  of  companies  that  excel  at 
a  given  business  process  or  function 
would  seem  to  be  the  cornerstone  of  any 
(juality  program.  It's  certainly  the  foun- 
dation of  the  Baldrige  award.  Of  a  possi- 
l)le  1,000  points  on  the  Baldrige  score- 


card,  more  than  half  stem  froi 
comparisons  of  how  a  company  stacl 
up  against  its  competitors. 

Yet  the  IQS  data  indicate  that  bene 
marking  won't  improve  performance  u 
less  a  company  already  has  a  compr 
hensive  quality  program.  In  fact,  for  lo 
and  medium  performers — compani 
with  returns  on  assets  of  under  77  ai 
less  than  $74,000  value  added  per  ei 
ployee — it  can  hurt.  Information  su 
plied  by  low  achievers  shows  that  wh( 
they  used  benchmarking  to  try  to 
prove  marketing,  for  example,  they  us 
ally  ended  up  worse  off  than  they  we 
before.  "Think  about  it,  and  it  mak 
sense,"  says  Hammond.  If  a  compa: 
doesn't  have  a  quality-oriented  infi 
structure  in  place  and  hasn't  trained 
employees  in  quality  principles,  "try!: 
to  imitate  the  best  of  the  best  will  ji 
disrupt  operations." 

Curt  W.  Reimann,  who  heads  the  B 
drige  award  program  at  the  National 
stitute  of  Standards  &  Technolo| 
doesn't  argue  with  that.  Some  com 
nies,  he  says,  think  benchmarking  is  ' 
stant  pudding."  Wrong,  says  Ronald 
Schmidt,  chairman  of  Zytec  Corp.,  a  15 
Baldrige  winner  that  posted  $74  mill 
in  sales  of  so-called  power  supplies 
electronics  gear  last  year.  Until  a  com 
ny  has  built  a  culture  of  quality, 
adds,  it  won't  know  how  to  exploit 
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sij^lils   ^de;ine<l    iVoin  benchmarking'. 

Such  warnings  have  helped  persuade 
le  Minnesota  Council  for  Quality,  a 
ate-sponsored  {{roup  of  which  Schmidt 

a  board  member,  to  go  beyond  sjjon- 
mni^  an  annual  "Baldrige  Jr."  comj)eti- 
3n.  It  also  provides  $5,000  grants  to 
cal  groups,  such  as  chambers  of  com- 
erce,  so  they  can  set  up  community 
iality  councils  where  business  people 
LH  learn  how  to  build  a  TQM  program 
cm  scratch.  In  neighboring  Wisconsin, 
le  Wisconsin  Quality  Network  consists 


of  14  regional  networks,  each  with 
scores  of  members.  They  sponsor  semi- 
nars, luncheons,  and  other  activities  for 
swapping  ideas.  But  not  a  contest.  "We 
didn't  want  to  jiromote  competition  over 
the  sharing  of  information,"  says  James 
Paetsch,  director  of  a  regional  group, 
Milwaukee  First  in  Quality.  The  goal,  he 
adds,  is  to  help  companies  get  started  on 
the  right  foot. 

The  International  Quality  Study 
should  help  on  that  score.  Based  on  em- 
pirical data,  its  findings  contradict  the 


notion  that  there's  some  magic  quality 
formula.  Instead,  the  research  shows 
that  companies  advance  in  stages  along 
a  learning  curve.  "At  each  level  of  per- 
formance," says  Hammond,  "you  pull  a 
different  set  of  levers  to  reap  the  maxi- 
mum payoff"  (table,  page  (ifi). 

So  where  should  a  beginner  start? 
Fred  Wenninger,  chief  executive  of  Io- 
mega Corp.  in  Roy,  Utah,  suggests  fo- 
cusing on  cycle  time.  This  means  speed- 
ing up  the  total  time,  start  to  finish,  that 
it  takes  to  complete  a  given  business 


HOW  THE  STATES  ARE  PLAYING  MIDWIFE  TO  'BABY  BALDRIGES' 


Few  government  initiatives  can 
match  the  success  of  the  agricul- 
tural extension  service  in  stimu- 
ating  private-sector  productivity.  So 
,he  National  Institute  of  Standards  & 
Pechnology  (NIST)  dreams  of  something 
similar  for  promoting  quality  pro- 
grams. Because  it's  short  on  money, 
lowever,  NIST  must  rely  on  what  Curt 
W.  Reimann,  administrator  of  the 
'ive-year-old  Malcolm  Baldrige 
National  Quality  Award,  calls  "a 
ot  of  leverage  systems."  That 
neans  spreading  the  quality  mes- 
sage to  small  business  via  the 
)^ational  Governors'  Assn.,  cham- 
3ers  of  commerce,  and  other 
state  and  local  groups. 

It  seems  to  be  working.  Most 
)f  the  16  states  that  have  quality 
urograms — including  Delaware, 
Vlaine,  Nevada,  New  York,  and 
Morth  Carolina — got  the  bug  af- 
,er  the  Baldrige  program  was 
started  in  1987.  At  least  16 
Tiore — including  Colorado,  Flori- 
ia,  Missouri,  and  Texas — are 
ibout  to  join  in.  By  most  ac- 
counts, Minnesota  has  one  of  the 
op  three  programs.  "We're  help- 
ng  make  the  state  a  better  place 
0  do  business"  asserts  James  F. 
3uckman,  president  of  the  Minne- 
;ota  Council  for  Quality. 
lAPPY  HUB.  The  state  founded 
lis  group  in  1987.  Two  years  lat- 
T,  3M,  Honeywell,  IBM,  and  two 
•ther  large  companies  stepped  in 
vith  funding,  partly  to  make 
heir  suppliers  more  quality  con- 
cious.  The  state  council  holds 
eminars  and  meetings,  serves  as  the 
lub  of  a  growing  confederation  of  lo- 
al  councils,  and  sponsors  the  annual 
ompetition  for  the  Minnesota  Quality 
iward. 

That  prize,  which  will  be  awarded 
or  the  third  time  next  year,  was  mod- 
led  after  the  Baldrige,  right  down  to 
arreting  the  same  28  criteria.  To 
lake  the  contest  "less  intimidating  for 


smaller  companies,"  says  Buckman, 
Minnesota  requires  less  documentation 
than  is  needed  for  the  national  award. 

Still,  the  process  is  demanding 
enough  that  it  can  be  a  dress  rehears- 
al, says  Douglas  Darbo,  quality  assur- 
ance manager  for  EMD  Associates,  the 
Winona  (Minn.)  maker  of  electronic 
components  that  shared  this  year's 


Minnesota  prize.  In  fact,  Zytec  Corp.  in 
Eden  Prairie,  the  first  state  winner, 
won  a  Baldrige  the  same  year. 

Wayne  M.  Fortun,  president  of 
Hutchinson  Technology  Inc.,  the  other 
co-winner  of  this  year's  Minnesota 
award,  says  his  company  learned  valu- 
able lessons  from  last  year's  failed 
first  stab.  The  judges  cited  23  areas  of 
deficiency,  and  Hutchinson,  a  maker  of 


components  for  computer  disk  drives, 
spent  the  next  12  months  working  on 
them.  Among  other  things,  it  started 
revamping  its  quality  processes  to  com- 
ply with  ISO  9000,  the  new  standards 
that  will  soon  be  required  of  companies 
that  trade  with  Europe.  Fortun  also 
credits  Hutchinson's  quality  focus  for 
helping  to  produce  a  407'  jump  in  earn- 
ings, to  $13  million  for  the  fiscal 
year  ended  Sept.  30,  on  a  revenue 
gain  of  12^^ ,  to  $160  million. 
INSTANT  WINNERS.  If  the  hint  of 
such  riches  doesn't  do  the  trick, 
Buckman  will  resort  to  showman- 
ship to  interest  the  uninitiated  in 
quality.  For  instance,  he  recently 
deputized  250  volunteers  to  be- 
stow 1,000  instant  quality 
award.s — lapel  pins — on  folks  who 
do  what  they  do  quite  well,  be  it 
shining  shoes  or  performing 
l)rain  surgery.  The  lucky  winners 
were  invited  to  a  lunch  with  Min- 
nesota Governor  Arne  Carlson. 
"It's  a  good  way  to  raise  con- 
sciousness about  quality  in  little 
towns  around  the  state,"  says 
Buckman. 

The  council  is  also  working 
with  Minnesota  Technology  Inc., 
a  state  organization  that  helps 
small  business,  to  develop  a  stan- 
dard process  for  certifying  sup- 
pliers. And  it  has  launched  proj- 
ects to  spread  quality  programs 
to  the  public  sector,  including  the 
Minnesota  school  system  and 
state  agencies  such  as  the  Reve- 
nue Dept.  The  long-term  goal, 
says  Buckman,  is  to  make  quality 
synonymous  with  Minnesota. 

There's  no  way  to  know  for  sure 
what  difference  these  efforts  will 
make.  But  Buckman  likes  to  note  that 
Minnesota's  unemployment  rate  is 
4.8'7c' — well  below  the  national  average 
of  7.4%.  Such  statistics,  he  says,  give 
him  an  inkling  that  the  state's  empha- 
sis on  quality  doesn't  hurt. 

By  Kevin  Kelly  in  Chicago 
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process,  be  it  handlinji;  customer  com- 
plaints or  producinf^  Iomega's  Bernoulli 
disk  drives.  When  Wenninger  took  the 
helm  in  19S9,  Iomega  needed  28  days  to 
make  a  drive — and  the  onetime  highflier 
was  still  recovering  from  a  flirtation 
with  disaster.  In  1987,  its  fourth  year  in 
business,  sales  plunged  by  a  third  from 
1986's  record  $12(J  million,  and  the  com- 
pany had  a  million  loss.  Today,  its 
production  cycle  has  been  trimmed  to  1.5 
days — and  last  year,  Iomega  earned  $14 
million  on  sales  of  $120  million. 

Reducing  cycle  time  is  an  ideal  tool 
for  a  small  business  because  the  concept 
is  easy  to  grasp,  its  effects  on  quality 
and  performance  show  up  quickly,  and 
it's  cheap.  "We  did  it  on  a  shoestring — 


we  had  to,"  says  Wenninger.  The  idea, 
he  explains,  is  to  "find  your  main  bottle- 
neck and  attack  it  relentlessly."  To  re- 
duce time  wasted  in  shuttling  work-in- 
progress  among  machines,  Iomega 
grouped  its  equipment  in  clusters  of  re- 
lated operations.  This  eliminated  so- 
called  buffer  inventories,  so  assembly 
became  one  continuous  operation  and 
products  weren't  parked  for  hours  or 
days  in  holding  zones. 

The  reason  for  concentrating  on  some 
kind  of  easy  fix  is  to  get  quick,  positive 
feedback.  Step  Two  is  to  repeat  the 
problem-solving  cycle,  and  keep  repeat- 
ing it,  until  the  process  improves  to  the 
point  where  something  else  surfaces  as 
the  biggest  bottleneck — then  go  after 


that.  This  technique  is  often  called  th 
Deming  circle,  because  it  has  long  bee 
a  favorite  strategy  of  quality  guru  V 
Edwards  Deming. 

MURKY  MAZE.  Wenninger  zeroed  in  o 
the  production  cycle  for  two  reason; 
There  was  an  enormous  investment  tie 
■up  in  28  days  of  work-in-progress — i 
purchased  parts  and  materials,  plus  ui 
sold  inventories  of  finished  goods.  Pul 
ing  that  money  out  of  the  factory  save 
Iomega  $6  million  a  year.  Then,  there 
the  quality  of  the  product  itself.  "Whe 
your  cycle  is  28  days  and  you  spot 
defect  at  the  end  of  the  line,"  explair 
Wenninger,  "you  can  imagine  how  har 
it  is  to  isolate  the  problem."  Iomega  wg 
spending  perhaps  $20  million  a  year  t 


'A  LITTLE  BIT  OF  SMARTS, 
A  LOT  OF  HARD  WORK' 


Get  lost.  That's  essentially  what 
Buick  Motor  Div.  told  Michael  A. 
Pluniley  in  1983.  Citing  poor-qual- 
ity parts,  the  General  Motors  Corp.  unit 
dropped  Plumley  Cos.,  which  since  1967 
had  been  a  supplier  of  hoses  and  other 
rubber  gear.  But  instead  of  quitting, 
Plumley  fought  back.  It  stepped  up 
worker  training  and  started  a  quality 
drive  that  has  taken  it  to  the  front  ranks 
of  America's  auto-parts  industry.  Today, 
the  $80  million  company  holds  quality 
awards  from  GM,  Chrysler,  and  Nissan, 
and  is  one  of  16  suppliers  in  the  world  to 
have  earned  Ford's  Total  Quality  Excel- 
lence (TQE)  award. 

Pushed  by  their  customers,  a  handful 
of  small  U.  S.  parts  makers  have  remade 
themselves  into  industry  pacesetters. 
They  have  retrained  their  employees,  up- 
graded equipment,  and  worked  to  make 
their  own  suppliers  comply  with  ever 
more  demanding  standards.  They  didn't 
have  the  resources  of  such  corporate  gi- 
ants as  Xerox  Corp.  or  Motorola  Inc.,  so 
they  compensated.  "It's  a  little  bit  of 
smarts,  a  lot  of  hard  work,  and  constan- 
cy of  purpose,"  says  Plumley,  chairman 
and  CEO  of  Plumley  Cos. 

To  identify  these  top-drawer  outfits, 
BUSINESS  WEEK  asked  consultant  EL.M  In- 
ternational Inc.  in  East  Lansing,  Mich., 
to  search  its  data  base  for  auto  suppliers 
that  had  won  quality  awards  from  at 
least  two  of  Detroit's  Big  Three  and  also 
from  one  Japanese  transplant.  More 
than  half  of  these  48  suppliers  were  the 
U.  S.  units  of  such  Japanese  heavy- 
weights as  Nippondenso  Co.,  the  world's 
largest  independent  auto-parts  maker. 
Most  of  the  rest  were  major  players  or 
their  divisions:  Goodyear,  Michelin,  the 


Spicer  Universal  Joint  Div.  of  Dana 
Corp.  But  a  handful  of  them  were  small 
companies. 

At  first  glance,  three  of  the  group 
have  little  in  common.  At  the  Springfield 
(Tenn.)  plant  of  Perstorp  Components 
Inc.,  chemicals  and  recycled  plastics  are 
mixed  in  large  vats,  poured  out  like 
cookie  dough,  then  cut  and  baked  into 
noise-deadening  floor  insulation  for  Ford 
Rangers  and  Jeep  Grand  Cherokees. 
Manchester  Stamping  Corp.  in  Manches- 
ter, Mich.,  cranks  out  brackets,  door 
latches,  and  other  steel  parts — most  no 
larger  than  your  hand — from  a  row  of 
metal  presses.  At  Plumley's  Paris 
(Tenn.)  factories,  some  workers  carefully 
glue  oil-retaining  rubber  seals  to  engine 
parts,  while  others  make,  bend,  and  trim 
rubber  engine  hoses  into  i)retzel-like 
shapes. 

BACK  TO  SCHOOL.  All  three  share  one 
distinction,  however:  an  unwavering  fo- 
cus on  excellence.  "Customer  satisfac- 
tion is  as  good  a  definition  of  quality  as 
there  is,"  says  Art  Mulwitz,  Perstorp's 
vice-president  for  operations.  "The  key 
to  pleasing  your  customers  is  not  ship- 
ping mistakes."  Sounds  simple,  but  some 
of  these  manufacturers  v/eren't  even 
sure  how  many  mistakes  were  getting 
out  the  door  when  they  began  to  look 
inward. 

In  the  early  1980s,  Ford  Motor  Co. 
insisted  that  parts  makers  jump  into 
classes  on  statistical  process-control  to 
learn  how  to  limit  variations  in  produc- 
tion. Number-crunching  wasn't  all  they 
learned.  Plumley,  for  example,  found 
that  an  inspector  responsible  for  mea- 
suring hoses  couldn't  read  a  ruler.  In 
mid-1984,  the  company  began  remedial 


clas.ses  for  workers.  Since  then, 
than  65  have  earned  a  high-school 
al  equivalency  degree. 

Now,  new  hires  get  14  hours  of 
ing:  10  in  statistics,  4  in  problem-s 
techniques.  Manchester  Stamping 
tuition  and  book  fees  for  employee 
manage  at  least  a  "C"  average  j 
school — technical,  junior  college,  > 
University  of  Michigan.  At  any 
time,  10  of  the  company's  80  emp 
are  enrolled  somewhere.  "I'd  like 
507'  of  our  people  doing  it,"  says  I 
dent  and  CEO  Wayne  T.  Hamilton, 
As  Plui 
employees 
better  at  m 
ing  quality 
grew  disss 


PERSTORP 

MACHINERY 
DOWNTIME  HAS 
BEEN  CUT  FROM 

6%- 
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id  ;uul  fepair  det'ective  drives  when  it 
ould  have  been  "mistake-proofing"  the 
mufacturing  process. 
Iomega's  comeback  was  honored  last 
iy  with  a  Shingo  F*rize  for  Excellence 
American  Manufacturing.  Named  for 
J  late  Shigeo  Shingo,  a  Japanese  con- 
Itant  who  was  instrumental  in  devel- 
ing  just-in-time  (JIT)  manufacturing, 
3  award  is  sponsored  by  industry 
oups,  including  the  Association  for 
inufacturing  Excellence  and  the  Na- 
nal  Association  of  Manufacturers,  and 
ministered  by  Utah  State  University, 
[omega's  new  day-and-a-half  produc- 
n  cycle  is  exceptional — but  only  mar- 
lally  so.  Solectron  Corp.,  a  San  Jose 
ilif.)  manufacturer  with  sales  last 
ar  of  $265  million,  won  its  1991  Bald- 
;e  award  partly  by  cutting  the  produc- 


tion cycle  for  a  computer  disk  di'ive  by 
807',  to  two  days.  In  the  process,  it  also 
reduced  the  product's  annual  inventory 
costs  by  807'',  to  $3.5  million,  and 
chopped  defects  from  100  parts  per  mil- 
lion to  2.  In  fact,  most  manufacturing 
shops  that  haven't  tackled  cycle  time  can 
trim  it  by  807  to  907-,  estimates  Steven 
M.  Hronec,  head  of  manufacturing  con- 
sulting at  Arthur  Andersen  &  Co. 

The  benefits  extend  beyond  cost  sav- 
ings. "If  you  reduce  the  design  cycle 
from  20  weeks  to  12  days,  now  you  can 
be  far  more  responsive  to  customers," 
says  Terrance  R.  Ozan,  director  of  man- 
ufacturing services  at  Ernst  &  Young. 
Such  a  level  of  service  can  also  com- 
mand premium  prices  and  give  a  compa- 
ny the  flexibility  to  tailor  products  for 
more  niche  markets.  Reducing  time  to 


market  and  inventory  costs  has  proved 
so  valuable  to  U.  S.  Robotics  Inc.,  an  $80 
million  maker  of  modems,  that  the  com- 
pany is  phasing  out  contract  production 
in  Mexico  and  moving  the  work  to  Sko- 
kie.  111. 

THE  BALLGAME?  The  cycle-time  approach 
can  be  applied  to  paperwork  procedures 
as  well.  A  recent  McKinsey  &  Co.  study 
of  the  procurement  process  turned  up 
incredible  gaps  between  world-class 
practice  and  that  of  ordinary  companies 
(table,  page  72).  In  fact,  Iomega's  Wen- 
ninger believes  cycle  time  is  so  vital  that 
it's  more  than  just  a  good  place  to 
start — it  can  be  the  entire  ballgame. 
"I'm  not  sure  you  need  anything  else," 
he  says. 

Well,  not  quite.  Exploiting  the  tech- 
nique to  its  fullest  means  that  engineers 


eir  machinery,  which  couldn't  pro- 
arts  at  tight  enough  tolerances, 
company  spent  $28  million  to  up- 
The  other  two  companies  have 
d  suit.  For  instance,  Perstorp's 
lents  included  a  $20,000  shop- 
jmputer  that  automatically  plots 
charts  showing  how  many  pieces 
lation  are  outside  the  acceptable 
ss  limits  of  2.912  mm  to  2.988 
jlieving  workers  of  drawing  such 
saved  the  company  more  than 
in  the  first  year,  says  Mulwitz. 
hile,  Manchester  replaced  virtual- 
f  its  presses — a  four-year,  $4  mil- 
jenditure. 

as  the  auto  makers  had,  parts 
came  down  hard  on  their  suppli- 
mchester  had  more  than  30  steel 


suppliers  in  1985;  today,  it  has  five.  And 
now  that  it's  writing  bigger  orders,  it 
can  demand  faster  service  on,  say,  a  new 
alloy  for  a  special  part.  Plumley  tracks 
its  suppliers'  performance  and  invites 
the  best  to  an  annual  ceremony  and  golf 
match. 

QUICK  FIX.  Monitoring  suppliers  is  partic- 
ularly crucial  at  Perstorp,  where  half  of 
the  raw  material  used  is  plastic  recycled 
from  garbage.  Recently,  Mulwitz  phoned 
a  longtime  supplier  that  had  shipped  a 
batch  tainted  with  a  verboten  chemical 
compound.  They  quickly  worked  out  a 
way  to  monitor  deliveries  until  the  prob- 
lem could  be  solved. 

All  three  have  also  come  up  with  spe- 
cific targets  for  improving  efficiency  and 
cutting  waste.  Once,  a  maintenance 


HONOR  ROLL  OF  SMALL 
AUTO-PARTS  SUPPLIERS 

Five  U.S.  suppliers  have  proven  that  small  companies  can 
hold  their  own  in  quality,  even  in  the  tough  automotive 
industry.  Each  has  been  designated  a  quality  supplier  by 
all  of  the  Big  Three,  plus  one  Japanese  transplant 


Company /Location 


Principal 
products 


Manchester  Stamping 
Manchester,  Mich. 

Door  latches, 
other  small 
metal  stampings 

$15 

80 

Gotes  Power  Drive  Products 

Bloomfield  Hills,  Mich. 

Pulleys, 
brackets 

57 

250 

Perstorp  Components 
Bloomfield  Hills,  Mich. 

Noise-insulation 
sheets 

70 

590 

Plumley 

Paris,  Tenn. 

Sealants, 
gaskets,  other 
rubber  products 

80 

900 

Automotive  Industries 

Strasburg,  Va. 


Sun  visors,  door  209  2,700 
panels,  armrests 


DATA:  ELM  INTERNATIONAL,  BW 


worker  told  Perstorp's  Mulwitz  that  he 
considered  807  to  857  uptime  acceptable 
for  the  plant's  machinery.  "What  uptime 
do  you  expect  from  your  Chevy  Blazer?" 
Mulwitz  replied.  Uptime  now  averages 
947  to  977. 

All  this  pays  tangible  dividends.  At 
Perstorp,  waste  is  down  to  0.77"  of  sales 
from  2.57  a  few  years  ago,  and  the  com- 
pany has  become  a  model  of  quality  con- 
trol for  its  parent,  Perstoi'p  AB,  a  Swed- 
ish chemical  concern.  Plumley's  TQE 
status  allows  it  to  look  at — and  prepare 
bids  on — futui'e  Ford  projects  ahead  of 
its  competitors.  Manchester's  Hamilton 
says  its  award  from  Honda  Motor 
Corp.'s  Marysville  (Ohio)  plant  has 
opened  the  door  for  work  with  other  Jap- 
anese carmakers. 

Still,  the  task  never 
ends.  In  mid-November, 
Plumley  learned  that  it 
won't  get  its  sixth 
straight  Quality  Master 
Award  this  year  from 
Nissan.  Likewise,  Man- 
chester may  not  get  a  re- 
peat nod  from  Honda.  It 
shipped  a  single  bad  part 
this  year  out  of  some  2 
million,  the  result  of  a 
plating  mistake  that  a 
subcontractor  made  after 
Manchester  had  stamped 
the  part.  "We  didn't  do 
it,  but  we're  still  respon- 
sible for  it,"  says  Hamil- 
ton. He  laughingly  re- 
calls being  proud  in  1989, 
when  99.99967  of  the 
parts  Manchester 
shipped  were  defect-free. 
Now  that  perfection  is 
within  reach,  such  per- 
formance just  isn't  good 
enough. 

By  James  B.  Treece  in 
Paris.  Tenn. 


Annual  sales 
Millions  Employees 


a  REPORT 
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;in<l  managers  must  be  trained  to  func- 
tion in  teams.  Workers  need  to  be  given 
responsibility  for  making  decisions  that 
affect  their  performance,  and  policies 
must  be  developed  for  rewarding  contri- 
butions to  quality  progress.  These 
things  take  time,  and  the  International 
Quality  Study  indicates  that  it's  unwise 
to  push  too  fast. 

"The  last  thing  you  want  to  do  is  re- 
ward people  out  of  their  jobs,"  says 
Wenninger.  "If  a  work  team  is  bright 
enough  to  figure  out  a  way  to  reduce 
the  number  of  people  they  need,  and  we 
don't  have  an  opening  somewhere  else, 
we'll  tell  the  extra  worker  to  go  think 
about  other  improvements." 

Once  such  steps  have  been  taken, 
])ractically  any  small  company  can 
achieve  quality  levels  that  once  would 
have  seemed  unrealistic. 
Take  L.  L.  Bean  Inc.,  the 
Freeport  (Me.)  retailer  of 
outdoor  gear.  During  one 
stretch  last  spring,  it 
mailed  500,000  packages — 
and  claims  to  have  correct- 
ly filled  every  order.  Its 
fill-rate,  as  the  measure  is 
called,  hasn't  dropped  be- 
low 99.97'  in  the  past  year, 
even  during  the  Christmas 
season,  when  the  company 
mailed  as  many  as  184.000 
packages  a  day. 

Manchester  Stamping 
Corp.,  an  automotive-parts 
supplier  in  Manchester, 
Mich.,  tells  a  similar  story. 
It  now  sneers  at  a  record 
that  many  companies 
would  envy:  In  1989,  it 
shipped  540,000  parts  to 
Honda  of  America  Manu- 
facturing Inc.  in  Marys- 
vilie,  Ohio — of  which  seven 
were  l)ad.  President 
Wayne  T.  Hamilton  isn't 
content.  His  new  goal  is  perfection. 
AMAZING  SAVINGS.  Much  of  the  time, 
that  level  of  quality  produces  healthy 
financial  rewards.  The  first  small  compa- 
ny to  win  a  Baldrige  award,  in  1988,  was 
Cleveland's  Globe  Metallurgical  Inc.  Its 
chief  executive,  Arden  C.  Sims,  esti- 
mates that  Globe's  investments  in  quali- 
ty have  produced  a  40-to-l  return.  From 
1986  to  1988,  Globe  cut  operating  ex- 
penses by  a  hefty  $11.3  million,  and  its 
quality  efforts  continue  to  pare  operat- 
ing costs  by  about  $4  million  a  year. 
Recently,  Sims  told  the  Harvard  Busi- 
ness Review  that  annual  savings  from 
quality  efforts  for  his  $115  million  com- 
pany should  increase  to  about  $13  mil- 
lion by  1995.  "If  you  had  told  me  back  in 
1985  that  we  would  be  able  to  get  these 
kinds  of  savings  from  quality,"  he  add- 


ed, "I  never  would  have  believed  you." 

Still,  as  TQM  cynics  are  quick  to  ob- 
serve, collecting  a  Baldrige  is  no  guaran- 
tee of  success.  For'  Houston's  Wallace 
Co.,  in  fact,  the  award  may  not  even 
ensure  survival.  A  family-run  distributor 
of  pipes  and  valves,  Wallace  won  a  Bal- 
drige in  1990.  But  then,  Wallace  went 
overboard  in  complying  with  the  Bald- 
rige requirement  that  winners  share 
their  knowledge.  It  granted  so  many  of 
the  subsequent  flood  of  requests  for 
help  that  its  own  business  suffered. 
That  compounded  financial  problems 
stemming  from  the  Texas  oil-field  bust 
of  the  early  1980s  and  helped  force  the 
company  into  Chapter  11  early  this  year. 
Now,  Wallace  is  on  the  block.  "We  prob- 
ably should  have  been  concentrating 
more  on  our  own  business  rather  than 


BENCHMARKING  AT  WORK: 
IMPROVING  PROCUREMENT 


Purchased  parts  and  materials  are  usually  at  least  50%  of 

overall  production  costs.  That's  why  world-class  companies  try  to 

manage  procurement  efficiently 

Typical 
ccmpony 

World-class 
company 

COST  FACTORS 

SUPPLIERS  PER  PURCHASING  AGENT 

34 

5 

AGENTS  PER  $100  MILLION  OF  PURCHASES 

5.4 

2.2 

PURCHASING  COSTS  AS  A  %  OF  PURCHASES  MADE 

3.3% 

0.8% 

TIME  FACTORS 

SUPPLIER  EVALUATIONS  (Weeks) 

3 

0.4 

SUPPLIER  LEAD  TIMES  (Weeks) 

150 

8 

TIME  SPENT  PLACING  AN  ORDER  (Weeks) 

6 

0.001 

QUALITY   OF  DELIVER 

lES 

LATE 

33% 

2% 

REJECTED 

1.5% 

0.0001  % 

MATERIALS  SHORTAGES  (No.  of  instances  per  year) 

400 

4 

DATA  McKINSEY  8,  CO 

trying  to  help  other  people's,"  concedes 
John  W.  Wallace,  son  of  the  founder  and 
former  chief  executive.  But  he  has  no 
regrets  about  the  quality  crusade:  "It's 
the  only  reason  we're  still  here,"  he 
says. 

Citing  Wallace  as  a  warning,  consul- 
tants are  trotting  out  new  recipes  for 
success.  Arthur  D.  Little's  is  named  "the 
High  Performance  Business."  It  calls 
for  "reengineering"  business  processes 
to  forge  the  link  with  the  bottom  line 
that  .AQF's  Hammond  says  is  so  often 
lacking.  Rather  than  betting  everything 
on  customer  satisfaction,  ADL  advises 
aiming  for  balanced  satisfaction  among 
customers,  employees,  and  shareholders. 
Declares  P.  Ranganath  Nayak,  an  ADL 
senior  vice-president:  "You  have  to  think 
about  all   the  factors  all  the  time." 


McKinsey  offers  the  "Horizontal  Org; 
nization,"  which  also  leans  heavily  o 
reengineering,  or  restructuring  the  org; 
nization  around  the  flow  of  value-addin 
processes.  Some  experts  think  the  reei 
gineering  approach  championed  by  coi 
sultant  Michael  Hammer,  president  ( 
Hammer  &  Co.  in  Cambridge,  Mass.,  wi 
displace  TQM  at  many  companies. 
SMALL  IS  SPEEDY.  How  much  new  sul 
stance  there  is  in  such  strategies  is  ui 
clear,  since  total  quality  has  always  bee 
holistic,  including  everything  from  r 
thinking  business  processes  to  satisfyin 
a  company's  internal  divisions  or  depar 
ments  to  winning  over  customers.  N 
matter  how  the  terminology  changes,  bi 
lievers  such  as  Iomega's  Wenningt 
stress  one  point:  "This  quality  stuff 
absolutely  critical." 

Once  small-businesse 
are   convinced   of  thii 
NIST's    Reimann  think 
they'll  push  forward  quid 
ly.  In  fact,  he  says,  qualit 
programs  seem  to  take  a 
extra  year  to  implemei 
for  each  additional  layer  c 
management.  Therefon 
"small    companies  ca 
make  impressive  gains  in 
short   time."   A.  Blantc 
Godfrey,  chairman  of  tl 
Juran  Institute  Inc.  in  W 
ton,  Conn.,  the  quality  co 
suiting  firm  founded  t 
pioneer  J.  M.  Juran,  se( 
another  reason  to  be  u 
beat:  Small  companies,  1 
thinks,  haven't  drifted  vei 
far  from  TQM's  "nati^ 
state."   In  tiny  organiz 
tions  with  only  a  couple 
dozen  people,  teamwor 
empowerment,  and  the  ot 
er  hallmarks  of  total  qua 
ty  come  naturally. 
Many  will  even  come  ' 
with  some  clever  twists.  Early  this  ye; 
for  example,  Dallas  Semiconductor  Coi 
figured  it  was  ready  for  some  bene 
marking.  "Nobody  can  afford  not  to  lo 
outside,"  says  Chief  Executive  C.  \ 
Prothro.  But  instead  of  sending  a  tef 
to  inspect  the  target — the  product-dev 
opment  process  at  Silicon  Graphics  L 
in  Mountain  View,  Calif. — Prothro  p 
suaded  Silicon  Graphics  engineers 
come  to  Dallas  and  evaluate  his  com] 
ny's  methods  on  the  spot.  That  may 
just  one  of  many  innovations  that  Am 
ica  can  expect  from  its  entrepreneurs 
By  Otis  Port  in  New  York,  with  Jc 
Carey   in    Washitigtoti,    Kevin  Kelly 
Cliicago,  Stephanie  Anderson  Forest 
Richardso7i,  Tex.,  and  bureau  reports 
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It's  not  just  an  award. 
It's  a  way  of  life. 


AT&T  Network  Systems'  Transmission  Business  Unit  has  just  wt)n  the 
1992  Malcohn  Baldrige  National  Quality  Award.  Given  annually  since  1988 
by  the  U.S.  Department  of  Commerce,  the  Baldrige  is  the  nations  highest  award 
for  quality  management  and  achievement  in  American  business. 
This  distinction  makes  us  proud  of  our  outstanding  people  who  contributed  so  much. 
Our  advanced  digital  systems  create  the  highways  that  transport  voice,  data  and 
video  over  the  most  reliable  networks  in  the  world.  Winning  the  Baldrige  is 
one  result  of  the  total  quality  approach  started  by  the  Transmission  Business 
Unit  in  1989.  We  view  this  recognition  as  the  latest  milestone  in  our  continuing 
efforts  to  offer  the  finest  products,  most  advanced  technologies,  and  ^WMM 


most  helpful  service  to  our  customers.  We  feel  good  about  meeting 
the  requirements  of  the  Baldrige  examiners.  But  our  real  goal  is  a 
to  exceed  our  customers'  expectations  and  requirements.  ^ 
Because  to  us,  they're  the  judges  who  really  count.  ^ 


AT&T 


Network  Systems 


To  learn  more  about  the  Malcolm  Baldrige  National  Quality  Award,  call  the  AT&T  Baldrige  Hotline ;  1  800  682-7759. 


©1992  AT&T 


AMERICA'S 
WORLD-CIASS 

CHAMPS 


The  generally  recognized  U.S. 
leaders  in  a  variety  of  disciplines 

BENCHMARKING 
METHODS 

AT&T  •Digital  Equipment 

Ford  •  IBM  •  Motorola 

Texas  Instruments  •  Xerox 

BILLING  &  COLLECTION 

American  Express 'MCI 
Fidelity  Investments 


FIDELITY  INVESTMENTS 

CUSTOMER 
SATISFACTION 

L.L.  Bean 'Federal  Express 

GE  Plastics  •  Xerox 

DISTRIBUTION  & 
LOGISTICS 

LL.  Bean* Wal-Mart 

EMPLOYEE 
EMPOWERMENT 

Corning  •  Dow  •  Milliken 

Toledo  Scale 

EQUIPMENT 
MAINTENANCE 

Disney 

FLEXIBLE 
MANUFACTURING 

Allen-Bradley 

Baldor  •  Motorola 


BEG,  BORROW 
—AND  BENCHMARK 


To  compete,  companies  now  openly  copy  others'  best  practices 


anaji'ers  in  the  U.S.  smiled 
knowingly  in  the  1950s  when 
Japanese  engineers  made  the 
rounds  at  trade  shows,  endlessly  snap- 
ping photos.  In  the  '70s,  the  smiles  faded 
as  those  photos  led  to  world-class  prod- 
ucts. Now,  the  U.  S.  is  embracing  an 
effective  response:  benchmarking. 

Despite  its  ring  of  resjjectability,  the 
term  is  a  euphemism  for  legally  ripping 
off  someone  else's  idea,  then  improving 
on  it.  Once,  U.  S.  managers  gagged  at 
such  a  thought.  Today,  senior  executives 
at  both  electronics  whiz  Motorola  Inc. 
and  textile  maker  Milliken  &  Co.  boast 
of  stealing  shamelessly  from  rivals — or 
from  anyone  who  does  things  better. 
That  change  in  mindset  is  boosting  U.  S. 
competitiveness  by  overcoming  the  not- 
invented-here  syndrome.  "Too  many 
companies  suffer  because  they  refuse  to 
believe  others  can  do  things  better," 
says  Robert  C.  Camp,  manager  of  bench- 
marking competency  at  Xerox  Corp. 

U.  S.  industry  took  so  long  to  adapt 
because  it  went  unchal- 
lenged for  two  decades 
after  World  War  II. 
Then  when  it  got  ham- 
mered, most  managers 
denied  reality  and 
blamed  unfair  trading 
practices  by  offshore  ri- 
vals. That  happened  at 
Xerox  in  1979.  When  Ja- 
pan's Canon  Inc.  intro- 
duced a  midsize  copier 
foi-  under  $10,000— less 
than  it  cost  Xerox  to 
make  a  similar  ma- 
chine— Xerox  was  sure 
Canon  had  priced  it  be- 
low fair  value  to  "buy" 
market  share.  Xerox  en- 
gineers soon  confirmed 
the  worst:  Canon  was 
radically  more  efficient.  Yet  it  took  Xe- 
rox more  than  a  year  to  decide  that  "we 
had  to  get  back  on  track  or  roll  over  and 
die,"  recalls  Camp. 

TEN  STEPS.  The  resulting  effort  gave 
birth  to  the  prototype  for  today's  bench- 
marking campaigns.  From  1980  to  1985, 
Xerox  adapted  various  Japanese  tech- 
niques to  cut  its  unit-production  costs  in 


XEROX  CAMP 
WAS  OUT  IN  FRONI 


half  and  slash  inventory  costs  by  tw 
thirds.  Since  then,  its  share  of  the  U. 
copier  market  has  climbed  50'/,  ' 
roughly  15'a,  says  market  research^ 
Dataquest  Inc.  Impressed,  Camp  didr 
stop  with  manufacturing.  He  distilk 
Xerox'  experience  into  a  10-step  reci] 
for  achieving  quantum  leaps  in  the  pe 
formance  of  any  department  or  proces 
The  key:  hunting  down  so-called  be 
practices,  then  developing  a  strategy  fi 
matching  what  the  best  will  probably  1 
in  the  future — and  doing  it  over  ai 
over  again.  "We're  in  a  race  without 
finish  line,"  says  Camp,  who  by  now  h; 
applied  this  approach  to  virtually  evei 
facet  of  Xerox'  business. 

The  turnaround  at  Xerox  triggered 
flood  of  inquiries  from  other  companie 
By  the  mid-1980s,  benchmarking  w^ 
also  leading  to  improvements  at  AT& 
Hewlett-Packard,  and  IBM.  Ford  Mot 
Co.  set  out  to  trim  its  500-ernployee 
counts-payable  staff  by  20'/ — until 
peeked  at  the  same  operation  at  Mazi 
Motor  Corp.,  of  whi 
Ford  owns  25'/.  Maz 
made  do  with  80'/"  few! 
lieople,  adjusting  for 
smaller  size.  As  a  resd 
Ford   aimed   for — a) 
g(  )t. — 75' ' . 

BEAN  PICKING.  Motor 

Inc.  had  a  similar  rev- 
tion.  A  delegation  it  s 
to  Japan  in  1985  saw  c 
culators  and  computi 
being  made  with  def 
rates  500  to  1,000  tin 
better  than  at  U.  S.  el 
tronics  makers.  And 
Japanese  had  lower  f 
duction  costs,  disprov 
a  belief  of  some  U 
managers  that  qualitj 
expensive. 
The  spread  of  benchmarking  now 
created   many   role  models  at  ho 
When  Xerox  set  out  to  improve  its  orj 
fulfillment  10  years  ago,  for  instanc(|t 
went  to  L.  L.  Bean  Inc.  Several  sei|r 
Xerox  managers  knew  from  personal 
perience  that  the  Freeport  (Me.)  n 
order  house  shipped  products  qui(T 
and  reliably.  Copier  parts  have  litthii 
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mmon  with  Bean's  outdoor  parapher- 
,lia,  but  the  order-filling;  processes  are 
Tiilar:  Both  involve  handlin^^  products 
widely  varied  in  size  and  shape  that 
e  work  must  be  done  by  hand.  L.  L. 
?an,  it  turned  out,  was  able  to  "pick" 
ders  three  times  as  fast  as  Xerox.  Les- 
n  learned,  Xerox  pared  its  warehous- 
y  costs  by  10'  '. 

L.  L.  Bean's  methods  are  nothing  exot- 

One  is  stocking  high-volume 
!ms  close  to  packing  stations, 
ore  intriguing  is  that  Bean's 
)rkers  suggested  the  idea, 
stemmed  from  a  periodic 
ercise  in  which  workers 
3t  flowcharts  tracing  their 
jvements  to  spot  wasted  mo- 
rn. This  impressed  a  delega- 
m  from  Chrysler  Corp.'s  central 
rts  plant,  which  visited  Freeport  last 
ring.  Norm  M.  Ham  way,  manager  of 
e  Chrysler  facility  in  Centerline,  Mich., 
iw  says  the  carmaker  should  rely  more 
1  "problem-solving  at  the  worker 
rel." 

Benchmarking  can  be  just  as  effective 
the  opposite  direction — helping  small 
mpanies  copy  big-business  practices, 
anco  Inc.,  a  tiny  Cleveland-area  pro- 
icer  of  duct  tape,  draws  inspiration 
om  Wal-Mart,  Rubbermaid,  and  Pepsi- 
)  to  keep  archrival  3M  Co.  at  bay.  At 
)nvex  Computer  Corp.,  "benchmarking 
critical  to  our  strategy,"  says  Chief 
:)erating  Officer  Terry  L.  Rock.  The 
chardson  (Tex.)  company  isn't  flush 
lOUgh  to  hire  a  stable  of  experts,  so 
irrowing  best  practices  is  "the  only 
;iy  for  us  to  win,"  Rock  adds. 
>T  FOR  AMATEURS.  The  caution  for  nov- 
;s  and  small  companies  alike  is  not  to 
)  too  far  too  fast.  For  two  years,  con- 
Itants  at  Ernst  &  Young  in  Cleveland 
id  the  American  Quality  Foundation  in 
ew  York  have  been  analyzing  business 
actices  at  580  companies  in  four  indus- 
ies — autos,  computers,  banking,  and 
ialth  care.  Part  of  what  they've  turned 
)  flouts  conventional  wisdom:  While 
■nch  marking  produces  big  paybacks 
r  companies  already  at  a  high  level  of 
lality,  it  can  hurt  quality  neophytes 
age  66). 

Even  industrial  giants  can  run 
jround  on  benchmarking.  When  quality 
forts  aren't  coordinated  by  top  man- 
;ement,  says  J.  M.  Juran,  a  consultant 
id  quality  pioneer,  it's  quite  possible 
r  one  department  to  launch  a  bench- 
■irking  program  that  inadvertently  un- 
rmines  another.  One  oft-cited  example 
when  purchasing  devises  a  better  sys- 
m  of  managing  suppliers,  but  that 
ids  to  buying  equipment  or  materials 
at  hamper  manufacturing  efficiency. 
That's  why  Henry  J.  Johansson,  the 
ropers  &  Lybrand  partner  in  charge  of 


manufacturing  consulting,  thinks  bench- 
marking should  be  done  in  conjunction 
with  business  reengineering — rethinking 
work  flow  plus  the  procedures  and  sys- 
tems used  in  various  tasks.  Doing  this 
helps  managers  grapple  with  interde- 
partmental conflicts  and  bottlenecks. 
Armed  with  these  insights,  a  company 
can  concentrate  on  enhancing  processes 
that  add  value.  This  structural  revolu- 
tion is  already  under  way,  says 
Johansson,  at  C&L  clients  as  di- 
verse as  Allied-Signal,  Boeing, 
Chevron,  Eastman  Kodak, 
CTK,  and  Merck. 

I'HH  FleetAmerica,  the  $1 
billion  fleet-leasing  arm  of 
I'HH  Corp.  in  Hunt  Valley, 
Md.,  is  also  heeding  this  advice. 
"We've  looked  at  every  process 
and  defined  the  16  key  ones  that  run  oui' 
business,"  says  President  William  F.  Ad- 
ler.  Each  was  benchmarked  against  l)oth 
rivals  and  customer  expectations  to  se- 
lect the  initial  candidates  for  the  reengi- 
neering that  began  in  February.  The 
aim,  says  Adler,  is  to  improve  "the 
things  that  add  value  to  our  customers." 

So  many  companies  are  benchmark- 
ing— often  at  the  insistence  of  compa- 
nies they  supply,  or  to  meet  the  criteria 
for  applying  for  the  Malcolm  Baldrige 
National  Quality  Award — that  latecom- 
ers can  have  trouble  finding  partners  to 
imitate.  Last  year,  L.  L.  Bean  hosted  35 
benchmarking  visits.  This  year,  it  has 
been  receiving  up  to  five  requests  a 
week — too  many  to  handle.  So  now,  only 
companies  that  show  a  compelling  need 
are  allowed  to  see  how  it's  done.  "We're 
looking  for  genuine  interest  in  quality, 
not  the  merely  curious,"  says  Robert  Ol- 
ive, L.  L.  Bean's  plant  manager. 

Locating  willing  partners  and  identify- 
ing best  practices  should  soon  get  easi- 
er, thanks  to  a  new  computerized  ini- 
tiative called  the  International  Bench- 
marking Clearinghouse.  Housed  at 
Houston's  American  Productivity  & 
Quality  Center,  the  IBC  is  compiling  a 
data  base  of  best  i)ractices  and  how-to 
guidelines.  It  also  runs  an  electronic  bul- 
letin board,  where  IBC  members  can 
share  information  or  post  appeals  for 
benchmarking  partners.  More  than  100 
companies,  most  on  the  BUSINESS  WEEK 
1,000  list,  have  already  paid  graduated 
annual  dues  of  up  to  $60,000.  That  could 
be  a  bargain,  because  95'/  told  IBC  their 
benchmai'king  skills  are  still  "rudimenta- 
ry." And  80'/'  also  said  benchmarking  is 
fast  becoming  a  condition  of  survival. 

Bij  Otis  Port  hi  Ncic  York  and  Geoff  ret/ 
Smith  in  Freeport.  Me.,  irith  bureau 
report.^; 


For  information  on  reprints  of  this  Special  Report,  cal 
Business  Week  Reprints  at  609  426-5494,  or  write  Busines 
Week  Reprints,  P.O.  Box  457,  Hightstown,  N.J.  08520. 
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American  Express'  Cardmemhers  are  seeing  die  trees  for  the  forest 

Finally,  a  hotel  tliat  rcspccLs  uniay  s  financuil  cmironmcnt.  W  hen  vou  use  the  American  Express  Card  at  anv  Doubletree  Hote 
vou  11  i^et  e\'erv  serxtce  and  amenit\-  voud  expect  from  a  luxur\-  hotel  at  a  price  that  makes  sense. 

That  doesn  t  mean  a  T\  in  e\'er\-  shower,  but  it  does  mean  a  liLxurious  room,  professional  atmosphere,  and  a  staff  ot  people  wh( 
acaialK'  care  that  vou\'e  come.  Rii^ht  d(^wn  to  the  homemade  chocolate  chip  cookies  thev  bring  to 
vour  room  the  nioht  \'ou  arri\'e. 

Call  yt^ur  travel  professional  or  800-528-0444.  And  he  sure  to  ask  for  an  American     |  fi 
Express'  Card  Assured  Reser\'ation when  booking  your  room,  "lour  reser\'ation  will  be  held  until     i  c  f  fsosi 
check  out  time  the  next  dav.  And,  on  vour  next  business  trip,  come  out  of  the  woods.    Don't  lea\-t-  home  without  it.' 

1-800-528-0444 

When  your  trcntk  take  you  to  Ccinada,  call  us  for  resenuiions  ai  any  of  2b  Canadian  Pacific  Howls  &  Resorts. 
"Be  sure  to  Lisk  about  cancellation  re^juirements  anJ  other  rdsiricnom  uhen  you  call. 
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OMITI  AND  AGNELLI  ARE 
INNING  THEIR  HOPES  ON 
BEVY  OF  NEW  MODELS 


tATEGIESI 


flANNI  AGNELLI'S 
AST  HURRAH 


earing  retirement,  he's  revamping  Fiat  and  its  aging  fleet 


For  most  of  the  26  years  he  has  run 
Italian  auto  giant  Fiat,  Gianni  Ag- 
nelli has  been  the  very  image  of 
rporate  success.  During  the  1960s,  he 
Iped  engineer  a  ground-breaking  deal 
build  cars  in  the  Soviet  Union.  In  the 
70s,  Agnelli  somehow  kept  Fiat  afloat 
the  midst  of  constant  strikes  and  sab- 
ige  by  radical  political  groups.  By  the 
d  of  the  1980s,  the  perpetually  sun- 
nned  tycoon  had  turned  Fiat  into  Eu- 
pe's  biggest  and  most  profitable  car- 
iker,  a  symbol  of  Italy's  emergence  as 
world  industrial  power. 
Now,  just  when  he  says  he  would  pre- 
r  to  spend  more  time  with  his  eight 
andchildren,  Agnelli,  71,  is  facing 
obably  the  greatest  challenge  of  his 
ig  career.  With  Fiat's  existing  models 
:ing  and  its  European  market  share 
ding,  sales  and  profits  at  its  core  car- 
iking  subsidiary.  Fiat  Auto,  are  plum- 


meting (charts,  page  78).  Agnelli  himself 
underscored  the  depth  of  Fiat's  prob- 
lems at  a  mid-November  meeting  of 
1,100  senior  managers  of  Fiat  Auto.  "We 
are  going  to  pass  through  one  of  the 
most  difficult,  trying  times  in  the  history 
of  our  company,"  he  said. 

Fiat's  aggressive  chairman  is  fighting 
back  with  a  bold  i)lan  to  reclaim  Fiat's 
status  as  Europe's  top  carmaker.  The 
focal  point  of  his  blueprint  for  recovery 
is  a  huge  investment  of  $31  billion  to 
drastically  overhaul  the  industrial  giant. 
Instead  of  cutting  back,  as  many  of  its 
rivals  are  doing,  Fiat  is  pumping  billions 
into  building  new  plants  and  refurbish- 
ing old  ones.  What's  more,  Agnelli  is 
planning  a  barrage  of  new  models  to 
lure  consumers  back  to  the  Fiat  fold. 
The  company  expects  to  introduce  no 
fewer  than  two  new  models  a  year 
through  the  1990s,  with  the  first  of  the 


most  promising  models 
expected  to  roll  off  the 
assembly  line  by  late 
1993. 

The  sheer  scope  and 
ambitiousness  of  Agnel- 
li's plan  has  prompted 
some  analysts  to  de- 
scribe the  strategy  as 
the  European  equiva- 
lent of  General  Motors 
Gorp.'s  Saturn  Gorp.  in- 
vestment in  the  1980s. 
But  the  stakes  for  Fiat 
are  even  higher.  "If  it 
works.  Fiat  will  be 
back,"  says  Credit 
Suisse  First  Boston 
automotive  analyst 
Dagmar  Bottenbruch. 
"If  it  doesn't.  Fiat  is 
probably  finished." 

Many  of  Fiat's  prob- 
lems can  be  traced  to 
Europe's  tenacious  re- 
cession. With  demand 
for  new  cars  falling,  vir- 
tually every  European 
auto  maker,  from  Swe- 
den's Volvo  to  Germa- 
ny's mighty  Daimler 
Benz,  is  feeling  the 
pain.  And  next  year 
could  1)1'  woi-se,  industry  executives  say. 
"For  the  overall  European  market  out- 
look, we  are  revising  our  numbers  down- 
ward every  week,"  says  Giorgio  Gar- 
uzzo.  Fiat's  chief  operating  officer. 
COMPLACENCY.  The  Car  company  has 
also  been  battered  by  Italy's  own  unique 
set  of  economic  problems.  A  vicious  cir- 
cle of  high  inflation,  high  interest  rates, 
and  high  wages  over  the  last  few  years 
led  to  galloping  overhead  at  Fiat's  huge 
factories  in  Italy.  Since  1987,  for  exam- 
ple, costs  associated  with  Fiat's  220,000- 
strong  Italian  work  force  increased  on 
average  8%  a  year.  "Just  60  miles  from 
here,"  says  Garuzzo,  motioning  west- 
ward across  Fiat's  hometown  of  Turin 
toward  the  French  border,  "labor  costs 
have  only  been  increasing  37'  to  4%.  For 
the  last  four  or  five  years,  our  competi- 
tors have  had  it  easy." 

Even  so,  Agnelli  and  Cesare  Romiti, 
Fiat's  70-year-old  chief  executive,  bear 
some  responsibility  for  the  auto  maker's 
dicey  predicament.  By  1988,  Fiat  was  the 
toj)  European  carmaker,  thanks  in  large 
part  to  the  success  of  the  econobox  Uno. 
The  following  year,  the  company  earned 
a  record  $3.7  billion  in  pretax  profits. 
And  Agnelli  was  feted  by  Wall  Street 
when  Fiat  shares  were  listed  on  the  New 
York  Stock  Exchange  in  1989. 

That  success,  however,  led  to  compla- 
cency— and   carelessness — at  Fiat.  In- 
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creasingly.  upper  management  in  the 
hushed  seventh-  and  eighth-floor  execu- 
tive suites  at  Fiat's  headquarters  be- 
came preoccupied  with  the  question  of 
who  would  succeed  Agnelli  and  Romiti, 
according  to  company  insiders.  Political 
infighting  also  became  a  distraction.  For 
example.  Vittorio  Ghidella, 
the  marketing  genius  be- 
hinil  the  successful  Fiat 
Auto  models  of  the  late 
1980s,  was  forced  out  in 
1988  after  a  showdown 
with  Romiti  over  the  com- 
pany's strategic  direction. 
Ghidella  wanted  to  focus 
more  resources  on  Fiat's 
automotive  business. 
PAST  GLORY.  Before  long, 
the  boardroom  intrigue  di- 
verted managers  from  the 
critical  job  of  developing 
and  marketing  new  mod- 
els, with  disastrous  re- 
sults. By  mid-1992,  according  to 
McGraw-Hill.  Fiat's  main  bread-and-but- 
ter cars,  such  as  the  Panda  compact, 
were  almost  7.5  years  old — by  far  the 
oldest  fleet  of  Europe's  Big  Six  auto 
producers.  Models  at  rival  Volkswagen, 
by  comparison,  had  an  average  age  of 


4.4  years,  while  those  of  France's  Re- 
nault were  real  youngsters  at  only  2.2 
years.  Consumers  abandoned  the  Fiat 
nameplate  in  droves.  Even  in  Italy, 
where  6  out  of  10  Fiats  are  sold,  market 
share  plummeted  to  45'f  this  year,  from 
60''  in  1989.  Many  Italians  ended  up 
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turning  to  more  stylish  models  offered 
by  Ford  Europe,  \  \v,  and  Renault. 

Nowadays,  Agnelli  insists  that  regain- 
ing Fiat's  past  glory  is  his  only  objec- 
tive. And  he  is  gambling  the  company's 
future  to  achieve  that  goal.  To  fund  his 
aggressive  investment  plan.  Agnelli  has 


already  started  selling  pieces  of  Fia' 
far-flung  business  empire,  the  most  ' 
versified  of  any  major  carmaker  in  E 
rope.  Earlier  this  year.  Fiat  complet 
the  sale  of  its  Telettra  telecommunic 
tions  division  to  France's  Alcatel  f 
close  to  SI  billion.  Next  on  the  list 
likely  to  be  La  Rinascem 
Italy's  largest  departmei 
store  chain,  which  earn 
S70  million  in  1991.  Pi 
has  also  unveiled  plans 
tap  Italian  and  other  Eui 
pean  banks  for  S500  milli' 
in  loans. 

Much  of  the  cash  rais 
by  Agnelli  is  being  plow 
into  new-model  develc 
ment  in  hopes  that  Fi 
can  reverse  its  slumpii 
market  share.  The  Cinqi 
cento,  a  two-door  subco 
pact,  was  unveiled  earli 
this  year.  Company  exec 
tives  think  they  have  a  sure  winner 
another  new  economy  car  that  will  i 
place  its  best-selling  Uno.  Analysts  w 
have  seen  prototypes  of  the  car,  coc 
named  Type  B,  describe  it  as  a  slick  e^ 
catcher.  It  had  better  be.  Fiat  executiv 
are  hoping  that  the  new  model  will 
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TURNING  POINTS 
Creating  Strategic  Change 
in  Corporations 

bil  Charles  }.  Fombnin 

ti-(i7-ll21470-0.  286  pp..  S24.95 

"An  excellent  o\  erview  of  the  critical 
issues  ...  in  a  broad  array  of  U.S.  corpora- 
tions.... Clearlv  a  labor  of  love  that 
deserv  es  everv  success. 
— Paul  W.  Van  Ordcii,  retired  Executive 

Vice  President,  Corporate  Executii'e 

Office,  General  Electric 

"Companies  must  reinvent  themselves 
to  prepare  for  the  21st  century.  Turning 
Points  tells  vou  how. 
— \'oel  M.  Tichxj, 

Professor  of  Management,  Director, 

Global  Leadership  Program, 

The  Universitx/  of  Michigan 


STRATEGY  PURE  AND  SIMPLE 
How  Winning  CEOs  Outthink 
Their  Competition 

bi)  Michel  Robert 

U-U7-053131-5.  224  pp..  S22.95 

"Helped  us  to  understand  our  strengths 
and  weaknesses,  to  delineate  critical 
issues  for  the  next  decade  ...  [andl  that's 
been  of  tremendous  value. 
— George  A.  Schaefer, 

Former  CEO,  Caterpillar,  Inc. 

"CEOs  or  corporate  executiv  es  ... 
should  allj^ut  this  book  on  their  'must 
read'  lists. 

—Charles  D.  Peebler,  Jr., 
CEO,  Bozell  Worldu'ide 

"in  two  words,  I  am  'very  impressed." 
— R.A.  Zimmerman, 
Cliainnan  and  CEO,  Hcrshey  Foods 


AT  YOUR  BOOKSTORE  OR  CALL  TOLL  FREE  800-2-MCGRAW. 
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THE  MIDDLE 

MANAGEMENT  CHALLENGE 
Moving  from  Crisis  to  Empowerment 

by  .Alan  L.  Frohman  & 
Leonard  IV.  Johnson 

04)7-022512-5. 1S5  PP..  522.95 

■"iTiis  book  reminds  all  of  us  ...  that  we 
must  do  a  better  job  of  respecting, 
empowering  and  listening  to  our  middle 
managers.  ..  .American  competitiveness  is 
at  stake." 

— John  F.  Smith,  Jr., 
President,  General  Motors  Corp. 

"The  authors'  special  contributions  are  to 
highlight ...  the  distinctive  contributions 
that  middle  management  can  make,  and 
to  describe  an  action  plan  that  firms  can 
follow  to  leverage  these  contributions....  I 
recommend  this  book  to  all  manager... 
—John  P.  Bhs/i,  Jr., 
Vice  President,  Corporate  Research  and 
Development,  Tlie  Gillette  Company 
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!ir  main  vvufkhorse  ihrough  the  199()s. 
it  will  unveil  the  new  model  at  Au- 
st's  auto  show  in  Frankfurt. 
\  trove  of  other  potentially  hot  new 
idels  will  hit  P^iat  showrooms  in  1994 
i  1995,  includinf^  powerful  new  Fiat 
ipes  and  convertibles.  That  will  drive 
!  average  age  of  Fiat  models  down  to 
ompetitive  2.8  years  by  mid-1995,  DRI 
imates.  True,  Fiat  will  be  pushing 
ise  new  cars  into  a  lackluster  market, 
t  company  executives  believe  they 
,st  revitalize  the  brand  to  hold  off 
npetitors.  Says  Fiat's  Garuzzo:  "1  pre- 
to  have  better  weapons  when  the 
;tle  gets  tough."  It's  getting  tough 
eady,  with  rivals  readying  new, 
■uced-up  models  of  their  own.  "Every- 
iy  is  unveiling  something,"  says  ana- 
t  John  Lawson  of  URI. 
RGER  SCOUT.  Although  it  will  take 
ne  time  before  the  new  models  begin 
have  an  impact.  Fiat's  sales  are  ex- 
led  to  get  a  nice  shot  in  the  arm 
m  Rome's  decision  in  September  to 
.'alue  the  Italian  lira.  With  a  deprecia- 
1  of  the  lira  against  the  French  franc 
i  the  German  mark.  Fiat  scored  a  207' 
n  in  price  competitiveness — although 
lation  will  in  time  eat  into  those 
ns.  A  recent  agreement  with  Italian 
ons  should  also  be  helpful  in  the  near 
m.  The  pact  ends  four  decades  of 


automatic  wage  indexation  and  will  help 
ensure  that  Italian  labor  costs  remain 
moderate. 

Even  if  Fiat  climbs  out  of  its  morass, 
the  turnaround  campaign  is  something 
of  a  last  hurrah  for  Agnelli  and  Romiti. 
Romiti,  who  has  ruled  the  company's 
day-to-day  operations  as  CEO  since  1976, 
hasn't  announced  any  retirement  plans. 


Chrysler,  Peugeot,  and 
Toyota  have  emerged  as 
possible  merger  partners 
for  Fiat  Auto 


But  given  his  age,  it's  likely  that  his 
tenure  is  drawing  to  a  close.  Agnelli, 
whose  family  owns  close  to  407'  of  Fiat, 
says  he'll  step  down  from  the  chairman- 
ship when  he  turns  73  in  July,  1994.  His 
designated  successor:  younger  brother, 
58-year-old  Umberto  Agnelli. 

Although  a  vice-chairman  at  Fiat,  Um- 
berto has  no  real  corporate  responsibil- 
ities at  the  moment.  But  that  could 
change  quickly.  On  Nov.  17,  Fiat  an- 
nounced a  streamlining  of  upper  man- 
agement that  gives  more  power  to  chief 


operating  officer  Garuzzo — a  move  that 
many  analysts  see  as  the  beginning  of 
the  transition  of  power  at  Fiat.  Company 
insiders  already  expect  Umberto  to  as- 
sume a  more  active  management  role 
within  the  year. 

Looking  ahead,  many  analysts  are 
also  betting  that  Umberto  will  be  the 
one  to  finally  broker  a  marriage  be- 
tween Fiat  Auto  and  another  major  car 
group.  Such  a  merger  has  so  far  proved 
elusive.  In  the  1980s,  Fiat  was  close  to 
linking  up  with  Ford  Motor  Co.  More 
recently,  Chrysler  Corp.  and  France's 
Peugeot  have  emerged  as  possible  part- 
ners. There's  also  talk  of  a  linkup  with 
Japan's  giant  Toyota  Motor  Corp.  Um- 
berto, who  heads  the  Italy-Japan  Busi- 
ness Group  and  is  a  constant  visitor  to 
Tokyo,  "has  the  perception  that  merging 
the  auto  activities  is  probably  a  necessi- 
ty," according  to  one  executive  who 
knows  the  Fiat  vice-chairman  well. 

Before  that  happens,  however,  Gianni 
Agnelli  will  have  to  get  consumers 
thinking  about  Fiat  again.  Only  then, 
analysts  say,  will  the  company  be  in  a 
position  to  negotiate  a  decent  deal  with  a 
potential  partner.  And  only  then  can  Ita- 
ly's legendary  car  boss  retire  with  his 
record  of  startling  accomplishments  rela- 
tively intact. 

B//  John  Ros.sdHt  III  Turin 


NOW  THERE'S  MORE  THAN  ONE  WAY  TO  SAY  "THANK  YOU." 
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With  ten  distinctive  finishes  to  choose  from,  there's  a  Varker  Insignia  fen  everyone  on  your  corporate  gift  list. 
That's  uhy  more  and  more  leading  companies  are  making  the  Insignia  their  gift  of  choice.  These  beautiful 
writing  instruments  are  designed  to  ft  naturally  in  the  writer's  hand,  and  each  ♦ 
one  comes  with  a  lifetime  guarantee.  Plus,  your  company's  logo  can  he  placed  \/\ |X l\  L  Ix 

on  every  pen  with  jewelry-quality  clip  emblems.  For  more  information,  or  T  O  T      X  T  T  A 

your  complimentary  Corporate  Gift  Guide,  call  1-800-522-3021.  1 N  0 1  Vj  N  1  /\ 
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TRANSPORTATION! 


THE  SEATBELT  SIGN  FLASHES 
FOR  KLM  AND  NORTHWEST 


Money  woes  buffeting  the  U.S.  carrier  could  poison  their  merger 


It  seemed  like  cause  for  (•elel)rati()n. 
( )n  Nov.  Northwest  Airlines  Inc. 
and  KLM  Royal  Dutch  Airlines  ^ot 
preliminary  approval  to  merj^e  their  op- 
ei'ations— the  first  time  that  a  U.  S.  and 
a  foT-ei^n  cai-rier  have  been  tri'anted  per- 
mission to  act  as  one.  The  mar- 
r-iage  could  ci-eate  a  foi'midable  air- 
line with  enviable  global  reach. 
But  the  champagne  corks  aren't 
I)opping  in  Minneapolis  or  Amster'- 
dam  yet.  The  folks  at  Northwest 
are  too  busy  trying  to  figure  out 
how  they  can  come  up  with  the 
money  they  need  to  stave 
off  bankruptcy. 

Northwest  is  pressing 
banks  to  let  it  borrow 
new  money  and  re- 
structure debt.  It's  ne- 
gotiating with  unions  to 
•win  concessions.  And  it 
is  hurriedly  approaching 
other  airlines  about  buying 
some  of  its  assets.  Northwest 
owner  Al  Checchi,  whose  1989 
buyout  has  left  the  airline  with  $4 
billion  in  del)t,  has  angered  labor 
and  banks  by  refusing  to  dig  into 
his  own  pocket  for  further  eciui- 
ty.  And  even  KLM  is  getting  col( 
feet  about  drawing  closer.  The 
Dutch  airline  paid  $400  million  in 
1989  for  a  49%  stake.  But  without 
a  further  cash  infusion.  Northwest 
is  in  .serious  trouble.  The  carrier 
has  less  than  $300  million  left— 
enough  to  last  it  only  90  days. 
Says  Standard  &  Poor's  Corp.  analyst 
Philip  Baggaley:  "It's  not  a  given  that 
they  can  avoid  bankruptcy." 
OTHER  PEOPLE'S  MONEY.  It's  a  wonder 
that  Northwest  has  kept  out  of  trouble 
even  this  long.  Under  CEO  John  Das- 
burg,  the  airline  has  improved  opera- 
tions, many  industry  experts  say.  But 
since  the  leveraged  l)uyout,  Checchi  and 
his  partner,  Gary  L.  Wilson,  have  had  to 
fly  through  some  of  the  worst  fiscal 
years  in  aviation  history.  Similarly  lever- 
aged carriers,  including  Midway,  East- 
ern, and  Pan  Am,  have  gone  down. 

Checchi's  talent  for  innovative  financ- 
ing has  helped  him  squeeze  through.  In 
1990,  he  got  a  $500  million  loan  from 
Airl)us  Industrie  by  placing  a  huge  order 


for  the  European  consortium's  aircraft. 
And  just  a  year  ago,  he  caused  jaws  to 
drop  when  he  persuaded  the  state  of 
Minnesota  to  come  up  with  $885  million 
in  financing. 

Such  wizardry  can  hold  out  for  only 


.so  long.  Of  the  state's  $8:35  million.  $375 
million  had  l)een  deflicated  to  f)uilding 
two  maintenance  facilities  that  North- 
west would  have  managed.  But  Minneso- 
ta has  put  off  those  plans  vmtil  the  air- 
line's fate  appears  more 
secure.  KLM  may  be  taking 
a  similar  stance.  A  source 
close  to  Northwest  says 
KLM  had  offered  $600  mil- 
lion in  new  financing  in  lati 
October,  part  of  it  in  ecjui- 
ty.  But  according  to  the 
.source,  KLM's  board  vetoed 
the  deal  on  Nov.  6  for  fear 
of  further  exposure  to 
Northwest's  losses— a  re- 
port KLM  denies.  Northwest 
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CHECCHI  REFUSES  TO  DIG 
INTO  HIS  OWN  POCKET 


lost  a  total  of  $618  million  in  1990  g 
1991  and  may  lose  $300  million  this  ye 
Checchi  is  scouring  every  fro 
though  sources  say  he  is  working  in  1 
shadows  while  Dasburg  conducts  neg( 
ations.  As.set  sales  are  likely.  Northw 
has  had  preliminary  talks  about  sell: 
some  of  its  61  slots  at  Chicago's  O'H; 
International  Airport,  which  could  fe 
$2.7  million  each,  say  experts.  C 
liankei'  says  the  airline  is  trying  to  < 
"anything  that  has  good  value  tl 
they're  not  fully  utilizing." 
COMPROMISE  COMING?  Northwest  I 
also  asked  its  miions  for  up  to  $900  r 
lion  in  contract  concessions,  possibly 
exchange  for  equity.  So  far,  only  the 
lots  have  put  something  on  the  tal 
And  the  carrier  has  asked 
)anks,  KLM,  and  suppliers  for  $; 
million  in  additional  loans.  M 
of  the  banks  are  refusing.  But 
the  hope  of  averting  a  Chapter 
filing,  they  may  compromise,  s; 
one  banker,  by  bringing  in  n 
lenders  pari  passu,  in  which  1 
new  debt-holders  get  eq 
standing  with  the  c 
Bankers  Trust  N 
York  Corp.,  which  ! 
an  equity  stake  to  p 
tect,  is  expected  to  I 
fer  $50  million  to  $ 
million  to  "break 
ice."  Bank  officials  wol 
not  comment. 
Industry  experts  say  the' 
be  surprised  if  KLM  doesn't  (•( 
H'ward  with  at  least  somnlii 
Without  Northwest,  KLM  will  li 
almost  no  presence  in  Xn 
America  and  would  be  dooiiifit 
remain  a  modest-size  Europi 
airline.  With  KLM's  access  in 
European  market  and  Northw  < 
rich  Pacific  routes,  the  two  imc 
ers  could  be  a  powerful  pair,  /i 
now,  with  immunity  from  aiitii  ■ 
laws,  KLM  and  Noi'thwest  \\  >  i 
)e  allowed  to  cooperate  on  in  i: 
which  confers  tremendous  advani.  i 
in  the  marketplace. 

Those  benefits  are  still  a  long  a 
off.  Northwest's  first  order  of  l)usine; 
finding  the  money  to  keep  itself  on  ' 
bankruptcy  court.  A  <  i 
tei'  11  filing  would  un.li 
erlly  reduce  ticket  ; 
could  wipe  out  KLM's 
million  equity  staki',  t 
might  even  jeoi)ar(li" 
partnership.    And  i 
something   both   cai  i 
desperately  want  to  .r  . 

Bij  Kevin  Kelli/  in  (  U 
go  and  Andrea  RothuK. 
Ne^v  York  with  Seth  I'l 
in  Wdiifiingtfm 


THE  CORPi:\' 


Wne  hundred  forty  airlines 
trust  Unisys  with  reservations. 


Without  reservations. 


Passenger  and  cargo  reserva- 
tions fuel  the  airline  business.  So  it's 
not  surprising  that  fourteen  of  the 
world's  twenty  leading  carriers  rely 
on  Unisys  reservations  solutions  to 
maximize  revenue  for  every  flight. 

A  growing  fleet  of  Unisys  custom- 
ers-including Northwest,  Air  FYance, 
All  Nippon  and  United-depends  on 
Unisys  for  essential  work  such  as  book- 
ing, departure  control,  operations 
scheduling,  yield  management  and 
more.  Recent  arrivals,  too-such  as  Air 
Canada,  Mexicana  Airlines  and  TAP- 
Air  Portugal-know  us  as  a  leader  in 
mission-critical  solutions  for  heavy- 
volume  computing  environments. 

Our  customers  know  that  the 
quality  of  our  solutions  reflects  not 
only  the  quality  of  our  technology  our 
services  and  our  industry  experi- 
ence-but ultimately  the  quality  of  our 

©1992  Unisys  Corporation 


comiuituieiil  lu  liie  custunier.  A  com- 
mitment that  lifts  Unisys  to  the  top  of 
customer  satisfaction  surveys  in  mar- 

U\iSYS 

We  make  it  happen. 


kels  as  demanding  as  Japan. 

Whether  you're  in  airlines,  bank- 
ing, government  or  telecommunica- 
tions, call  us  at  1-800-874-8647,  ext.  167 
Ask  how  Unisys  can  help  your  business 
gain  altitude  by  putting  your  systems 
on  solid  ground. 


airs 


THE  COURTS  I 


HELEN  BALICK'S  BAILIWICK 
IS  A  BACKWATER  NO  MORE 


The  Delaware  bankruptcy  judge's  load  includes  two  key  airlines 


In  hankruptcx'  court  circles,  it  has  l)e- 
(•(iiiie  the  sul)ject  of  an  amused  de- 
hate.  Which  .iud<?es  ai'e  more  over- 
worked—the ones  in  federal  bankruptcy 
court  in  New  York  City  or  the  ones  in 
Wilmington,  Del.?  The  colossal  bank- 
ruptcies of  Macy's,  LTV,  and  defunct  Pan 
Am  are  all  in  .Xew  York.  But  the  Dela- 
ware court  is  handling  Continental,  TWA, 
and  Columbia  Gas  Transmission,  to 
name  a  few.  There's  just  one 
difference:  In  New-  York, 
there  are  five  judges  to  split 
the  caseload.  In  Wilmington, 
there's  just  one,  U.  S.  Bank- 
ruptcy Court  Judge  Helen  S. 
Balick.  Her  singular,  albeit 
overworked,  position  makes 
her  one  of  the  most  jjowerfiil 
judges  in  the  country. 

Balick's  court  was  once  a 
relative  backwater.  But  the 
bill  has  come  due  for  many 
overleveraged  companies  of 
the  high-flying  '80s  and  oth- 
ers caught  in  the  '90s  down- 
turn. In  overseeing  the  reor- 
ganization efforts  of  both 
Continental  Airlines  Inc.  and 
Ti'ans  Worlfl  Airlines  Inc.,  Ba- 
lick presides  o\'er  the  fate  of 
one-fifth  of  the  entire  U.  S. 
airline  industry.  And  Columbia 
Gas  Transmission  Corp..  with 
S6  liillion  in  assets,  is  among 
the  iiiggest  banki'Ui)tcies  ever. 


In  all,  the  lone  Delaware  l)ankrui)tcy 
judge  presides  over  3,700  l)anki'ui)tcies— 
nine  of  them  megacases,  involving  corjx)- 
rations  with  more  than  SI  billion  in  as- 
sets. "Believe  me,  I'd  be  much  happier  if 
each  judge  up  there  had  more  than  I 
ha\  i-."  she  says.  "I  didn't  ask  for  this." 
SUMMER  HAVOC.  But  liankrujjt  compa- 
nies certainly  ask  for  lu*r.  Balick  has  a 
reputation  as  a  "debtor's  jurlge,"  whose 
lil)eral  interpretations  of  l:)anki"uptcy  law 
genei'ally  favf>r  the  l)anki-ui»t  comi)any 
over  its  creditors.  That's  why  com])a- 
nies  incorporated  in  Delaware  often 
choose  to  file  there  insteafl  of  wherever 
they  are  headcjuartered.  Balick's  philos- 
ophy is  to  aim  for  the  speediest  pos- 
sible reorganization. 

Yet  at  times,  her  efforts  on  behalf  of 


del)tors  have  been  rebuffed.  In  1991,  she 
stumierl  the  airline  industry  with  a  con- 
troversial ruling  that  blocked  certain 
lessors  from  recovering  planes  even  if 
Continental  quit  making  payments.  Her 
ruling  was  overtunied  l^y  a  higher  com-t. 

These  days,  TW.A  and  Continental  are 
clamoring  for  much  of  her  attention. 
Both  cases  are  unusual  in  one  respect: 
Normally,  the  protective  refuge  of  Chap- 


Drama  is  high  in  TWA's  ease,  tc 
Balick  recently  granted  approval  for  i 
emergency  $100  million  loan.  And  si 
has  also  given  i)i-eliminai'y  approval  to 
plan  that  would  let  employees  and  ere 
itors  take  control  of  the  airline  fro 
owner  Carl  C.  Icahn.  Still,  as  Tm's  trc 
hies  scare  ti'avelers  away,  many  obser 
ers  wonder  whether  Balick  will  see  tl 
airline  through  reorganization. 

Lawyers  say  Balick  rules  with  a  w: 
wit  and  unusual  dispatch.  She  calls  h( 
self  "the  last  of  a  dying  breed"— tho 
who  were  admitted  to  law  school  wit 
out  ever  attending  college.  She  earni 
her  degi'ee  fi'om  the  Dickinson  School 
Law  in  1966.  Not  that  she  was  unpi 
pared  before  that:  Balick  spent  her  la 
teen  years  as  a  legal  secretary  and  i 
mains  a  whiz  at  legal  shorthand,  whi 
helps  her  render  decisions  from  t! 
Ijench.  Her  collection  of  animal-shapi 


SOME  OF  JUDGE 
BALICK'S  MEGA-CASES 

CONTINENTAL  AIRLINES  Mcuston 

based  carrier  needs  approval  for 
investment  by  Air  Canada  and  Texas 
investors  before  it  can  reorganize 

TRANS  WORLD  AIRLINES  Restructuring 
of  this  deeply  troubled  carrier  would 
involve  ouster  of  owner  Carl  Icahn 
and  equity  stake  for  employees 

COLUMBIA  GAS  TRANSMISSION  Law 

suits  by  creditors  and  delays  involving 
4,500  claims  hove  bogged  down 
reorganization  efforts 

BUCKHEAD  AMERICAN  Formerly  Days 
Inns  of  America;  has  since  sold  its 
brand  name  and  assets  to  Hospitality 
Franchise  Systems 

DATA  6W 


ter  11  restores  some  measure  of  calm 
for  distressed  companies.  But  constant 
airfare  wars  have  created  a  highly  mi- 
predictable  env1r(^nment.  Just  when  TW'A 
l)uilt  a  niche  attracting  penny-pinching 
busine.ss  travelers,  American  Airlines 
set  a  new  pricing  structure  that  exi)lod- 
ed  the  strategy.  Continental  had  to  aban- 
don a  reorganization  plan  submitted  in 
February  after  a  half-])rice  fare  war  last 
summer  w'reaked  havoc  with  its  plan. 

Now,  Continental  ajjpears  I'eady  to 
fly.  Balick  should  rule  by  January  on 
its  reorganization  plan,  which  includes  a 
$450  million  infusion  from  Air  Canada 
and  an  inve.stor  group.  Ailing  Air  Cana- 
da is  hardly  a  strong  rescuer.  But  most 
observers  feel  Balick  will  side  with  Con- 
tinental and  api)rove  the  match. 


pai.ierweights  in  her  chambers  reveal 
childlike  side.  But  she  is  not  above  pi 
ing  the  stern  elder  ("I'll  never  see 
again"  is  all  she'll  reveal),  chiding  bid- 
ing lawyers  with:  "Now,  children  . . 

However  heavy  her  caseload,  Ba 
and  hei-  husbanfl.  Bernard,  a  state  juc 
manage  to  safeguard  one  day  a  w 
for  themselves.  Every  Saturday,  t 
pack  Brindle,  their  boxer-pit  bull,  in 
car  and  set  off  to  explore  some  i 
s})ot  in  nearby  states.  "I  would  lovt 
have  a  two-week  vacation  and  not  cc 
back,"  she  laughs.  Given  the  num 
and  complexity  of  the  ca.ses  on  her  d< 
et,  she  may  have  to  wait  until  Dec 
her,  1999,  when  her  commission  expi 

By  Rita  Kutz  Farrell  in  Wibning 
Dei,  and  Andrea  Rothman  in  A'Cir  i 
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LEGAL 


3.  ANSWERING 
MACHINE 


WHEN  YOU'RE  DOING 
THE  WORK  OF  TWO  PEOPLE 
YOU  NEEDA  FAX  MACHINE  THAT 
DOESTHEWORKOFFOUR. 


Panasonic  Introduces  the  Plain 
Paper  Laser  Fax  with  built-in 
answering  machine,  telephone 
and  personal  copier. 

As  the  boss,  you  can't 
expect  everyone  to  work  as 
hard  as  you  do.  But  there  is  one 
thing  that  works  four  times  harder 
The  new  Panasonic  KX-F5000 
Plain  Paper/Laser  Fax  Machine. 
1.  It  sends  and  receives  faxes 
for  you.  Using  standard  plain 
paper,  its  laser  printing  system 
produces  excellent  reproduction 
of  photographs,  artwork  and  half- 
tones. And  the  toner,  drum  and 
developer  are  combined  in  one 
easy-to-change  cartridge.  2.  It 
makes  high-quality  copies.  Its 
personal  laser  copier  has  a  20- 
page  document  feeder  and  a 
250-page  paper  cassette.  That 
makes  it  easy  to  copy  or  fax  multi- 
ple-page documents.  3.  It  takes 
messages.  Its  answering  machine 
can  be  operated  remotely  from  any 
tone  phone.  So  you  can  be  in  touch 
even  when  you're  out.  4.  It  man- 
ages  all  your  calls.  The  integrat- 
ed telephone  has  120  auto  dial 
stations  and  auto  re-dial. 
Panasonic  will  even  do  a  5th  job. 
Our  Fax  Advantage  program  lets 
you  call  a  toll-free  hot  line  for  quick 
technical  assistance  and  in-warranty 
replacement  if  you  ever  need  it.* 

To  do  all  the  work  that  has  to  be 
done  at  your  office,  you  need  four 
hands  or  two  helpers  or  one 
Panasonic  KX-F5000. 

'Consult  your  dealer  anrJ  the  warranty  for  details 


3-in-1  cartridge  makes 
replacing  toner  drum  and 
developer  easy,  clean  and  last 


Panasonic* 

just  slightly  ahead  of  our  timef 


HP  \  ectra  486N  Specifications 

•  -;2-bit  Intel  SX-  DX  and  DX2  pixKfssors  at  25.      50  and  66  MHz 

•  i  MB  R-VNI.  expandable  to  4S  MB 

•  L<.Tca]  bus  integrated  Lltra  \"("iA-  \~ideo  with  graphics  accelerators 

•  ^5-430  MB  hard  drive 

•  3.5"  floppy  dri\'e 

•  Three  16-bit  e.xpansion  slots 

•  ROM-based  internal  diagnostic  and  system  guide 

•  Integrated  Hash  BIOS  and  boot-RO^^ 

•  Multile\el  hardware  security 

•  t  hif)-upgradable 


•s^^ges^eii  V  S  pnc«<ft>rHP4So  25N  a.-? -!  HP  iS^  -"^^'V  V'-.'.^'.  :  Pr^  Mrvnjtor  ntx  included.  Microsofi  is  a  US  registered  tradejnailc 
G.-rT->rai;on  The  Intel  Inside  logo  IS  a  L'.S         -  .--  -     :  1992  Hewlen-Packaid  Company  PPG-6.36 


^ow  we're  calling  the  shots. 


'hose  cheap  PCs  don't  stand  a 
hance.  Hewlett-Packard  has  intro- 
uced  486  models  starting  at  under 
l,200f  With  prices  of  our  entire  line 
f  HP  486  and  386  PCs  down  as  much 
s  42%  in  the  last  9  months. 

'Ut  our  low  prices  have  not  come  at 
le  expense  of  quality,  performance 
r  the  features  you  want. 

b  scream  through  those  high- 
owered  Microsoft*  Windows  and 
AD  projects,  our  revolutionary 
)cal-bus  technology  and  fast  graphics 
ccelerators  really  fly.  And,  with 


true  multivendor  compatibility, 
HP  PCs  fit  easily  into  your  computer 
environment. 

We've  also  made  big  advances  on  the 
networking  fi-ont.  Many  models  come 
with  preinstalled  network  interface 
cards  and  boot-ROMs.  And,  of  course, 
HP  PCs  are  fully  tested  and  certified 
with  all  the  major  NOSes. 

Our  security  features  are  so  conveni- 
ent your  people  will  actually  use  them. 
And  our  486  desktop  PCs  are  chip- 
upgradable.  So  you  can  count  on 
always  having  the  latest  and  greatest. 


All  this  for  as  little  as  $1,200!  And  for 
a  few  hundred  dollars  more,  we'll  throw 
in  a  hard  drive  with  preinstalled  DOS 
5.0,  Windows  3.1  and  a  mouse. 

To  be  a  winner  in  the  price  wars, 
call  1-800-752-0900,  Ext.  7094  for 
your  nearest  HP  PC  dealer  Or  call 
1-800-964-1602  for  immediate 
details.  Then  start  calling  the  shots. 


HEWLETT 
PACKARD 


inance 


MONEY  MANAGEMENTI 


IN  HOT  PURSUIT  OF 
FAT  PENSION  PURSES 


Competition  to  manage  soai"ing  401(k)  plan  assets  is  intense 


In  just  a  few  short  years,  the  tax 
advantaged,  employer-assisted 
401(k)  retirement  plan  has  be 
come  the  hottest  employee  bene 
fit  around.   Some   15  million 
workers  sock  away  thousands 
of  dollars  a  year  apiece.  Sali- 
vating over  the  prospect  of 
managing  all  that  cash,  the  fi- 
nancial-services industry  has 
become   a   battleground  as 
banks,   insurers,   and  mutual- 
fund  companies  fight  for  the 
business.   And   while  mutual 
funds    are   gaining   the  most 
ground,  the  war  isn't  over. 

The  average  balance  in  401(k) 
plans  at  major  companies  has 
soared  from  just  under  $9,000  to 
nearly  $30,000  in  the  past  five 
years.  Assets  under  401(k)  man- 
agement are  expected  to  grow 
from  $290  billion  this  year  to  $441 
billion  by  1995.  Investing  and  mon- 
itoring those  nest  eggs  generates 
juicy  fees:  According  to  Hartford 
based  consultants  Access  Research  Inc 
total  revenues  for  providers  of  401(k) 
plans  come  to  about  $1.5  billion  and 
could  grow  to  $5  billion  by  decade's  end. 

Money  managers  are  increasingly  reli- 
ant on  401(k)  money.  "It  represents 
about  759^  to  80??  of  our  total  institution- 
al business,"  says  Vanguard  Group  Se- 
nior Vice-President  James  H.  Gately.  No 
wonder  there's  a  marketing  war  for  new 
accounts.  "I'm  being  bombarded  left  and 
right"  with  sales  pitches,  says  Ellen 
Foody,  benefits  director  at  Greenville 
(S.  C.)  textile  company  Delta  Woodside 
Industries  Inc. 
'REVOLUTION.'  Named 
for  a  section  of  the  In- 
ternal Revenue  Service 
Code,  401(k)  plans  cur- 
rently let  employees 
save  "  up  to  $8,728  of 
their  pretax  income  to- 
ward retirement.  Com- 
panies typically  match 
the  contributions  by  at 
least  507f ,  which  is  fully 
tax   deductible.  This 


saves  them  billions  compared  with  de- 
fined-benefit  plans.  And  employees  get 
the  dual  benefit  of  tax  deferral  and  com- 
pany matching. 

Companies  are  inviting  more  sophisti- 
cated and  active  money  managers  to 
compete  for  their  401(k)  business.  A  new 
Labor  Dept.  regulation  requires  employ- 
ers to  offer  at  least  three  diversified 
investment  options,  to  educate  employ- 
ees about  those  options,  to  disclose  re- 
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401  (K)  ASSETS  ARE 
SKYROCKETING... 


...SPARKING  A  BATTLE  TO 
MANAGE  THE  MONEY 


MARKET  SHARE  OF  THE 
MANAGEMENT  OF  401(K) 
PLAN  ASSETS 


BANKS 


MUTUAL 
FUNDS 


suits  regularly,  and  to  allow  freque 
asset-allocation  changes. 

Employees  will  be  the  main  benefic: 
ries.  They  are  already  seeing  vast  ai 
rapid  changes  in  the  makeup  of  th( 
plans,  with  more  investment  choice 
more  information,  and  more  contn 
"There's  a  revolution  going  on  in  terr 
of  the  way  these  plans  are  being  offen 
to  employees,"  says  Bankers  Trust  C 
Managing  Director  Allan  C.  Martin. 

But  employers  win,  too.  On  the  oi 
hand,  they  can  unload  the  administrati 
headache  of  running  the  plans.  At  tl 
same  time,  they  can  shift  more  of  tl 
expenses  to  their  workers,  because  tl 
fees  paid  to  outside  plan  providers  cor 
out  of  employees'  annual  returns. 
The  big  mutual-fund  companies,  su^ 
as  Vanguard,  T.  Rowe  Price,  and  I 
delity  Investments,  have  set  tl 
tone  in  this  competition.  Th( 
brought  their  retail-marketii 
moxie  to  a  historically  conserv 
five  business.  Insurance  comp 
nies  had  an  early  grip  on  401( 
business,  since  they  underwro 
the  guaranteed  investment  co 
tracts  that  used  to  be  the  st 
pie  of  most  401(k)  plans.  I 
deed,  participants  in  tl 
plans  still  invest  most 
their  money  in  fixed-incon 
products  such  as  GICs. 
FRANTIC  INSURERS.  But  hig 
ly  publicized  problems  ; 
some  life  insurers — and  decli 
ing  returns  on  interest-rat 
based  products — are  prodding  401( 
investors  to  switch  more  of  their  mom 
into  stock  funds.  "Plans  traditional 
have  been  dominated  by  company  sto( 
and  GICs,"  says  Richard  N.  Pallan,  s 
nior  managing  director  at  Putnam  Cc 
"That's  not  an  appropriate  asset  alloc 
tion  for  younger  investors."  As  mo 
participants  want  to  invest  in  securitie 
the  old  insurers  could  lose  big.  The  m 
tual  funds  can  provide  daily  valuation  < 
account  balances,  toll-free  telephor 
switching  among  investments,  and  cu 
tomer  service.  Their  approach  h; 
worked:  In  1987,  they  commanded  a  9 
share  of  all  401(k)  money.  By  1992,  th, 
had  reached  ar 
by  1997  it  is  forecast 
hit  2T/'  (chart). 

But  competitors  a 
fighting  back.  Some  i 
surers  are  changir 
their  conservative  way| 
Aetna  Life  &  Casualt 
for  example,  is  buildir 
up  its  mutual  funds 
compete  more  aggre 
sively.  Sun  Life  of  Ca 
ada,  meanwhile,  is  f 
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linj;'  (111  i.-Mm|i;uii('s  uilli  IV'WiT  lliaii 
I  einpluyees.  That's  a  hig'h-g'i'owth 
he:  While  more  than  9  out  of  10  very 
ge  companies  offer  401(k)  plans,  few- 
than  a  third  of  small  companies  do. 
ihearson  Lehman  Bros.  Inc.  recently 
n  Labor  Dept.  approval  to  offer  spe- 
c  investment  advice — such  as  how 
ch  to  invest  in  bonds  or  stocks — to  its 
(k)  participants.  "Over  the  next  de- 
le, we'll  see  most  of  this  country's 
(k)  business  in  the  hands  of  a  few  big 
n  managers  who  can  do  it  all — fund 
nagement,  employee  education,  in- 
tment  advice,  and  help  with  distribu- 
1  deci.«ions,"  says  Jeffrey  M.  Miller. 
;arson's  director  of  retirement  plan 
vices. 

•TTY  PACKAGES.  Benefits  consultants 
ildn't  agree  less.  They  are  battling 
one-stop  providers  by  arguing  that 
risky  for  a  company  to  use  one  outfit 
all  of  its  needs,  from  record-keeping 
money  management.  The  consultants 
pushing  "alliances"  that  couple  their 
ninistrative  ser\'ices  with  a  smorgas- 
■d  of  investments.  Benefits  manager 
)dy  explains  why  she  is  leery  of  sign- 
up with  just  one  provider:  "A  lot  of 
se  groups  are  coming  at  us  with  a 
idled  package,"  she  says.  "I  feel  un- 
y  letting  them  take  over  everything." 
Vn  alliance  arrangement  appealed  to 
miinum  Co.  of  America.  When  Alcoa 
"oduced  its  401(k)  in  1985,  there  were 
t  three  investment  options:  a  fixed- 
ame  fund,  a  company  stock  fund,  and 
jtock  fund  indexed  to  the  S&P  500. 
it  will  change  on  Jan.  1,  when  Alcoa 
1  begin  using  consultant  Hewitt  Asso- 
tes  for  administration  and  bookkeep- 
,  Mellon  Bank  Corp.  as  trustee,  and 
pital  Management  Corp.  as  money 
nager.  Employees'  three  investment 
•ices  will  grow  to  six,  including  one 
id  that  invests  in  growth  stocks  and 
)ther  in  global  equities. 
Use  thanks  to  the  alliance,  Alcoa  em- 
yees  will  notice  some  state-of-the-art 
inges  in  processing,  because  Hewitt, 
lion,  and  Capital  will  share  one  main- 
me  data  base  for  401(k)  management, 
iviously,  workers  had  to  change  their 
estment-choice  allocations  by  the  20th 
a  given  month,  then  wait  nearly  two 
eks  for  them  to  take  effect.  Now,  Al- 
.ns  can  submit  changes  by  4  p.m.  on 
'  given  day  and  see  the  results  the 
■y  next  day. 

''he  battle  over  401(k)  money  doesn't 
p  when  savers  retire.  In  addition  to 
ning  up  companies,  money  managers 
nt  to  get  their  hooks  into  the  employ- 

themselves,  so  that  retirees  will  stay 
al.  At  the  rate  today's  401(k)  plans 

growing,  their  nest  eggs  will  just 
:p  getting  more  alluring. 
?2/  Tim  Smart  in  Ncir  Haven,  Maria 
llory    in    Piltsbu  rg/i,    and  Karen 
irston  in  Atlanta 


TRADING  I 


TRADERS 
IN  A  TRANCE 


Some  Wall  Streeters  are  giving 
hypnosis  a  go.  Can't  hurt,  right? 


First  the  wave  hit  Raj  K.  Bhatia, 
currency  trader.  It  was  like  an 
ocean  wave,  and  it  washed  out  of 
him  all  of  the  stress,  all  of  the  anxiety, 
all  of  the  tensions  that  come  from  gaz- 
ing at  computer  screens  and  making  de- 
cisions and  buying  and  selling.  Then  he 
walked  into  a  garden,  and  it  was  the 
most  beautiful  place  he  could  imagine. 
He  remembered  how  it  was  to  be  a  child, 
and  to  feel  a  blade  of  grass.  He  curled 
up  beside  gently  gurgling  waters,  and 
he  felt  the  comfort  of 
the  earth  beneath  him. 

"Earth,  air,  sun,  wa- 
ter, all  combine  their  pri- 
mal forces  to  give  you 
courage,  strength,  and 
confidence,"  said  Ruth 
Roosevelt,  hypnotist.  It 
was  a  chilly  Thursday  in 
early  November,  and 
Bhatia  was  reclining,  ap- 
parently dead  to  the 
world,  on  a  couch  in  her 
lower  Manhattan  office. 
"Now,  Raj,"  she  contin- 
ued, "you  know  you 
have  done  your  home- 
work well,  as  you  have 
throughout  life,  and  you 
have  developed  systems 


SAYS  ONE 
MANHATTAN 

BROKER: 
'[HYPNOSIS] 
CURBED  MY 
MPULSIVENESS 
AS  A  STOCK 
TRADER' 


for  trading  curren- 
cies. . . .  You  can 
change  the  system, 
but  at  any  given  time 
you  can  trust  the  sys- 
tem, because  you  have 
done  your  home- 
work .  .  ." 

BIG  FREEZE.  Welcome 
to  the  Wall  Street 
Hypnosis  Center.  Yes, 
a  controversial  thera- 
peutic technique  that 
has  gained  acceptance 
over  the  years,  usual- 
ly to  help  people  do 
things  like  quit  smok- 
ing and  lose  weight,  is 
finding  a  new  clientele 
amid  the  canyons  of 
Wall  Street.  Traders 
may  smoke  them- 
selves blue  and  over- 
eat to  the  point  of  ex- 
plosion; that's  usually 
0.  K.  so  long  as  they  are  making  money. 
But  all  too  often  they  will  freeze 
at  the  trigger,  and  a  gyrating  market 
blasts  them  to  bits  like  an  Old  West 
gunslinger. 

The  problem  is  fundamental  and  can 
be  found  among  even  the  best  traders: 
They  are  human  beings.  As  such,  they 
have  emotions  that  get  in  the  way  of 
their  ability  to  coldly  and  swiftly  commit 
or  withdraw  cash  in  the  markets.  "Your 
stored-up  emotions  can  make  you  be- 
have in  a  fearful  way.  You  might  be 
unable  to  trade  at  all,"  remarks  Van  K. 
Tharp,  a  North  Carolina  psychologist 
who  specializes  in  counseling  traders. 

In  hypnosis,  the  subject  is  put  in  a 
trance,  then  gently  coaxed  into  a  "post- 
hypnotic" course  of  action  upon  awaken- 
ing. Some  psychologists  are  skeptical 
about  the  value  of  hypnotherapy.  Tharp, 
for  one,  favors  other  forms  of  treatment 
for  troubled  traders — but  he  acknowl- 
edges that  hypnosis  can  be  effective  in 
the  hands  of  a  skilled  practitioner. 

Roosevelt  is  an  old 
hand  at  both  hypnosis 
and  futures.  Her  fasci- 
nation with  the  former 
began  at  age  12 — when 
her  mother  warned  her 
that  "there  was  some- 
thing called  hypnosis, 
and  don't  let  anyone 
ever  hypnotize  you." 
Roosevelt — the  name  is 
from  her  former  mar- 
riage to  a  grandson  of 
Franklin  Delano  Roose- 
velt— graduated  from 
law  school  and  worked 
on  the  Street,  first  as  a 
broker  and  later  as  a  fu- 
tures trader  at  Pruden- 
tial Securities  Inc.  Four 


Ij 


■nance 


years  ago,  while  still  plying  her  trades 
on  the  Street,  she  was  certified  as  a 
hypnotist  and  "practitioner  of  neuro-lin- 
guistic  programming"  (a  form  of  hypno- 
tism) by  the  New  York  Training  Insti- 
tute for  Neuro-Linguistic  Programming. 
She  went  into  mesmerizing  full-time 
only  recently,  after  leaving  Prudential. 

Her  clientele  is  small  but  loyal,  and 
the  ones  who  would  talk  offered  up 
glowing  testimonials.  For  example: 
"[Hypnosis]  curbed  my  impulsiveness  as 
a  stock  trader,"  says  one  client,  Kath- 
leen M.  Cuomo,  president  of  Equities 
Trading  Corp.,  a  Manhattan  brokerage. 
"Sometimes  things  get  pretty  hectic 
around  here,  and  it's  easy  to  trade  with- 
out really  thinking." 

For  Bhatia,  the  problem  isn't  impul- 
siveness but  the  opposite — overcaution. 
He  is  president  of  New  Generation  Capi- 
tal Management  Corp.,  a  small  futures- 
trading  boutique  in  New  Jersey.  Bhatia 
bases  his  trades  on  a  computerized  trad- 
ing program  that  he  designed  himself. 
In  September,  when  the  British  pound 
collapsed,  his  program  worked — but  his 
nerve  failed.  He  shorted  the  pound  at 
$1.94;  it  eventually  fell  to  $1.50,  but  he 
covered  at  $1.85  even  though  his  trading 
system  predicted  that  the  best  was  yet 
to  come.  "There  was  no  reason  to  go  out 
of  it,"  Bhatia  recalls,  "except  that  there 
was  all  that  money  on  the  table,  so  why 
not  take  it?"  He  went  short  again  at  a 
lower  price  but  lost  some  $90,000  be- 
cause of  his  temporary  lapse  of  will. 
'FEEi  THE  CHAIR.'  Bhatia  sees  Roosevelt 
about  once  a  week  and  pays  $100  per 
hour-or-so  session.  Recently,  in  his 
fourth  session,  he  was  transported  back 
to  the  trading  room.  "Feel  the  chair  be- 
neath you,"  said  Roosevelt.  "You  hear 
the  beep,  and  you  see  the  signal,  and 
you  feel  good  about  it,  and  you  pick  up 
the  phone,  and  you  put  in  the  order.  Do 
it  now — hear  the  beep,  see  the  signal, 
see  what  it  is  telling  you  to  do,  pick  up 
the  phone,  and  enter  the  order.  Each 
time  you  do  it,  it  gets  easier  and  easi- 
er. .  .  .  Whenever  you  touch  your  thumb 
to  your  forefinger,  a  feeling  of  confi- 
dence will  suffuse  your  being." 

Well. .  .  it's  starting  to  work  for  Bha- 
tia and  is  already  saving  Cuomo,  she 
says,  from  her  own  impetuousness.  Hyp- 
nosis has  persuaded  her  not  to  trade 
beyond  her  means  and  to  stay  out  of  the 
risky  options  market,  even  though  she 
relishes  the  action  there.  And  when  the 
trading  craziness  begin.s — "I  just  snap 
my  fingers,"  says  Cuomo,  "and  say  to 
myself,  'Am  I  stressed,  or  am  I  alert?'  " 
It's  all  a  byproduct  of  that  beautiful  gar- 
den— and  on  Wall  Street,  nothing  is 
more  comforting  than  a  gently  gurgling 
stream  of  profits. 

By  Gartj  H-V/.s-.s  in  New  York 
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DID  GRAHAM  INFLATE 
RETURNS  AND  SIPHON 
OFF  INVESTOR  PROFITS? 
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Return  'them  to  the  Partnerships  for  use 
distributions,  etc. 


in 


Retain  for  future  bonuses. 
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FRESH  RUE 
FOR  THE  PRU? 


New  documents  could  unsettle  a  settlement  against  its  brokerag 


For  Prudential  Securities  Inc.,  the 
settlement  was  great  news.  For 
years,  the  brokerage  subsidiary  of 
Prudential  Insurance  Co.  of  America  has 
been  plagued  with  class  actions  by  an- 
gry investors  who  alleged  the  firm  had 
committed  fraud  in  selling  interests  in 
limited  partnerships  throughout  the 
1980s.  On  Nov.  16,  Prudential  Securities 
and  Graham  Resources  Inc.,  a  Covington 
(La.)  energy  company,  reached  a  deal 
with  plaintiffs  in  one  of  the  largest  and 
potentially  most  damaging  suits.  They 
agreed  to  pay  $37  million  to  120,000  in- 
vestors who  had  bought  $1.4(i  billion 
worth  of  interests  in  35  separate  Pru- 
Bache  Energy  Income  funds,  just  1.9$ 
per  dollar  of  their  original  investment. 
"We  got  a  good  settlement,"  insists  lead 
plaintiff  counsel  Edward  A.  Grossmann. 
"There  are  no  guarantees  we  would 


have  won  at  a  trial  years  down  t 
road."  Plaintiffs'  attorneys  are  aski 
for  a  25'/'  cut. 

But  the  proposed  settlement  may  i 
be  the  end  of  the  matter.  Internal  G 
ham  documents,  which  BUSINESS  WEi 
recently  received  from  anonymo 
sources,  contain  evidence  of  potentia 
serious  wrongdoing  by  Graham  tl 
goes  beyond  allegations  in  existing  Ie 
suits.  They  suggest  that  Graham  exe 
fives  may  have  inflated  reported  retui 
to  investors — and  siphoned  off  investo 
profits  to  themselves.  Investors  w 
don't  want  to  accept  the  settlement  mi 
opt  out  by  Jan.  22  and  can  initiate  in 
pendent  actions.  The  documents  a 
could  be  of  interest  to  U.  S.  Distr 
Court  Judge  Marcel  Livaudais  Jr.,  v. 
will  rule  on  Feb.  9  whether  the  setl 
nient  should  be  approved. 


88  BUSINESS  WEEK/NOVEMBER  30,  1992 


FIN 


Pru  Sfciirilies  spokfsmaii  William  J. 
inearn  says  any  comment  on  the  docu- 
Mints  should  come  from  Graham.  "We 
lly  first  saw  them  several  weeks  ago," 
1/s  Ahearn.  Graham  Resources  Chair- 
jin  John  J.  Graham  declined  to  com- 
['int  on  them.  And  attorney  Grossmann 
I' n't  view  the  documents  as  an  impedi- 

nt  to  si'ttlin,!^. 

CK  RETURNS.  Tlie  current  settlement 

0  seems  beneficial  to  Graham,  which 
4.97f  owned  by  Prudential  Insurance, 
der  its  terms,  all  35  partnerships  will 
"rolled  up"  into  a  new  firm,  Graham 
ergy  Resources  Inc.  Graham  execu- 
3S  will  maintain  day-to-day  control.  A 
V  board  of  directors,  including  three 
iham  executives,  will  have  the  power 
ieW  the  company's  assets  or  operate  it 
ependently.  John  Graham  will  receive 
5,000  a  year  as  chief  executive. 

'he  new  documents  could  jeopardize 
se  arrangements.  In  one,  dated  Jan. 
1985  (illustration),  Graham's  chief  ad- 
listrative  officer,  Mark  W.  Files,  out- 
'd  a  plan  to  artificially  maintain  a  15% 
■out  rate  on  the  first  three  energy 
ds.  Returns  had  fallen  below  15'/', 

1  Files  suggested  that  Graham  resort 
oank  loans  to  finance  the  difference, 
^ood  track  record  from  the  first  ener- 
funds  was  crucial  in  attracting  inves- 
5  to  later  funds.  Files  was  not  avail- 
?  for  comment. 

uch  a  strategy,  if  implemented,  may 
;e  questions  about  whether  it  was  ad- 
ately  disclosed  to  investors.  Files's 
no  indicates  that  an  effort  might  be 
:le  to  "camouflage"  the  source  of  the 
outs  from  executives  at  Prudential- 
•he  Securities.  The  memo  said  Gra- 
1  should  "ask  'forgiveness  rather 
n  permission'  if  Pru-Bache  sees 
)Ugh  the  borrowing  plan." 
'iles's  memo  suggested  the  payouts 
Id  be  bolstered  by  what  he  referred 
IS  "unexpended  capital,"  presumably 
ley  collected  from  investors.  In  ef- 
,  he  would  be  giving  investors  back 
r  own  money  disguised  as  a  superior 
out  rate.  Says  a  former  Pru  Securi- 
broker  who  read  the  memo:  "It  was 
onzi  scheme  right  from  the  start." 
July  19,  1985,  letter  to  Graham  exec- 
e  Anton  H.  Rice  III,  obtained  by 
INESS  WEEK,  suggests  that  both  Pru- 
tial  Insurance  and  Pru  Securities 
e  aware  that  distribution  rates  were 
ig  inflated.  Written  by  Matthew  J. 
nin,  a  Prudential  managing  director, 
1  a  copy  to  a  Pru-Bache  executive, 
letter  agreed  with  a  plan  for  Graham 
idvance  its  own  cash  to  maintain  a 
payout  rate  in  three  of  the  funds.  A 
dential  spokesman  says  Chanin's  let- 
was  intended  to  authorize  "anticipat- 
layout  levels  based  on  [the  then]  cur- 
oil  and  gas  price  levels." 
1  another  Graham  memo,  dated  Dec. 
1987,  to  Graliam  and  Rice,  Files  said 


he  had  "s([uirrele(l  away"  $2.6  million  in 
excess  cash  and  wanted  to  know  what  to 
do  with  it.  It  listed  three  options:  return 
the  money  to  investors;  keep  it  for  bo- 
nuses; or  transfer  it  to  the  "rabbi  trust," 
a  retirement  plan  for  Graham  execu- 
tives. Asked  about  the  memo,  John  Gra- 
ham declined  to  say  where  the  scpiir- 
reled  funds  came  from  or  ended  up.  "To 
talk  al)Out  any  one  of  the  documents  out 
of  context  would  not  be  fair,"  he  says. 
Rice  could  not  be  reached  for  comment. 

Graham  has  recently  encountered 
troubles  with  regulators.  In  October,  the 
National  Association  of  Securities  Deal- 
ers (N.VSDI  fined  Graham's  securities  unit 
$250,000  for  several  securities  violations 
and  expelled  it  from  the  NASD.  Graham 
didn't  admit  or  deny  the  charges. 


So  far,  Pru  Securities  has  avoided  reg- 
ulatory problems.  But  due  to  Prudential 
Insurance's  4.9' v  stake  in  Graham,  the 
actions  of  Prudential  and  Graham  execu- 
tives may  figure  in  ongoing  X.ASD  and 
Securities  &  Exchange  Commission 
probes  into  Pru  Securities'  limited-part- 
nership sales  practices. 

Investors  are  now  deciding  whether  to 
accept  the  settlement  or  pursue  indepen- 
dent litigation.  Houston  attorney  George 
M.  Fleming  will  recommend  that  his 
1,300  clients  opt  out  of  the  settlement. 
"I'm  not  impressed,"  he  says.  Others 
will  argue  at  the  Feb.  9  settlement  hear- 
ing that  it  is  unfair.  But  unless  Judge 
Livaudais  knocks  it  down,  that's  what 
most  investors  will  have  to  live  with. 

By  Chuck  Haickins  in  Atlanta 


BANKING  I 


BANKS  THAT  BELIEVE  IN  MANY 
TOWNS  CALLED  HOPE 


Community  development  banks  have  an  advocate  in  Clinton 


Four  years  ago,  J.  David  Hair  was 
getting  nowhere  in  his  attempts  to 
persuade  local  bankers  in  Hot 
Springs,  Ark.,  to  take  a  flyer  on  his 
fledgling  business,  K-Tech  Inc.  The  50- 
year-old  chemist's  luck  changed,  howev- 
er, when  he  visited  Southern  Develop- 
ment Bancorporation  in  nearby 
Arkadelphia. 

Impressed  by  the  entrepreneur's  pro- 
prietary method  of  making  wear-resis- 
tant ceramic  coatings  for  machinery. 
Southern  Development  agreed  to  pro- 
vide an  initial  $200,000, 
which  enabled  Hair  to 
launch  his  business  out 
of  two  Quonset  huts. 
"Everybody  else  want- 
ed to  put  in  $10,000  and 
make  a  zillion  dollars 
with  no  risk,"  recalls 
Hair.  "Southern  was 
willing  to  take  the  risk 
with  us." 

'MICROLOANS.'  That 
may  be  because  South- 
ern is  no  ordinary  com- 
mercial bank.  It's  one 
of  a  handful  of  commu- 
nity development  banks 
nationwide  whose  mis- 
sion is  to  stimulate  the 
economy  in  areas  where 
other  bankers  are  loath 
to  lend.  It  was  founded 
in  1988  with  $12  million 
in  startup  capital  from 
private  donors,  such  as 


ELK  HORN:  DOING 
WELL  BY  DOING  GOOD 
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the  Winthrop  Rockefeller  Foundation, 
that  were  eager  to  bring  jobs  to  rural 
Arkansas  and  were  willing  to  limit  their 
return  to  the  inflation  rate. 

The  idea  has  been  working  for  South- 
ern Development  as  well  as  for  David 
Hair.  In  1991,  Southern's  commercial 
bank  unit.  Elk  Horn  Bank  &  Trust  Co., 
posted  a  return  on  ecjuity  of  lO.eS'A,  well 
above  the  industry  average  of  7.84%.  As- 
sets and  net  income  have  been  growing 
steadily  (chart). 

Inspirational?  Sure.  But  there's  more 
to  the  story.  Little 
Southern  has  powerful 
friends.  President-elect 
Bill  Clinton  was  instru- 
mental in  setting  up  the 
bank,  and  Hillary  sits 
on  the  l)oard.  Her  for- 
mei-  law  firm  has  done 
legal  work  for  the  bank. 
Clinton  hopes  to  use 
Southern  as  a  model  for 
new-style  financial 
institutions  that  will 
pump  loans  into  de- 
pressed communities 
around  the  nation. 

During  the  campaign, 
Clinton  vowed  to  create 
100  community  develop- 
ment banks  as  well  as 
1,000  separate  "micro- 
loan"  programs  that 
make  small,  short-term 
loans  to  the  poor.  Banks 
such  as  Southern  "have 


inance 


helped  slu»\v  otlier  lenders  that  commu- 
nity lending'  can  be  done  i)rofitably,"says 
Marc  A.  Weiss,  a  Columbia  University 
professor  and  informal  Clinton  adviser. 

Development  banks  are  a  typically 
Clintonian  device  to  get  maximum  lever- 
age for  government  spending  through 
the  creation  of  public-private  partner- 
ships. IJndei'  his  jjroposal,  the  govern- 
ment would  he!])  launch  a  new  institu- 
tion by  providing  either  matching 
funds  or  tax  incentives  for  pri\ate  inves- 
tors. After  that,  the  venture  would  l)e  on 
its  own. 

Alreatly,  though,  the  mere  idea  of  gov- 
ernment-aided development  banks  is 
i-aising  the  hackles  of  commercial  bank- 
ers. They  aj-gue  the  concei.)t  could  turn 


under  the  Communitv  Reinvestment  Act 
of  1977. 

Southern  Development's  role  goes  be- 
yond mere  bank  lending.  To  hel])  launch 
Hair's  business.  Southern's  nonprofit 
venture-caijital  arm.  Southern  Ventures 
Inc.,  invested  $875,000 — in  exchange  for 
convertible  preferred  stock  worth  33''^  of 
K-Tech — that  allowed  the  chemist  to  be- 
gin purchasing  equipment.  Southern's 
Elk  Horn  Bank  &  Trust  and  an  affiliate 
came  in  afterward  with  a  loan  of 
$22r),()()0  for  machines  and  working  capi- 
tal. With  Hair's  business  having  out- 
grown the  Quonset  huts.  Southern's  real 
estate  development  arm.  Opportunity 
Lands  Corp.,  has  offered  a  $325,000  loan 
to  build  a  new  plant  that  will  allow  Hair 


relies  more  on  peer  pressure  than  ere 
evaluations  or  collateral  to  assure  rep; 
ment.  Good  Faith  groups  participai 
into  small  "borrowing  circles"  that  m( 
weekly  to  share  experiences — and  ; 
prove  any  loan  requests  by  membe 
No  group  member  can  apply  for  a  lar^ 
loan  as  long  as  any  other  member 
behind  on  his  or  her  payments. 
CAUTION.  Despite  Southern's  succe 
some  community  activists  questi 
whether  it  can  be  replicated  on  a  lar 
scale.  Other  development  banks  ha 
had  trouble  coming  up  with  a  lendi 
strategy  that  really  helps  their  comn 
nities.  South  Shore  Bank  of  Chicago,  t 
pioneer  in  the  field,  has  rejuvenat 
whole  blocks  of  south  Chicago  with 


■  'Everybody  else 
wanted  to  put  in 
$10,000  and  make 
a  zillion  dollars 
with  no  risk,'  says 
K-Tech's  Hair,  who 
is  now  expanding 
production. 
'Southern  was 
willing  to  take  the 
risk  with  us' 


into  another  Farm  Credit  System,  the 
federal  program  that  incurred  huge  de- 
faults on  agricultural  loans  in  the  early 
li)SOs  and  needed  a  temporary  infusion 
of  $4  billion  from  the  government. 
What's  more,  commercial  lenders  argue 
that  they  could  do  the  job  themselves 
were  it  not  for  the  regulatory  restric- 
tions that  they  contend  discourage  lend- 
ing to  riskier  borrowers.  "Why  not  un- 
leash the  present  banking  system  rather 
than  creating  a  new  and  parallel  sys- 
tem'.'" asks  Kenneth  A.  Guenther,  execu- 
tive vice-president  of  the  Independent 
Bankers  .4ssn. 

GOOD  FAITH.  Clinton  advisers  insist  that 
the  new  banks  would  complement,  not 
compete  with,  commercial  banks.  Indeed, 
some  aides  hope  existing  banks  would 
form  partnerships  with  the  new  commu- 
nity banks,  perhaps  buying  stock  in  the 
new  companies  to  meet  their  obligations 


to  expand  his  production  and  hire  five 
new  employees. 

Not  all  of  Southern's  programs  have 
worked  right  off  the  bat.  Southern's 
Good  Faith  Fund,  which  has  made 
$170,000  in  microloans  to  allow  iow-in- 
come  individuals  to  start  their  own  busi- 
nesses, racked  up  high  losses  early  on. 
"We  were  the  new  kids  on  the  block," 
aflmits  Good  Faith's  executive  director, 
Julia  Vindasius.  "Every  scam  artist  on 
the  block  took  advantage  of  the  fact  that 
we  would  work  with  them." 

To  discourage  fraud.  Good  Faith  re- 
duced initial  loans  from  $5,000  to  $1,200. 
And  would-be  borrowers  must  now  sit 
through  21  hours  of  instruction  in  basic 
business  skills.  That  has  helped  the  pro- 
gram cut  loan  losses  from  30'a  during 
that  first  year  to  just  3'a. 

The  Good  Faith  program,  modeled  af- 
ter the  Grameen  Bank  of  Bangladesh, 


housing-rehabilitation  loans,  but  it  spe 
years  in  a  mostly  futile  effort  to  h( 
small  businesses  take  root  in  the  neij^ 
borhood.  "If  [leople  have  the  idea  th 
they  can  come  in  a  neighborhood  a 
within  a  short  period  turn  around  a  [( 
pressed]  situation  that  has  taken  yea 
to  develop,  they're  wrong,"  reflec 
South  Shore  Senior  Vice-President  Jo. 
Shapiro. 

With  the  savings  and  loan  debac 
fresh  in  the  public's  mind  and  ma 
commercial  banks  facing  foreclosui 
Bill  Clinton  is  likely  to  move  cautious 
in  setting  up  a  new  and  potentially  ris, 
program.  But  down  the  road,  institutio 
such  as  Southern  could  be  useful  in  pi 
viding  financing  to  poor  but  worthy  b( 
rowers  who  have  been  ignored  for  yea 
by  conventional  lenders.  { 

Bi/  Deu)i  FoitsI  ill  Arkiidelphid,  Ar\ 
ii'ith  David  Givisiiig  in  Cliiaigo 
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amon,  a  major  provider  of  lab- 
oratory-testing services  to  the 
medical  profession,  may  soon 
ind  suitors  knocking  at  its  door.  Whis- 
ers  are  that  Damon  has  been  infor- 
lally  approached  by  financier  Ron 
'erelman  and  executives  of  a  Europe- 
n  drugmaker  to  discuss  a  merger  or 
cquisition. 

Perelman  is  chairman  and  21'  -  own- 
r  of  National  Health  Laboratories,  op- 

ator  of  1()  testing  labs  and  341  speci- 
len-collecting  stations.  If  it  were  to 

quire  Damon,  National  Health  would 
ecome  the  major  player  in  the  indus- 

y.  Damon,  which  has  been  growing 

cently  through  acquisitions,  now 
A'ns  12  regional  labs  in  the  U.  S.  and 

exico,  plus  50  smaller  labs  and  135 
)!lection  centers. 

Damon  Chairman  and  CEO  Rob  Ro- 
n  would  neither  confirm  nor  deny 
at  he  had  been  approached  by  Perel- 
an  or  others.  But  Joseph  Cohen,  who 
?ads  the  Garnet  Group — an  investor 
irtnership — and  owns  a  9.2%  stake, 
lys:  "Based  on  its  fundamentals,  Da- 
on  is  a  very  attractive  merger  target 
r  larger  domestic  and  foreign  compa- 
es."  And  National  Health  President 
id  CEO  Robert  Draper  says:  "We  are 
ways  looking  for  sensible  acquisi- 
)ns."  Perelman  denied  comment. 
¥IFT  REACTION.  Some  investors  have 
arted  to  react,  notes  one  New  York 
nd  manager.  "We  have  noticed  a 
/ell  of  corporate  buying  in  the  stock 
recent  weeks,  and  some,  we  believe, 
ive  emanated  from  overseas."  In  a 
erger,  Damon  "should  fetch  a  price 
85  to  38  a  share,"  this  pro  figures, 
ke  other  health-care  companies,  Da- 
on,  based  in  Needham  Heights, 
ass.,  has  taken  a  hit  since  summer, 
■ading  at  25  a  share  in  early  June,  it 
irted  slipping  in  July  and  by  mid- 
;tober  was  down  to  16.  Thanks  to  an 
rnings  turnaround,  the  stock  has 
iked  up  since,  rising  to'  21. 
Another  Damon  bull  is  Oppenheimer 
alyst  Glenn  Reicin,  who  rates  it  an 
ggressive  purchase"  despite  investor 
rvousness  toward  health-care  stocks, 
riven  its  projected  per-share  earnings 
owth  of  35'/!  ,  Damon  is  dirt  cheap," 
ys  Reicin.  Earnings,  he  figures,  will 
e  to  $1.03  a  share  in  1992  and  $1.48 
xt  year,  vs.  a  98$  loss  last  year. 


DAMON:  ON  THE 
RECOVERY  TRAIL 
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Much  of  the  worry  over  health 
stocks  stems  from  President-elect  Clin- 
ton's promise  to  cut  medical  costs.  Da- 
mon isn't  dependent  on  price  increases 
for  its  growth,  notes  Reicin.  So  he 
thinks  the  impact  of  reduced  pricing 
for  lab  tests — if  it  happens — on  Da- 
mon's earnings  will  be  minimal.  Reicin 
believes  that  Damon  will  benefit  from 
an  increased  volume  of  tests  the  com- 
pany will  pick  up  from  the  smaller,  less 
efficient  labs,  which  won't  be  able  to 
survive. 

A  Big  Board  company  in  the  1980s, 
Damon  was  acquired  by  an  investor 
group  in  1989.  Three  years  later,  the 
company  went  public  again.  Its  equity 
has  ballooned  from  $50  million  in  1989 
to  $350  million,  and  its  debt  has  de- 
clined from  $270  million  to  $157  million. 


'QUINTESSENTIAL 
CLINTON  STOCK' 


espite  all  the  hullabaloo  about 
I  Clinton's  promise  to  spend  mas- 
sively on  infrastructure,  shares 
of  Fluor,  one  of  the  nation's  major  en- 
gineering and  construction  companies, 
have  made  little  headway.  The  stock  is 
stuck  at  43,  where  it  was  last  May. 
Some  analysts  have  cut  their  1993  esti- 
mates and  downgraded  the  stock  to  a 
hold  from  a  buy. 

But  that's  just  dandy  for  investment 
adviser  Steve  Leeb,  editor  of  The  Big 
Picture  market  newsletter,  who  has 
been  buyiiig  shares.  "Fluor  is  one  of 
the  quintessential  Clinton  stocks  if 
there  ever  is  one.  It  will  be  the  biggest 
beneficiary  of  Clinton's  infrastructure 
spending  program,"  says  Leeb.  He 
sees  Fluor  as  "a  $55  stock  in  the  next 


six  months  and  a  $75  stock  in  two  to 
three  years."  Leeb  expects  Fluor  to 
win  a  lot  of  the  contracts  for  rebuild- 
ing roads,  highways,  and  bridges. 

Already,  Fluor's  work  backlog  has 
rapidly  risen,  to  some  $13  billion  in 
signed  contracts  so  far.  He  expects  the 
backlog  to  grow  15%  to  20'^'  annually 
over  the  next  five  years.  Fluor  is  a 
major  player  not  only  in  construction 
but  also  in  environmental  cleanup.  The 
Energy  Dept.  recently  awarded  Fluor  a 
contract  to  manage  the  cleanup  of  that 
ageiicy's  uranium  production  facilities 
in  Fernald,  Ohio.  This  $2.2  billion  proj- 
ect is  part  of  a  huge  nationwide  pro- 
gram to  clean  up  such  sites  under  the 
jurisdiction  of  the  Energy  and  Defense 
Depts. 

Leeb  sees  earnings  rising  to  $2.30  a 
share  in  1993  and  $2.80  in  1994,  vs. 
1992's  estimated  $1.70. 


A  HOT 

HEALTH  COMBO 


When  National  Rehabilitation 
Centers  agreed  to  acquire 
Healthfocus  in  late  October, 
it  w  as  as  if  Jonah  had  swallowed  the 
whale.  But  the  stock  of  National  Re- 
hab, which  is  just  a  third  the  size  of 
privately  held  Healthfocus,  has  become 
a  giant  winner.  In  just  a  month,  its 
shares  have  climbed  to  15  from  9.  And 
the  stock  is  now  worth  even  more,  say 
some  pros. 

What's  so  hot  about  the  combo? 
"The  acquisition  makes  National  the 
largest  pure  play  in  the  outpatient  re- 
hab business,"  says  analyst  Joseph 
Millsap  of  Morgan  Keegan.  He  sees 
the  stock  climbing  to  24  in  a  year. 

Revenues  for  the  combined  compa- 
nies, which  provide  outpatient  services 
for  injuries  and  disabilities,  are  expect- 
ed to  hit  $115  million  this  year  and  $140 
million  in  1993,  figures  Millsap.  Earn- 
ings, he  estimates,  will  come  in  at  80$  a 
share  next  year  and  then  jump  to  $1.10 
in  1994. 

President  and  CEO  Bill  Youree  says 
on-site  services  provided  by  National's 
41  centers  in  11  states  are  strong  in 
private  clinics.  Healthfocus'  main 
strength,  on  the  other  hand,  is  in  ser- 
vicing nursing  homes  and  acute-care 
hospitals.  Healthfocus  owns  63  outpa- 
tient centers  and  services  800  nursing 
homes  in  13  states  and  75  hospitals  in 
27  states.  "With  its  bigger  capacity, 
the  new  National  will  be  in  a  better 
position  to  serve  as  a  regional  contrac- 
tor for  hospitals  and  other  health-care 
providers,"  he  adds. 
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THIS  PROBE  IS  SO  TINY  IT  CAN 
ENTER  A  SINGLE  CELL 


For  years,  scientists 
huve  tull<ed  up  the 
potential  of  nano-tech- 
nolo^y,  or  devices  such 
as  microscopic  robots. 
Now,  a  chemist  at  the 
University  of  Michig'an 
has  developed  one  of 
these  itsy-bitsy  items,  a 
fiber-optic  sensor  that 
can  monitor  the  chemical 
properties,  such  as  acid- 
ity, inside  a  living  cell 
without  flamaging  it. 
The  new  sensor,  one- 
thousandth  the  size  of  existing  fiber-optic  sensors,  could  also 
be  used  to  test  the  effects  of  new  drugs  on  single  cells. 

A  manufacturing  technique  called  near  field  photopolymeri- 
zation,  developed  by  Raoul  Kopelman,  professor  of  chemistry, 
makes  the  probe  possible.  The  polymer  tip  that  enters  a  cell  is 
about  20  times  the  size  of  an  average  molecule.  To  make  it, 
researchers  shine  a  beam  of  light  into  one  end  of  an  optical- 
fiber  probe  that  is  coated  with  aluminum.  Light  emerges  from 
a  small  opening  in  the  far  end  of  the  probe,  which  rests  in  a 
solution  of  molecules  called  monomers.  The  light  induces  a 
chemical  reaction  between  the  monomers  and  the  molecules  on 
the  end  of  the  probe,  which  "grow"  the  polymer  tip. 


A  CHEAPER  ROAD  TO  CLEANER 
CAR  EXHAUST 


The  1990  Clean  Air  Act  requires  fleet  owners  in  large  cities 
to  operate  a  certain  number  of  alternative-fuel  vehicles  to 
help  curtail  low-level  ozone.  That's  a  headache  for  companies, 
partly  because  making  the  switch  is  expensive.  Suddenly,  how- 
ever, there's  a  greater  incentive  to  consider  switching  to  natu- 
ral gas. 

An  electronic  device  developefl  by  the  Gas  Research  Insti- 
tute in  Chicago  can  cut  the  cost  of  converting  cars  and  trucks 
to  natural  gas  l)y  u\)  to  83' or  $660.  Typical  conversion  kits 
include  a  computer  to  regulate  fuel  flow.  But  it  duplicates  a 
computer  that  is  standard  on  virtually  all  late-model  vehicles. 
(iRl's  device,  called  Translator-,  makes  use  of  the  existing  on- 
board computer.  F'or  instance,  it  modifies  the  electronic  signals 
for  gasoline  fuel  injectors  so  they  can  regulate  natural-gas 
injectors.  The  result  is  a  less  expensive  conversion  to  a  clean- 
er, more  efficient  vehicle,  says  GRI.  The  Translator  is  being 
built  by  l>.\l  Technologies  Inc.  in  Lisle,  III,  and  will  be  avail- 
able next  March  at  companies  that  sjjecialize  in  conversions  to 
alternative  fuels. 


LAYERED  TAPE  MAKES 
SUPERCONDUCTORS  MORE  SUPER 


Coming  up  with  methods  to  make  high-temperature  super- 
conductors into  wires  that  conduct  high  levels  of  electricity 
is  one  of  the  most  vexing  hurdles  to  developing  practical  uses 
for  the  valuable  ceramic  materials.  Extruding  the  powdered 
superconductors  through  a  silver  tube  is  one  of  the  most 
promising  methods.  But  in  this  technique,  the  crystals  are 


aligned  randomly,  which  impedes  the  flow  of  electric: 
Now,  researchers  at  Lawrence  Berkeley  Laboratory  h; 
made  layered  tapes  that  can  carry  10  times  as  much  current 
the  drawn  wires.  The  Berkeley  team  starts  with  a  foundat 
of  nickel  alloy.  It  then  deposits  a  layer  of  zirconia  on  top. 
the  zirconia  crystals  grow,  they  are  bombarded  with  an 
beam  to  make  them  optimally  aligned.  Then  the  supercondi 
ing  material  is  deposited  on  top  of  the  zirconia  crystals.  1 
supei'conducting  crystals  automatically  align  themselves  w 
the  zirconia  crystals.  The  tapes  made  this  way  can  cond 
600,000  amps  per  square  centimeter,  sufficient  for  uses  si 
as  superconducting  magnets.  But  the  technique  needs  to 
refined  to  produce  large  quantities  of  the  tape  at  lower  cc 


FOCUS  THAT  ULTRASOUND 

—AND  GET  CLEARER  MEDICAL  IMAGE! 


Ultrasonic  waves  are  used  in  many  key  technologies,  incl 
ing  medical  imaging,  sonar,  and  nondestructive  testi 
But  for  decades,  the  quality  of  these  transmissions  has  b( 
compromised  because  a  single  ultrasound  beam  is  accom 
nied  by  a  field  of  sound  beams  that  fan  out  in  all  directio 
much  like  the  spray  of  water  from  a  garden  hose.  Now,  M; 
A.  Breazeale,  a  senior  research  scientist  at  the  University 
Mississippi,  has  fashioned  a  transducer — the  device  that  c 
verts  electricity  into  sound  waves — that  can  produce  a  sin 
focused  ultrasonic  beam.  The  result  could  be  clearer  jjictu 
of  fetuses,  better  underwater  signaling,  and  more. 

The  advance,  says  Breazeale,  is  based  on  complicated  mat 
matical  calculations  that  control  how  quickly  the  transdu| 
vibrates.  "People  have  been  trying  to  do  this  for  20  tol 
years,"  he  says.  The  single  beam  will  give  a  more  accui 
view  of  objects  because  fewer  irrelevant  reflections 
bounce  back  and  muddy  the  image.  Breazeale  says  he  plans 
apply  for  a  patent  soon.  A  major  manufacturer  of  ultraso 
equipment  has  agreed  to  pay  for  patenting  the  invention, 
which  it  will  get  rights  to  the  technology. 


DESIGNER  DIETS 

THAT  DOWNSIZE  THE  DANGER 


For  millions  of  over- 
weight Americans, 
yo-yo  dieting  is  worse 
than  an  annoyance. 
Studies  at  Yale  and  Har- 
vard Universities  show 
that  people  who  lose  and 
gain  back  weight  die 
earlier  than  those  who 
keep  their  weight  con- 
stant. Now,  an  Agricul- 
ture Dept.  researcher 
has  a  simple  way  to  help 
people  avoid  dangerous 
weight  swings. 

In  a  study  of  young  women  up  to  50  pounds  overw  ■ 
U.SDA  research  chemist  Nancy  L.  Keim  found  that  the  h\'^\ 
person's  initial  level  of  free  fatty  acids — stored  fat  n  h 
into  the  bloodstream  by  exercise — the  more  fat  she  ' 
expect  to  lose  in  a  three-month  period.  Keim  develo|H  i 
ecpiation  that  should  allow  a  doctor  to  calculate  fat  loss  I  n 
diet — and  prevent  people  from  trying  to  lose  more  than 
can  realistically  keep  off.  But  further  tests  are  needed  n 
greatly  overweight  people — and  on  men,  who  process  f.i' 
ferently  from  women — before  the  equation  is  ready. 
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I GIEAM  OF  LIGHT 
OR  SOLAR  ENERGY 


)uld  a  recent  advance  in  materials  lead  to  cheap,  clean  power? 


>ne  day  last  July,  wliile 
walking  across  the 
Princeton  University 
ipus,  Lori  Vermeulen  noticed 
t  the  chalky  white  powder 
;  was  carrying  turned  blue  in 
baking  sun.  The  chemistry 
iduate  student  knew  that 
h  compounds  become  brown, 
low,  or  red  when  they  deconi- 
;e — but  blue  was  another 
tter.  "I  wasn't  sure  what  was 
jpening,"  she  recalls, 
lo  one  was  more  amazed 
n  Vermeulen  and  Mark  E. 
)mpson,  her  adviser  and  an 
istant  chemistry  professor, 
en  they  found  what  caused 
color  change:  Sunlight  excit- 
electrons  to  jump  from  one 
lecule  to  another,  creating  a 
fative  charge  and  trapping 
;rgy.  Even  more  surprising, 
material  stayed  blue  for 
'S,  meaning  that  the  energy 
mined  stored.  The  research- 
published  their  work  in  Au- 
>t  in  the  journal  Nature.  And 
V  they've  started  the  arduous 
k  of  trying  to  transform  this  novelty 
)  an  energy  source. 
'CHING  RAYS.  Indeed,  Vermeulen's 
ipus  stroll  may  mark  a  leap  forward 
Lhe  30-year  search  for  materials  that 
capture  the  sun's  energy  and  con- 
t  it  into  a  clean  source  of  electricity 
1  heat.  Photovoltaic  systems,  which 
orb  sunlight  and  transform  it  into 
;tricity,  don't  store  energy  and  are 
lensive.  So  researchers  continue  to 
k  for  inorganic  ma- 
als  that  can  mimic 
way  chlorophyll  in 
nts  captures,  stores, 
1  releases  energy  at 
molecular  level.  Sci- 
ists  have  several 
'Spects,  but  none 
res  energy  as  long 
Vermeulen's  and 
mpson's.  Their  pow- 
"raises  the  pros- 
ts  for  developing  in- 
'ensive  alternatives 
itore  and  convert  so- 
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VERMEULEN  AND  THOMPSON:  SERENDIPITY  AS  WELL  AS  SKILL 


:E  &  TECHNOLOGY 


lar  energy  into  electrical  or  chemical  en- 
ergy," says  Prabir  Dutta,  professor  of 
chemistry  at  Ohio  State  University. 

Like  many  discoveries,  this  one  came 
about  as  much  through  serendipity  as 
skill.  Thompson,  with  Vermeulen's  help, 

STORING 
ENERGY  FROM 
THE  SUN 


Chemists  at  Princeton  University  have  developed  a  novel  material 
that  stores  the  sun's  energy.  Here's  fiow  they  think  it  happens: 

Much  like  a  club  sandwich,  the  mate-   electrons  from  the  phosphonate 
rial  is  composed  of  layers  of  crysta-     layer  to  leap  to  the  viologen.  The 


lized  zirconium 
phosphonate  with 
layers  of  viologen 
halide  molecules 
between  them. 
When  light  hits 
the  compound, 
the  energy  causes 


ZIRCONIUM  PHOSPHONATE 

r 

0 

o  o 

VIOLOGEN  HALIDE 

6 

0 

was  testing  the  theory  of  electi'O'chemist 
Rudolph  A.  Marcus,  who  was  the  winner 
of  this  year's  Nobel  prize  in  chemistry. 
Marcus'  theory  helps  predict  the  speed 
of  chemical  reactions,  such  as  photosyn- 
thesis, that  involve  the  exchange  of  elec- 
trons between  molecules  and  that  under- 
pin the  workings  of  batteries  and  fuel 
cells.  Thompson  was  using  a  compound 
of  common  materials,  zirconium  phos- 
phonate and  viologen  halide,  to  study 
the  rate  of  those  transfers.  Ac- 
cording to  conventional  chemis- 
try, this  concoction  shouldn't 
store  energy. 

Yet  it  does.  After  being  tlis- 
solved  and  heated,  zirconium 
(phosphonate  molecules  crystal- 
lize into  layers,  with  the  violo- 
gen molecules  sandwiched  be- 
tween them.  Chloride  ions  from 
the  viologen  halide  dot  the  sur- 
face of  the  zirconium  phosphon- 
ate. The  researchers  still  don't 
know  the  precise  reaction  that 
stores  the  energy,  but  they  have 
an  idea  (diagram).  When  light 
strikes  the  compound,  it  causes 
an  electron  orbiting  a  mole- 
cule— a  chloride  ion,  they 
think — to  jump  out  of  its  orbit 
into  the  viologen  layer.  Then, 
the  zirconium  phosphonate  layer 
gives  up  an  electron  to  replace 
the  one  lost  by  the  chloride.  This 
electron  transfer  captures  the 
sun's  energy  and  causes  the  ma- 
terial to  turn  blue. 

TO  HAVE  AND  TO  HOLD.  What  is 

interesting  about  the  material  is 
that  the  reaction  doesn't  reverse 
quickly.  One  of  the  big  difficulties  in 
finding  materials  that  store  the  sun's 
energy  has  been  keeping  electrons  from 
immediately  returning  to  their  original 
places  and  releasing  stored  energy  as 
heat,  the  way  a  black  surface  does  after 
sitting  in  the  sun.  Last  year,  researchers 
at  Argonne  National  Laboratory  devel- 
oped a  material  that  can  store  solar  en- 
ergy for  0.004  second — about  10  times  as 
long  as  the  best  earlier  systems.  In  Jan- 
uary, Israeli  chemists 
revealed  a  porous-glass 
system  that  keeps  elec- 
trons separated  for 
several  hours.  But  in 
Vermeulen's  and 
Thompson's  compound, 
electrons  stay  separat- 
ed for  months.  That 
gives  you  "'the  chance 
to  do  the  follow-up 
chemistry"  needed  to 
release  the  energy, 
says  Thomas  E.  Mal- 
louk,  chemistry  profes- 


transfer  of  the  elec 
trons  creates  the 
potential  for  ener- 
gy. The  next  chal- 
lenge: Getting 
that  energy  out 
in  o  useful  form 


NOVEMBER  30,  1992  93 


nformation  Processin 


sor  at  the  University  of  Texas  at  Austin. 

It  will  take  fancy  science  to  accom- 
plish that,  but  Thompson  and  Vermeulen 
are  plunging  ahead.  By  tinkering  with 
the  structure  of  the  material — substitut- 
ing different  metals  for  zirconium,  for 
instance — they  are  trying  to  discover 
which  molecules  are  giving  up  and  which 
are  accepting  electrons.  Once  they've 
identified  those,  it  will  be  easier  to  im- 
prove the  properties  of  the  material. 

Boosting  efficiency  is  key.  Now,  the 
material  absorbs  about  107'  of  the  sun- 
light that  hits  it — vs.  up  to  267  for  pho- 
tovoltaic cells — because  it  absorbs  only 
ultraviolet  light.  By  doing  minor  tinker- 
ing and  producing  the  material  as  thin 
films,  the  researchers  think  they  can 
coax  the  compound  to  absorb  visible 
light,  where  most  of  the  sun's  energy  is 
concentrated.  That  could  help  boost  the 
rate  at  which  it  converts  sunlight  into 
energy — now  only  about  37 .  Photovolta- 
ic cells  do  107  to  127,  but  then  the  new 
material  "is  far  cheaper  than  those  tech- 
nologies," says  Thompson. 
BIG  SPLASH.  The  most  daunting  chal- 
lenge will  be  extracting  the  stored  ener- 
gy. The  dense  molecular  structure  of  the 
material,  which  traps  the  energy,  also 
keeps  out  chemicals  that  could  set  off 
reactions  to  harvest  the  transferred  elec- 
trons. The  researchers  hope  to  make  the 
material  more  porous  by  replacing  some 
of  the  viologen  with  smaller  molecules 
to  create  cavities  that  allow  other  chemi- 
cals to  penetrate. 

If  this  works,  there  could  be  a  number 
of  ways  to  convert  the  stored  energy. 
For  instance,  says  Thompson,  water 
might  be  pumped  through  the  material, 
where  it  would  be  catalyzed  by  a  metal 
such  as  platinum  into  hydrogen,  which 
could  be  captured  and  burned  as  a  fuel. 
The  scheme  would  cost  less  than  break- 
ing down  water  with  photovoltaic  cells, 
which  solar  energy  enthusiasts  have 
long  advocated. 

As  to  when  this  might  be  achieved, 
Thompson  shrugs:  "Science  proceeds  in 
leaps.  You  don't  know  when  to  expect 
them,"  he  says.  In  the  meantime,  the  29- 
year-old  Vermeulen,  a  third-year  PhD 
student,  is  still  getting  used  to  the 
splash  her  dissertation  project  has  made. 
Few  of  her  peers  can  boast  of  publishing 
work  in  such  a  prestigious  journal  as 
Nature.  "I  still  feel  overwhelmed  by 
things  I  don't  know,"  she  says. 

What  they  might  find  out  is  intriguing 
others.  Thompson  described  their  work 
in  October  at  an  energy  conference  in 
Italy.  Even  in  these  days  of  tight  fund- 
ing, support  for  their  research  is  likely. 
"There  will  be  money  chasing  them," 
says  one  Energy  Dept.  official.  Vermeu- 
len and  Thompson  face  long  odds.  But 
that's  an  occupational  hazard  when  the 
goal  is  achieving  leaps  in  knowledge. 
By  Emily  T.  Smith  in  Princeton.  N.J. 


COMPUTERS  I 


'THE  GREAT  DIGITAL  HOPE' 
COULD  BE  A  HEARTBREAKER 


Apple's  hype  of  'personal  assistants'  leads  to  disappointment 


Last  January,  Apple  Computer  Inc. 
Chairman  John  Sculley  painted  a 
vivid  word  picture  of  a  new  kind  of 
consumer  product.  Before  an  audience 
of  gadget  makers  from  around  the 
world  at  the  Winter  Consumer  Electron- 
ics Show,  he  described  a  handheld  device 
he  dubbed  a  "personal-digital  assis- 
tant"— part  electronic  organizer,  part 
computer,  part  communicator  that 
would,  he  said,  merge  consumer  elec- 
tronics, computers,  and  telecommunica- 
tions. For  personal-computer  makers, 
whose  main  business  was  cooling  off, 
the  vision  of  this  hot  new  market  was  a 
sight  for  sore  eyes. 

Fast-forward  10  months,  though,  and 
the  picture  begins  to 
blur.  Since  previewing 
Newton,  a  prototype  of 
the  first  Apple  personal- 
digital  assistant,  or  PDA, 
in  May,  Sculley  has  back- 
pedaled.  Rather  than  set- 
ting off  a  mass-market 
bonanza,  Newton  sales 
are  expected  to  build 
slowly,  starting  with  cor- 
porations willing  to  pay 
$1,000  for  a  productivity 
tool,  rather  than  with 
consumers,  who  will  like- 
ly hold  out  for  cheaper 
gadgets.  And,  Apple  ac- 
knowledges, production 
has  slipped  a  few  months 
from  the  original  "early 
1993"  rollout  date. 

Apple's  shift  leaves  all 
the  other  computer  com- 
panies that  have  been 
hatching  PDA  plans — 
from  IBM  to  AT&T  to  Tandy — in  an  awk- 
ward position.  Because  Apple  defined 
the  concept  so  clearly  with  Newton  and 
set  expectations  so  high,  the  others  now 
are  selling  against  a  product  that  exists 
only  in  Apple's  lab  but  manages  to  domi- 
nate the  market.  Newton  is  like  Big 
Foot,  jokes  Bruce  L.  Claflin,  general 
manager  of  mobile  computing  at  IBM 
Personal  Computer  Co.:  "Many  people 
talk  about  it  but  sightings  are  rare.  It 
was  overhyped  and  created  expectations 
from  which  not  only  that  company,  but 


every  other  company,  has  to  step  bac 
By  now,  it's  clear  that  it  won't  be  u 
1995,  at  the  earliest,  that  a  real  mar 
for  PDAs  emerges.  Part  of  the  prob] 
is  doing  all  the  things  that  a  PDA  is  s 
posed  to  do  in  a  handheld  package  t 
will  sell  in  the  $500  range.  Resea 
shows  that  "the  price  tag  has  got  to 
under  $500,  and  preferably  closerj 
$300,"  to  create  a  broad  consumer  n; 
ket,  says  Robert  J.  Frankenberg,  a  Hj 
lett-Packard  Co.  vice-president.  | 
As  outlined  by  Apple,  a  PDA  will  t| 
personal  organizer,  scheduler,  paperl(j 
fax  machine,  and  data  terminal — capjj 
of  tracking  your  appointments,  retr 
ing  electronic  mail,  airline  schedu 


EO's  ROSSMANN: 
POA  BUYERS  "PLACE 
A  VERY  HIGH  VALUE 
ON  STAYING  IN  TOUCH' 


stock  prices,  or  the  figures  stas 
your  PC  back  at  work.  And  all 
supposed  to  be  as  easy  as  using  p 
paper.  Instead  of  keyboards,  mai 
designs  use  stylus  and  electronic  i 
find  information,  you  tap  on  the  ; 
Scribble  a  note,  and  have  it  faxei 
'GOOD  HEADLINES.'  "PDAS  have  I 
the  great  digital  hope,"  says  : 
Raymond  Boggs  of  market  res<' 
BIS  Strategic  Decisions.  "But  tin 
can't  live  up  to  that."  Indeed,  the  : 
ing  PDA  market  already  is  beini 


tlii 
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•ed  with  llie  peiilop  I'C 
jiness,  which  has  fallen 

short  of  initial  expecta- 
ns.  In  1990,  experts 
re  predictinj^  that  sales 
these  new  portable  com- 
;ers,  which  can  "read" 
id  printing,  would  hit 
K)  million  in  1992  and 
5S  conventional  !'('s  by 
I  year  2000.  Mainly  be- 
ise  handwriting-recojrni- 
1  software  still  is  error- 
ine,  sales  this  year  will 
only  about  $100  million. 
'Jow  the  joke  amonjj  Sili- 
1  Valley  wags  is  that 
\  stands  for  "probably 
appointed  again."  Recently,  analysts 
fe  reset  their  sights,  saying  PD.\s  will 
h  into  the  market  next  year  with 
es  of  only  $28  million,  according  to 

Strategic.  That's  a  far  cry  from  the 
!5  million  in  revenues  that  one  Apple 
il  on  Wall  Street  predicted  for  Newton 
ne.  "At  this  point,  PDAs  are  good 
idlines  but  little 
e,"  says  Eck 
rd  Pfeiffer, 
isident  of 
nipaq  Com- 
ter  Corp. 


YOUR  NEW  POCKET  PAL? 


Company 

Product 

Price 

Availability 

FRANKLIN 

Digital  Book 

$199 

November,  1992 

SHARP 

WizarcJ  OZ-9600 

649 

Late  November 

EO 

&AT&T 

L \^  rcrbUinji  v_u(iiniuii 

icators  440  &  880 

1  999- 
3,299 

quarter 

APPLE 
&  SHARP 

1 N  t;  w  ivji  1 

1,000 

1  99?  firct  hnlf 

1  77 O  lllsl  null 

HEWLETT 
PACKARD 

New  95LX 
handheld  PC 

300-500 

1993  first  half 

TANDY,  CASIO 
&  GEOWORKS 

'Personal  Inform- 
ation Processors' 

500-1,000 

1993 

DATA:  BW,  COMPANY  REPORTS 


Cven  if  pdas  aren't  the  PC  industry's 
gic  bullet,  nobody's  giving  up  on  the 
icept.  Publicly,  Compaq  is  dismissive, 
.  back  in  the  labs,  engineers  are  work- 
on  a  PDA  design  to  be  ready  when 
market  gels.  Meanwhile,  PDA  pio- 
.Ts  were  evident  at  Comdex,  the  in- 
itry's  annual  hypefest  in  Las  Vegas, 
d  the  week  of  Nov.  16.  EO  Inc.,  a 
con  Valley  startup  that's  working 
h  Matsushita  Electric  Industrial  and 
rubeni,  showed  off  its  PDAs  at  the 
>th  of  AT&T,  another  partner. 


In  its  booth,  IBM  showed  a  prototype 
of  a  possible  PDA  that  resembles  a  thick 
cellular  phone  with  an  LCD  screen.  Es- 
sentially, it's  a  PC  clone  with  personal- 
organizer  software  as  well  as  built-in 
fax  and  electronic  mail  capabilities.  IBM's 
Claflin  says  Big  Blue  will  have  a  number 
of  PDA-class  products  next  year.  One  sig- 
nal: IBM  President  Jack  D.  Kuehler  is 
slated  to  make  the  keynote  speech  at  the 
January  Consumer  Electronics  Show. 
ALL  HOOKED  UP.  Meanwhile,  both  IBM 
and  startup  EO  are  trying,  to  the  extent 
they  can,  to  redefine  the  PDA  concept 
ScuUey  outlined  last  Jan- 
uary. EO  machines  share 
Newton's  pen-and-elec- 
tronic-pad  format  and  in- 
clude handwriting  soft- 
ware but  are  described 
as  "personal  communica- 
tors," a  term  that  IBM 
also  prefers.  The  2.2- 
pound  440  model  packs 
fax,  e-mail,  cellular 
phone,  and  PC  capabilities 
into  a  tablet-like  device 
clearly  not  for  consum- 
ers. List  prices  start  at 
$1,999  and  run  to  $3,299 
for  the  4-pound  880. 

EO  maintains  that  initial 
PDA  customers  will  be 
the  same  ones  who  first 
used  cellular  phones: 
sales  representatives,  en- 
trepreneurs, and  execu- 
tives on  the  road.  That's 
why  EO  is  testing  its  ma- 
chines with  NBC  TV  stations,  Aetna  In- 
surance, and  Levi  Strauss  before  full 
production  begins  in  the  second  quarter 
of  1993.  Says  EO  President  Alain  Ross- 
mann  of  the  likely  PDA  buyers:  "These 
people  place  a  very  high  value  on  stay- 
ing in  touch." 

Tandy  Corp.'s  twist  on  the  PDA  is  what 
it  calls  "personal-information  proces- 
sors"— a  pumped-up  version  of  today's 
electronic  organizers.  One  hint  of  how 
Tandy  might  go  is  seen  in  the  newest 
version  of  Sharp  Electronics  Corp.'s  Wiz- 


ard personal  organizer. 
The  latest  version,  the  $649 
OZ-9600,  has  the  scheduler, 
address  lists,  and  rudimen- 
tary word  processing  of 
the  earlier  Wizards,  but 
also  features  a  touch-sensi- 
tive screen  and  a  graphical 
interface  for  finding  infor- 
mation. It  can  also  capture 
an  electronic  snapshot  of 
whatever  is  drawn  on  the 
.screen  with  a  stylus.  Paul 
Allan,  vice-president  of  the 
Sharp  Wizard  Div.,  says 
the  next  Wizard  will  read 
handwriting.  His  view  is 
that  computer  makers  are 
trying  to  redefine  the  market  that  per- 
sonal organizers  already  developed,  but 
they're  "approaching  this  whole  thing 
from  the  dark  side  of  the  moon."  Says 
Allan:  "No  one  knows  what  they're  do- 
ing, or  who's  going  to  buy  it." 

Like  Sharp,  Franklin  Electronic  Pub- 
lishers Inc.  views  PDAs  from  its  estab- 
lished position  in  consumer  electronics. 
The  maker  of  spell-checkers  and  other 
handheld  electronic  reference  works 
sees  PDAS  as  "mobile  information  tools." 
Its  $199  Digital  Book  System  crams  an 
entire  dictionary  into  a  4.6-ounce  pack- 
age. Franklin  says  plug-in  data-base 
cards  could  turn  the  book  into  a  tool  for 
route  drivers  and  traveling  workers. 

Over  at  Hewlett-Packard,  Sculley's 
portrait  of  a  PDA  has  caused  some  confu- 
sion. Since  1991,  HP  has  been  selling  a 
handheld  PC  called  the  95LX,  which  it 
calls  a  "personal-information  appliance." 
Now  in  its  second  generation,  the  95LX 
includes  a  Lotus  1-2-3  spreadsheet,  per- 
sonal organizer  programming,  and,  as 
an  option,  wireless  data  communications. 
But  sales  dropoed  off  157^'  to  207'  in 
February,  just  after  Sculley's  Consumer 
Electronics  Show  speech,  and  didn't  pick 
up  again  until  June  when  buyers  began 
to  see  that  Newton  was  still  months 
away.  "They  created  all  this  hype,"  says 
Frankenberg.  "They  put  up  the 
bar  ...  in  the  marketplace  and  then  just 
kind  of  blithely  discovered  there's  no 
consumer  market  at  $900." 

Competitors  continue  to  bristle  at  the 
power  of  Sculley's  vision.  "We're  cer- 
tainly not  trying  to  alienate  the  indus- 
try," says  Apple  Vice-President  Law- 
rence G.  Tesler.  He  says  now  that  Apple 
never  expected  this  would  be  a  mass 
product  out  of  the  chute — that  the  mar- 
ket somehow  got  the  wrong  message. 
Sighs  Howard  Elias,  senior  vice-presi- 
dent of  Tandy:  "In  other  industries,  ev- 
erybody knows  what  the  market  is  and 
is  singing  out  of  the  same  hymnbook.  In 
this  industry,  we  get  ahead  of  our- 
selves." And  ahead  of  reality,  too. 

By  Kathy  Rehello  in  Las  Vegas  with 
Catherine  Anist  in  New  York 


MATION  PROCESSING 


BUSINESS  WEEK/NOVEMBER  30,  1992  95 


nformation  Processin 


COMPUTER  SERVICES  I 


THEY  MAKE  A  KIILING  MINDING 
OTHER  PEOPLE'S  BUSINESS 


Small  data  processing  outsourcers  find  lucrative  niches 


Onu  of  the  top  corporate  names  in 
Dallas  is  Electronic  Data  Sys- 
tems Coi'p.  Since  Ross  Perot 
founded  the  company  in  I'Xj^,  it  has 
grown  into  an  $8  billion  computer-ser- 
vices colossus.  Now  owned  by  General 
Motors  Corp.,  KDS  counts  among  its 
main  businesses  outsourcing — managing 
a  customer's  data  processing  operations 


year,  estimates  J.  P.  Richard,  vice-presi- 
dent of  Input,  a  market  researcher.  And 
it  is  headed  for  $27.7  billion  in  1997,  he 
says.  But  the  business  is  highly  frag- 
mented. EDS,  the  leader,  commanded  just 
13/'  of  the  total  last  year,  leaving  plenty 
of  room  for  specialty  com]janies  to  carve 
profitable  niches. 
Many,  such  as  KISYS  Group,  alltel's 


SCT'S  EMMI  RODE  INTO  DALLAS,  EDS'S  HOMETOWN,  AND  ROPED  A  $35  MILLION  CONTRACT 


for  a  fixed  price.  So  when  Dallas  County 
awarded  a  seven-year,  $35  million  out- 
sourcing contract,  who  got  the  business? 
Not  hometown  favorite  KU.s,  but  Sys- 
tems &  Computer  Technology  Corp.  of 
Malvern,  Pa. 

Who?  SCT,  a  $91  million  outsourcing 
and  software  company,  is  one  of  dozens 
of  small  outsourcers  that  are  thriving  in 
the  shadows  of  such  giants  as  EDS,  Com- 
puter Sciences,  and  IB.M.  Often  more  spe- 
cialized by  industry  than  the  big  players, 
they  are  grabbing  highly  lucrative  con- 
tracts and  establishing  a  strong  second 
tier  in  computer  services.  EDS,  known 
for  striking  megadeals  worth  $100  mil- 
lion or  more  in  outsourcing,  tried  to  win 
over  Dallas  officials  by  showing  them 
one  of  its  few  municipal  clients,  a  Los 
Angeles  hospital.  But  SCT's  dozen  previ- 
ous municipal  contracts  won  it  the  con- 
tract, says  Chairman  and  CEO  Michael  J. 
Emmi. 

Outsourcing,  or  facilities  manage- 
ment, is  a  $12.2  billion  U.  S.  market  this 
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Systematics  Information  Services  unit, 
and  Flserv,  have  concentrated  mainly  on 
the  banking  industry.  Others  are  fo- 
cused on  health  care,  utilities,  and  tele- 
communications. "We're  not  trying  to  be 
all  things  to  all  people,"  says  John  E. 
Steuri,  Systematics  chairman  and  CEO. 

Lately,  the  small  outsourcers  have  be- 
gun to  catch  Wall  Street's  attention. 


THRIVING  BY  SPECIALIZING 


Company 

Client  focus 

'92  revenues 

Millions  of  dollars 

SYSTEMS 

Higher  educa- 

$90.8* 

&  COMPUTER 

tion,  local 

TECHNOLOGY 

gov't,  utilities 

BISYS  GROUP 

Banks 

74.5** 

SYSTEMATICS 

Banks,  tele- 

550 

communications 

FISERV 

Banks 

339.1 

'Sept.  30  fiscal  year  *  'June  30  fiscal  year 

SALOMON  BROS  ,  COMPANY  REPORTS 


Their  appeal:  defensible  niche  mark( 
ing,  growth  rates  of  up  to  25'a  per  a 
num,  and  seemingly  safe,  predictat 
earnings.  The  BISYS  Group,  in  Liti 
Falls,  N.  J.,  for  example,  has  $73  milli 
in  revenues,  of  which  no  customer  g€ 
erates  more  than  2'>.  And  more  th; 
90'  '  of  those  revenues  recur  each  ye; 
says  Chairman  and  Chief  Executi 
Lynn  J.  Mangum.  BISYS,  the  result  of 
1989  leveraged  buyout  of  a  division  frc 
Automatic  Data  Processing  Inc.,  sc 
40''f  of  its  stock  publicly  at  $11  a  sha 
last  March.  Now  it  trades  at  $17 '/s.  "'V 
didn't  even  know  the  term  'outsourc* 
two  years  ago,"  says  Mangum.  "No 
we  are  one." 

What's  prompting  many  businesst 
and  banks  in  particular,  to  outsource  is 
pressing  need  to  replace  homegrow 
1970s-vintage  systems.  Those  are  g( 
ting  difficult  to  update  in  response 
new  regulations  and  computer  techn^ 
ogies.  "It's  a  dynamic  environment 
says  James  C.  Mendelson,  computer  S( 
vices  analyst  at  Morgan  Stanley  &  C 
"The  services  companies  act  as  a  bu: 
er."  Typically,  they  can  convert  custo^ 
ers  to  newer,  more  useful  systen 
while  slashing  technology  costs  by 
much  as  .50'  '. 

BANK  ON  IT.  SCT  points  to  George  Wajj 
ington  University  to  show  outsourcinj 
benefits.  Like  many  institutions 
Washington  (D.  C). -based  school  w 
feeling  the  pinch  of  tighter  fundir 
while  administrative  costs  were  rising 
by  11''  a  year.  Operations  were  diffic 
to  change  because  they  were  closely  t: 
to  an  early-1980s  IBM  mainframe. 

Last  year,  SCT  replaced  that  $4  mi 
system  with  a  more  powerful  $500,( 
Sequent  Computer  Systems  Inc. 
chine.  It  runs  SCT's  Banner  software 
universities  and  will  serve  1,000  deski 
computers,  giving  teachers  and  admir 
trators  instant  access  to  student'  inf 
mation,  class  schedules,  and  the 
Counting  hardware,  software,  and 
ting  the  computer  staff  by  25,  the  n 
system  costs  George  Washington 
million  a  year  to  run,  compared  with 
million  on  the  mainframe. 

What's  ahead  for  these  compani 
Strong  growth,  most  likely,  as  virtu 
every  industry  considers  outsourcing 
help  cut  costs.  As  for  new  competiti 
the  main  candidates  are  EDS,  IBM, 
the  other  biggies.  Profit  margins 
tightening  in  their  generic  outsourc 
field,  where  they  simply  run  exist 
systems  for  less  money  than  custorr' 
can.  But  to  broaden  their  scope,  th 
giants  will  have  to  invest  heavily  in 
dustry-specific  software — or  buy  es 
lished  specialty  outsourcers.  Either  v 
it  seems,  the  specialists  can  win. 

By  John  W.  Verity  in  New  \ 
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1 800 IBM-2Y0U 


Now,  buying  a  hot  new  system  from  th(^  IBM 
PS/ValuePoint^^  line  is  as  easy  as  picking  up 
the  phone.  Its  the  quick,  direct  way  to  order  a  new 
ThinkPad^'  other  portable  computers,  and  IBM 
personal  printers,  too. 

Simply  call  us  9  a.m.  to  5  p.m.,  any  business 
day.  Most  orders  will  be  shipped  within  48  hours. 


PS/ValuePoint  computers  are  inexpensive,!: 
deliver  true  IBM  quality.  So  now  you  can  spend  I( 
without  settling  for  less. 

Each  PS/ValuePoint  system  is  engineered 
and  tested  to  meet  not  only  industry  standards,  bi 
also  rigorous  IBM  standards  for  performance  ant 
reliability. 


IBM  introduces 


he  HelpWare 
dvantage 

ear  onsite  warranty^  

rvice  response  time: 
ours  on  average^ 

9#  assistance-?  days 
/eek,  24  hours  a  day 

■day  money-back 
irantee^ 
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486  SX^5  MHz 

80/170MB  hard  drive 
8MB  RAM 


PS/ValuePoint  6312-SVGA 


5  slots,  5  bays  &  mouse 


OS/2*  2.0  pre-installed 

$1,629*  80MB 
SI  ,849*  170MB 

386SLC/25  MHz 

170MB  hard  drive 


4MB  RAM 


PS/ValuePoint  6312-SVGA_ 
5  slots,  5  bays  &  mouse 


DOS  5.0  pre-installed 
$1,599* 


PSAyuePoint 


The  PS/ValuePoint  line  features  a  range 
386  to  486  processors,  80  to  170MB  hard  drives 
d  standard  2  to  8MB  RAM.  And  each  system 
easily  expandable  and  ready  to  network.  So  it 
eps  your  costs  down  and  protects  the  investments 
uve  already  made. 

Plus,  every  PS/ValuePoint  comes  with  IBM 


HelpWare'^'  our  comprehensive  service  and  support 
plan  that's  unmatched  in  the  industry. 

To  put  a  very  atfordal)le  PS/ValuePoint  to  work 
for  your  business,  call  toilay. 

( )r  visit  your  IBM  authorized  ■■"'ISIl.  HHT 

dealer  (dealer  prices,  terms  —  IZ^Tl 
and  offerings  may  vary).  SSSS   n  n   T  ZZ 


bwo  new  lines. 


RETAILING  I 


BLURRY  IMAGE:  CAN  THE  GAP  REGAIN  ITS  SHARP  EYE  FOR  CASUAL  AMERICAN  STYLE? 


A  BIT  OF  A  RUT 
AT  THE  GAP 


After  some  misfires  in  fashion  and  pricing,  it's  time  to  regroup 


Mickey's  mantra  goes  like  this: 
"Good  style,  good  quality,  good 
value."  As  president  of  The 
Gap  Inc..  Miilai'd  S.  "Mickey"  Drexler 
used  that  formula  to  se\.v  up  record 
earnings  year  after  year  at  the  casual- 
clothes  retailer.  v.-hile  hard  times  had 
other  retailers  bleeding. 

But  now.  e\"en  Pne  Gap  is  suffering. 
Lingering  economic  malaise  has  changed 
the  constimer's  definition  of  good  value 
to  stress  low  price  even  more.  That  has 
forced  price  cuts  on  a  wide  array  of 
merchandise,  putting  a  squeeze  on  prof- 
it margins.  In  the  meantime,  copycats 
are  knocking  off  the  chain's  fashions. 
And  for  the  moment.  The  Gap  seems 
to  have  lost  its  sharp  eye  for  casual 
American  style:  Its  fall  season  was  a 
bomb.  Concedes  Drexler:  "We  made 

-r.e  fashion  mistakes." 
JEAN  T>1ERAPY.  Grante<i.  The  Gap  has  a 
jjZ  z>j  live  up  to.  Through  199L  it  score<i 
three  years  of  double-digit  gains  in 
same-store  sales,  capping  off  the  year 
vvith  profit  growth  of  o'd%.  Xo  one 
thought  the  company  could  keep  up  the 
pace.  Yet  even  with  lowered  expecta- 
tions. October's  2^c  gain  in  same-store 
sales  looked  anemic— especially  with  oth- 
er retailers  finally  shov,ing  better  re- 
sults. Or.  Xov.  12.  the  company  an- 


noimced  that  third-quarter  profits  were 
down  12.4'^c  from  last  year's  figure,  to 
S62  million.  The  latest  estimates  peg 
1992  earnings  between  S223  million  and 
S230  million  on  sales  of  S3  billion.  That 
would  be  at  or  below  199rs  profits  of 
S230  million,  on  sales  of  §2-5  billion,  a  far 
cry  from  -January's  rosy  projections  of 
20'^c  profit  grouth  in  1992.  Since  then, 
the  stock  has  skidded  from  a  high  of  -59 
to  35. 

The  Gap's  chill  reflects  how  hot  things 
have  become  in  its  market.  In  August, 
the  retailer  cut  the  price  of  blue  jeans 
by  SIO  a  pair,  to  S28.  It  was  a  back- 
toschool  special,  but  other  jeans 
m.akers  fought  back,  and  t 
low  price  stuck.  Since 
then.    The    Gap  has 
trimmed  price  tags  or. 
other  products:  Turtle- 
necks,     for  example, 
dropped  from.  S 19-50  lo 
S  16.50.  Meanwhile 
even."one  from.  Macy's  tC' 
The  Limited  Inc.  to  tiny 
shops  such  as  Doiin's 
Family  Wear  in  W"ay- 
nesboro.  Ga..  has  begun 
hawking  the  Gap  look. 
"None  of  them  is  doing 
a  Darticularlv  s(»i  K.b." 


■1  jc<ms-  


says  -Janet  J.  Kloppenburg.  an  analys 
Robertson.  Stephens  &  Co.  "It's 
that  everybody's  doing  it." 

X'or  has  The  Gap  been  doing  a  pa 
ularly  good  job  of  responding  to  the 
est  quirks  of  fashion.  Normally  righ1 
top  of  the  trend  of  the  moment,  it  ■ 
slow  to  roll  out  products  in  colored  ^ 
im.  a  hot  new  market.  Also,  an  orig 
fall  collection  might  have  helped. 
The  Gap's  attempts  at  originality 
tiat.  A  copious  supply  of  §225  var 
jackets  with  leather  sleeves  didn't  m 
until  there  were  drastic  markdov 
"We  bought  too  many."  Drexler  s; 
"It  was  a  sloppy  buy."  And  some  ' 
stores  are  stfll  trving  to  get  rid  of  I 
ers  designed  to  be  a  hip  \-ersion  of 
preppy  standby.  Instead,  buyers  fo 
them  lumpv-looking.  ill-fitting,  and  a 
■  r---..  -  ■;:  to  S128. 
TOO,  TOO  COOL.  Even  The  Gap's  mi 
.  aunted  aavertising  is  misfiring.  Star 
this  fall,  the  chain  has  sharply  curta 
its  T\'  spots,  which  had  been  budg< 
at  S28  million  for  the  whole  year.  On 
the  commercials,  produced  in-house, 
tured  a  serious-looking  coffeehouse  ] 
named  Max  Blagg  intoning  lines  s 
as  "Jeans  curved  into  the  shape  of  j 
thigh  Like  they  were  meant  to  do 
that."  It  was  "  too  cool— to 
point  of  setf-f .  e  weren't  thri 

with  our  fall  cia. ctising  campaij 
Drexler  admits,  "so  we're  changing 
The  Gap  still  has  a  lot  going  for  itl 
GapKids  and  Banana  Republic  st< 
are  doing  weU.  Conservative  finarl 
managers  are  squeezing  out  costs, 
deed.  Gap  stock  rose  2  i  points  on  ' 
12.  when  the  earnings  drop  came  in 
er  than  e.xpected.  And  despite  cur] 
woes.  Gap  merchandisers  boast  an  t 
able  track  record.  "Don't  underestin 
The  Gap's  abilitv  to  change."  says 
M.  O'Neill  of  Kidder.  Peabody  &  C( 
like  most  analysts,  though.  O'Ne 
not  recommending  the  stock.  ^Tiai 
vestors  want  is  a  clear  sign  that 
company  has  successfully  antici 
ed  the  next  big  rage.  In  the  m 
_  time,  they're  left  with  the 

\  ging  concern  that  its 

has  grown  tired.  It': 
:o  Drexler  and  his  Met 
ants  to  prove  once  a 
that  they  are  some  of 
oest  trend-spotters 
business  that  rises 
falls  on  trends.  "The 
still  the  fair-haired  1 
of  retailing."  says  r^ 
consultant  Alan  G.  '. 
stein.  "But  their  ha; 
thinning." 

By  Russell  Mitche 
S':r/i  F''<rncisco 
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COPYING  POWER. 

PRINTING  POWER. 

SCANNING  POWER.  GET 

FHE       power  to  put  ON 

PAPER  WHAT  YOU  CREATE  ON 


rHE  SCREEN.  ^  THE  POWER  TO  SCAN 
24-BIT  COLOR.  "THE  POWER  TO  PRINT  IN  24-BIT 

COLOR.  AT  400  DPI.  FOUR  COLOR  PROCESS  WITH  256 
BRADATIONS  PER  COLOR.  IN  WINDOWS  "AND  MACINTOSH: 
GET  THE  Pfmm  TO  CREATE  HIGH-QUALITY  COLOR  DOCUMENTS  TO 

GET  YOU  THE  PROMOTION.  THE  POWER  TO  WIN  THE  NEW  PIECE  l||inm 
OF  BUSINESS.  THIS  IS  THE  FUNDAMENTAL  IDEA  BEHIND  THE  CANON  Kl^l 


CJ10  WITH  OPTIONAL  CONNECTIVITY.  TO  GIVE  YOU  HIGH-OUALITY 
COLOR  COPIES.  TO  GIVE  ^^^^^^^^^■M^l  VOU  THE  POWER  OF  COLOR. 

AFFORDABLE  ENOUGH  ^^^^vT^^v^^P^H  FOR  ANY  SIZE  BUSINESS. 
GET  THE  POWER.  CALL  Ijjn^TimliBfeS^^r^M  1-800-OK-CANON. 


lacintosh*  is  a  regislered  Irademark  of  Apple  Computer,  Inc 
Windows'"  IS  a  trademark  ol  Microsoft  Corporalion 


THE  POWER  OF  COLOR  IS  YOURS. 
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ADVERTISING! 


AD  SHOPS  COULD  USE 
A  LITTLE  ANTIFREEZE 


Carmakers  are  putting  a  chill  into  once-cozy  ties  with  agencies 


T 


he  tire-squealing  you  hear  up  and 
down  Madison  Avenue  these  days 
is  tlie  sound  of  car  accounts  pulling 
out  of  ad  agencies.  The  murmuring  just 
behind  it  is  the  sound  of  ad  executives 
trying  to  control  the  spin. 

Martin  Puris  of  Ammirati  &  Puris 
Inc.  says  his  agency  resigned 
the  BMW  account  because  it 
could  no  longer  work  with  the 
carmaker's  marketing  execu- 
tives. John  M.  Connors  Jr.  of 
Hill,  Holliday,  Connors,  Cos- 
mopulos  Inc.  says  his  shop 
lost  the  Infiniti  account  be- 
cause Nissan  Motor  Co.  want- 
ed to  cut  costs  by  consolidat- 
ing its  advertising  at  one 
U.  S.  agency.  And  Richard 
J.  Lord  of  Lord,  Dentsu  & 
Partners  insists  his  agency 
benefited  from  having  the 
Amati  account,  even  though 
Mazda  Motor  Corp.  can- 
celed the  new  luxury  car 
before  the  agency  filmed  its 
first  commercial:  "We  played  in 
game,"  says  Lord. 

There's  some  truth  in  each  of  these 
claims.  But  none  tells  the  whole  story: 
The  auto  advertising  business  is  under- 
going an  upheaval  that  has  ad  execs 
baffled  and  frightened.  In  the  past  two 
years,  no  fewer  than  12  major  car  ac- 
counts have  changed  hands,  have  been 
put  up  for  review,  or  canceled— including 
four  of  the  industry's  most  celebrated 
brands  in  the  last  nine  months  (table). 
'MY  LAST  DAY.'  Several  trends  are  con- 
spiring to  loosen  Madison  Avenue's  grip 
on  its  once-loyal  car  clientele:  the  gi'ow- 
ing  list  of  foreign  carmakers  who  are 
failing  in  the  U.  S.  market;  the  push  to- 


ward more  incentives,  such  as  cut-rate 
leases,  at  the  expense  of  brand  adver- 
tising; and  rising  desperation  among 
auto  companies,  as  retail  sales  continue 
to  lag.  "People  are  looking  a  lot  harder 
at  their  resources,"  says  Philip  Guaras- 
cio,  general  manager  of  marketing  and 
advertising  at  General  Mo- 


INFINITI  SALES  ARE  UP  21%  THIS 
YEAR,  YET  NISSAN  SWITCHED  SHOPS 

tors  Corp.  "This  isn't  business  as  usual." 

Car  sales  have  slumped  before,  of 
course.  But  agencies  and  carmakers  used 
to  be  so  intertwined  that  the  shops  usu- 
ally rode  out  the  tough  times.  To  be 
near  their  clients,  many  set  up  offices  in 
Detroit,  in  the  case  of  the  Big  Three,  oi' 
in  California,  where  U.  S.  operations  of 
some  importers  are  based.  And  several 
top  car  marketers  moved  easily  between 
Madison  Avenue  and  Motown:  Guaras- 
cio,  for  example,  spent  21  years  at  Ben- 
ton &  Bowles  before  joining  GM. 

Those  cozy  days  are  gone.  GM,  which 


hasn't  fired  an  agency  since  1958, 
cently  called  a  review  of  its  $140  mil 
Oldsmobile  account,  now  at  Leo  Bun 
Co.  And  other  GM  agencies  are  fee 
the  chill.  "I  operate  on  the  assumpi 
that  it's  my  last  day  on  the  accou 
says  Sean  K.  Fitzpatrick,  who  overs 
GM's  Buick  and  GMC  Ti'uck  accounts 
McCann-Erickson  Worldwide. 
SMALL  IS  BEAUTIFUL.  Other  recent 
moves  have  done  little  to  comfort  F 
Patrick  and  his  counterparts  at  the  £ 
maker's  six  big  agencies.  GM  recei 
hired  boutique  shop  Kirshenbaun 
Bond,  which  is  known  for  its  che 
New  York-style  ads,  to  handle  an 
disclosed  corporate  assignment.  Gua 
cio  insists  this  shouldn't  threaten  ( 
existing  agencies.  But  he  acknowled 
that  the  carmaker  will  increasingly 
other  small  shops  for  services  he  thi 
they  can  supply  better  t 
the  big  ones  can. 

The  tremors  are  sun( 
ing  some  of  the  most  ( 
able  relationships  in  the 
dustry.  Consider  B! 
which  stunned  Ammirat 
Puris  in  Octolier  by  puti 
its  account  into  review 
ter  18  years— even  tho 
its  U.  S.  sales  are  up  2 
"You  have  to  constantly  e 
uate  your  position  in 
marketplace,"  says  BMW  n 
keting  chief  Victor  H.  E 
Ian.  But  Puris  suggests  t 
Doolan,  who  recently  t 
over  U.  S.  marketing,  sirr 
wants  to  start  fresh  by  hi^ 
an  agency  more  beholden  to  him.  Do^ 
has  no  plans  to  shelve  the  agency's 
able  slogan:  "the  Ultimate  Driving 
chine."  And  he  says  he  asked  Puri; 
participate  in  the  review.  But  Puris, 
was  deeply  offended,  refused. 

In  these  financially  straitened  tir 
some  agencies  have  become  the  vici 
of  circumstances  beyond  their  coni 
Hill  Holliday's  ads  for  Infiniti,  w 
showed  swaying  pussy  willows  and 
rock  gardens  instead  of  the  car, 
the  Ijrand  lots  of  attention  at  its 
launch.  True,  Hill  Holliday  annoyed 
niti  by  shuttling  managers  on  and 
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BREITLING 

1884 


Instruments  for  Professionals 


CHRONOMAT 
Close  cooperation  with  pilots  and 
aviation  experts  enables  Breitling 
to  continue  improving  its  chronograph 

designs  all  the  time. 
The  Chronomat  features  a  selfwinding 
mechanical  movement,  a  rotating  bezel 
ancf  a  screw-locked  crown. 
This  instrument  is  water-resistant 
down  to  100  meters. 


AUTHORIZED  BREITLING  AGENT: 

GANEM  JEWELERS 

Jewelry  Brokers  and  Manufacturers 
4409  S.  Rural  Road  •  Tempe,  AZ  85282 

(602)  820-1122  •  FAX  (602)  820-0816 
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WE  HAVE  A  NOVEL  APPROACH  TO  CONVENTIONAL  IDEA 
IN  FINANCIAL  SERVICES.  Managing  global  Jinancial  risk  is  a  challenge  t 
requires  a  coniinuous  o//resh  ideas.  A/Gs  jinancial  seruices  companies  promde  clients  u 
innouaiiue  solution,  in  areas/rom  deriuatiueproducts  to  commodities  and  currency  trading,  as  wel 


'jestment  management  and  advisory  services.  AIG  has  the  highest  ratings  from  the  principal  rating 
rvices,  and  our  strong  balance  sheet  provides  an  added  degree  of  security  and  stability.  When  your 
mcial  and  risk  management  needs  go  beyond  insurance.  AIG  does.  too.  With  spectacular  results. 

WORLD  LEADERS  IN  INSURANCE  AND  FINANCIAL.  SERVICES. 

American  International  Group.  Inc.,  Dept.  A.  70  Pine  Street,  New  York,  NY  10270, 
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ENTREPRENEURS 


MICROSOFT'S  OTHER  PIONEER 
JUMPS  INTO  MULTIMEDIA 

Co-founder  Paul  Allen  is  putting  Ms  money — $300  million  worth — where  his  intuition  is 


The  computer  screen  lights  up.  A 
company  logo  spins  into  place.  You 
hear  upbeat  electronic  keyboard 
music.  Suddenly,  four  faces  appear  on 
the  screen  in  living  color.  If  you  click 
your  mouse  on  the  bearded  guy  to  the 
left,  Microsoft  Corp.  co-founder  Paul  G. 
Allen  starts  to  speak  about  the  future  of 
computing.  "With  the  merg- 
er of  T\.  telephones,  and 
personal  computers,"  he 
tells  you,  "we're  entering  an 
exciting  new  era  of  human 
communications." 

Allen  is  a  click  away  in 
this  interactive  video  pro- 
moting his  software  compa- 
ny, Asymetrix  Corp.  But 
tracking  down  the  real  Paul 
Allen  is  considerably  more 
difficult.  In  the  nine  years 
since  Hodgkin's  disease 
forced  him  to  leave  the  daily 
management  of  Microsoft  to 
his  illustrious  co-founder, 
William  H.  Gates  III,  Allen  has  been  a 
phantom.  Not  that  he  has  disappeared 
entirely.  After  all.  he  does  own  the  Na- 
tional Basketball  Assn.'s  Portland  Trail 
Blazers,  and  he  is  catching  flak  from  his 
neighbors  for  building  a  S30  million  es- 
tate on  the  shores  of  Seattle's  tony  Mer- 
cer Island.  But  for  a  39-year-old  whose 
net  worth  shot  from  zero  to  $3.5  billion 
in  little  more  than  a  decade,  Allen  is 
hardly  well  known.  And  compared  with 
the  ubiquitous  Gates,  he  might  as  well 
be  Howard  Hughes. 
COLLEGE  DROPOUT.  But  that  may  be 
changing.  In  the  past  two  years,  Allen 
has  quietly  cashed  in  S300  million  of  his 
Microsoft  stock  to  capitalize  on  what  he 
sees  as  the  next  wave  in  personal  com- 
puting: the  melding  of  sound,  video,  and 
data  into  new  "multimedia"'  forms  of  in- 
formation delivery.  With  his  disease  in 
remission  and  billions  at  his  disposal,  he 
has  launched  or  invested  in  a  slew  of 
startups  (table).  And  to  help  plow  the 
new  frontier,  he  has  pledged  §100  million 
over  10  years  to  fund  a  new  research 
and  development  lab  in  Palo  Alto,  Calif., 
called  Interval  Research  Co. 


Whether  all  the  activity  will  pull  Allen 
to  center  stage  remains  to  be  seen.  But 
in  a  rare  interview,  the  quiet,  bearlike 
entrepreneur  couldn't  hide  his  enthusi- 
asm for  what  he  views  as  a  "sea 
change"  in  the  computer  industrj".  "I've 
really  upped  my  intensity  in  the  last 
year,  because  I  see  this  momentum 
starting  to  build,"  he  says. 
"What  I  really  find  exciting 
is  creating  new  products  or 
ideas  and  the  opportunity  to 
tie  technology  together." 

If  history  is  any  guide,  Al- 
len certainly  bears  listening 
to.  The  last  time  he  had  such 
an  inkling  about  the  indus- 
try, it  planted  the  seed  for 
Microsoft,  now  the  world's 
largest  software  company. 
In  1974,  Allen  spotted  a  copy 
of  Popular  Electronics  fea- 
turing an  article  on  the 
"world's  first  microcomput- 
er kit" — a  box  designed  to 
run  Intel  Corp.'s  revolutionary  8080  mi- 
croprocessor. As  Gates  tells  it,  Allen 
suddenly  saw  a  future  filled  with  per- 
sonal computers,  and  the  two  set  out  to 
write  software  for  them.  "Paul  saw  the 
microprocessor  as  a  breakthrough  mir- 
acle and  showed  it  to  me,"  says  Gates. 
"He's  a  thinker." 

Allen  and  Gates  met  at  the  Lakeside 
School,  a  prestigious  private  high  school 
in  Seattle.  Although  Allen  is  two  years 
older  than  his  friend,  the  two  spent  long 
hours  working  on  computers  and  trying 
to  find  ways  to  sell  their  services.  After 
graduation,  Allen  attended  Washington 
State  University  to  study  computer  sci- 
ence, but  halfway  through  his  sopho- 
more year,  he  dropped  out  to  take  a  job 
at  TRW  Inc.  in  Vancouver,  Wash. 

By  1974,  Gates  had  enrolled  at  Har- 
vard University  and  found  a  job  for  his 
pal  at  Honeywell  Inc.  in  Boston.  About 
six  months  later,  Allen  saw  the  Popular 
Electronics  article,  and  for  eight  weeks 
the  two  friends  worked  day  and  night  at 
the  Harvard  computer  center  to  write  a 
version  of  the  BASIC  computer  language 
that  would  fit  the  new  machine. 


Before  long,  Gates  left  Harvard, 
the  two  set  up  Microsoft  to  license  tl 
new  program.  By  1980,  IBM  had  hi 
Microsoft  to  provide  the  operating  s 
tem  for  its  new  PC.  The  result  was 
DOS,  which  became  the  industry  si 
dard  and  fueled  Microsoft's  growth 
S2.7  billion  in  revenues  last  year. 


PAUL  ALLEN'S 
BUDDING  EMPIRI 

ASYMETRIX  CORP.  Bellevue,  Wash. 

Founded  1985.  Develops  software  that  I 
grammers  develop  their  own.  Estimated 
soles:  $20  million 

INTERVAL  RESEARCH  CORP.  Palo  Alto,  C 

Founded  1992.  Allen  promises  to  pump 
lion  into  this  think  tank  over  1 0  years  to  \ 
term  research  into  multimedia  applicatic 

STARWAVE  CORP.  Bellevue,  Wash. 

Founded  1 992.  Anticipating  that  most  h 
eventually  will  be  equipped  to  receive  d 
formation  over  cable  or  satellite,  it  is  de 
products  for  what  could  be  a  huge  mark 

PORTUND  TRAIL  BLAZERS  Portland,  O 

Allen  bought  Oregon's  NBA  franchise  f( 
million  in  1988 

SKYPIXCORP.  New  York 

In  1 99 1 ,  Allen  invested  $  1 0  million  for  c 
stake  in  this  direct  broadcast,  pay-per-v 
pany.  It  filed  for  Chapter  1  1  in  Septemb 
len  may  pump  in  $150  million  more 

SUREFIND  CLASSIFIEDS  BY  TELEPHONE  S( 

Cor  and  real  estate  classifieds  over  the 
len  bought  a  25%  stake  in  August 

DATA:  BW 


Allen,  who  still  sits  on  the  boards 
holds  a  12^c  stake  worth  S3.3  billion. e 
Microsoft  as  a  principal  in  1983.  Heu 
been  diagnosed  in  1982  with  Hodglfi 
disease — a  form  of  cancer  that  attll 
the  lymph  nodes — and  underwent  e:e 
sive  radiation  and  chemotherapy,  t 
battled  the  disease  into  remissinr  ^ 
eventually  decided  he  wanted 
some  respects.  Allen  wasn't  exac  .. 


Auen  sees  a 
'wired  world' 

in  which 
people  will 
have  access  to 
rivers  of  digital 
information 
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itive  material,  anyway.  "He  doesn't 
ish  managing  hu^^e  groups  of  people," 
IS  Gates.  "He's  capable  of  it,  but  he 
jsn't  relish  it." 

*'or  Allen,  the  attraction  has  always 
;n  making  things  happen  with  tech- 
ogy,  not  business.  And  his  abiding 
erests  in  sports  and  music  kept  him 
•upied  as  he  sought  new  opportunities 
computers.  In  fact,  Allen  says  that  if 
hadn't  stumbled  upon  Microsoft,  he 
?ht  have  tried  to  be  a  professional 
.tarist.  He  plays  electric  guitar  in  a 
k  band  with  friends  and  is  an  avid 
I  of  Jimi  Hendrix,  another  Puget 
ind  native.  A  big  collector  of  Hendrix 
morabilia,  Allen  plans  to  build  a  Jimi 
ndrix  museum  in  Seattle.  Not  surpris- 
ly,  it  will  feature  interactive  comput- 
technology  designed  to  bring  Hendrix 
i  his  performances  to  life. 
?he  Trail  Blazers,  too,  are  an  enjoy- 
e  obsession.  Allen  flies  his  private 
Challenger  jet  from  Seattle  to 
Portland  for 


deeply  about  where  technology  was 
moving.  He  concluded  that  high-speed 
communications  channels  are  revolution- 
izing the  delivery  of  information  to 
homes  and  businesses.  Fiber  optics,  ca- 
ble TV,  direct-broadcast  satellite,  and  lo- 
cal-area networks  are  helping  create  a 
"wired  world,"  says  Allen,  where  most 
people  will  have  access  to  rivers  of  digi- 
tal information.  TV,  audio,  and  computer 
technology  will  merge,  creating  huge  op- 
portunities for  those  who  can  figure  out 
how  to  feed  information  through  the 
new  pathways.  "At  some  point,"  he 
says,  "everybody  in  the  industrialized 
world  will  have  access  to  computers,  and 
they'll  all  be  wired  together." 

So  far,  Allen's  strategy  is  multifacet- 
ed.  Three  companies  are  exploring  soft- 
ware-related opportunities  in  the  near, 
medium,  and  long  term,  and  he  has  in- 
vested in  other  companies  that  provide 
entertainment,  stock  quotes,  and  clas- 
sifed  ads  by  satellite  or  phone.  "All  this 
activity  has  to  do  with  communications 


4:  "A  THINKER 


St  home  games  and  is  spending  $171 
lion  on  a  new  stadium  for  the  team, 
t  for  all  the  energy  he  puts  into  his 
itechnical  interests,  Allen  is  a  soft- 
re  guy  at  heart.  He  never  strayed  far 
m  computers  or  from  thinking  about 
future  of  technology, 
-•ast  year,  Allen  took  off  several 
nths  to  travel  and  recharge  his  bat- 
ies.  He  read  voraciously  and  thought 


networks  and  dig- 
ital information  delivery,"  explains  Steve 
Wood,  a  colleague  since  the  early  Micro- 
soft days.  "Paul  is  always  looking  for 
the  next  great  leap." 

Asymetrix,  Allen's  most  mature  start- 
up, was  actually  launched  in  1985.  But 
its  first  successful  product  didn't  appear 
until  last  year.  Multimedia  ToolBook 
provides  software  building  blocks  that 


helf)  developers  write  programs  for  Mi- 
crosoft Windows  that  integrate  video 
and  sound.  A  big  hit,  it  accounts  for 
more  than  half  of  the  privately  held  com- 
pany's estimated  $20  million  in  1992  rev- 
enues. This  year,  Asymetrix  launched 
two  new  products — MediaBlitz!  and  Mul- 
timedia Make  Your  Point.  Allen  hopes  to 
launch  a  half-dozen  more  next  year. 

Another  big  Allen  project  is  SkyPix 
Corp.,  which  was  formed  by  others  to 
provide  up  to  80  pay-per-view  TV  chan- 
nels by  direct-broadcast  satellite.  Allen 
invested  $10  million  in  1991  to  get  at 
technology  that  compresses  video  and 
data  so  more  of  it  can  be  delivered  by 
satellite.  SkyPix,  however,  hit  a  wall 
when  it  became  known  that  its  chair- 
man, Frederick  Greenberg,  was  being  in- 
vestigated by  a  federal  grand  jury  for 
past  business  practices.  That  spooked  in- 
vestors, and  by  this  past  September, 
SkyPix  had  landed  in  Chapter  11. 
SATELLITE  DELIVERY.  In  January,  a  bank- 
ruptcy judge  in  Seattle  will  decide  be- 
tween two  competing  reorganization 
plans:  one  submitted  by  Allen,  the  other 
by  Greenberg.  Allen's  plan  proposes  to 
pump  $150  million  into  the  compa- 
ny to  commercialize  its  satellite 
technology.  Possessing  such  a  de- 
livery system  is  key  to  Allen's 
strategy.  In  May,  he  set  up  a  sepa- 
rate company,  called  Starwave 
Corp.,  to  develop  information  prod- 
ucts to  be  fed  into  homes  and  of- 
fices via  satellite  and  cable.  Run  by 
Steve  Wood,  Starwave  hopes  to 
launch  a  product  by  1995. 

Starwave  could  commercialize  tech- 
nologies developed  at  Interval  Re- 
search, Allen's  new  think  tank.  Inter- 
val is  modeled  after  Xerox  Corp.'s 
famed  Palo  Alto  Research  Center 
(PARC),  which  pioneered  such  technol- 
ogies as  the  computer  mouse,  laser 
printers,  and  the  graphical  interface  lat- 
er used  in  Apple  Computer  Inc.'s  Macin- 
tosh. To  run  the  new  lab,  Allen  hired 
David  E.  Liddle,  a  former  PARC  research- 
er and  IBM  exec.  Focused  squarely  on 
the  long  term.  Interval's  charter  is  to 
figure  out  ways  to  manage  the  flood  of 
information  that  will  be  unleashed  by 
revolutionary  new  amalgamations  of 
telecommunications,  TV,  and  computers. 

Some  friends  still  worry  about  Allen, 
who  continues  to  suffer  from  frequent 
colds.  Can  he  play  top  executive  over 
such  a  diverse  set  of  interests?  Liddle, 
who  considers  Allen  a  true  visionary, 
isn't  concerned:  "He's  remarkable.  He's 
not  a  guy  who  was  in  the  right  place  at 
the  right  time  and  got  bloody  rich.  He's 
just  really  smart."  To  put  it  another 
way,  when  Paul  Allen  says  multimedia 
is  the  wave  of  the  future,  you  can  bet 
he's  more  than  just  a  talking  head. 

By  Don  Jones  Yang  in  Bellevue,  Wash., 
with  Kathy  Rebello  in  San  Francisco 
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There's  a  revolution  going  on  in  the  personal  computer 
industry.  Established  ways  of  doing  business  don't  work 
anymore,  torcing  many  PC  companies  to  make  drastic 
changes.  What  caused  this  upheaval  -  and  what  does  it 
mean  to  you? 

The  revolution  began  seven  years  ago  in  the  Midwest 
when  22-year-old  Ted  Waitt  started  a  direct  market 
computer  company  called  Gateway  2000.  Gateway  is  the 
maverick  PC  manufacturer  located  in  South  Dakota  that  has 
grown,  almost  unnoticed,  to  exceed  $1  billion  in  annual 
revenue.  The  latest  International  Data  Corp.  research  shows 
Gateway  2000  with  a  }M  share  of  the  U.S.  PC  market, 


compared  to  Compaq  with  3.5'7(  and  Dell  with  2.1%. 

How  did  a  little  midwestern  company  manage  to  do  this 
We  run  our  high-tech  business  the  old-fashioned  way.  We 
keep  our  overhead  low  (it's  the  lowest  in  the  business). 
We  put  our  energy  and  money  into  our  products  and 
people.  We  treat  our  customers  like  friends.  And  we  neve 
get  greedy.  We  have  the  lowest  prices  in  the  industry  -  an( 
we  lower  prices  every  time  we  can. 

These  radical  concepts  have  also  made  us  the  most 
profitable  company  in  our  segment  of  the  PC  market, 
which  means  we're  going  to  be  here  for  you. 


What  you  see  other  computer  makers  doing  today  - 
truggling  in  vain  to  get  their  overhead  down,  cutting 
omers  on  quality,  features  and  performance  to  get  their 
rices  down  -  is  a  direct  result  of  the  midwestern  phenom- 
non  called  Gateway  2000. 

And  now  you  know  where  to  get  the  best  buy  on  quality, 
igh-performance  PCs  (or  other  computer  products:  we  sell 
esktops,  notebooks,  a  great  little  HandBook,  printers, 
oftware,  multimedia  components,  peripherals  and  much 
lore).  Whether  you're  a  Fortune  500  company,  small 
usiness  or  individual,  give  us  a  call!  We'll  give  you  the 
ind  of  value  you  thought  was  a  thing  of  the  past. 


As  an  example  of 
the  kind  of  value 
we  offer,  a  - 
Gateway  33  MH: 

Intel-based  4(%DX  systetn  includes: 

Windows.  MS-DOS.  utilities.  Microsoft  application  softvi'are.  4MB  RAM.  64K  cache.  2 
diskette  drives,  a  fast  20QMB  hard  drive,  a  video  subsystem  that's  optimized  fin- 
Windows  peiformance.  a  14-inch  1024  \  76(S'  color  numitor.  a  l24-ke\  prof^rammablc 
keyboard,  a  mouse  and  more.  All  for  $1995. 


GAmm2ooo 


"You've  1^0!  a  friend  in  (he  business." 

800-GATEWAY 

W)0-428-3929  •  605-232-2000  •  Fax  605-232-2023 
610  Gateway  Drive  •  North  Sioux  City,  SD  57049-2000 


conomics 


EMPLOYMENT  I 


WHITE  COLLARS  ARE 
COMING  BACK  IN  STYLE 


Good  news  for  the  economy:  Professional  firms  are  hiring 


nijrj^ed  down  by  cuts  in  defense 
I  spending  and  corporate  belt- 
tightening,  the  U.  S.  job  market 
still  seems  mired  in  mud.  Even  though 
the  economy  is  expanding,  the  number 
of  white-collar  jobs  has  remained  almost 
flat  since  the  beginning  of  1992.  And  the 
latest  report  from  the  Bureau  of  Labor 
Statistics  (BLS)  shows  that  manufactur- 
ing jobs  are  continuing  to  disappear  at  a 
distressing  rate. 

But  there's  good  news  from  one  part 
of  the  employment  front.  Largely  unno- 
ticed, a  group  of  high-paying,  white-col- 
lar industries,  which  were  battered 
early  by  the  recession,  has  started 
hiring  in  recent  months.  Such  busi- 
ness services  as  advertising,  manage- 
ment consulting,  securities  and  com- 
modities brokering,  and,  to  a  lesser 
extent,  legal  services  and  accounting 
are  all  expanding  again,  after  an  un- 
precedented loss  of  jobs  over  the  past 
few  years. 

These  service  industries — dominat- 
ed by  small  and  medium-size  compa- 
nies— are  adding  workers,  even  while 
other  parts  of  the  economy  continue 
to  chop  them.  Banking  is  still  shed- 
ding jobs  at  a  rapid  rate,  with  no  end 
in  sight.  Defense  cuts  are  taking 
their  toll  on  engineering  and  technical 
personnel.  And  big  outfits  such  as 
General  Motors  Corp.  and  IBM  are 
promising  to  take  more  chunks  out  of 
their  white-collar  work  force. 
VROOM.  The  revival  of  job  growth  in 
business  services — which  propelled 
the  boom  of  the  1980s — will  play  a 
key  role  in  boosting  the  overall  econo- 
my. The  biggest  winners  will  be  such 
cities  as  New  York  and  Chicago, 
where  such  jobs  are  concentrated. 

The  employment  gains  in  business 
service  don't  show  up  in  the  well-pub- 
licized monthly  BLS  report.  But  a 
BUSINESS  WEEK  analysis  of  govern- 
ment job  data  on  specific  industries 
reveals  just  how  strong  the  upturn 
has  been.  Over  the  past  six  months, 
the  securities  industry  has  been  ex- 
panding at  a  7.47"  annual  rate 
(chart) — almost  as  fast  as  it  did  dur- 
ing the  go-go  '80s.  Firms  providing 
management  consulting  and  other 


services,  excluding  self-employed  consul- 
tants, have  been  adding  jobs  at  a  6.57" 
rate.  Even  advertising,  which  was  hard 
hit  by  falling  sales  last  year,  has  re- 
gained two-thirds  of  the  jobs  it  lost  from 
1989  to  1991. 

While  the  rest  of  the  private  sector 
has  not  grown  at  all,  these  industries  in 
total  have  gained  about  60,000  jobs  over 
the  past  year.  And  in  purchasing  power, 
this  increase  is  equivalent  to  a  rise  of 
120,000  jobs,  because  the  jobs  in  these 
industries  are  among  the  best-paid  in  the 
U.  S.,  with  wages  and  salaries  about 


double  the  national  average.  Indeed,  t 
en  together,  these  industries  now 
count  for  a  bigger  share  of  wages  e 
salaries  than  the  automobile,  chemic 
and  steel  industries  combined.  For  tl 
reason,  increased  hiring  by  business  s 
vices  gives  a  disproportionately  1 
boost  to  the  national  economy. 

Job-hunting  in  business  services,  wl 
still  rough,  has  become  much  easier,  i 
week's,  help-wanted  index  for  adver 
ing,  marketing,  and  media  jobs  is 
about  257  over  last  year.  By  contn 
the  Conference  Board's  index  of  h( 
wanted  listings  across  the  entire  eco 
my  is  flat.  Right  Associates,  a  Philac 
phia  outplacement  firm,  reports  t 
business  services  are  hiring  far  m^ 
people  than  they  are  cutting.  And  exe 
tive  headhunters  are  also  reporting 
pickup.  Says  Joan  Zimmerman,  exe 
tive  vice-president  at  G.  Z.  Stephens, 
cruiters  for  the  securities  indust 
"We're  seeing  hiring  across  the  boar 
Many  law  and  accounting  firms,  wh 
either  cut  jobs  or  hired  very  caution 
during  the  recession,  are  stepping 
recruitment  of  new  graduates.  1 
example,  Skadden,  Arps,  Sla 
Meagher  &  Flom,  the  big  New  Yi 
law  firm,  is  hiring  257"  more  sumr 
associates  than  it  did  a  year  ago,  s; 
executive  partner  Peter  P.  Mull 
"We  saw  a  turning  point  in  Jul 
says  Jane  Thieberger,  assistant  d< 
for  placement  at  New  York  Unive] 
ty's  School  of  Law.  "An  increaj 
number  of  law  firms  are  startingi 
do  hiring."  At  accounting  giant  Pi 
Waterhouse,  entry-level  hiring  is 
about  107"  this  year.  Says  La 
Scott,  national  recruiting  direcl 
"This  is  real." 

In  part,  these  hiring  gains  are 
natural  rebound  from  a  disastrous 
cession.  In  1981-82,  employment 
business  services  kept  growing  ri 
through  the  downturn  in  the  rest 
the  economy.  They  seemed  imm 
to  the  business  cycle.  But  this  ti 
they  were  among  the  first  hit  by 
slump,  helping  set  the  tone  of 
"white-collar  recession."  The  num 
of  advertising  and  accounting  j( 
for  example,  peaked  in  the  fall 
1989,  well  before  the  recession's  c 
cial  start  in  July,  1990. 
'SO  THIN.'  Many  firms  tightened  tl 
belts  so  hard  they  pinched,  especi 
once  business  began  to  pick  up  e; 
in  1992.  Fearing  the  worst,  law 
accounting  firms  had  cut  back  hii 
more  than  the  actual  fall  in  busir 
warranted.  "We  dropjjed  down  so 
what  lower  [in  employment]  than 
wanted  to  be,"  admits  Mullen 
Skadden  Arps.   And  advertisi 
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ich  went  through  a  wave  of  restruc- 
■ing  and  cost-cutting,  is  even  leaner, 
ward  R.  Roller  Jr.,  president  of  the 
ward-Sloan  Roller  (ilroup,  a  recruiter 
advertising,  says  ad  agencies  "are  so 
n  they  can't  get  any  more  out  of  their 
)ple." 

rhese  industries  will  keep  adding  jobs 
the  economy  expands,  since  the  de- 
.nd  for  legal,  advertising,  and  account- 
;  services  rises  with  the  gross  domes- 
product.  Securities  firms,  which 
)ect  near-record  earnings  this  year, 
1  continue  to  hire.  And  consultants 
1  other  outside  professional  firms  will 
lefit  from  the  white-collar  cutbacks 
•OSS  the  rest  of  the  economy,  since 
,ny  companies  have  chopped  staffs  so 


much  that  ihey  have  U)  farm  oui  work 
formerly  done  in-house. 

The  rebound  in  business  services  will 
be  a  much  needed  tonic  for  the  country's 
biggest  cities,  which  have  suffered  badly 
from  the  recession.  New  York,  Chicago, 
and  Los  Angeles  together  have  10%  of 
all  jobs  in  the  country.  But  they  have 
about  half  of  all  jobs  in  the  securities 
industry,  about  one-third  of  all  advertis- 
ing jobs,  and  about  20'a  of  all  law  and 
accounting  jobs. 

New  York  City's  economy,  in  particu- 
lar, rises  and  falls  with  these  industries, 
which  make  up  about  20'a  of  the  income 
generated  in  the  city.  BUSINESS  WEEK'S 
analysis  of  BLS  data  shows  that  start- 
ing this  summer,  the  number  of  securi- 


ties-industry jobs  in  New  York  City 
began  to  rise  for  the  first  time  since 
the  1987  crash.  New  York  City  law 
firms,  too,  are  starting  to  add  to  their 
payrolls. 

Along  with  high-tech,  business  ser- 
vices are  at  the  core  of  the  modern  U.  S. 
economy.  They  are  among  the  few  sec- 
tors in  which  America  has  a  clear  global 
competitive  advantage.  When  they  pros- 
pered in  the  1980s,  the  country  grew, 
and  when  they  struggled,  so  did  every- 
one else.  That's  why  recovery  from  the 
recession  has  proved  extraordinarily  dif- 
ficult. The  hiring  rebound  in  business 
services  may  signal  that  the  end  to  the 
long  slump  is  finally  in  sight. 

By  Michael  J.  Mandel  ni  New  York 


THE  SELF-EMPLOYED  START  TRADING  IN  THEIR  SHINGLES 


I  When  Gary  L.  Daugh- 
■flSv  erty  lost  his  job  in 

WW  1989,  he  decided  to 
)pe  in  the  same  way  as  many 
.her  professionals:  He  became 
consultant.  Daugherty,  45, 
id  spent  most  of  his  career  at 
ashville-based  Aladdin  Indus- 
ies  Inc.,  rising  to  vice-presi- 
3nt  for  human  relations.  He 
)on  landed  several  assign- 
ents,  including  a  major  one  to 
!cruit  for  a  small  company  in 
le  Northeast.  By  hustling, 
augherty  was  able  to  maintain 
le  pay  he  had  enjoyed  at  Alad- 
n.  But  in  July,  when  a  job  as 
ce-president  for  human  re- 
mrces  came  up  at  Gibson  Greetings 
ic,  he  grabbed  it.  Says  Daugherty: 
rhe  hardest  part  about  being  self- 
nployed  is  finding  new  work." 
Daugherty  is  not  alone.  With  many 
hite-collar  industries  hiring  again, 
)nie  self-employed  are  going  back  to 
ork  for  companies,  bringing  to  an  end 
le  extraordinary  surge  in  self-employ- 
ent  that  began  in  the  1980s.  That,  in 
irn,  may  force  a  revision  of  some  pop- 
lar notions  about  white-collar  work- 
's. Since  the  recession  began,  many 
jservers  have  argued  that  with  big 
)rporations  restructuring  and  thin- 
ng  the  ranks  of  managers  and  pro- 
!Ssionals,  the  only  way  for  many  pro- 
;ssionals  to  survive  in  the  '90s  would 
3  to  hang  out  a  shingle  and  go  into 
asiness  for  themselves. 
EW  WAVE.  Today,  this  theory  seems 
I  have  parted  company  with  reality, 
fter  rising  steadily  through  the  1986s 
id  then  shooting  up  early  in  the 
Jwnturn,  self-employment  among  pro- 
issionals  in  the  past  year  has  dipped, 
^hile  very  large  corporations  have  cut 
leir  ranks  of  professionals  and  are 


DAUGHERTY  JUMPED  AT  AN  OFFER  FROM  GIBSON  GREETINGS 


still  shedding  workers,  small  and  mid- 
size ones,  especially  in  business  ser- 
vices, have  been  creating  white-collar 
jobs.  That's  enough  to  give  some  of  the 
world's  Daugherty s  a  chance  to  get 
back  into  the  corporate  fold.  "If  self- 
employment  by  managers  and  profes- 
sionals was  the  wave  of 
the  future,  it's  not  hap- 
pening now,"  notes  An- 
drew M.  Sum,  a  labor 
economist  at  Northeast- 
ern University. 

It's  easy  to  see  why 
analysts  believed  that 
the  self-employment 
boom  of  the  1980s 
would  be  fueled  by  the 
recession.  The  economy 
shed  1.3  million  jobs 
from  the  third  quarter 
of  1990  to  the  first  quarter  of  1991, 
according  to  the  Bureau  of  Labor  Sta- 
tistics. And  large  companies — even 
many  of  those  in  the  manufacturing 
sector — cut  white-collar  jobs  merciless- 
ly. That  sent  plenty  of  managers  going 
into  business  for  themselves.  It  all  fit 


neatly  into  a  longer-term  trend 
toward  white-collar  self-employ- 
ment, which  grew  by  30%-  from 
1982  to  1991,  vs.  an  overall  em- 
ployment gain  of  just  18%  over 
that  period. 

RECLASSIFIED.  Yet  since  then, 
the  trend  has  gone  into  reverse. 
From  the  second  quarter  of 
1991  to  the  third  quarter  of  this 
year,  white-collar  self-employ- 
ment fell  by  more  than  6%,  to 
2.9  million  (chart). 

Where  did  all  those  consul- 
tants go?  BLS  surveys  don't 
track  the  self-employed  closely 
enough  to  know  for  sure,  so 
some  could  have  retired  or  with- 
from  the  labor  market.  And 
may  simply  be  reclassifying 
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drawn 
some 

themselves  as  employees  after  the  In 
ternal  Revenue  Service  in  1987  began  a 
crackdown  on  companies  that  carried 
contract  employees  on  their  books  as 
self-employed.  But  some  are  getting 
jobs  again.  Headhunt- 
ers  say  they're  now 
placing  more  self- 
employed  professionals 
in  corporate  jobs.  Says 
Dan  Parker,  a  vice-pres- 
ident at  A.  T.  Rearney 
Inc.  in  Atlanta:  "Many 
of  these  people  are  go- 
ing back  to  smaller 
companies,  which  is 
where  the  hiring  is." 

The  sluggish  econo- 
my still  is  causing  plen- 
ty of  turmoil  for  white-collar  workers. 
But  hiring  by  many  corporations  is  in- 
creasing, not  shrinking.  And  if  there's 
a  company  job  to  be  had,  many  of  the 
self-employed  are  only  too  happy  to 
jump  at  it. 

By  Aaron  Bernstein  in  New  York 
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A  SALUTE  TO  THE  MEMBERS  OF  THE 


DISABILITY  2000  -  CEO  COUNCIL 

The  Disability  2000  -  CEO  Council,  formed  by  the  National  Organization  on 
Disability,  now  includes  over  300  Chief  Executive  Officers  and  corporate  members. 
These  CEOs  are  proudly  committed  to  the  goal  of  expandeci  employment  of  people 
with  disabilities  by  the  year  2000.  N.O.D.  extends  its  sincerest  appreciation  to  council 
members  whose  support  has  made  another  successful  year  possible. 


3M  •  Allen  F.  Jacobson 

AAA  Qk)I'i;r  Tkansi'ortatiox  •  G,  Mack  Dove 

Abco  Markets,  Inc.  •  Edward  G.  Hill,  [r. 

Action  TECHN0LLX,it5,  Inc.  •  Russell  G.  Redenbaugh 

ADVANSTAK  COMMUN'ICATIOXS,  I\C.  • 

Richard  B.  Swank 
The  AESCoRi'ORATiox  •  Roger  VV.  Sant 
Ak70  America  Inc.  •  Richard  M.  Clarke 
Alabama  Power  Compaxi  •  Elmer  B,  Harris 
Aladdi\  Mil  ls,  I\c.  •  Alan  Lorberbaum 
Alexander  &  Baldwin,  Inc.  •  John  C.  Couch 
Allia.ntTechsystems  •  Toby  G.  Warson 
Allstate  Insurance  Company  •  Wayne  E.  Iledien 
American  Brands,  Inc.  •  William  J.  Alley 
American  Electric  Power  Service  Corporation  • 

Richard  E.  Disbrow 
American  Express  Company  •  James  D.  Robinson,  III 
American  Fcxids  Group,  Inc.  •  Carl  W.  Kuehne 
American  Home  Prodlcts  Corporation  • 

John  R.  Stafford 
American  International  Gkolp  • 

Maurice  R.  Greenberg 
Ameritfch  •  William  L,  Weiss 
Amgen,  Inc.  •  Gordon  M.  Binder 
AMP  Incorporated  •  Harold  A.  Mclnnes 
Amsco  International  •  David  A.  Nelson 
Amway  Corporation  •  Richard  M,  DeVos 
Anchor  Indlstries  Internationa  i  • 

Vincent  J.  Naimoli 
Anheuser-Blscii  Companiis,  Inc.  • 

August  A  Busch,  III 
Appi  e  Computer,  Inc.  •  John  Scullev 
Applied  Materials  •  James  C.  Morgan 
Arc  her  Daniels  Midland  Company  • 

Dvvayne  O  Andreas 
ARCO  •  Lodwrick  M.  Cook 

Aristec  h  Chemical  Corporation  •  Thomas  Marshall 

Arthl  r  Andersen  &  Co.,  SC  •  Lawrence  A  Weinbach 

.^RmL  R  D.  Lirii  F,  Inc.  •  Charles  R.  LaMantia 

Asten  Grolp,  1n(.  .  •  Ed  Walther 

AT&T  •  Robert  E  Allen 

Austin  Powder  Company  •  Da\  id  M  Gleason 

Avis  •  Joseph  V.  Vittoria 

Avon  Products  Inc.  •  James  E.  Preston 

Bacardi  Imports,  Inc.  •  Juan  Grau 

Bank  OF  America  •  Richard  M.  Rosenberg 

Baitist  Healthcare  System,  Inc.  • 

Edgar  D.Vaughn 
Bay  Area  Rapid  Transit  Disii  kt  •  Frank  J.  Wilson 
Bell  Ati  a^.  .ic  Corporation  •  Raymond  W.  Smith 


Benia.min  Moore  &  Company  •  Maurice  Workman 
Betz  Laboratories,  Inc.  •  John  F.  McCaughan 
Branch  Banklnc,  and  Trust  Company  •  John  Allison 
The  Brenlin  Group,  Inc.  •  David  L.  Brennan 
Bristol-Myers  Squibb  •  Richard  L.  Gelb 
Brooklyn  Union  Gas  Company  •  Robert  B.  Catell 
Browninc-Ferris  Industries  • 

William  D.  Ruckelshaus 
Burroughs  Wellcome  Co.  •  Philip  R.  Tracy 
Business  Week  •  John  W.  Patten 
C&D  Charter  Power  Systems,  Inc.  •  Robert  Alvine 
California  Steel  Industries,  I.nc.  •  Takehiko  Haga 
Cambrex  Corporation  •  Cyril  C.  Baldwin,  Jr. 
Carolina  Steel  Corporation  •  H.H.  Williamson,  III 
Centel  Corpor.ation  •  John  P.  Frazee,  jr. 
Champion  Enterprises,  Inc.  •  Walter  R.  Young,  Jr. 
Charles  Schwab  &  Co.,  Inc.  •  Charles  R.  Schwab 
Chemical  Banking  Corporation  • 

John  F.  McGillicuddv 
CIGNA  Corp.,  Special  Marketing  Division  • 

John  K.  Leonard 
The  CIT  Grolp,  Inc.  •  Albert  R.  Gamper,  Jr. 
Citibank  •  John  S.  Reed 
CLARCOR  •  Lawrence  E,  Gloyd 
The  Clorox  Company  •  G.  Craig  Sullivan 
The  Ccxa-Cola  Bottling  Group  (Southwest),  Inc.  • 

Edmund  M.  Hoffman 
Colgate-Palmolive  •  Reuben  Mark 
Columbus  McKinnon  Corpc^ration  • 

Herbert  P.  Ladds,  Jr. 
Comcast  Corporation  •  Ralph  J.  Roberts 
Commonwealth  Insurance  Company  • 

Thomas  H.  Schnick 
CoNNELL  Limited  Partnership  •  William  E.  Connell 
Consolidated  Rail  Corporation  •  James  Hagen 
Continental  Bank  •  Thomas  C.  Theobald 
Converse,  Inc.  •  Gilbert  Ford 
Crowley  Maritime  •  Thomas  Crowley 
Cubic  Corporation  •  Walter  J.  Zable 
Damon  Corporation  •  Robert  L.  Rosen 
Darling-Delaware  Company,  Inc.  •  Frank  W.  Miller 
Davis  Companies  •  Marvin  Davis 
Da>iTcyn  Hudson  Corporation  •  Kenneth  A.  Macke 
DCA  •  Charles  G.  Betty 

The  Dexter  Corporation  •  K.  Grahame  Walker 

Diasonics,  Inc.  •  Stewart  Carrell 

Diebold,  Incorpor^ated  •  Robert  W.  Mahoney 

Digital  Equipment  Corporation  •  Kenneth  H.  Olsen 

Direct  Media,  Inc.  •  David  W.  Florence 

Dole  Food  Company,  Inc.  •  David  H  Murdock 


Domino  Sugar  Corporation  •  Ed  Makin 
DoRSAR  Industries  •  Stephen  Feinberg 
Du  Pont  •  Edgar  S.  Woolard,  Jr. 
The  Dun  &  Bradstreet  Corporation  • 

Charles  W.  Moritz 
DuNLOP  Tire  Corpor.ation  •  Randall  L.Clark 
Duracell,  Inc.  •  C.  Robert  Kidder 
Eastman  Kodak  Company  •  Kay  R.  Whitmore 
EcoLAB,  Inc.  •  Pierson  M.  Grieve 
EG&G,  Inc.  •  John  M.  Kucharski 
The  Elder-Beerman  Stores  Corp.  •  Milton  Hartley 
E.MPLOYERS  Mutual  Casualty-  Co.  •  Bruce  G.  Kelley 
Erxst  &  Young  •  Ray  J,  Groves 
Exxon  Corporation  •  Lawrence  G.  Rawl 
Federal-Mogl  L  Corporation  •  Dennis  J.  Gormley 
First  Chicago  •  Richard  L.  Thomas 
First  Interstate  Bancorp  •  Edward  M.  Carson 
First  National  Supermarkets,  I.nc.  • 

Richard  Bogomolny  j 
Fisher  Scientific  Company  •  Stelios  B.  Papadopouk 
Fleet  Financial  Group  •  Terrence  Murray 
Flexel,  Inc.  •  W.  Lindsey  Walters 
Foodmakfr,  I.ncorporated  •  Jack  W.  Goodall 
Forbes,  Inc.  •  Malcolm  S.  Forbes,  Jr. 
FR.ANKLIN  Resources  •  Charles  B.  Johnson 
Freddie  Mac  •  Leland  C.  Brendsel 
Frederick  Atkins,  Inc.  •  Ferd  O.  Lawson,  Jr. 
Gannett  Broadcasting  •  Cecil  L.  Walker 
Gene.ntech,  Inc.  •  G.  Kirk  Raab 
General  Host  Corporation  •  Harris  J.  Ashton 
General  Instrument  Corporation  • 

Donald  H.  Rumsfeld 
General  Public  Utilities,  Inc.  •  W.C.  Kuhns 
The  Gillette  Company  •  Alfred  M.  Zeien 
Gitano  Group,  Inc.  •  Morris  Dabah 
Glaxo  Holdings  p.l.c.  •  Dr.  Ernest  Mario 
Golden  Rule  Insurance  Company  •  John  M.  Whel 
Goldman,  Sachs  &  Co.mpa.ny  •  Ste\'en  Friedman 
The  Gcx)Dyear  Tire  &  Rubber  Company  • 

Stanley  C.  Gault 
Granite  Construction  Company  •  Da\  id  H,  Watt: 
Graybar  Electric  •  Edward  McGrath 
Greyhound  Lines,  Inc.  •  Frank  J.  Schmieder 
Grow  Group,  Inc.  •  Russell  Banks 
H.P.  Hood,  Inc.  •  Robert  L.  Keller 
H.asbro,  Inc.  •  Alan  G.  Hassenfeld 
The  Hearst  Corporation  •  Frank  A.  Bennack,  Jr. 
High  Industries,  Inc.  •  S.  D.  High 
Hi.x:ik-SupeRx,  Inc.  •  Philip  E.  Beekman 
Household  International  •  Donald  C.  Clark 


JUSTON  LlCHTINC;  &  POWEK  COMI'ANY  • 

Don  D.  Jordan 

.iNOisTcwL  Works,  Inc.  •  John  D.  Nichols 
IC  Fertilizer,  Inc.  •  Billie  B.  Turner 

3ERS0LL-RAND  •  T.  H.  BUlck 

rERMir  Corporation  •  John  W.  I'.ixton 

rRACORl'  •  S.  Jeffrey  Ackerm<in,  M.D. 

WCARE  Corporation  •  A.  Malachi  Mixon,  III 

lACA  Industries,  Inc.  •  Jim  D.  Waller 

..  Penney  Co.,  Inc.  •  William  R.  Howell 

.  Foodservice,  Inc.  •  James  L.  Miller 

.  Morgan  &  Company,  Inc.  •  Dennis  Weatherstone 

3C  EcKERD  Corporation  •  Stewart  Turley 

nffiONViLLE  Electric  AuTHORin  •  Royce  Lyles 

IN  Blair  Communications,  Inc.  • 

James  H.  Rosenfield 

LN  Hancock  Financial  Services  • 

Stephen  L.  Brown 

1NSON  &  HicciNS  •  David  A.  Olsen 

INSON  &  Johnson  •  Ralph  Larsen 

iNSON  Controls  •  James  H.  Keyes 

INSON  Publishing  Company,  Inc.  •  John  H.  Johnson 

E  Jordan  Company  •  John  W.  Jordan  II 

lEPH  E.  Seagram  &  Sons,  Inc.  •  Edgar  M.  Bronfman 

VA-T  Food  Stores,  Inc.  •  Jack  C.  Smith 

ebler  Company  •  Thomas  M.  Garvin 

LLOGG  Company  •  Arnold  G.  Langbo 

1  Gas  Service  •  John  E.  Hayes,  Jr. 

'MG  Peat  Marwick  •  Jon  Madonna 

farce  Corporation  •  Robert  W.  Murdoch 

ndstar  Systems,  Inc.  •  Jeffrey  Crowe 

i  Apparel  Company  Inc.  •  Frederick  J.  Rowan,  II 

ECO  Services  Corporation  •  Barney  F.  Kogen 

icoln  National  Corporation  •  Ian  M.  Rolland 

CTITE  Corporation  •  Kenneth  W.  Butterworth 

NG  John  Silver's,  Inc.  •  Clinton  A.  Clark 

u  Ana  Foods,  Inc./Schad  Ind.  • 

Theodore  G.  Schad,  Jr. 

uisiana-Pacific  Corporation  •  Harry  A.  Merlo 
THERAN  General  HealthSyste.vi  • 
Stephen  L.  Ummel 

iiRGEOTES  Fertitta  &  Weiss,  Inc.  •  George  Fertitta 
vRriott  Corporation  •  J.  W.  Marriott,  Jr. 
e  May  Department  Stores  Company  • 
David  C.  Farrell 

5NA  America  •  Charles  M.  Cawley 
;Caw  Cellular  Communications  • 
Craig  O.  McCaw 

:Graw  Hill,  Inc.  •  Joseph  L.  Dionne 
;i  Communications  Corporation  • 
Bert  C.  Roberts,  Jr. 

:Lane  Company,  Inc.  •  Drayton  McLane,  Jr. 
ilLON  Bank,  N.A.  •  Frank  Cahouet 
iNASHA  Corporation  •  W.  H.  Drew 
iRCHANTS  Distributors,  Inc.  •  Boyd  L.  George 
•RIDian  Bancorp,  Inc.  •  Samuel  A.  McCullough 
•RRILL  Lynch  &  Co.,  Inc.  •  Daniel  Tully 
CHAel  T.  Rose  Companies  •  Michael  T.  Rose 
d-America  National  Bank  •  Joseph  D.  Mathewson 
NE  Safety  Appliances  Company  •  John  T,  Ryan,  III 
)BIL  Corporation  •  Allen  E.  Murray 
)NSANTO  •  Richard  J.  Mahoney 


Motorola  Inc.  •  George  M.  Fisher 

Mui.Tli  WL*  •  Anthony  Luiso 

Nash  Finch  Company  •  Harold  B.  Finch,  |r. 

National  Medical  Enterprises  •  Richartl  K.  Eamer 

NationsBank  •  Hugh  L.  McColl,  jr. 

Navistar  Internationai  CoRroKAiiox  • 

James  C.  Cotting 
NCR  Corporation  •  Gilbert  Williamson 
NEC  America,  Inc.  •  Hi.sashi  Kaneko 
Nellcor  Incorporated  •  C.  Raymond  Larkin,  Jr. 
New  Jersey  Resources  Corp.  •  Oliver  G.  Richard,  III 
NoRDsoN  Corporation  •  W.  P.  Madar 
North  American  Life  &  Casualty  Company  • 

Lowell  C.  Anderson 
Northern  States  Power  Company  • 

James  J.  Howard  III 
Northern  Trust  Corpoiwion  •  David  W,  Fox 
Novell,  Inc.  •  Raymond  J.  Noorda 
Nutri/System,  Inc.  •  A.  Donald  McCullock,  Jr. 
OliiN  Corporation  •  John  W.  Johnstone,  Jr. 
ONEOK,  Inc.  •  J.  D.  Scott 

Oshman'sSporti.ng  Goods,  Inc.  •  Alvin  N.  Lubetkin 
Pall  Corporation  •  Maurice  G.  Hardy 
Parsons  Corporation  •  Leonard  J.  Pieroni 
Peavey  Electronics  Corporation  • 

Hartley  D.  Peavey 
Pegasus  Gold  Corporation  •  John  M.  Willson 
Pennsylvania  Power  &  Light  •  John  Kauffman 
Pentair,  Inc.  •  D.  Eugene  Nugent 
The  Perkin-Elmer  Corporation  •  Gaynor  N.  Kelley 
Perry  Printing  Corporation  •  Craig  Hutchiscm 
Pfizer  Inc.  •  W.C.  Steere,  Jr. 
Philip  Morris  •  Michael  Miles 
Pitney  Bowes,  Inc.  •  George  B.  Harvey 
Ply  Gem  Industries,  Inc.  •  Jeffrey  S.  Silverman 
Polaroid  Corporation  •  I.  MacAlIister  Booth 
PolyGram  Holding  Inc.  •  Eric  Kronfeld 
Potomac  Electric  Power  Company  • 

Edward  F.  Mitchell 
PPG  Industries,  Inc.  •  Vincent  A.  Sarni 
Price  Waterhouse  •  Shaun  F.  O'Malley 
Primerica  Corporation  •  Frank  G.  Zarb 
Public  Service  Company  of  Oklahoma  • 

Robert  L.  Zemanek 
QVC  Network,  Inc.  •  Joseph  M.  Segel 
The  Reader's  Digest  Association,  Inc.  • 

George  V.  Grune 
Reebok  International  Ltd.  •  Paul  Fireman 
Reliance  Electric  Company  •  John  C.  Morley 
The  Rockefeller  Group  •  Richard  A.  Voell 
The  Rockport  Compan\,  Inc.  •  Robert  E.  Slattery 
Rockwell  International  •  Donald  R.  Beall 
RODALE  Press,  Inc.  •  Robert  J.  Teufel 
ROLM  Company  •  H.  Mitchell  Watson,  Jr. 
Safety-Kleen  Corporation  •  Donald  W.  Brinckman 
Safeway,  Inc.  •  Peter  Magowan 
Sandoz  Pharmaceuticals  Corporation  • 

Tim  Rothwell 
Sara  Lee  Corporation  •  John  H.  Bryan 
Schering-Plough  Corporation  •  Robert  P.  Luciano 
Science  Applicatic^ns  Inter.national  •  J.  R.  Beyster 
Sea-Land  Service,  Inc.  •  John  Clancev 


Sensormatic  El. fctronics  Corporation  • 

Ronald  G.  Assaf 
SERD/BTS  •  Mercedese  M.  Miller 
ServiStar  Corporation  •  Larry  Zehfuss 
Silha  Associates  •  Otto  A.  Silha 
Simon  &  Schuster  •  Richard  Snyder 
Simplex  Time  Recorder  Co.  •  Edward  G.  Watkms 
SmithKline  Beecham  •  Robert  P.  Bauman 
Sony  Music  Entertainment,  Inc.  • 

Michael  P.  Schulhof 
Sprint  •  William  T.  Esrey 

Statoh  North  America,  Inc.  •  Oivind  Holm  Karlsen 

Steelcase,  Inc.  •  Jerry  K.  Myers 

Sunrise  Medical  Inc.  •  Richard  1 1,  Chandler 

Tambrands  Inc.  •  Martin  F.  C.  Emmett 

Teepak,  Inc.  •  James  E.  Hermesdorf 

Tennessee  Wholesale  Drug  Co.  •  James  E.  Richards 

Thiokol  Corporation  •  U.  E.  Garrison 

Time  Warner  Inc.  •  Steven  J.  Ross 

Towers,  Perrin  •  John  T.  Lynch 

Trans  World  Airlines,  Inc.  •  Carl  C.  Icahn 

Transamerica  Occidental  Life  Insurance  Company  • 

David  R.  Carpenter 
Transco  Energy  Company  •  John  P.  DesBarres 
Triton  Exploration,  Inc.  •  William  I.  Lee 
TW  Services,  Inc.  •  J.  J.  Richardson 
Tyson  Foods  Corporation  •  Don  Tyson 
U.S.  Can  Company  •  William  J.  Smith 
ULLICO,  Inc.  •  Robert  A.  Georgine 
Union  Pacific  Corporation  •  Drew  Lewis 
United  Healthcare  Corporation  • 

William  W.  McGuire,  M.D. 
United  Parcel  Service  •  Kent  Nelson 
United  Retaii  Grol  p.  Inc.  •  Raphael  Benaroya 
United  Teciinolcx,ies  •  Robert  F.  Daniell 
UNUM  Life  Insurance  Co.  of  America  • 

James  F.  Orr,  III 
The  Upjohn  Compan-i  •  Theodore  Cooper,  M.D. 
US  West,  Inc.  •  Jack  A.  MacAUister 
USF&G  •  Norman  P.  Blake,  Jr. 
UST,  Inc.  •  Louis  F.  Bantle 
USX  Corporation  •  Charles  A.  Corry 
Valley  National  Bank  of  Arizona  • 

Richard  J.  Lehmann 
Van  Dorn  Compan-i  •  William  G.  Pryor 
W.R.  Berkley  Corporation  •  William  R.  Berkley 
Wal-Mart  Corporation  •  David  D.  Glass 
Waldorf  Corporation  •  Eugene  U.  Frey 
Warner-Lambert  Company  •  Melvin  R,  Goodes 
Washington  National  Insurance  Company  • 

Kenneth  A.  Grubb 
Wells  Rich  Greene  BDDP  •  Kenneth  S.  Olshan 
The  West  Company,  Incorporated  •  William  G.  Little 
Western  Publishing  Group,  Inc.  • 

Richard  A.  Bernstein 
Westinghouse  Electric  Corporation  •  Paul  Lego 
WiLSEY  Foods,  Inc.  •  Jack  Davis 
Windmere  Corporation  •  David  M.  Friedson 
WooLWORTH  Corporation  •  Harold  E.  Sells 
Wyse  Technology  Inc.  •  Morris  Chang 
Xerox  Corporation  •  Paul  A.  Allaire 


■r  membership  information,  contact  Lisa  A.  Kelly,  Executive  Director,  Disability  2000  -  CEO  Council,  c/o  National  Organization  on 
sabilitv,  ^10  16th  Street,  N.W.,  Suite  600,  Washington,  D.C.  20006 
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Benefit; 


RETIREES,  YOUR  HEALTH  PLAHS 
lOOK  A  BIT  PEAKED 


Along  with  a  gold 
watch,  many  compa- 
nies traditionally  bid 
adieu  to  retiring  employee.s 
with  a  promise  to  pay  their 
health  insurance  costs,  at 
least  until  age  65  when  medi- 
care kicks  in.  But  these  days, 
more  and  more  retirees  are 
experiencing  the  realities  of 
the  workplace.  And  a  new  ac- 
counting rule.  effecti\'e  in  Jan- 
uary, may  cause  you  to  dig 
deeper  into  your  pocket  to 
pro\'ide  soiuid  medical  cover- 
age for  yourself  and  family. 
By  recognizing  the  inevitalile 
early,  though,  you  have  an  op- 
portunity to  plan  ways  to  jug- 
gle your  medical  budget  to 
assure  solid  protection. 

The  new  rule  reciuires  com- 
panies to  show  the  liability 
for  retirees'  health  benefits 
on  their  regular  financial 
statements.  The  drag  on  earn- 
ings, which  could  weaken 
share  prices,  should  put  great- 
er pressure  on  employers  to 
trim  medical  costs.  An  easy 
way  is  to  require  retirees  to 
pay  a  heftier  hunk  of  the  in- 
surance premium— 01-  e\'en  all 
of  it.  And  if  you  don't  think 
that's  a  fair  way  for  your 
company  to  reward  loyal  long- 
time workers,  consider  this: 
.Some  companies  have  elimi- 
nated health  lienefits  for  retir- 
ees altogether,  and  others,  in- 
cluding Unisys  and  McDonnell 
Douglas,  have  cuts  on  their 
drawing  Ixtards. 
READ  THE  RULES.  Before  you 
get  word  that  your  ex-em- 
ployer is  pulling  the  rug  out 
from  under  you.  a  first  step  is 
to  become  familiar  with  your 
plan's  COBRA  pro\  isions.  The 
term  stands  tor  the  govern- 
ment's Consolidated  Omnibus 
Budget  Reconciliation  Act  of 
1986.  but  it  might  well  be 
called  Continuation  of  Bene- 
fits lor  Retiring  Actives.  Its 
rules  go\'ern  how  long  an  em- 


ployee who  retires  lor  whose 
job  is  terminated!  can  contin- 
ue co\'erage  under  the  com- 
pany's group  health  plan. 

The  period  may  be  specif- 
ic—18  months,  typically— or 
however  long  it  takes  until 
you  are  eligible  for  medicare. 
Var\'ing  by  company, 
there  are  different 
arrangements  on 
how  much  of  the  health 
premium  gets  paid  l)y  the 
employer,  how  much  l)y  \  ou. 

Once  you  are 
armed  with 
the  data, 
you're  pre- 
pared to  decide 
whether  you 
need  to  l)uy  ad- 
ditional health 
coverage  for 
yourself  and  your 
family.  The  size  of 
your  company  can 
affect  the  decision. 
If  you  work  where 
there  are  20  or  more 
employees,  and  keej) 
working  past  6.5,  your 
employer  must  let  you 
.stay  in  the  regular 
health  plan.  Then  medi- 
care supplements  the 
company  benefits. 
KEEP  WORKING.  If  you  are 
still  at  work,  but  are  close 
to  retirement  age  and  fee. 
fairly  certain  you'll  face  siz- 
al)le  medical  bills  once  you 
say  goodbye,  you  might 
want  to  consider  delaying 
the  retirement  date.  If  the 
company  plan  calls  for  ac- 
ti\'e  employees  to  pay  only  a 
small  portion  of  the  health 
premium,  while  retirees  must 
pay  the  full  amount  and  per- 
haps get  fewer  benefits  be- 
sides, it  could  make  economic 
sense  to  stay  on  the  job  a 
while  longer. 

Don't  bank  on  medicare  to 
relieve  all  of  your  health  wor- 
ries once  vou  hit  65.  Its 


coverage  often  leaves  much 
to  be  desired.  For  instance,  a 
longtime  stay  in  a  hospital 
can  be  financially  disastrous: 
You  pay  S163  daily  after  the 
first  60  days.  S326  daily  after 
150  days,  and  all  costs  beyond 
that.  And  medicare  pays  noth- 
ing after  the  first  100  days 
when  a  patient  is  in  a  skilled- 


care   nursing  ho: 
There's  no  benefit, 
ther.    for  custoi 
care— the  k 
needed  by  m 
nursing  home  r 
dents— or  prescript 
drugs  once  you  are  oul 
the  hospital.  So  if  your 
employer's    own  gr^ 
plan  is  costly  or 
eludes  reti 
workers, 
will  need  tc 
vestigate 
•ost  of  medicare  s 
plement  policies,  so; 
times  called  medigap  or  n 
supp  coverage.  Th 
are  10  different  he; 
plans.  Each  offers  a 
sic  package  of  benel 
but  indi\'idual  policies 
elude  coverage  for 
things  as  skilled-nurs 
outpatient  drugs,  and 
venti\'e  medical  care.  A 
booklet.  Consunief's  Guia 
Medicare  Supplement  I: 
ranee,  has  helpful  in 
mation.  It's  available  f 
the  Health  Insurance 
>ociation  of  America. 
41455.    Washington,  E 
20018. 

Ron  Berman,  a  partne 
the  tax  department  of  G 
Thornton's  office  in  Madi 
Wis.,  says  some  compa 
have  reduced  their  cost; 
setting  up  separate  insur: 
pools  for  retired  emploj 
Older  than  the  general  v 
force,  retirees  have 
health  claims  and  conseqi 
ly  are  usually  insm-ed  at  1 
er  rates.  Rather  than 
them  off  completely,  the 
panies  agree  to  subsidize 
health  premiums  for  a  sj; 
ic  length  of  time— 5  o 
years,  say.  After  that,  r 
Berman,  the  retirees 
pay  the  full  premium. 

In  such  instances,  il 
good  idea  to  check  whf 
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can  join  with  others  in  a 
up  that  can  ask  an  insurer 
)rovide  covera<?e  at  lower- 
ti-individual  rates.  Church- 
fraternal  organizations, 
professional  associations 
in  make  such  deals.  "You 
100%  of  the  premium,  but 
less  than  you'd  pay  by 
rsclf,"  licrnian  says. 
RNING  SIGNALS.  Another 
i  some  companies  are  us- 
to  lower  their  own  costs 
le  heloing  loyal  workers 
retirees  stay  insured:  a 
lA.  That's  a  voluntary  em- 
yee  benefits  association, 
similar  to  a  401(k)  plan 
t  lets  you  sock  away  pre- 
dollars  in  an  investment 
junt.  with  the  money  spe- 
.•ally  earmarked  for  health 
ts  or  medical  insurance 
miums.   Because  vebas 
'6  strict  limits  on  the 
)unt  of  assets  that  can  be 
aside,  they're  not  widely 
liable.  But  more  compa- 
3,  particulai'ly  ones  where 
ployees  are  unionized,  are 
sidering  setting  them  up. 
f  there  is  an  upside  to  the 
/  accounting  rule,  it's  that 


RETIREE  MEDICAL  PLANS  GO 
UNDER  THE  KNIFE 


Employer  action' 

Percent  that  did 
it  since  1990 

Percent  that  plan 
it  by  1994 

RAISED  PREMIUMS 

30% 

17% 

INCREASED  COST-SHARING 
BY  RAISING  DEDUCTIBLE  OR 
OUT-OF-POCKET  MAXIMUM 

26 

14 

TIGHTENED  ELIGIBILITY 

11 

10 

INCREASED  BENEFITS 

12 

5 

TERMINATED  PLAN 

3 

4 

'Based  on  survey  of  1,380  companies 


DAM  4  FOSTER  HIGGINS  S  CO 


it  forces  com{)anies  to  get  the 
numbers  out  into  the  open, 
so  analysts  and  workers  will 
have  a  chance  to  si)ot  early- 
warning  signals  of  an  employ- 
er's inability  to  fund  health- 
care liabilities.  "Previously, 
employers  promised  benefits 
to  i-etirees  without  calculat- 
ing what  they  might  cost," 
says  Melissa  Krause,  an  audit 
l)artner  at  Deloitte  &  Touche. 
"Everything  was  pay-as-you- 
go.  So  you  could  work  25 
yeai's  and  then  discover  your 


company  didn't  have  enough 
money  to  keep  its  promises." 

In  the  mid-1980s,  that  hap- 
pened at  such  companies  as 
Colt  Industries,  Bethlehem 
Steel,  and  Bessemer  Cement. 
Now,  with  the  average  retired 
worker's  annual  health  costs 
running  about  $2,500  vs. 
$2,275  in  1990,  more  compa- 
nies are  planning  to  take 
steps  to  trim  expenses  in  the 
near  future.  The  propensity 
to  minimize  costs  or  slash 
benefits  shows  up  clearly  in 


a  Foster  Higgins  suryey  of 
1,380  employers  (table). 

Despite  President-elect 
('linton's  optimism  that  gov- 
ernment action  can  bring 
about  improved  health  care 
for  everyone.  Grant  Thorn- 
ton's Berman  says  the  indi- 
vidual shouldn't  depend  on 
Washington.  And  you  certain- 
ly shouldn't  rely  on  any  ver- 
bal pledges  that  are  made  by 
your  employer. 

"Right  now,  you  need  to 
understand  exactly  what  your 
company  has  promised  you— 
in  writing,"  says  Berman. 
"And  no  matter  how  good  it 
sounds,  doul)le-check  wheth- 
er there's  a  line  that  says  the 
com])any  has  the  right  to 
amend  or  tei'rninate  the  plan." 
If  the  words  are  there,  the 
courts  have  upheld  the  com- 
panies' rights  to  make  any 
changes  they  want— even  if 
the  result  is  that  you're  left 
with  expensive  medical  costs, 
or  no  insurance  at  all.  It's  a 
case,  perhaps,  where  reading 
the  fine  i)rint  can  make  you 
feel  in  desi)erate  need  of  a 
doctor.  D<»i  Dunn 


i^E^hen  he  moved  to 
Florida  in  1989,  re- 
Wmt  tired  salesman 
in  Fox  thought  he  could  es- 
se the  long  arm  of  the  Cal- 
rnia  tax  man.  But  that  arm 
;s  longer  than  he  imagined, 
turns  out  California  is  one 

about  12  states  that  tax 
i  retirement  income  of  for- 
!r  residents.  So  even 
jugh  he  now  lives  in  a 
ite  with  no  income 
c,  Fox  still  has  to  pay 
;  old  state  a  "source 
("  on  pension  money. 
Such  levies  have  long 
en  on  the  books  but 
ve  only  recently  been 
dely  enforced.  "States 
;  hungry  for  tax  mon- 
,"  says  pension  spe- 
list  Milton  Pickman. 
hey're  broke." 
jach  state  has  its  own 
ies  on  what  it  taxes 
d  how  seriously  it  en- 
■ces  the  law.  Califor- 
i,  the  most  aggres- 
'8,  hires  collection 
sncies  and  imposes  up 

a  55%  penalty  and 
.erest  on  delinciuent 


'SOURCE  TAXES':  YOU  CAN  RUN, 
BUT  YOU  CAN'T  HIDE 


seniors  who  have  moved 
away.  New  Jersey,  mean- 
while, repealed  its  nonresi- 
dent tax  on  pensions  in  1989. 
If  you  want  the  lowdown  on 


your  state,  a  good  resource  is 
Retirees  to  Eliminate  State 
Income  Source  Tax  (RESIST) 
of  America,  in  Carson  City, 
Nev.  (702  887-1296).  Or  call 
your  state's  department 
of  taxation. 

LOOK  FIRST.  While  retir-- 
ees  gripe  about  the  un- 
fairness of  taxation 
without  representation, 
courts  have  so  far  up- 
held source  taxes.  Even 
so,  there  are  some 
steps  you  can  take  to 
minimize  payouts. 

Before  tapping  mon- 
ey from  pension  plans, 
know  the  law  of  the 
state  where  you  earned 
it.  Paying  attention  to 
details  may  mean  thou- 
sands of  dollars  in  sav- 
ings. New  York,  for 
one,  would  tax  you  on 
lump-sum  withdrawals 


from  an  individual  retii'ement 
account.  But  if  you  took  the 
money  as  an  annuity— collect- 
ing a  set  amount  every 
year— the  state  would  ex- 
empt the  entire  tax. 

Pick  youi-  new  state  with 
care.  Florida  and  Nevada, 
which  don't  impose  state  in- 
come taxes,  can't  protect  re- 
tirees from  taxes  owed  to 
other  states.  They  do,  howev- 
er, bar  other  states  from 
grabbing  retirees'  property 
to  satisfy  tax  debts. 

Also,  keep  meticulous 
records,  "so  you  don't  have 
to  duplicate  them  later,"  says 
Anthony  Curatola,  account- 
ing and  taxation  professor  at 
Drexel  University.  This  is 
important  if  you  qualify  for  a 
credit  in  your  home  state  for 
taxes  paid  in  another'. 

P''inally,  you  can  lobby  to 
change  the  law.  RESIST  and 
other  groups  have  been  urg- 
ing Congress  to  bar  the 
source  tax— or  at  least  to  re- 
ciuire  that  states  give  tax- 
payers advance  notice.  Hear- 
ings could  take  place  next 
term.  Michele  Galen 
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PC  RADIATION: 
HOW  TO  CUT 
YOUR  RISK 


Are  |x-r.-onal  computers 
hazardous  to  your 
health?  Scientists  have 
yet  to  provide  a  definitive  an- 
suer.  Tliey  know  that  \ideo 
display  terminals  iVDTsI  ^ve 
off  low-fi-equency  electromag- 
netic fields,  which  have  been 
linked  to  brain  tumors,  child- 
hood leukemia,  cancer,  and 
miscarriages.  New  Swedish 
and  Finnish  studies  are  fan- 
ning fears  by  adding  to  this 
evidence. 

Such  findings  have  made 
many  users  uneas\'.  and  the 
industry  has  responded  with 
some  safeguards.  IBM.  Apple, 
and  Compacj.  among  others, 
now  sell  low-emission  moni- 
tors that  add.  at  most.  SlOO  to 
the  price  of  a  display.  These 
monitors  meet  Sweden's  MPR 
II  guidelines,  which  have  be- 


come a  de  facto  stan 
dard.    MPR    II  re- 
stricts the  amount 
of  VDT  radiation 
for  two  frequen 
cies  of  electric 
cuiTent  and  two 
of  magnetic.  If 
the  packaging 
doesn't  tell  you 
whether  a  com- 
puter complies 
with  MPR  II.  ask 
the  dealer  or  man- 
ufacturer. 

MPR  II  compHan 
does  not  guarantee 
safety,  since  it's  still  u: 
clear  what  level  of  radia- 
tion—if any— is  dangerou-. 
Robert  Dieterich.  managing 
editor  of  mjt  Xeu-a.  and  other 
experts  on  electromagnetic 
fields  say  emissions  could  be 
reduced  ftuther— or  e\-en  elim- 
inated—but for  now.  MPR  II  is 
the  best  bet. 

STRIP  SPONGE.  If  you  don't 

uani  I'l  I'uV  a  new  monitor, 
many  companies  offer  fairlj^ 
simple,  inexpensive  products 
to  reduce  emissions  in  old  dis- 
plays. Safe  Technologies  (800 
6:38-91211  markets  metal  strips 


that  are  placed  inside  the 
monitor  at  the  back  to  absorb 
magnetic  radiation  at  the  spot 
where  it's  generated.  Ship 
your  monitor  to  Safe  Technol- 
ogies, and  they'll  install  the 
strips— SlOO  for  monochrome 
and  S195  for  color  monitors. 
XoRad  1 800  262-3260)  sells 
metal  bands  for  S98  that  fit 
around  the  outside  of  the 
monitor.  To  block  electric 
fields,  attach  grounded  mesh 


<jr  y;las.-!-  screen-^  to 
front  of  your  m 
tor.  They  rang( 
price  from  S:3( 
more  than  S 
VDT  Xeii-s  (I 
Box  1799.  Gr 
Central  Stat 
New  York,  > 
101631  has  a 
of  compai 
that  manu 
ture  low-ei 
sion  monitors 
other  radiation 
ducing  products. 
If  you're  shopi 
lor  a  PC  and  don't 
quire  highly  sophistics 
graphics,  consider  a  laf 
model  with  a  liquid-cry 
display  screen.  LCD  sere 
give  off  negligible  trace: 
radiation  compared  with  c 
ode-ray-tube  monitors. 

The  easiest  precaution  i 
"sit  an  arm's  length  from 
front  of  your  screen" 
about  twice  that  d\su 
from  the  back  or  side: 
someone  else's  terminal,  : 
Galen  Grmnan,  an  edito 
MacWorld.  The  farther 
fact,  the  better.     Pmn  E 


S 


tock  markets  of  less 
developed  countries 
are  one  of  the  hottest 
investment  areas  going.  So 
in\  estors  are  tmderstandably 
fascinated  b\"  the  potential  in 
Southeast  Asia,  where  the 
economies  of  some  countries 
are  poised  to  grow  6%  to 
10%  during  the  decade,  vs. 
2%  in  the  U.  S. 

For  the  small  in\  estor.  one 
of  the  best  wa\"s  to  get  a 
stake  in  these  markets  is 
through  the  two  Southeast 
Asian  open-end  mutual  fimds. 
"It's  not  imprudent  for  some- 
one to  con.sider  this  as 
part  of  a  diversified 
portfolio,"  says  Craig  Lit- 
man.  co-editor  of  San 
Francisco-based  L/G  No- 
Load  Fund  Analyst. 

If  you  wanted  to  play 
the  enoiinous  growth  in 
China,  for  example,  it 
would  be  difficult  to  in- 
vest directly  in  fledghng 
Chinese  companies.  But 
you  could  buy  into  the 
Newport  Tiger  Fund, 
which  has  large  holdings 


Smart  ^Ione\' 


BUYING  A  STAKE  IN 
SOUTHEAST  ASIA'S  BOOM 


in  Hong  Kong  companies  that 
are  profiting  from  the  cheap 
labor  and  land  now  a\  ailable 
in  southern  China.  The  fund, 
which  has  48%  of  its  SlOO 
million  in  assets  in  Hong 
Kong,  6%  in  cash,  and  the 
rest  spread  among  emerging 
countries,  such  as  Malavsia 


SOUTHEAST  ASIA 
VIA  OPEX-EXD  FUNDS 


Total  retu 

rn 

199C 

'9?' 

'992- 

NEWPORT 
TIGER  FUND 

-15.1% 

26.0% 

30.63% 

T.  ROV/E  PRICE 
NEW  ASIA 

NA 

19.3 

16J8 

BARING  ASIA 
PACIFIC  INDEX 

-10.9 

19.6 

17.33 

'  Through  Nov.  12  NA^nol  applicable 

DATA:  L'6  W-iOAD  WHO  iHUTil 


and  Singapore,  has  risen 
30.63%  through  Nov.  12.  Lit- 
man  gives  high  marks  to  its 
San  Francisco-based  manag- 
ei%  .Jack  Mussey.  whose  phi- 
losophy is  to  concentrate  on 
stocks  of  established  gi-owth 
companies,  such  as  Hongkong 
Shanghai  Eiank. 

  TEAMWORK.  Expenses  of 

the  Newport  Tiger  Ftmd 
are  expected  to  be  un- 
der L8%  in  1992,  and  it 
carries  a  load.  When 
I  purchased  directly  from 
i  World  Funds  18OO  527- 
:  9500 1  in  Richmond.  Va.. 
'  you  pay  5%.  But  you 
can  lower  that  a  bit  if 
j"ou  buy  through  one  of 
the  many  financial  advis- 
ers who  sell  it. 

If  you  want  to  avoid 
any  load,  Litman  sug- 


gests T.  Rowe  Price  ^ 
Asia  Fund,  launched  in 
tember,  1990.  With  S297 
lion  in  assets,  it  is  run 
of  Hong  Kong  bj'  part  of 
team  that  manages  T.  R( 
Price   International  St 
Fund.  Up  16%  through  > 
12,  New  Asia  Fund  he 
37%  of  its  assets  in  H 
Kong,  17%  in  Australia 
New  Zealand,  6%  in  ci 
and  the  rest  in  Singapi 
Thailand,  and  other  A< 
coimtries. 

Betting  on  develoj 
Asian  coimtries  individu 
can  be  risky,  as  invesi 
learned  when  the  Hong  K 
stock  mai-ket  took  a  22% 
after  the  bloody  1989  ui 
ing  in  Beijing's  Tianani 
Square.  But  the  Southi 
Asia  fimds  ai-e  div^ersifiec 
they  can  better  withst 
the  shocks  that  rock  any 
country.  Since  capita 
seems  to  be  flourishinj 
that  part  of  the  world,  t 
fimds  are  one  way  smal 
vestors  can  get  a  piece  oi 
action.  Leah  S 


116  3. 


3D  1992 


PERSONAL  £ 


■irst  they  changed  the  way  you  listen  to  nnusic. 

Jow  they'll  change  the  way  you  feel  about  computers. 


Hard-to-use  computers  are 
thing  of  the  past.  Now  you 
an  say  good-bye  to  dull  beeps, 
:atic  displays  and  hours  of  en- 
uring information,  because 
ie  compact  disc  has  come  to 
"»e  Tandy  Sensation! 

Sensation  is  a  radically  dif- 
;rent  approach  to  the  PC.  Just 
isert  an  industry -standard 
lultimedia  CD  and  Sensation 

ready  to  excite  the  senses 
ith  photo-like  color,  anima- 
on  and  digital  stereo  sound, 
aid  Sensation  is  information 
ch— an  encyclopedia,  thesau- 
!S,  atlas  and  other  references 
■e  included,  along  with  a  full 
implement  of  ready-to-run 
3plications. 

Of  course,  Sensation  is  PC- 
ompatible.  And  while  you'll 
>ve  the  many  remarkable  fea- 


tures (like  a  built-in  fax  and  a 
voice  synthesizer  that  can  read 
your  files  aloud),  we've  kept  it 
all  incredibly  simple.  It's  so 
easy  to  use,  we  guarantee  your 
success — even  if  you've  never 
touched  a  computer! 

Experience  the  Tandy  Sensation  at 


Anything  else  is  just  a  PC, 


'ersonal  Business 


Electronics 


SLIDE  OVER  CDs, 
BACK— DIGITAL 


CASSETTES  ARE 
THAT  IS 


If  you're  one  of  those  tech- 
nolo.u.y  resisters  who  final- 
ly In'oke  down  and  bought 
a  compact-disk  player,  brace 
yourself.  A  new  set  of  audio 
initials  is  hitting  the  stores 
this  month  that  will  present 
music  lovers  with  yet  another 
tough  decision. 

ucc,  for  digital  compact 
cassette,  is  a  digital  tape  tech- 
nology that  alk)ws  you  to  I)uy 
terrific-sounding  pi'ei-ecorded 
cassettes  and  make  CD-cjual- 
ity  recordings  onto  blank  cas- 
settes. Best  of  all,  the  Dec 
decks  can  .still  play  your  huge 
library  of  olfl-fashioned  ana- 
log cassettes. 

READY  FOR  CHRISTMAS.  IX  ( 

was  inventt'd  by  F'hilips  Con- 
.sumer  Electronics,  the  same 
company  that,  jointly  with 
Sony,  l)rought  CDs  to  the 
woi'ld  10  years  ago.  Philips  is 
charging  $799  foi-  its  first  DC(; 
deck.  A  Tandy  player  that 
uses  technology  licensed  from 


Philips  costs  $700.  Technics 
and  Marantz  will  have  slight- 
ly more  expensive  versions 
by  Christmas. 

As  with  CDs,  the  music  on 
a  DCC  is  recorded  digitally, 
giving  the  cassettes  the  same 
crystal-clear  sound  ((uality. 
But  unlike  CD  players,  DCC 
decks  can  be  jostled  or 
bumped  without  ever  missing 
a  beat,  making  them  ideal  for 
cars  and  portable  systems. 
They  can  also  record.  The 
tapes  wear  out  slightly  faster 
than  CDs  but  are  far  longer- 
lasting  than  conventional  cas- 
settes, giving  thousands  of 
playings  with  no  quality 
change. 

Anr)  for  once,  the  gods  of 
consumer  electronics  did  not 
kill  off  the  old  format  for  the 
new.  DCC  tapes  are  exactly 
the  same  size  and  configura- 
tion as  analog  tapes,  so  either 
type  of  cassette  works  in  a 
DCC  jjlayer.  The  analog  cas- 


settes don't  sound  any  l)etter 
or  worse  on  the  Dec  deck, 
and  DCC  tapes  still  can't  be 
played  on  an  ordinary  cas- 
sette deck.  But  since  cassettes 
are  the  most  popular  format 
for  prerecorded  music,  that 
represents  a  big  advantage 
over  Sony's  digital  audio  tape 
format.  Inti'oduced  a  year 
ago,  it  has  been  relegated  to 
professional  recording 
studios  after  a  long  con- 
troversy over  copying  ca- 
pal)ilities. 

Besides  compatibil- 
ity. Philips  made  other 
improvements  to  DCC. 
The  new  cassettes  have  cases 
with  no  moving  parts— no 
more  broken  cover's.  A  metal 
shield  on  the  cassette  protects 
the  tape  from  catching  on 
anything  and  vmraveling.  The 
shiekl  pushes  out  of  the  way 
automatically  when  the  tape 
is  inserted  in  the  player.  And 
the  album  graphics  are  print- 
ed directly  on  the  face  of  the 
cassette,  so  you  don't  have  to 
squint  at  tiny  writing  to  find 
the  tape  you  want. 

Other  nice  features:  The 
player  has  a  window  that  dis- 
plays the  name  of  the  record 
and  the  song  you're  playing. 


Like  a  CU,  you  can  cue  up  ; 
cut  on  the  cassette.  And 
45  to  90  minutes  of  music 
on  one  side. 

ONE-SHOT  RECORDING.  Th 

are  drawbacks— the  most 
vious  is  cost.  But  the  prici 
sure  to  come  down,  and  i 
already  considerably  less  t] 
the  $1,300  cost  of  the  first 
players.  For  consumers  \ 
want  more  choice,  Phil 
says  it  will  come  out  w 
portable,  car,  and  dual-d 
jilayers  in  the  next  12  m.on 
Music  tapes  will  run  ; 
around  $13,  blank  tapes  ab 
$8  to  $10.  Be  aware  that 
der  an  agreement  read 
with  the  recording  indus 
to  thwart  piracy,  you 
make  a  digital  recording  o 
blank  tape  only  once.  If  ; 
try  to  make  a  recording 
the  recoi'ding,  or  re-record 
the  tape,  the  next  version 
have  analog,  not  digital,  soi 
quality. 

Philips  is  counting  on  ; 
to  make  it  a  household  ns 
in  the  U.  S.  consumer-electi 
ics  market.  To  that  end,  i 
making  sure  consumers  ' 
buy  plenty  of  prerecorded 
settes.  Some  100  titles  are 
ready  a\ 


A  METAL 
SHIELD  PROTECTS 
THE  DIGITAL  TAPE 

able,  and  500  more  will  i 
the  .stores  l)y  the  end  of 
year— everything  from 
new  Bon  Jovi  album  to 
ciano  Pavarotti.  So  bont 
on  those  initials.  Before 
know  it,  DCC  could  well  bt 
next  audio  item  you  can't 
without.         Catherine  A 


Worth  Noting 

■  COUNTDOWN.  If  you  want 
to  take  a  caiiital  loss  at  the 
end  of  the  year  on  stock 
whose  price  has  dropped  in 


1992,  but  you  still  want  to 
own  shares  of  that  stock,  you 
must  make  yom*  new  purchas- 
es, or  "douljle  up,"  by  Nov.  30. 
As  long  as  you  buy  at  least 
30  days  before  you  sell,  your 
loss  is  tax  deductible. 


■  CAP  IN  HAND.  If  you  covet  a 
cap  from  a  baseball  team  of 
yore,  Cooperstown  Ball  Cap 
Co.  (607  264-8294)  makes  re- 
productions from  major  and 
minor  league  clubs  dating  to 
the  1860s.  The  wool-flannel 


cai)s  cost  $44;  $4  for  ship 
■  MASTER  BAKER.  The  seve 
rieties  of  Brownies  on  Tour- 
plain  fudge  to  "Anjou,"  laced 
pear  eau  de  vie — come  i 
ounce  bricks,  costing  $22  to 
CaU  800  736-4069  to  order. 
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dex  to  Companies 

Index  gives  the  starting  page  for  a  story  or  feo- 
with  a  significant  reference  to  a  company.  Most 
diaries  are  indexed  under  their  own  names, 
ponies  listed  only  in  tables  are  not  included. 
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IN  A  SPECIAL  LIMITED  EDITION  OF  999  SETS 


How  can  you  improve  the  very 
best  in  top  quality  business 
planners?  BusinessWeek, 
known  for  their  elegantly 
styled,  highly  functional  desk 
and  pocket  planners,  has  found 
the  way.  And  now,  so  have  you. 

PIj\NNERS  WITH  A  PLUS 

The  prestigious,  super  luxurious 
PRESIDENTIAL  PLANNER  SET 
takes  the  ait  of  bookbinding  to  new 
limits:  meticulously  bound  in 
supple,  premier-gi'ade  navy  blue 
leather,  each  Planner  is  beautifully 
appointed  with  thick,  hand-tooled 
silver  metal  comer  guards,  two 
blue  silk  page  mai'kers,  and  elegant 
blue  moire  silk  endpapers.  The 
silver-edged  pages  give  your 
Planner  a  miiTor-Uke  shine. 

The  matched  Wallet  Planner  is 
covered  in  the  same  royal  blue 
moire  silk,  and  bound  permanently 
into  its  navy  blue  leather  wallet,  with 
room  for  business  cai'ds,  important 
notes  and  cash.  Silver-edged  pages, 
sUver  metal  comer  guai'ds  (to  prevent 
yoiir  often-used  planner  from  showing 
wear),  a  blue  silk  page  marker,  and  a 
sUm  silver-plated  jotting  pen  with  its 
own  holder  add  the  finishing  touches 
of  elegance  to  youi'  Wallet  Planner. 


Your  full  name  is  miprinlcd  in  silver  un  both  planners  at  no  extra  charge. 

ONLY  999  HAND-CKAl^  TED  SETS  AVAILABLI 
Don't  let  the  superb  presentation  of  the  Presidential  Set  fool 
you.  Inside,  you'll  find  a  very  practical  13-month  calendar, 
week-at-a-glance  spreads,  and  over  50  pages  of  essential 
business  data  plus  a  32  page  color  atlas.  No  wonder  so  many 
top  executives  snap  up  these  superb  Sets  so  quickly.  It's  first 
come,  first  served,  so  be  sure  you  reserve  your  1993  Set  now. 


Desk  Planner  size:  IOV2 '  x  SVa"  Wallet  Planner  size:  7%"  x  33/4" 


r 


YES— PLEASE  SEND  ME   PRESmENTIAL  PLAP^^R  SET(S)  at  $90.00  per  set. 

( Price  includes:  Impnnting  of  full  name  in  silver  on  both  Desk  and  Wallet  Planners,  handling  and  postage. ) 
NOTE:  N.J.  Residents  please  add  T/c  sales  tax. 


Name  (Mr/Mrs/Ms). 

Company  

Address  


City  

State/Country 
Tel  No.  


Post  Code 


Job  Title 


FULL  NAME  TO  BE 
SILVER  STAMPED 

(Please  print  clearly)  

C  Check  enclosed  payable  to  'BusinessWeek  Planner* 

□  Bill  my  company  (purchase  order  &  company  letterhead  required) 

□  Charge  to:  [  J  AMEX       DINERS      [  MASTERCARD  VISA 

Card  No.  

Signature  

Exp.  Date  /  


In  USA,  Credit  Card  holders  may  call 

TOLL  FREE 
800-722-9999 

ask  Operator  18  for  Planner  Dept.  BC4PR3. 
American  Express,  Diners  Club,  VISA,  and 
MasterCard  accepted. 


To  order,  make  your  check  payable  to 
BUSINESSWEEK  PLANNER  and  send  to: 
Dept.  BC4PR3 

P.O.  Box  8035,  Bnck,  N.J.  08723  U.S.A.,  Fax  201  461 9808 

P.O.  Box  13,  Great  Missenden,  Bucks,  HP16  ODQ,  ENGLAND 
Fax  44-494-890757 

Smte  C,  22nd  Floor,  Yiko  Industrial  Building,  10  Ka  Yip  Streel 
Chaiwan,  HONG  KONG,  Fax  852  5589246 


ivestment  Figures  of  the  Wee 


lENTARY 

market  investors  continue  to 
e  iheir  thumbs— awaiting  a 
from  President-elect  Clinton 
ow  stimulative  a  fiscal  pro- 
le  will  propose  in  January. 
)w  industrials  were  held 
ly  another  down  week  for 
/hich  fell  to  its  lowest  close 
e  than  a  decade  The  S&P 
>se  by  0.2%,  while  small  cap 
showed  a  0.4%  rise.  Bonds 
,  as  the  30-yeor  Treasury 
n  went  well,  but  short-term 
it  rates  moved  up  on  signs 
e  economy  is  strengthening. 


STOCKS 

Nov.      May      Nov.     Nov.  12-18 


-  430  1500 

■425  UOO 

I  422  85 

-  420  1300 


BONDS 

Nov.      May      Nov     Nov.  12-18 


52-week  change 


1  -week  change 


.410  1100 


1460  100 


THE  DOLLAR 

Nov.      May      Nov.     Nov.  11-18 


1430  90 

U24  63 


1370  70 


52-week  change 


1-week  chonge 


52-week  change 


1  -week  change 


-m.7% 

+0.2% 

+  3,8%  -t-1.2% 

■i-5.I% 

■t-0.3 

LRKET  ANALYSIS 

STOCKS 

latest 

%  fhonge 
Week  SS-week 

rllNDAInENTALa 

latest 

Week  ago 

Year  ago 

ONES  INDUSTRIALS 
>MPANIES  (Russell  1000) 
COMPANIES  (Russell  2000) 
MPANIES  (Russell  3000) 

3207.4 
225.8 
207.8 
241.0 

-1.0  9.5 
0.1  12.9 
0.4  16.7 
0.1  13.2 

%  <hange  (lo<al  currency) 

90-DAY  TREASURY  BILL  YIELD 
30-YEAR  TREASURY  BOND  YIELD 
S&P  500  DIVIDEND  YIELD 
S&P  500  PRICE/EARNINGS  RATIO 

TECHNICAL  INDICATORS 

3.21% 
7.5 1  % 
2.96% 
22  8 

latest 

3.14% 
7.67% 
2.96% 
22.8 

Week  ago 

4.61% 
7.90% 
3.24% 

21,0 

Reading 

IGN  STOCKS 

latest 

Week 

52-weeli 

S&P  500  26-week  moving  average 
Stocks  above  26-week  moving  overage 
Speculotive  sentiment*  Put/call  ratio 
Insider  sentiment;  Vickers  sell/buy  ratio 

414.9 
49.6% 
0.39 
1.77 

414.6 
47.2% 
0  37 
2.00 

Positive 

)N  (FINANCIAL  TIMES  100)             2704  0 
(NIKKEI  INDEX)  16,778.8 
ITO  (TSE  COMPOSITE)                   3231  7 

0.3 
2  8 
-1.7 

9.4 

-27  7 

-7.7 

Neutral 
Neutral 
Positive 

DUSTRY  GROUPS 

.  "  ■. 

BRIDGE  INFORMATION  SYSTEMS  INC 

•WEEK  LEADERS 

% 

4-week 

change 

S2-week 

Strongest  stock  In  group 

%  chonge 
4-week  S2-week 

Price 

IIIMUNICATIONS  EQUIPMENT 

213 

-2.6 

SCIENTIFIC  ATUkNTA 

22  8 

131.1 

34  3/8 

CHINE  TOOLS 

19.8 

87.4 

CINCINNATI  MILACRON 

212 

1 14.1 

17  '/e 

EL 

18.6 

17.1 

BETHLEHEM  STEEL 

27.1 

2.9 

13  '/? 

ICKING 

14.3 

13.9 

YELLOW  FREIGHT  SYSTEM 

20.1 

-5.0 

28  Vs 

TAURANTS 

12,4 

37.9 

SHONEY'S 

28.9 

13,6 

24 

•WEEK  LAGGARDS 

%  change 
4-week  52-week 

Weakest  stock  In  group 

%  change 
4-week  52-week 

Price 

LD  MINING 

-13.9 

-15.7 

NEWMONT  MINING 

-16  8 

-1.9 

38  'A 

WELL  EQUIPMENT  AND  SERVICES 

-13.5 

-6,0 

BAKER  HUGHES 

-17.4 

-7  6 

19  Va 

EXPLORATION  AND  PRODUCTION 

-10.6 

-26.1 

SANTA  FE  ENERGY  RESOURCES 

-13.3 

-30,1 

8  '/a 

AND  GAS  DRILLING 

-10.0 

22.5 

ROWAN 

-10.8 

32.0 

8  'A 

SPITAL  MANAGEMENT 

-6.3 

-17.4 

HUMANA 

-21.2 

-19.5 

18  Ve 

TUAI FUHDS 


ERS 

eek  total  return 

% 

LAGGARDS 

Four-week  total  return 

% 

SATCH  AGGRESSIVE  EQUITY 

17.5 

DFA  JAPANESE  SMALL  COMPANY 

-1  1.6 

mi  HUSON  GROWTH 

16,5 

MONITREND  GOLD 

-11.3 

>ENHEIMER  GLOBAL  BIO-TECH 

16,4 

CAPSTONE  NIKKO  JAPAN 

-11.0 

ek  total  return 

% 

52-week  total  return 

% 

ELITY  SELECT  SAVINGS  &  LOAN 
<MARK 

ELITY  SELECT  FINANCIAL  SERVICES 

61.7 
46  8 
44.1 

LEXINGTON  STRATEGIC  INVESTMENTS 
UNITED  SERVICES  GOLD  SHARES 
CAPSTONE  NIKKO  JAPAN 

-60.9 
-55  0 
-35.1 

^^■1  S&P  500 

4-week  total  return 


MORNINGSTAR  INC 


Average  fund 


52-week  totol  return 


TIVE  PORTFOLIOS 


r  amounts 
sent  the  present 
of  $10,000 
led  one  year  ago 
:h  portfolio 

fitoges  indicate 
ay  total  returns 


U.S.  stocks 
$11,383 

-1-0.16% 


UJ 


nil 


Treasury  bonds 
$11,183 

-t-1.95% 


Money  market  fund 
$10,305 

-^0.05% 


Foreign  stocks 
$9,214 

-1.62% 


DATA  RESOURCES  INC. 


Gold 
$9,171 

-H.00% 


3  on  this  page  are  as  of  market  close  Wecinesday,  No 

'  groups  incfude  S&P  500  companies  only,  performance  and  share  prices  are  as  of 


8,  1992,  unless  otherwise  indicated 
ket  close 


Nov  1  7.  Mutuol  fund  returns  are  as  of  Nov  1 3 ,  Relotive  portfolios  ore  valued  OS  of  Nov  17  A  more 
detailed  explanation  of  this  page  is  available  on  request 


BUSINESSWEEK/NOVEMBER  30,  1992  121 


HOW  TO  SPREAD 

THE  GOSPEL  OF  QUALITY 

Big  U.  S.  forporations  on  the  front  lines  of  the  global 
economy  have  taken  to  heart  the  principle  that  suc- 
cess begins  with  high  quality,  to  the  advantage  of 
consumers  and  workers  alike.  Defect  rates  on  U.  S. -built 
cars  are  barely  distinguishable  from  those  of  their  Japa- 
nese counterparts,  and  companies  such  as  Xerox  and  Moto- 
rola have  become  case  studies  in  how  quality  drives  corpo- 
rate performance. 

But  there  are  still  plenty  of  medium-  to  smaller-size  U.  S. 
companies  to  be  enlisted  in  the  effort.  Many  smaller  compa- 
nies have  yet  to  achieve  even  a  rudimentary  understanding 
of  how  to  achieve  higher  quality  (page  66). 

A  lot  is  at  stake.  Most  new  jobs  in  the  economy  are 
created  by  smaller  companies.  They  account  for  one-half  of 
U.  S.  exports.  And  big  manufacturers,  whether  of  computers 
or  industrial  machinery,  often  rely  on  smaller  suppliers  for 
more  than  half  the  value  of  finished  products. 

Recognizing  this,  bigger  companies,  most  notably  in  the 
auto  and  electronics  industries,  have  set  stringent  quality 
standards  for  suppliers.  More  important,  the  Big  Three  and 
other  companies  are  working  with  suppliers  to  demonstrate 
how  to  achieve  higher  quality.  That  still  leaves  plenty  of 
smaller  companies  without  guidance,  particularly  if  they  are 
too  small  to  afford  the  consultants  willing  to  offer  advice  for 
a  fee. 

Here,  then,  is  an  area  where  government  and  nonpi'ofit  ir.- 
stitutions  can  play  a  key  role.  Sixteen  states  have  initiated 
their  own  versions  of  the  Commerce  Dept.'s  prestigious  Bal- 
drige  award  to  provide  guideposts  to  upgi"ading  (juality.  The 
Minnesota  Council  for  Quality,  a  private-sector  initiative, 
also  provides  gi*ants  to  local  chambers  of  commerce  for  edu- 
cation. The  nonprofit  American  Productivity  &  Quality  Cen- 
ter collects  and  disseminates  information  that  lets  companies 
compare  their  procedures  with  the  liest  in  various  fields 
through  benchmarking. 

These  programs  deserve  the  supjiort  of  Corporate  Amei'- 
ica  and  taxpayers.  Another  initiative  long  advocated  by 
BUSINESS  WEEK,  a  nationwide  network  of  technology  exten- 
sion services  offered  through  federal  research  lalioratories  or 
community  colleges,  would  also  help.  The  skills  and  the  infor- 
mation to  significantly  enhance  the  competitiveness  of  a 
critical  part  of  U.  S.  business  already  exist.  A  small  invest- 
ment in  spreading  knowledge  would  pay  big  dividends. 


THE  LINE-ITEM  VETO: 
WORTH  THE  FIGHT  

Like  most  governors.  Bill  Clinton  used  his  power  to  veto 
individual  line  items  in  appropriations  V)ills  as  a  lever  to 
get  his  way  with  his  legislature.  Now,  Clinton  wants  to 
wield  the  same  weapon  as  President  against  Congress.  He 
has  a  good  chance  to  win  that  authority  because  many  of  the 


100-plus  newly  elected  House  members  campaigned  in  k 
of  the  idea.  He  should  go  for  it. 

By  itself,  the  line-item  veto  can't  do  much  to  reduce 
deficit.  The  big  budget-bustei's— health  care,  retirement  ] 
ments,  interest  on  the  national  debt— are  not  subject  to  ai 
al  appropriations.  And  as  the  Bush  Administration  learne 
President  who  wields  his  veto  pen  indiscriminately  r 
drowning  in  a  sea  of  negativism.  At  best,  a  determi 
President  might  kill  a  few  billion  dollars'  worth  of  unne 
sary  spending  a  year— a  small  dent  in  a  $300  billion  defi 

What's  really  at  issue  is  the  relative  power  of  the  W 
House  and  Congress  to  control  spending— and  hence  the 
mestic  agenda  in  general.  The  al)ility  to  kill  individual  ex] 
diture  items,  unless  two-thirds  of  Congress  votes  to  k 
them,  would  give  a  President  a  powerful  rein  on  Congr 
free-spending  biases.  So  powerful,  in  fact,  that  a  wary  D 
ocratic  congressional  leadership  has  already  suggeste 
fudge:  Congress  could  restore  the  line  items  with  a  sin 
majority  vote.  A  noncommittal  Clinton  termed  this  a  "g 
place  for  us  to  begin  discussion." 

We  think  the  President-elect  should  push  to  fulfill 
campaign  pledge.  That  way,  by  taking  on  a  Democratic 
gressional  leadership  loath  to  surrender  any  of  its  pren 
tives,  he  will  immediately  estal;)lish  his  bona  fides  as  a  fi; 
ly  responsible  New  Democrat. 


PLAYING  FAIR 

IN  THE  AIR  

International  ownership  of  airlines  is  coming,  like  it  or 
It  is  the  inevitable  result  of  growing  multinational  1: 
ness  alliances,  which  require  increased  global  travel, 
the  fierce  competition  within  the  airline  industry  to  s( 
these  travelers. 

In  itself,  there's  nothing  wi'ong  with  foreign  investmer 
U.  S.  airlines.  Indeed,  much  can  he  said  for  it.  In  the  inte 
tion  of  klm's  and  Northwest  Airlines'  services,  the  infusic 
foreign  capital  and  combined  route  structures  could  in; 
the  survival  of  a  weak  carrier,  if  it  works.  There  is  pote. 
for  a  strong  airline  to  emerge  with  the  financial  resourct 
afford  modern,  safe  etiuipment  and  also  provide  com] 
tion  for  the  traveler's  dollar. 

The  U.  S.  is  by  far  the  largest  single  air  travel  mark( 
the  world,  and  that,  of  course,  is  the  lure  for  foreign  airl 
to  tap  into  it.  But  BUSINESS  WEEK  believes  that  Washin; 
should  permit  this  only  when  U.  S.  airlines  are  allowed) 
same  access  in  the  investor's  home  market. 

A  precedent-setting  case  is  now  l^efore  the  U.  S.  govii 
ment  with  British  Airways'  bid  to  buy  into  uSAir,  a  deal  S 
would  give  BA  virtually  unlimited  access  to  the  U.  S| 
contrast,  Whitehall  imi)oses  severe  limitations  on  Ameili 
air  service  to  Britain.  German  (Lufthansa)  and  French  | 
France)  airlines  have  also  expressed  a  desire  to  inve?;' 
U.  S.  airlines,  but  both  countries  also  want  to  slap  stiff  < 
restrictions  on  American  air  service  there.  So  far,  the  BiSi 
have  refused  to  ease  their  restrictions.  The  U.  S.  sht 
send  all  of  them  an  unmistakable  message  by  refusiu'^  1 1 : 
prove  the  BA-irsAir  deal  until  London  expands  access. 
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For  Every  You, 
There's  A  Fujitsu. 

1^ 


Portable  communication. 
Whether  you're 
entertaining  a  prospect 
or  riding  the  range, 
the  ability  to  stay  in 
touch  wherever  you  go 
is  an  essential  ingredient 
of  success.  And  no 
pocket  cellular 
phone  says  success 


more  clearly  tnan  tne 

Pocket  Commander 
■ 

Stylus™  from  Fujitsu. 
Accessories  such  as 
the  hands-free  car  kit 


3-watt  power  booster, 
cigarette  lighter 
adapter  and  Power 
Pack  Plus  all<aline 
battery  pack,  give 
the  Stylus  practicality 
to  match  its  sleek 
looks.  For  the 
portable  phone 
that  keeps  up  with 
you  no  matter  what 
hat  you're  wearing, 
look  to  Fu|itsu. 
For  every  you, 
there's  a  Fujitsu. 


1-800-955-9926 

Fujfrsu 


COMPUTERS,  COMMUNICATIONS,  MICROELECTRONICS 

Pocket  Commandet  Stylus™  is  a  liademait  ol  Fujitsu  Network  Transmission  Systems,  Inc 


It  was  out  durini;  the  transaction-driven  8()s,  its  in 
again  now. 

Relationship  hanking  was  never  out  with  us. 

W  hether  \  ou  conie  to  us  tor  husiness  banking  or  personal 
banking,  we  take  the  tiuie  and  trouble  to  understand  \  ()ur 
situation  and  help  _\()u  clarifv'  and  reach  vour  goals. 


^CHEI)^ICAL 


Our  shareholders'  equitv  now  totals  S9.6  billion,  a  strong 
capital  base  that  sup[iorts  a  powerful  presence  in  kev  markets  ar 
works  to  the  benetit  of  our  cust(jmers  evePi-where. 

(>()nibming  this  capital  strength  with  intellectual  currency 
the  knowledge  our  people  bring  to  their  work  ever}-  da\  — we 
structure  the  right  solutions  for  vou. 


i^mn  niun  it^n  report     wE^iinunuudE  went  wrong 


BusinessWeek 

EMBER  7, 1992  A  McGRAW-HILL  PUBLICATION  $2.75 


)on't  tell  Hank  Greenberg  there's  an  insurance  crisis. 
American  International  Group  is  raking  it  in 

from  St.  Louis  to  Shanghai.  «GE,o.  . 


TWO 


The  simple  ael  of  leasing  a  Lineoln  Continental  ean  now  help  salisly  both  your  immediate  desires  and  youi 
long-term  liseal  goals.  ■  With  the  Lincoln  Two-Year  Luxiuy  Lease,  a  modest  expenditure  altords  you  the 
pleasure  ol  owning  one  ol  the  worlds  moist  rewar(.ling  luxur)  sedans.  ■  Within  Lincoln  Continenlal's  leaihe 
appointed  interior,  luxur\  retinements  abound  And  your  comlort  lexel  is  lurther  enhanced  by  a 


standard  driver  and  right  front  passenger  air  bag 


Supplemental  Restraint  System,^ 


in  addition  to  standard  lour-wheel  disc  anti-lock  brakes.  ■  Yet,  perhaps  you  will  admire  Continental  most 
Its  adx'anced  driving  s)stems,  ■  Continentals  air  suspension  and  electronic  transmission  are  controlled  b[ 


'Alu.iys  wear  \our  salct\  bck  "Scc  vour  Lmmln  cK-alcr  lor  ,i  i.(ip\  o(  ihis  liniilcd  w.irr.iniv  ' ' '(.  criain  btnclil--  pioviJcd  Ford  Auio  Club  Ini.  Sec  your  Lineoln  dealer  lor  del. 
LINCOLN-MERCURY  DIVISION  C^d^  Bueklc  up— together  we  ean  -.ave  li\'es  i 


ANT  GRATIFICATION 


pulcr.  Microprocessor^  monilor  driving  condilions.  And  m  silualions  rcc|Uiring  greater  agilily,  Conlineniars 
suspension  firms  ilscll.  On  siraighlaways,  when  a  soller  ride  is  more  desirable,  ihe  suspension  relaxes,  as 
lominenial's  eleclronic  transmission  smooth!)'  whisks  you  ahead.  ■  The  Lincohi  Two-Year  Luxiu')'  Lease 
ers  your  Continental  with  a  50,000-mile  bumper-to-bumper  limited  warranty.**  You're  also  protected  by 

the  Lincoln  Commitment,  which  includes  24-hour  roadside  assistance  and  the 


provision  ot  a  loaner  car  at  no  extra  charge,  in  the  unlikely  event 


that  one  is  necessarv.***  ■  For  more  mlormation  on 


rdable  Continental  leasing,  please  visit  a  Lincoln  dealer  at  your  earliest  convenience.  Or  call  I  800  44(~)-8888. 
■  With  the  Lincoln  Two-Year  Luxury  Lease,  you  needn't  dela)'  your  gratilication  any  longer. 


LINCOLN  CONTINENTALljjl 

WHAT    A     LUXURY    CAR    SHOULD  BE 


"The  Ama/oii  is  a  very 
inhospiiable  place  to  take  a 
Lompiiter.  It's  eiiormouslv  hot— 
al\va\'s  in  the  1(10  degree  range. 
The  humidity  is  always  well  up 
near  100  percent.  It  often  rains 
three  and  four  times  a  day.  And 
it's  teeming  with  in,sects.  Some- 
limes  vou'd  have  to  hit  a  com- 
puter key  a  few  times  because  you 
knew  you  were  squashing  a  bug 
underneath.  My  Epson  portable 
worked  under  every  adverse 
cii'cumstance  I  can  think  of.  Even 
after  I  diopped  it  in  the  river." 

— Environmentalist  Richard  Fuller, 
N}'C,  NY.  Another  reason  Epson 
computers  are  the  only  way  to  go. 
For  more  iiifnrmotion,  mil 
HimUY-EPSOS. 


KB 
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IN  JAPAN,  WHERE  IT  PIONEERED  U.S.-STYLE  AUTO  AND  LIFE  INSURANCE  IN  1946,  AIG  REMAINS  THE  LEADING  FOREIGN  INSURER  OF  ANY  SORT 
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PRODUCTION 

Change  from  last  week:  0.3% 
Change  from  lost  yeof  2.5% 

190  


1967=  100  (four  week  moving  average) 


LEADING 

change  from  last  week:  0,1% 
Change  from  last  year:  5-5% 
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The  production  index  inched  up  during  the  week  ended  Nov  14  On  a 
seasonally  adjusted  basis,  output  levels  of  outos,  trucks,  and  coal  were  up  sharply, 
while  steel  and  lumber  production  and  rail-freight  traffic  increased  as  well 
Paperboard  output  declined,  and  electric  power  and  crude-oil  refining  production 
were  unchanged  from  the  previous  week.  Before  calculation  of  the  four-week  moving 
overage,  the  index  rose  to  184.5,  from  182  3 

BW  production  index  copyright  1992  by  McGraw-Hill  Inc 


The  leading  index  increased  during  the  week  ended  Nov.  14  Higher  stock 
prices,  a  sharp  drop  in  the  number  of  business  failures,  and  faster  growth  In  real 
estote  loons  offset  a  smalt  rise  in  bond  yields  and  deterioration  in  the  growth  of 
moteriols  prices  and  M2  Plus,  the  recent  drop  in  jobless  claims  is  causing  upward 
revisions  to  the  leading  index  of  previous  weeks.  Before  calculation  of  the  four-week 
moving  overage,  the  index  rose  sharply  to  219.3,  from  218.1  in  the  previous  week. 
Leading  index  copyright  1 992  by  Center  for  International  Business  Cycle  Research 
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Latest 
week 

Week 
ago 

%  Change 
year  ago 

STEEL  (11/21)  thous.  of  net  tons 

1,739 

1,726# 

-1.6 

AUTOS  (1  1/21)  units 

105,087 

128,908r# 

-6  2 

TRUCKS  (1  1/21)  units 

94,654 

96,325r# 

22  6 

ELECTRIC  POWER  (n/21)  millions  of  kilowatt-hours 

56,047 

55,471# 

5  8 

CRUDE-OIL  REFINING  (ii/2i)thous  ofbbl./day 

13,473 

13,591# 

18 

COAL  (1  1/14)  thous,  of  net  tons 

20,258# 

18,936 

1.5 

PAPERBOARD  |1  l/14)thous,  oftons 

786, 3# 

804.9 

4.3 

PAPER  (1  1/1  4)  thous,  oftons 

793,0# 

788  Or 

2.2 

LUMBER  |ll/14)millionsofft. 

488, 6# 

477.2 

-5.9 

RAIL  FREIGHT  |1  1/14)  billions  of  ton-miles 

22, 2# 

21.6 

3.7 

Sources:  American  Iron  &  Steel  Institute,  Ward's  Automotive  Reports,  Edison  Elect 
Americon  Petroleum  Institute,  Energy  Dept ,  American  Paper  Institute,  WWPA',  SFPA', 
of  American  Railroads 

ric  Institute, 
Association 

latest 
week 

Week 
ago 

Yeor 
ago 

JAPANESE  YEN  (ii/24) 

124 

124 

130 

GERMAN  MARK  |ii/24) 

1,61 

1.59 

1.63 

BRITISH  POUND  (11/24) 

1,52 

1.52 

1  76 

FRENCH  FRANC  (n/24) 

5  45 

5  37 

5.58 

CANADIAN  DOLLAR  (11/24) 

1  29 

1.27 

114 

SWISS  FRANC  (11/24) 

1.44 

1.45 

1  44 

MEXICAN  PESO  (11/24) 

3,101 

3,097 

3,073 

Sources:  Mojor  New  York  bonks  Currencies  expressed 
pound  expressed  in  dollars 

n  units  per  U  S.  dollar,  exce 

3t  for  British 

PRICES 

Latest 
week 

Week 
ago 

%  Change 
year  ogo 

GOLD  (1  1/24)  S/troyoz, 

334.300 

335  100 

-8.7 

STEEL  SCRAP  (l  l/23)  #1  heavy,  $/ton 

89  00 

89  00 

-5.3 

FOODSTUFFS  (l  I/2O)  index,  1967=100 

202  4 

202.5 

-0.6 

COPPER  (ii/2i)C/lb. 

100.5 

100.5 

-7  8 

ALUMINUM  (ii/2i)c/lb. 

53  3 

53.0 

1.3 

WHEAT  (11/21)  #2  hard,  $/bu. 

3.77 

3.70 

2.2 

COTTON  (ll/21)strict  low  middling  l-l/16in. 

C/lb 

50  79 

50.28 

-5.5 

Sources:  London  Wednesday  final  setting,  Chicogo  market.  Commodity  Research  Bureou,  Metals 
Week,  Kansas  City  market,  Memphis  market 


LEADING  INDICATORS 

latest 

Week 

%  Change 

week 

ago 

year  ago 

STOCK  PRICES  (1 1/20)  S&P  500 

422.61 

420.94 

1 1.2 

CORPORATE  BOND  YIELD,  Aaa  (11/20) 

8.07% 

a.  1 4% 

-4.6 

INDUSTRIAL  MATERIALS  PRICES  (II/20) 

96.5 

96.0 

0.8 

BUSINESS  FAILURES  (11/13) 

344 

417 

0.9 

REAL  ESTATE  LOANS  (i  1/1 1)  billions 

$402.1 

$400.9r 

-1.1 

MONEY  SUPPLY,  M2  (i  i/9)  billions 

$3,438  1 

$3,439.8r 

1.0 

INITIAL  CLAIMS,  UNEMPLOYMENT  ( 1 1/7) thous  386  355  -21.7 

Sources:  Standord  &  Poor's,  Moody's,  Journal  of  Commerce  (index:  ^980^100),  Dun  &  Bred- 
street  (foilures  of  lorge  componies).  Federal  Reserve  Board,  Labor  Dept.  CIBCR  seasonally  adjusts 
dota  on  business  failures  and  real  estate  loans 


MONTHLY  ECONOMIC  INDICATORS 

Latest 
month 

Month 
ago 

%  Change 
year  ago 

HOUSING  STARTS  (Oct )  annual  rate,  thous. 

1,229 

1,243 

13.3 

BUDGET  SURPLUS  OR  DEFICIT  (-)  (Oct )  millions 

-$48,865 

$5,401r 

-33.5 

ORDERS  FOR  DURABLE  GOODS:  MFG.  (Oct )  billions  $124  4 

$1  19.7r 

3.5 

MERCHANDISE  TRADE  BALANCE  (Sept  )  billions 

-$8.3 

-$8.9r 

-28.3 

Sources:  Commerce  Dept ,  Treasury  Dept 

latest 
week 

Week 
ogo 

%  Change 
yeor  ago 

MONEY  SUPPLY,  Ml  (ii/9) 

$1,018.8 

$l,016.9r 

15.1 

BANKS'  BUSINESS  LOANS  (ii/ii) 

278  9 

279.7r 

-6.9 

FREE  RESERVES  (ii/ii) 

678 

953r 

-15.4 

NONFINANCIAL  COMMERCIAL  PAPER  (1  i/i  i) 

149.0 

149.1r 

10.3 

Sources:  Federal  Reserve  Board  (in  billions,  except  for  free  reserves, 
two-week  period  in  millions) 

^hich  are  expressed  for  c 

MONEY  MARKET  RATES 

Latest 
week 

Wcel< 
ago 

Yeoi 
ag< 

FEDERAL  FUNDS  (11/23) 

2.89% 

3.06% 

A.68°/. 

PRIME  (1 1/24) 

600 

600 

7.50 

COMMERCIAL  PAPER  3-MONTH  (ii/23) 

3.77 

3  83 

4.90 

CERTIFICATES  OF  DEPOSIT  3-MONTH  (n/24) 

3  68 

3.77 

4.90  j 

EURODOLLAR  3-MONTH  (i]/2i) 

3.79 

3.61 

4.98 

Sources:  Federal  Reserve  Board,  First  Boston 


#Raw  data  in  the  production  indicators  are  seasonolly  adjusted  in  computing  the  BW  index  (chart);  other  components  (estimoted  and  not  listed)  include  machinery  and  defense  equipment 
1  =  Western  Wood  Products  Assn.     2  =  Southern  Forest  Products  Assn,     3  =  Free  morket  value     NA  =  Not  available     r- revised     NM  =  Not  meaningful 
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Ever  Get  The  Feeling 

You're  Pciying 
For  More  Protection 
Than  You  Need? 


/J 


That's  what  happened  to  many 
of  the  Pest  Control  Operators  of 
California. 

Their  "boiler  plate"  property/ 
liability  policy  had  them  paying 
the  same  premium  rate  as 
some  of  the  biggest  crop  dusting 
operations,  even  though  they 
didn't  have  the  same  kinds  of  risks. 

They  came  to  us  for  a  solution. 

Along  with  their  insurance 
broker,  we  rolled  up  our  sleeves, 
studied  their  industry  and  identi- 
fied the  risk  differences  within  the 
pest  control  business.  We  then 


built  tailored  coverages,  services 
and  rates  to  fit  their  specific  needs. 

Are  they  saving  money?  A  lot. 
Plus  we  showed  them  how  to 
avoid  risks  and  minimize  accident 
costs,  which  led  to  a  substantial 
refund  on  their  premiums  at  the 
end  of  the  year. 

This  is  just  one  example  of  how 
our  customer-focused  property/ 
liability  plans  are  helping  to 
control  insurance  costs. 

For  more  examples,  call  your 
independent  agent  or  broker,  or 
Courtney  Smith,  president  of  our 


custom  property/liability  division, 
at  (415)  627-3280. 

Because  if  you're  not  careful, 
you  could  be  paying  for  risks 
you're  not  even  taking. 


Iiiclustiial 
Indemnity 


A  Crum  and  Forster  organization 

A  XEROX  Financial  Services  Company 
Home  Office  San  Francisco 
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Certain  amenities  are  expected  from 
i  hotel.  Others  come  as  a  very'  welcome 
surprise.  The  Pinnacle  Suites  at  the  RJHGA 


9t  tak 


es  more  than  a 


mint  to  impress  most 
business  travelers* 


Royal  Hotel,  for  example,  offer  a  cell 
phone  and  fax  machine,  each 
with  its  own  private  line.  Calls 
to  vour  suite  forward  to  your  cellular 
phone  then  to  our  hotel  operator. 
So  you  never  miss  a  message. 

To  let  your  associates  know 
your  address,  phone  and  fax  numbers 
we  also  provide  yc 
personalized  business  cards. 
-And  for  your  convenience,  check-in 
and  check-out  are  arranged  from  the  comfort 


of  your  suite  which  features  a  bedroom  and 
living  room  separated  by  mirrored  French 
doors,  as  well  as  a  large  marble  bath  with  sep- 
arate tub  and  shower. 

From  our  intimate 
piano  lounge  to  our  private  health  ^lub, 
the  R1F4GA  Roval  is  designed  to  make  you 
forget  you  are  staying  at  a  hotel  at  all.  So 
if  you  place  a  higher  value  on  performance 
than  on  pretense,  now  you  have  a  hotel 
to  call  vour  own. 


R  1  HGA  ROYAL  HOTEL* 
N  E  W  YORK 


Z5/   Wax  Uih  Sireci.  .Vfu^  Ycrk,  .Vfvv  Ycrk  10019  Tell  Free    >i  00  -  9  1  .  -  y  4  5 -f 
^USA  fer  Canada    RIHGA-Rcyal  International  Hotel  Group  Associates 
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AN  INHALER'S 
PAEAN  TO  THE  PATCH 


'ecause  of  my  own  experience  with 
*the  Habitrol  transdermal  nicotine 
patcli,  I  read  Joan  Warner's  story  with 
great  interest  and  a  modicum  of  dismay 
("Confessions  of  a  nicotine-patch  wear- 
er," Personal  Business,  Nov.  9). 

Poor  Joan.  She  didn't  make  it.  And  she 
had  smoked  only  for  23  years.  But  then, 
I  avoid  rock  concerts. 

To  be  fair  to  the  patch,  I  think  your 
readers  deserve  at  least  one  success  sto- 
ry. I  am  61  years  old.  I  began  smoking 
when  I  was  19,  way  back  in  1950.  That's 
42  years.  I  had  my  last  cigarette  (a  Ben- 
son &  Hedges  Lights  100)  on  Sunday, 
Feb.  2,  of  this  year.  I  began  with  the  14- 
milligram  patch,  stuck  it  on  my  upper 
body  for  30  days,  then  weaned  myself 
with  the  7-milligram  device  for  about  six 
weeks.  My  last  patch  was  on  Thursday, 
May  7,  i992,  on  an  Aer  Lingus  747 
bound  for  Ireland.  I  haven't  smoked  or 
worn  a  patch  since.  And  I  needed  no 
support  group  or  soothing  audio  tapes  to 
get  through  it. 

So  it  was  nine  months  ago  today  that 
I  last  smoked.  I  consider  it  a  minor  mir- 
acle that  I  haven't  had  the  urge  even 
once  to  resume  the  habit.  It  doesn't  even 
bother  me  when  others  around  me 
smoke. 

But  I'll  tell  you  what  does  bother  me. 
I  haven't  felt  good  since  I  quit.  For  one 
thing,  I've  gained  22  pounds.  Now  if 
they  only  would  invent  a  Ben  &  Jerry's 
Rocky  Road  transdermal  patch! 

James  C.  Duffy 
Stamford,  Conn. 

ANYWAY  YOU  LOOK  AT  IT, 

THE  NATIONAL  DEBT  IS  BAP  

Paul  Craig  Roberts'  assumption  that 
the  debt  is  small  compared  with 
1946  (1277f  of  gross  national  product)  is 
simplistic  and  irrelevant  ("The  deficit 
isn't  public  enemy  No.  1,"  Economic 
Viewpoint,  Nov.  9).  In  1946,  the  U.S. 
owned  world  exports  because  all  of  our 
competitors  were  blown  to  bits.  We  had 
tremendous  pent-up  demand  for  virtual- 
ly any  consumer  product.  Ten  years  of 
depression  and  five  years  of  war  created 


that.  This  resulted  in  tremendous  job 
growth. 

Contrast  that  to  today's  situation:  A 
growing  number  of  able  competitors,  a 
work  force  poorly  prepared  for  high- 
technology  employment,  an  aging  popu- 
lation consuming  entitlements  at  an  ever 
greater  rate,  fewer  families  being 
formed  to  fuel  the  consumer-products 
market  and  pay  for  entitlement  pro- 
grams, and  no  job  growth. 

Currently,  we  are  doing  nothing  to  re- 
duce the  deficit.  If  next  year's  deficit  is 
.$400  billion,  that  will  grow  the  debt  by 
about  107' .  Show  me  an  economy  that  is 
growing  its  productivity  by  107  a  year. 
There  are  none.  The  only  way  we  can 
grow  out  of  this  debt  is  by  balancing  the 
budget  so  that  the  debt  no  longer  grows. 
Until  then,  the  percentage  of  taxes  swal- 
lowed by  the  debt  will  increase  every 
year. 

For  my  part,  I  would  just  as  soon  not 
test  the  1277  level  again. 

Dennis  L.  Roubal 
Financial  Growth  Concepts 
Haslett,  Mich. 

Editor's  note:  Paul  Craig  Roberts  re- 
sponds that  since  1985,  the  growth  of 
U.  S.  manufacturing  exports  has  far 
outstripped  the  growth  of  Japanese 
and  Germayi  exports — arid  that  today's 
exports  are  a  large?-  share  of  GDP  than 
in  the  immediate  postwar  period. 

WITNESS  THE  BEAUTY  OF  AFRICA— 
AT  ANY  TIME  

I rely  on  business  week  more  than  any 
other  single  source  in  managing  the 
African  Wildlife  Foundation.  But  the  ex- 
pertise, so  apparent  in  financial  matters, 
was  left  out  of  your  coverage  of  exotic 
travel  ("Ferocious  Splendor,"  Personal 
Business,  Nov.  16),  when  the  writer  re- 
peated the  old  canard  that  implied  your 
readers  should  see  Africa  "before  it's 
too  late." 

Would  that  the  national  parks  in 
America  were  improving  in  management 
of  natural  resources  as  quickly  as  those 
in  Kenya,  Tanzania,  Uganda,  and  else- 
where. Certainly,  Africa  has  many  seri- 
ous problems  and  crises,  but  it's  a  dis- 
service to  the  positive  steps  and 
accomplishments  of  millions  of  local  Af- 
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"Without  hesitation  I'd  say  we're  the  most  dynamic 
supplier  in  the  North  American  salt  market.  Which  is 
quite  remarkable,  since  we're  also  one  of  the  largest. 
In  fact,  together  with  our  parent  company  we're  the 


leading  salt  producer  on  the  planet.  Akzo  headque 
supports  us  with  the  most  advanced  technology.  T 
helps.  But  even  more  essential  for  our  success  i 
cure  Akzo  found  against  big  company  lethargy:ac 


Akzo  is  one  of  the  world's  leading  companies  in  selected  areas  of  chemicals,  fibers,  coatings,  salt  and  health  care  pro 
Some  63,000  people,  active  in  50  countries  around  the  world,  make  up  the  Akzo  workforce.  For  more  information,  write  ( 
Akzo  America  Inc.,  Corp.  Comm.  Dept./R5,  300  South  Riverside  Plaza,  Chicago,  il.  60606.  Phone  (3  I  2)  906-7500. 


CREATING  THE  RIGHT  CHEMISTRY  i^yjCZO 


why  Over  Two  Million 
Investors  Choose  Fidelity  For 
Their  Retirement  Savings 


As  m\  estment  pro\  ider 
for  the  IR\  and  pension 
money  of  millions  of 
indi\  iduals  and  fiundreds 
of  companies,  you  learn 
v\ hats  realh  important  to 
retirement  investors.  At 
Fidelity,  those  lessons  help 
us  improve  our  prtvduct.  to 
give  )ou  not  onI\  sensible 
ways  to  in\  est  your  retire- 
ment savings,  but  also 
information  that  you  can 
put  right  to  work,  and  a 
serv  ice  approach  that 
delivers  solutions. 


FIDEim  JUST  REDUCED 
THE  COST  OF  SAVUNG 
FOR  RETIREMENT 

For  your  Fidelity  IRA: 
More  Stock  Fund  Choices  Than  Ever- 
^  ith  No  Sales  Charge! 

.\s  part  of  Fidelitv  "s  comminneni  to  retirement 
investing  we  are  making  ai  least  1 5  more  stock 
funds  a\ailable  with  no  sales  charge  for  retire- 
ment investors.  Call  for  details. 


If  yon  trade  stocks  and  bonds: 
Trade  Twice  and  Pay  No  IR.\  Fee!' 
For  brokerage  retirement  customei^  v,iio 

make  va  o  or  more  trades  anniiallv.  we  will  wa^e 

the  account  maintenance  fee  on  your  Fideht\  IR\. 

Call  todav  for  more  information. 


WeGheYou  The 
Tools  You  Need 
To  Take  Control 

Even  rciirt-mc-ni  investor  has  different 
retirement  obiectives.  That's  why  Fidelitv 
offers  a  diverse  set  of  mutual  fund 
approaches,  with  the  money  manage- 
ment skill  we've  built  for  ov  tr  vears. 


.\nd  if  v'our  strategv- 
includes  buving  individual 
securities  for  your  retire- 
ment, we'v  e  made  it  easv"  to 
sa\  e  up  to  "6"o-  in  trad- 
ing commissions  vs.  full- 
cost  broken;  with  Fidelitv" 
Brokerage. 

We're  Here  To 
Inform  You 


e  know  that  investors 
today  are  more  interested  in 
doing  wtiai  it  takes  now  in 
order  to  retire  comfortabh 
in  10. 20.  or  ev  en  30  years. 
So  Fidelitv  created  a  set  of 
common  sense  guides  that 
fociis  on  helping  you  plan  and 
act  for  the  long  term,  using  a  step-by-step 
approach  to  building  your  assets. 

CallTodaN.  Find  out  wtiv  over  two 
million  inv  estors  entrust  their  retirement 
savings  to  Fidelitv.  Call  anvtime  for  your 
free  copy  of  .4  Common  Sense  Guide 
to  Planning  For  Retireinettt. 


Msit  A  Fidelit\  Im  estor  Center  or  Call  24  Hours 

i-800-544-8888 


Fidelity 


Investments® 

Comtuun  Sense.  L  ncuiiunun  Results. 


For  more  complae  inforrrcmon  on  am  Fidelitv  Fund  including  charges  ma  e\perL>es.  call  for  a  free  curreni  pro<^)eciuj-  Read  ii  carefuUx  before  tou  invesa  or  send  mone% . 
Fideiii)  Disaibuiors  Corporarion.  'TbJLN»ffl\er  first  applies  in  IPP?.  and  is  ba.'ied  on  trades  from  November  1.  1^2  through  Oaober  31-  \'^}^.  The  waiter  applies  whether 
you  make  two  or  more  trades  in  one  retirement  account  in  v'our  name,  or  one  trade  in  each  of  i«  o  renrement  accounts  m  vour  name.  The  »arver  onh  applies  to  FBsl  cus- 
tomers utich  have  a  RdeL'n  prototv-pe  retirement  plan  vviih  an  FDIC  insured  cusicKiantrusiee-  Trades  •»ith  Fidelitv  funds.  non-FideMiv  funds,  and  limited  partnerstups  are  r-:.; 

inclbded  m  itus  offer       savings  based  on  an  April  1002  «urvc'.  cf  fuD<053  brokers.  Mininjur  :  '  f^"-  EdeLm  Brokerase  Senices  Ire  J?>'    !M  Devonshire 

sireeL&.-«on.  VUOJIIO  VleniherNTSLSlPC    '  CC_=  r  .'.  3ENM20792 


Lifelike  sound 
from  Virtually 
invisible*  speakers? 

The  Answer  is  Acoustimass' 
Speaker  Systems 


The  Bose 

Acoustimass-5  Series  II 
Speaker  System 

Replace  your  bulky, 
outdated  speakers  with 
Bose  breakthrough 
speaker  technology, 
and  your  eyes  won't 
believe  your  ears. 

Save  $100 

For  a  limited  time,  save 
at  least  $100  \Nhen  you 
replace  your  old 
speakers  with  black  or 
white  Acoustimass-5 
speakers  at  participat- 
ing authorized  dealers. 
For  details,  please  call 
toll-free: 

1-800-444-BOSE 
Ext.  185 

USA  and  Canada,  Weekdays 

8  30AM-9PM  Saliirdav  qAM-5PM  (ET) 


"...its  powerful,  room-filling  sound 
emerges  from. ..speakers  that  could 
easily  be  held  on  the  palm  of  one's 
hand..."  -  Julian  Hirsch,  Stereo  Review,  1991 


Better  sound  through  research 


1992  Bose  Corporalion  The  Mountain 


UNCONVENTIONAL  WISDOM 

Tlicy're  The  McLaughlin  Group.  Each  with  a  view  that's  contentious 
and  contagious,  (clockwise  from  left)  Jack  Germond,  Clarence  Page, 
Jolin  McLaughlin,  Eleanor  Clift,  Morton  Kondracke  and  Fred  Barnes. 
Made  possible  by  a  grant  finom  GE. 


The  McLaughlin  Group 

Check  your  local  listing  for  station  and  time. 


We  bring  good  things  to  life. 
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Another  case  for  USF&G: 


Birmingham,  AL.  July,  1992 


A  woodworker  has  a  terrible  accident  on  the  job 


and  loses  partial  use  of  his  hand. 

So  is  he  sent  home  to  collect  Workers'  Comp  for  the  rest  of  his  life? 

Xo.  His  boss,  his  physician,  the  company's  independent  agent,  a  USF6:G 
claims  specialist  and  a  rehab  nurse  all  get  together  and  help  him  get  back  to 
work — fast.  Doing  something  new. 

So  the  emplo\"ee  remains  self-supporting  and  producti\"e.  And  the  employ  er's 
claims  costs  go  down. 

Incredible.  USFciiG's  Earh"  Return  To  Work  works  for  e\"en"bod\". 

For  the  whole  story;  call  us. 

USF&G 

INSURANCE 

Call  1-800-7 22-USFG  for  more  infoiination. 

 _  r  1 992  USF&G  Insurance 

==_    Sponsor  of  the  USF(i:G  Sugar  Bowl  - 


a  very  lucrative  profit  margin.  The 
ly  expenses  a  hospital  specialist  has  to 
ver  are  the  costs  of  malpractice  insur- 
ce  and  of  sending  a  bill.  The  overhead 

hospital-based  specialists  can  be  as 
A-  as  157'  of  income,  leaving  a  profit 
irgin  of  857.  The  office-based  family 
etor,  on  the  other  hand,  has  nurses, 
ise  payments,  equipment,  supplies, 
d  costly  government  regulations,  as 
jll  as  malpractice  and  billing  expenses. 
16  family  doctor  has  overhead  of  up  to 
%,  leaving  a  profit  margin  of  only  one- 
ird  of  the  hospital  specialist. 
In  the  implementation  of  HCFA,  many 
mily  doctors  are  making  substantially 
;s  than  previously.  The  consequence  of 
is  misguided  policy  is  a  crowd  of  hospi- 
1  specialists  and  a  dearth  of  family 
ictors. 

Everyone  wants  family  doctors,  but 
ibody  will  pay  their  legitimate  office 
erhead.  HCFA  and  the  American  public 
ill  get  what  they  will  pay  for.  Basic 
onomics  explains  the  unrelenting  de- 
ise  of  the  family  doctor. 

Martin  L.  Proudfoot,  M.  D. 

Edmonds,  Wash. 

'ONE-STOP' 

OTilNE  fOR  EXPORTERS  

jn  regard  to  "An  export  service  of 
igreat  import"  (Personal  Business, 
;pt.  28),  you  neglected  to  mention  a 
;w  and  innovative  service  offered  by 
e  Commerce  Dept.  to  help  small  busi- 
;sses  in  their  exporting  efforts. 
In  May,  1990,  President  Bush  created 
le  Trade  Promotion  Coordinating  Com- 
ittee  (TPCC)  to  better  focus  federal 
ade  promotion  programs.  Comprised  of 
)  agencies,  the  TPCC  aims  to  fully  inte- 
-ate  federal  trade  promotion  resources. 
Moreover,  the  TPCC  created  the  Trade 
iformation  Center  located  in  the  Com- 
erce  Dept.,  which  serves  as  a  "one-stop 
lop"  center  for  information  on  exporter 
;sistance  programs  available  from  the 
ideral  government.  You  pointed  out  in 
)ur  article  that  an  exporter  can  "get 
lught  up  in  endless  calls  trying  to  lo- 
ite  information."  To  solve  this  problem, 
le  Trade  Information  Center  serves  as 
le  first  point  of  contact  for  potential 
tporters  needing  assistance.  Callers 
m  reach  the  center  at  its  toll-free  num- 
3r,  800  872-8723  (800  USA-TRADE),  week- 
lys  from  8:30  a.m.  to  6  p.m.  EST.  In  its 
rst  year,  the  center  received  more  than 
3,000  calls  from  businesses  across  the 
.  S. 

The  center's  trade  specialists  advise 
jcporters  on  how  to  locate  and  use  gov- 
rnment  programs  and  guide  them 
irough  the  export  process.  The  staff  is 
i&dy  to  answer  questions  ranging  from 
ow  to  respond  to  an  international  order 


Superb  sound, 
pure  and  simple? 

TheAnswerb 
ifestylr 


"No  visible  speal<ers,  no  stacl<  of 
components,  nothing  that  looks  like 
sound  equipment... .Hit  the  start  button 
and  suddenly  the  room  fills  with  music  of 
exemplary  clarity  and  fullness." 

-  Hans  Fantel,  The  New  York  Times.  1990 


The  Bose  Lifestyle 
Music  System 

Replace  your  bulky, 
outdated  stereo  with 
Bose  breakthrougti 
technology.  It  will 
change  the  way  you 
enjoy  music. 

Save  $200 

For  a  limited  time,  save 
at  least  $200  when  you 
replace  your  stereo 
with  a  Lifestyle  system 
With  powered  Acousti- 
mass  -5  speakers  in 
black  or  white.  For 
details,  please  call 
toll-free: 

1-800-444-BOSE 
Ext.  186 

USA  and  Canada  Weekdays 

8  30AM-9PM,  Salurdav  9AM-5PM  (ET) 


Better  sound  through  research 


•0  1992  Bose  Corpnialion  The  Moun 
ri,siTiinqh,im  MA  01701-9168  USA 


PLANT  A  TREE  WITH  DISTINGUISHED  ROOTS 

Imagine  having  a  noble  red  maple  in  your  yard  descended  from  one  planted  at 
George  Washington's  Mount  Vernon.  Or  the  offspring  of  a  tree  growing  beside 
Henry  David  Thoreau's  Walden  Pond. 

Now,  through  one  of  America's  leading  conservation  groups,  you  can  enjoy  the 
shade  and  beauty  of  trees  authentically  associated  with  some  of  America's  most 
famous  historical  figures  and  sites. 

Seeds  from  trees  at  the  homes  of  American  presidents,  inventors  and  literary  fig- 
ures, and  at  Revolutionary  and  Civil  War  battlefields,  have  been  collected  and 
germinated  for  planting  at  America's  Historic  Forest  and  in  Historic  Groves 
throughout  the  nation.  A  limited  number  of  these  trees  are  now  available  to  individ- 
uals, as  well. 

Each  Famous  &  Historic  Tree  comes  with  a  photodegradable  growing  tube, 
planting  instructions  and  personalized  Certificate  of  Authenticity  describing  its  his- 
toric lineage.  Saplings  are  well-established,  averaging  27"  in  height,  and 
replacement  is  guaranteed  if  they  fail  to  grow.  Individual  trees  are  priced  at  only 
$35  or  less,  plus  shipping. 

Famous  &  Historic  Trees  is  a  project  of  American  Forests,  the  nation's  oldest 
nonprofit  citizens'  conservation  group.  More  than  one  third  of  each  dollar  from  the 
sale  of  these  trees  goes  to  support  Global  ReLeaf.  tree  planting  and  education  pro- 
jects and  to  preserve  the  historic  homes  and  lands  from  which  the  seeds  came. 


To  order,  write  Famous  &  Historic  Trees, 

P.O.  Box  7040.  Jacksonville,  Florida,  32238-7040 

or  call  904-765-0727. 


A  project  of  American  Forests,  America's  oldest  nonprofit  citizens'conservation  organization. 


)Ed)LEAF 


BUSINESS  WEEK/DeCEMBER  7,  1992  13 


CAN  YOUR  ENTERPRISE 
KEEP  UP  WITH  YOUR 
STRATEGIC  VISION? 


THE  MOST  COST-EFFECTIVE 
WAY  TO  IMPLEMENT 
STRATEGIC  CHANGE. 


Prepared  by  X/Open, 
The  International,  Not-For-Profit 
Organization  For  Open  Systems. 


e-engineering  vour  organization  to  meet  the  chal- 
lenges of  the  1990s  is  one  of  the  most  difficult  tasks  facing  top 
executives.  Open  systems  are  proven  to  be  the  most  flexible 
and  cost-efficient  way  to  enable  sn-ategic  change.  Without 
jeopardizing  your  current  IS  investment. 

But  in  order  to  move  safely  to  open  systems,  you  need 
a  standard  you  can  count  on.  That's  where  X/Open™  comes  in. 
We're  an  independent,  not-for-profit  consortium  of  end -users, 
and  just  about  every  major  international 
system  and  software  \'endor  We  don't  sell 
products.  W'e  pro\'ide  the  information 


and  tools  to  ensure  that  open  systems  are  ffuly  open. 

The  X/Open  brand  means  that  a  product  has  passed 
our  stringent  tests  for  conformance  to  open  systems  standards. 
And  that  the  supplier  guarantees  future  conformance.  Insist 
on  the  X/Open  brand,  and  your  enterprise's  capabilities 
will  never  have  to  lag  behind  your  vision. 

Our  free  brochure  details  the  compelling  business  argu- 
ments for  using  open  systems  to  implement  strategic  change. 

For  a  copy  call  1-800-568-OPEN  m  the  US 
and  Canada,  or  +1-818-898-3886  inter- 
nationally It  s  required  reading  for  the  1990s. 


The  World's  Standard  For  Open  Systems. 


S  1992,  X/Open  Company,  Ltd  All  rights  reserved  X/Open  and  the  X  device  are  trademarks  of  X/Open  Company,  Ltd  in  ihe  L'  K  and  other  countries 


CORRECTIONS  &  CLARIFIGlTiONS 

1  "Fewer  pieces,  a  better  fit"  (Finaiic- 
ig  the  Future,  Reinventing  America, 
pecial  Bonus  Issue),  a  caption  mis- 
lentified  the  individual  pictured  as 
rhe  Adviser."  The  photo  was  of  Mark 
aumann,  financial  consultant  at 
ome  Federal  Investment  Center  in 
rand  Island,  Neb. 

1  "Lighting  a  fire  at  'Camp  DNA'  " 
Science  &  Technology,  Nov.  16),  we 
;ferred  to  a  $70  million  grant  received 
y  the  Institute  for  Genomic  Research 
I  Gaithersburg,  Md.  The  grant  was 
3t  from  the  federal  government,  but 
•om  Human  Genome  Sciences  Inc. 


locating  the  top  foreign  markets  for  a 
rticular  product.  The  Trade  Informa- 
n  Center  also  maintains  state  files 
th  information  on  export  assistance  of- 
red  by  local  economic  development 
encies,  world  trade  centers,  chambers 
commerce.  Small  Business  Develop- 
mt  Centers,  and  other  groups  involved 
export  promotion. 

Much  of  the  information  provided  by 
i  trade  specialists  originates  from  the 
mmerce  Dept.'s  National  Trade  Data 
.nk  (NTDB),  a  CD-ROM  that  is  published 
)nthly  containing  over  90,000  trade-re- 
.ed  documents.  Many  of  the  reports 
)m  the  NTDB  are  used  by  the  export 
tline. 

Thomas  A.  Cox 
Director 

Trade  Information  Center 
Washington 

ROT'S  PEOPLE  WERE 

^BODY'S  'FOLIOWERS'  

¥hy  do  you  and  other  media  insist 
on  calling  supporters  of  Ross 
rot  "followers"  ("Now,  who  will  har- 
ss  Perot's  third  force?,"  Cover  Story, 
.v.  16)? 

Have  you  at  any  time  said  followers 
George  Bush  or  perhaps  followers  of 
1  Clinton? 

(n  my  opinion,  anyone  who  supported 
her  of  those  two  candidates  are  the 
il  followers — following  an  outdated 
o-party  system  that  only  offers  us 
0  sides  of  the  same  coin  and  no  real 
Dice. 

K.  Kramer 
San  Rafael,  Calif. 

ters  to  the  Editor  should  be  sent  to  Readers 
lort.  Business  Week,  1221  Avenue  of  the  Ameri- 
,  New  York,  N.  Y.  10020.  Fox:  (212)  512-4464, 
;x:  12-7960,  Intl.  4998204.  All  letters  must  in- 
Je  on  address  and  doytinne  and  evening  tele- 
ine  numbers.  We  reserve  the  right  to  edit  letters 
clarity  and  space. 


"The  sound  of  the  Lifestyle 
Music  System  was  superb  from 
both  FM  and  CD."  -  Julian  Hirsch, 
Sound  &  Image  Magazine.  Summer  1990, 
about  the  original  Lifestyle  music  system 


The  Bose  Lifestyle 
Music  System 

Replace  your  bulky, 
outdated  stereo  with 
Bose  breakthrough 
technology  that  will 
change  the  way  you 
enjoy  music 

Step  Up  Now  And  Save 

For  a  limited  time,  save 
at  least  $150  when  you 
replace  your  old  stereo 
with  a  Lifestyle  system 
With  new  black  or  white 
powered  Acoustimass  -3 
speakers.  At  participat- 
ing authorized  dealers, 
RDr  details,  please  call 
toll-free: 

1-800-444-BOSE 
Ext.  187 

USA  and  Canada,  Weekdays 

8  'jOAM-gPM  S,sii.,id,av  9AM--,PM  fCT) 


Better  sound  through  research 


1992  Bose  Corporation  The  Mounldin 
F'amingham  MA  01701-9168  USA 


Turn  your 
excess  inventory 
into  a  substantial 

tax  break  and 
help  send  needy 
kids  to  college. 

Call  for  your 
free  guide 
to  learn  how  donating  your 
slow  moving  inventory 
can  mean  a  generous 
tax  write  off 
for  your  company. 

Call  708-690-0010 
Peter  Roskam 

Executive  Director 


Whal  are  we  going  to  do  with  your 
extra  robots,  Fenton  ? 


Maybe  a  small  college  football  team 
needs  a  new  front  line! 


P.O.  Box  302  I ,  Glen  Ellyn,  IL  601 38 
FAX  (708)  690-0565 


Excess  inventory  today... 
student  opportunity  tomorrow 


IhE  Compaq  ProSig 
IhE  Same  Impact 


PC 


Not  long  ago,  we  introduced  PCs  that  established  us 
as  the  new  leader  in  affordable  computing.  To  that  we 
now  add  the  COMPAQ  ProSignia  Family  of  PC  Servers: 
delivering  a  new  level  of  performance,  affordability 
and  support  by  establishing  a  new  class  of  PC  servers. 


Ironically,  the  more 
critical  your  PC  network 
becomes,  the  more  likely 
your  network  seryer  will 
proye  inadequate. 

The  taster  you  need 
something,  the  slower  it 
dcliyers.  When  its  time  to 
upgrade  or  expand,  you 
find  yourself  at  the  tech- 
noloaical  ec]ui\alent  ot  a 
dead-end  street. 

Which,  needless  to  say, 
can  he  a  problem. 

What  you  need  is  an 
easy-to-manage  system  ot- 
tering hiwh  pertormance, 
flexibility  and  extended 


support.  All  at  an  excep- 
tional price. 

In  other  words,  a  brcak- 
throu^jh. 

hi  still  other  words,  the 
new  COMPAQ  ProSignia. 


PROCESSORS:  c/iip  upgradahU 
486/33  or  486DX: /66  EXPAN- 
SION: 7  32-Bit  EISA  bus  master 
slots  STORAGE:  oter  6GB  inter- 
nal in  S  bays  HARD  DRIVES: 
Fast-SCSI-2  (330MB.  SSOMB, 
I.OSGB).  Drive  Array  Pairs  (680MB. 
1.02GB).  IDE  (210MB.  340MB. 
SIOMB)  DRIVE  CONTROLLER: 
Integrated  or  optional  32-Bit 
Fast-SCSI'2.  IDA-2.  or  Integrated 
IDE  (on  models  I /El  and  340/ \\  ) 
NETWORK  CONTROLLER: 
Preinstalled  32  hit  \eiFle\  iontroh 
/cr  SERVER  MANAGEMENT: 
INSIGHT  Sener  .Manuqcment 
Framenork  RAM:  4'I2S\IB  of 
wdusir]  -standard  SHIMS  WAR- 
RANTY: Free  three-\ear.  parts  and 
labor.  (  n-site"  narrant]  SUP- 
PORT: Free  24-hour.  l-da\  hard- 
ware support,  opt  tonal  tnulti-\endor 
network  operating  s\slem  support 


For 
starters, 

the  COMPACQjplil 

ProSignia  486/33 
outperforms  compSra 
bly  configured  IBM  ai 
Dell  seryers  by  83%  ai 
64%,  respectively.*  (Bo 
ot  which,  by  the  way,  a 
much  more  expensive' 
In  not-so-simple  terr 
here's  how  we  did  it: 

Compaq  ProSignj 

disk-configured  mods 

o  ■ 

come  standard  with  an 

new  32-Bit  Fast-SCSI 

Contxollei-  tJiat  perforrj 
t 

twice  as  last  as  old  SC 
technology.  As  well  as 
preinstalled,  COMP/^ 
32-Bit  NetFlex  ContTol| 
that  works  with  Ether r| 
or  Token  Ring.  And 
those  who  require  trij 


Compaq  I  . .mpulfrO.rpc.ralii.n  All  Rights  Rcsfrvcd  COMPAQ  RfgistcrrH  US  Paunl  an,l  Trjdi  mjrk  ( .•  Pn.Signia.  NctFlcx  and  CiimpaqCare  are  tradcmjrl 
C"ompaq  CfimputiT  Corporate  in  Printut  t  names  mentiont  d  hercm  ma\  be  tradcmark.s  and /or  registered  trademarks  ot  their  respectise  i  nmpanies  'Results  Irtim  running 
Week  file  Server  Shootout  test  All  produrtssvith  16  MBnl  RAM  COMPAQ  PmSignia  with  integrated  i2  Bit  Fast  SCSI  2  Controller  andlour  S  50MBFastSCSl  2  Hard  Dn 
Dell  IWerLine4S0SE  with  Dell  SCSI  Controller  and  lour  650MB  SCSI  Hard  Drives  IBM  fS/2  XP486/ 50  Model  95  with  IBM  SCSI  Controller  and  lour  400MB  SCSI  F 


ivER.\^  Expect  It  To  Hwe 
:ently  Introduced  PCs. 


xtraordinary  capabilities, 
/e  of  fer  an  optional  32- Bit 
DA-2  Controller. 

All  of  which  means  it 
akes  a  lot  less  time  to  ^et 
lot  more  clone.  No  more 
waiting  for  files.  No 
more  starin 


maintain  better  control 
over  voLir  entire  network, 
but  can  also  anticipate, 
and  help  prevent,  poten- 
tial problems. 

The  simple  translation: 
Fewer  headaches.  For  you. 
For  users.  Forever. 

We've  even  turned 


)uter 
icreen  that 
itares  just  as 
)lankly  back. 

The  COMPAQ 
-•roSignia  is  also  the 
irst  affordable  PC  server 
ncorporating  advanced 
nanagement  technolo- 
nes.  Included  is  a  set  of 
;imple-to-use  features 


up  the  volume  on  our  ser- 
vice and  support  program. 
You  get  a  full  three -vear, 
on-site"  limited  warrantv. 


7-dav-a-week  technical 
sup|:)C)rt.  Free. 

CompaqCare  also  now 
includes  our  f)ptional  Ad- 
vanced Network  Support 
Agreement,  a  comprehen- 
sive selection  of  systems- 
related  support  services 
that  can  be  customized 
to  meet  your  needs. 
T)  learn  how  easy  it 
is  to  get  up  and 
running,  just  call 
1-800-345-1518 
in  the  U.S.,  or 
1-800-263-5868 
in  Canada. 
You'll  find  out  why 
the  COMPAQ  ProSignia 
represents  such  an  excep- 
tional value.  And  why  it 
will  undoubtedly  make  a 
big  impression.  On  the 


Jh€  COMPAQ_ProSi<jnia  starts  at  iinJcr 
$2,700^  and  IS  designed,  tested  and 
certified  to  run  NetWare  flawlessly,  lie 
even  offer  Net  Ifbre  from  Compaq  to  op 
timize  server  management  capabilities 


l\  itb  onlj  industry -standard  technolo 
gies  and  an  easy-to-upgrade processor 
path,  the  COMPAQProSignia provides 
a  co^t-effective  nay  to  meet  today's 
needs  today.  And  tomorrow's  tomorrow. 


hat  not  only  help  you        as  well  as  24-hour-a-day,       marketplace,  and  on  you. 

)rives.*"Thisservice.  provided  by  Contracted  Service  Providers,  isspecificto  hardware  products  and  maynot  be  available  in  certaingeographic  locations.  Consult  the  Compaq 
;ustomer  Support  Center  for  details.  tSuggested  retail  price,  reseller  price  may  vary;  price  indicated  is  for  nondisk-conPigured  COMPAQ  ProSignia486/3  ?  Model  1 /EL,  not 
icturedhcre;  monitor.  NetFlexControllernotmcludedModclsmcludingharddriveandNetFlex  Controller  start  under  S4500  The  Intel  Inside  logo  is  a  registered  trademark 
f  Intel  Corporation 


HOMESTEAD:  THE  GLORY  AND  TRAGEDY  OF  AN  AMERICAN  STEEL  TOWN 

By  William  Serrin 

Times  Books  •  452pp  •  $25 

STEEL  TOWN  AMERICA: 
USED  UP  AND  SHUT  DOWN 


In  the  late  198(Js,  some  Pittsburgh  cit- 
izens began  a  project  to  redevelop 
the  nearby  Monongahela  Valley 
towns  recently  abandoned  l)y  the  steel 
industry.  Dozens  of  architects  from  the 
U.  S.  and  Britain  visited  Homestead,  Pa., 
home  of  the  famous  mill  that  made  steel 
for  the  Emi)ire  State  Building  and  World 
War  II  battleships.  Plans  were  drawn  up 
to  use  some  of  the  gigantic  facilities  as  a 
museum  and  turn  the  riverbank  into  an 
esplanade  with  a  pleasure-boat  landing. 

At  a  public  meeting  to  present  their 
ideas,  the  architects  got  an  earful.  The 
people  didn't  want  tourist  attractions; 
they  wanted  the  region's  mills  to  reopen. 
"We  have  a  national  disaster  here  in 
Homestead,"  said  one  resident,  listing 
the  used-up  men  recently  dead  of  heart 
attack,  stroke,  or  suicide.  Half  the 
town's  former  steelworkers  were  on  the 


dole  or  working  at  minimum-wage  jobs, 
he  said.  "We  want  to  make  the  valley 
come  back,"  shouted  another. 

In  the  end,  neither  side  won.  The  mills 
were  torn  down,  and  Homestead  and  its 
neighbors  are  becoming  ghost  towns. 
Now,  William  Serrin,  a  former  New 
York  Times  labor  reporter,  has  written 
a  memorial.  Homestead:  The  Glory  and 
Tragedy  of  an  American  Steel  Town. 
The  book  is  far  broader  than  its  title 
indicates:  Serrin's  nostalgic  history  of 
Homestead  is  wrapped  around  an  ac- 
count of  the  making  of  United  States 
Steel  Corp.  and  its  partner  in  production, 
the  United  Steelworkers  of  America.  In- 
deed, the  vivid  depiction  of  the  growth 
of  the  company  and  the  union — and  the 
comfort  and  complacency  that  undid 
them — is  Serrin's  real  achievement. 

Two  events  resonate  through  the 


book:  the  nearby  defeat,  in  the  French 
and  Indian  War,  of  British  General  Ed- 
ward Braddock,  a  victim  of  his  own  igno- 
rance and  arrogance,  and  the  epic  1X92 
Homestead  lockout  and  strike. 

In  Braddock's  failure  to  adapt  to  tiu' 
l;^ew  World's  skirmishing  style  of  fight- 
ing, Serrin  sees  a  parallel  with  the  iner- 
tia of  corporate  and  union  leaders  two 
centuries  later.  The  1892  lockout  wa^  a 
blow  to  the  human  spirit.  Determined  tn 
end  unionism  in  the  Mon  Valley,  Andrew 
Carnegie,  Homestead's  owner,  sent 
armed  Pinkerton  guards  to  occupy  the 
mill  and  admit  strikebreakers.  A  12-hnui- 
battle  ensued,  in  which  seven  workers 
and  three  guards  died.  Five  days  later, 
the  uprising  was  quelled  by  the  militia. 
Of  2,200  strikers  who  sought  reinstatf- 
ment,  only  400  were  rehired.  "Fon'Ncr 
after,"  says  Serrin,  "much  of  the  ener- 
gy, the  independence — the  grit — that 
had  characterized  the  town  was  gone  " 

The  strike's  defeat  was  a  prelude  to 
the  emergence  of  perhaps  the  most  re- 
markable corporation  ever:  U.  S.  Stt  rl. 
Carnegie  had  already  built  a  colossus 
with  holdings  in  natural  resources, 
transportation,  and  iron  and  steel  manu- 
facturing. Then,  J.  P.  Morgan  bought  it 
for  $480  million  and  added  holdings  to 


Adualsize 
Canon  PC310 
personal 
copier 


At  Canon,  we  never  seem  to  leave  well  enough  alone. 
.We're  always  searching  to  bring  you  something  better. 
Like  our  revolutionary,  new  Canon  PC® 300  series  personal 
copiers  —  the  smallest,  lightest,  most  advanced  personal 
copiers  ever  designed. 


At  the  heart  of  these  e.xtraordinary  copiers  is ' 
newest,  smallest,  most  efficient  PC  Mini-Cartridge  ( 
that's  the  exclusive,  single  cartridge  unit  that  mak 
Canon  personal  copiers  virtually  maintenance  fre 
addition,  our  new  copiers  require  no  warm-up  ti 


Canon  U.S.A.,  Inc.,  Home  Office  Products  Division,  One  Canon  Plaza,  take  Success,  NY  1 1042.  PC  is  a  Registered  Trademark  of  Canon,  Inc.  0  1992  Canon  U.S.A.,  In. 


combine  under  one  man- 
agement 65%'  of  Ameri- 
ca's steel  industry. 

Serrin  draws  compel- 
ling biographies  of  U.  S. 
Steel's  successive  chief- 
tains and  their  approach- 
es to  industrial  relations. 
From  the  early  1900s,  the 
chairman  was  Elbert  H. 
Gary,  a  "cold-eyed  Meth- 
odist lawyer."  To  stave 
off  unionization,  Gary  in- 
stituted a  broad  program 
of  welfare  capitalism. 
When,  in  1919,  the  work- 
ers nonetheless  struck, 
the  company  suppressed 
them  brutally.  Thereafter, 
to  control  steel  towns, 
management  exploited  ethnic  tensions 
and  used  spies,  bribes,  and  the  corrup- 
tion of  clergy  and  politicians. 

In  the  1930s  came  colorless  Myron  C. 
Taylor,  who  used  company  unions  to  ma- 
nipulate employees.  But  after  smashing 
several  independent  organizing  drives, 
he  abruptly  changed  tack,  agreeing  in 
1937  to  recognize  the  fledgling  Commit- 
tee for  Industrial  Organization  (CIO) 
steelworkers'  union.  The  pact  he  ham- 
mered out  with  CIO  Chairman  John  L. 
Lewis  gave  workers  almost  everything 


s 

^werrin  depicts  the 

mmm  i 

growth  of  U.S.  Steel, 
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the  Steelworkers, 

and  the  complacency 

that  undid  them 

WilimM  BfROilj  I 

they  had  sought  in  1919.  One  reason: 
Taylor  badly  wanted  labor  peace  so  he 
could  bid  for  British  war  contracts. 

Suddenly,  the  union  had  500,000  mem- 
bers. "The  steelworkers  were  organized, 
but  they  had  not  organized  themselves," 
observes  Serrin.  And  therein,  he  shows 
us,  lay  the  rub.  This  union  would  be  for 
but  not  of  the  workers,  making  up  in 
padded  payrolls  and  perks  what  it  lacked 
in  democratic  structure.  Its  prototypical 
leader  would  be  David  J.  McDonald,  a 
near-caricature  of  the  bourgeois-aping 


"union  statesman,"  with 
chauffeured  limos  and 
Brooks  Brothers  suits. 

During  the  1950s  and 
1960s,  Homestead  work- 
ers, replicating  the  self-in- 
dulgence of  union  and 
company  executives,  came 
to  regard  both  mill  and 
company  as  fair  game  for 
looting.  U.  S.  Steel  virtu- 
ally ignored  innovation, 
quality  suffered,  waste 
was  huge,  and  fat  con- 
tracts soon  made  the  cost 
of  steel  labor  nearly  twice 
that  of  all  U.  S.  industry. 

The  1970s  saw  the  be- 
ginning of  the  end.  From 
1974  to  1979,  the  company 
shut  more  than  40  plants.  By  1984,  40'7f 
of  industry  workers  were  laid  off.  Pro- 
tests by  outraged  Homestead  residents 
were  of  no  avail.  U.  S.  Steel  bought  Mar- 
athon Oil  Co.  and  became  USX  Corp.  In 
1986,  the  Homestead  Works  closed.  The 
mills  were  dismantled.  In  the  last  words 
of  the  defeated  Braddock,  Serrin  finds 
Homestead's  epitaph:  "Who  would  have 
thought  it?  All  is  over." 

BY  HARDY  GREEN 
BW  Copy  Editor  Green  is  making  a  study 
of  company  toirns. 
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Eacts. 


The  Microsoft  ad  on  the  left  has  a  lot  to  say  about  their 
:^adsheet,  Microsoft*  Excel.  It  also  has  a  lot  to  say  about 
r  spreadsheet,  1-2-3.®  But  before  you  believe  their  ad,  let's 
Darate  fact  from  hype. 

The  truth  is,  Microsoft 
isn't  giving  you  all  tlie  facts. 

Microsoft  claims  that  Excel  will  read  and  write  all 
ar  Lotus®  1-2-3  spreadsheet  files  and  run  your  1-2-3 
icros  unmodified. 

Not  true. 

Excel  can't  preserve  1-2-3  DOS  formulas  containing  a  3D 
ige.  It  can't  convert  a  number  of  .WK3  files  to  Workbooks, 
d  it  can't  run  1-2-3  macros  containing  commands  from 
:'sions  dating  back  to  Release  2.01. 

More  hype?  Their  ad  also  tells  you  that  a  1-2-3  user  need 
ly  type  in  a  1-2-3  command  and  Excel  will  show  the  equiv- 
!nt  comniand. 

Wrong  again. 

The  fact  is,  Excel  can't  execute  your  familiar  conunands 
m  Releases  2.2, 2.3, 2.4  and  3.1.  Try  pressing/.  Range, 
irch  in  Excel  and  guess  what  happens.  Absolutely  nothing. 

The  fact  is,  1-2-3  for  Wmdow^  offers 
the  best  transition  from  1-2-3  for  DOS. 
And  complete  compatibility. 

If  you're  a  1-2-3  user,  you've  probably  created  and  saved 
ndreds  of  1-2-3  files,  styles  and  macros.  Face  it,  you'll  certainly 
ed  to  use  them  unmodified.  Well,  with  1-2-3  for  Wrndows^' 
i  can.  Because  only  1-2-3  for  Windows  is  able  to  read  and 
ecute  every  1-2-3  for  DOS  file,  style  and  macro.  And  only 
1-3  for  Windows-with  its  built-in  Classic®  Menu -lets  you 
e  all  your  familiar  1-2-3  commands. 

What's  more,  only  1-2-3's  3D  technology  gives  you  easy 
cess  to  256  worksheets  and  lets  you  build  true  3D  formulas. 

In  comparison,  Excel's  Workbook  is  a  limited  imitation 
true  3D.  Try  opening  a  large  1-2-3  3D  file  in  Excel  and  see 
\at  happens.  It  might  work.  It  might  not. 


Now  ask  yourself,  why  would  a  1-2-3  for  DOS  user  looking 
for  the  easiest  way  to  move  to  Windows  choose  anything  but 
1-2-3  for  Windows? 

The  fact  is,  the  new  1-2-3  for  Wmdows 
includes  the  most  asked-for  improvements. 

The  new  release  of  1-2-3  for  Windows  includes  per- 
formance enhancements.  For  example,  it's  now  the  fastest 
Windows  spreadsheet  for  printing  on  PostScript'  printers. 
We've  also  added  over  25  innovative  new  features,  usability 
enhancements  and  programming  tools. 

The  result? 

1-2-3  for  Windows  is  now  one  of  the  most  powerful  and 
easy-to-use  spreadsheets  ever  developed. 

Umnatched  database  capabilities 
ma  spreadsheet 

If  you're  a  spreadsheet  user  who  needs  to  access  external 
databases,  1-2-3  for  Wmdows  remains  unmatched-particularly 
if  you  need  relational  capabilities.  Excel's  data  access  capa- 
bilities, on  the  other  hand,  rest  on  a  third-party  product  that 
offers  limited  relational  capabilities.  Which  explains  why 
Corporate  Computing  (August  1992)  recently  wrote  that  Jor 
the  e^q^erienced  1-2-3  database  user,  1-2-3  for  Windows  with 
DataLens'  is  the front-end.  tool  of  dioice." 

Join  millions  of  spreadsheet 
users  who  prefer  Lotus. 

Not  only  do  more  people  prefer  our  product,  but  according 
to  the  ComputerWorld  Spreadsheet  Brand  Preference  Study  more 
people  prefer  our  company  In  fact,  Lotus  beat  everybody  (includ- 
ing Microsoft)  for  the  awards  of  "best  company  to  do  business 
unth"  and  the  "company  thai  offers  the  bast  serdce  and  support." 

For  more  information,  visit  your  Lotus  Authorized  Reseller 
or  call  us  today  for  your  fi^ee  demo  disk  at  1-800-TRADEUI* 
ext  7219.* 

After  all,  it  only  makes  sense  to  base  your  spreadsheet 
decision  on  facts  rather  than  hype. 


Lotus 


1-2-3  forWindows 


*In  Canada  call  tSOO-GO-LOTUS,  ©1992  Lotus  Development  Corporation,  55  Cambridge  Parkway,  Cambridge,  MA  02142.  All  rights  reserved.  Lotus,  1-2-3  and  DataLens  are  registered  trademarks  of  Lotus 
Development  Corporation.  Classic  is  a  registered  trademark  licensed  to  Lotus  Development  Corporation.  Microsoft  is  a  registered  trademark  and  Windows  is  a  trademark  of  Microsoft  Corporation. 

PostScript  is  a  registered  trademark  of  Adobe  Systems,  Incorporated. 
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FINDING  FAULT  WITH 
NO-FAULT  DIVORCE 


A  woman  with  youiit^ 
children  can't  stop 
her  husband  from 
divorcing  her,  no 
matter  how  much 
hardship  it  mii^ht 
cause.  If  her  consent 
were  needed,  she 
would  have  the 
leverage  to  strike  a 
better  bargain 
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iMh  I 'iH'sident  Husli  and  Prrsidcnl-clecl 
CliiiUin  i\'i)i'ati'dly  iiu'iitioiu'd  I'aniily  \'al 
s  iliirini;  llu'  campaign,  l)ul  lU'itlii'r 
pi'oposcd  i-('lonns  that  wduld  si.iiiiil'icaiil ly 
striMi,i;lhi'ii  lamily  lili'.  Overlooked  in  the  liead- 
liiie-,ural>l)in.u'  altenlioii  to  Miirpliy  Hrown, 
i^ays,  and  tlie  l'aniily-lea\'e  liill  are  llie  perni- 
cious consi'iiuenci's  of  radical  changes  in  di- 
vorce laws  durin.i;  the  i)ast  '20  yeai-s. 

In  tl'TO,  California  liecanie  ihe  first  slate 
to  allow  no-faiill  divorce.  Since  ilieii.  practical- 
ly all  states  ha\e  adopted  similar  statnli's. 
No-faiilt  niak(>s  it  possible  to  obtain  a  divorce 
without  the  consent  of  the  spouse  and  without 
proving'  .u'uilty  liehax'ior.  sucii  as  adult(>ry.  Cal- 
ifoiMiia's  approach  was  hailed  by  women's 
groups  and  otlun's  as  a  civilizcnl  step  that 
would  be  a  i;reat  boon  to  women  trapped  in 
bad  marria.Lics. 

It  hasn't  worked  out  that  w  a.\ .  Scholarly 
research  does  not  blame  tiie  no-fault  i>rovi- 
sion  for  the  boom  in  divorces  durini;'  the  '70s 
and  'MOs— that  would  have  happened  anyway  — 
biu  it  does  hold  uo-faull  responsibU'  for  many 
of  the  problems  of  divorciul  persons.  espiH'ial- 
ly  women  with  childri-n. 
MUTUAL  CONSENT.  I'udi'r  current  law,  a  mar- 
ried wcuiiaii  w  itii  \<nm,i;'  children  cannot  stop 
her  husband  from  divorcin.U'  her,  no  matter 
how  much  hardship  siu'  and  her  children 
would  suffer.  Sinci'  child-support  payments 
are  often  mea.iivr,  she  faces  a  bleak  financial 
future  where  she  luust  work  lonu'  hours  or 
_u,d  on  wt'lfan^  just  to  maki^  ends  meet.  The 
l)litiht  of  these  dixorced  women  and  their  chil- 
dren—who now  const  it  uti>  almost  20' r  of  all 
households— is  amon.i;'  tlu'  most  serious  family 
l>roblems  in  Hritain,  Canada,  the  I'.S.,  and 
many  other  countries. 

It  is  neither  desirabli'  \wv  possible  to  turn 
the  clock  back  to  the  '(lOs,  when  most  states 
did  not  allow  divorce  without  prcxif  of  adultery. 
desi>rtion,  or  abuse.  W  hat  can  be  done  to  im- 
prove the  situation  of  these  families".'  The  no- 
fault  expt'riment  should  be  abandoned  and  re- 
placed by  laws  that  allow  ilivori'e  only  when 
both  the  husband  and  \\i(v  a.uree— what  is 
called  divorce  by  mutual  consent. 

Tliis  chaui^e  would  .^i'reatly  improve  the  bar- 
il'ainins  power  of  the  many  married  persons, 
especially  women,  who  are  hiu't  by  no-fault. 
Consider  a  husband  who  very  much  wants  a 
divorce  and  cares  little  about  the  harmful  ef- 
fects on  his  wife  and  children.  I'nder  present 
divorce  law.  his  wife  can  do  Httle  to  stop  him. 
but  if  her  consent  were  needed,  she  would 
have  leverage.  She  could  refuse  unless  the 
husband  agrees  to  liberal  child-support  pay- 
ments, a  generous  division  of  their  assets,  and 
other  conditions.  She  need  not  a.gree  until  he 


convinces  her  that  he  would  actually  carr 
out  his  promises  regarding  child  suiiport.  An 
she  does  not  have  to  let  him  have  his  way  i 
tlu'  marriage  under  threats  that  he  will  d 
vorce  her. 

ChiUhH'u  of  divorced  part'uts,  especial! 
boys,  often  suffer  emotionally  l)ecau,se  of  limi 
ed  contact  with  their  fathers.  There  is  no  pel 
feci  solution  for  this  problem,  but  under  th 
reform  1  propose',  a  mother  concei'ued  abov 
how  a  divorce'  would  affi'ct  her  children  coul 
withhold  consent  until  lier  husband  pledged  i 
wi'iting  to  see  I  hem  fre'(pieiU  ly.  possibl 
tlu'oii'.di  joint  custody. 

FAILED  EXPERIMENT.  \o- fault  divorce  laws  di; 
couragi'  marrit'd  women  iVom  leav^ing  the  wor 
forc(>  for  si>v(>ral  years  to  care  for  their  youn 
children,  because'  they  re'alix.e  that  they  wi 
need  good  jobs  if  their  husbands  ditch  their 
I'nde'r  mutual  con.sent.  women  would  be  mor 
able  to  stay  home  lor  a  spell  after  havin 
children,  if  they  wanted  to,  l)ecause  the 
would  then  have  much  less  reason  to  fea 
bi'ing  left  in  a  financial  bind. 

Judges  now  have  a  large  part  in  divorc 
proci'edings.  even  though  they  may  not  hav 
enough  knowledge  to  fit  custody  and  suppor 
provisions  to  individual  circumstances.  Mutui 
consent  laws  would  reduce  their  role  in  d 
vorci'  procedures,  for  couples  would  be  re 
eiin'red  to  work  out  their  own  terms  as  part  ( 
the  conseiu  pi'ocess.  Thei-e  is  every  reaso 
to  expect  that  privatizing  divorce  proceec 
ings— taking  the  judiciary  out  of  them— woul 
make  them  work  much  bi'tter,  just  as  privatii 
ing  other  activities  has  brought  improvemen 
(Economic  X'iewpoint,  HW— Aug.  171. 

No  divorce  law  can  .solve  all  the  problem 
created  by  failed  marriages.  A  bitter  or  spitt 
ful  spouse  may  refuse  to  consent  to  a  divorce 
no  matter  how  generous  the  terms— even  i 
the  husband  and  wife  live  separately  for  man 
years.  This  difficulty  can  be  partially  ovei 
come  by  allowing  a  person  to  seek  bindin; 
private  divorce  arbitration  if  the  spouse  ha 
not  agreed  to  divorce  terms  after  seven; 
years  of  separation. 

Most  of  the  main  changes  in  family  strtic 
tvtre  diu'ing  the  past  half-century  cannot  be  re 
versed,  for  the.v  are  the  inevitable  result  o 
the  growth  of  women's  employment,  the  de 
dine  in  birth  rates,  and  other  developments 
analyzed  in  my  book  .-I  Treatise  on  the  Font  ill, 
But  the  widespread  adoption  of  no-fault  di 
vorce  is  an  experiment  that  failed.  If  no-faul 
were  replaced  by  laws  that  require  mutua 
consent  to  divorce,  high  divorce  rates  vvouh 
cause  much  le.ss  harm  to  voung  children  and  t 
the  women  and  men  who  do  itot  want  thei 
marriages  to  break  up. 
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Like  The  Rarest  Wines,  These  Cigars 
Do  Not  Come  Along  Every  Year. 


If  you  have  searched  for  finer  and  finer 
premium  cigars  through  the  years,  you  are 
not  alone. 

The  same  quest  has  been  known  to  take 
men  across  oceans  as  well  as  continents  and 
has  moved  certain  connoisseurs  to  purchase 
plantations  all  their  own. 

It  has  also  consumed  the  passions  of  the  men 
of  Macanudo  for  more  than  a  century. 

In  an  age  of  machines,  the  men  of  Macanudo 
have  gone  on  making  their  cigars  step  by  step  by 
hand,  always  with  the  finest  tobaccos,  always 
in  the  pursuit  of  perfection. 

Without  question,  their  crowning  achievements 
are  Macanudo  Vintage  Cabinet  Selection  cigars. 

Vintage  years  are  as  rare  for  fine  cigars  as  they 
are  for  fine  wines,  for  only  the  richest  of  harvests 
can  yield  some  tobacco  leaves  whose  qualities 
surpass  the  grades  that  we  demand  for  other 
Macanudo  cigars. 

Our  long,  fine  filler  leaves  are  grown  in  the 
Caribbean.  Our  dark,  supple  binder  leaves  are 
gi'own  on  the  rich  San  Andres  tobacco  farms  of 
Mexico.  Our  distinctive,  costly  wi-apper  leaves  are 
grown  in  the  fertile  Connecticut  Valley.  Yet  even  in 
a  vintage  year,  no  more  than  several  bales  of 
leaves  are  worthy  of  a  Macanudo  Vintage 
Cabinet  Selection. 


To  enhance  the  inherent  superiority 
of  our  vintage  leaves,  om-  master  cigar- 
makers  age  them  even  more  gradually 
than  they  age  our  other  tobaccos. 
The  leaves  are  aged  for  two  years  while 
still  in  their  bales.  As  they  are  carefully 
blended,  the  leaves  are  aged  again.  And  after 
the  leaves  are  finally  bound,  then  wi'apped,  and 
appear  to  be  finished  cigars,  they  are  aged  once 
more,  this  time  in  a  room  of  Spanish  cedar  Then, 
only  after  long  weeks  of  undisturbed  slumber,  the 
tobaccos  are  truly  married,  truly  one. 

A  limited  edition  by  nature,  each  Macanudo 
Vintage  Cabinet  Selection  in  its  hand-crafted 
cedar  cabinet  is  more  than  three  years  in  the 
making.  And  if,  from  time  to  time,  the  cigars  are 
not  as  readily  available  as  you  would  like,  their 
extraordinary  taste  and  aroma  will  soon  reward 
your  patience. 

For  the  location  of  the  tobacco  shop  nearest 
you  where  you  can  purchase  Macanudo  Vintage 
Cabinet  Selection  cigai's,  simply  call  1-800-955-5996. 

At  long  last,  your  search  for  the  rarest  of  cigars 
will  have  come  to  an  end. 

Macanudo  Vintage 
Cabinet  Selection 
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BY  GENE  KORETZ 


IS  CAPITAL  IHVESTMENT 
TAXIING  UP  THE 
RUNWAY  FOR  TAKEOFF? 


Bill  Clinton's  pledKi'  to  spur  both  pub- 
lir  anfl  private  investment  could,  as- 
suminK  it  is  implemented,  contribute  to 
a  "sur])risinfily  strong  and  lon><  upswing- 
in  the  capital-spending  cycle."  So  argues 
economist  Joseph  G.  Carson  of  Dean 
Witter  Reynolds  Inc.,  who  points  out 
that  tax  credits  to  stimulate  capital 
spending  should  reenforce  the  effects  of 
other  emerging  factors  that  favor  in- 
vestment. 

Perhaps  the  most  intriguing  develop- 
ment is  a  recent  change  in  the  famous 
"Q"  ratio,  the  name  chosen  by  Yale  Uni- 
versity economist  James  Tol)in  to  desig- 


THE  'Q'  RATIO  FLASHES  GREEH 
FOR  CAPITAL  SPEHDIHG 


DATA-  FEDERAL  RESERVE  BOARD,  DEAN  WITTER  REYNOLDS  INC  ESTIMATE 


nate  the  relationship  between  the  value 
the  .stock  market  places  on  corporations, 
on  the  one  hand,  and  the  cui'rent  cost  or 
replacement  value  of  their  physical  as- 
sets, on  the  other.  According  to  Tobin's 
theory,  businesses  tend  to  accelerate 
capital  investment  when  the  Q  ratio 
moves  above  1— that  is,  when  their  stock 
mai-ket  value  exceeds  the  cost  of  replac- 
ing their  physical  assets.  And  Carson's 
calculations,  based  on  current  ecjuity 
prices  and  recent  investment  spending, 
suggest  that  this  ratio  has  finally  edged 
above  1  this  year  for  the  first  time  in 
more  than  two  decades. 

A  high  Q  ratio  tends  to  spur  capital 
spending  because  it  tells  companies  that 
additional  investment  in  new  equipment 
is  likely  to  create  capital  gains  for  their 
shareholders.  By  contrast,  when  the 
stock  market  values  corporations'  phys- 
ical assets  at  less  than  their  replace- 
ment cost,  managements  will  tend  to 
seek  other  uses  for  their  cash. 


Indeed,  Carson  points  out  that  a 
strong  capital-spending  upswing  failed 
to  develop  in  the  ear-ly  1980s  despite  fa- 
vorable tax  laws  precisely  because  the 
mar'ket  value  of  financial  assets  was  at  a 
historical  low  relative  to  real  assets.  So, 
many  companies  either  went  on  acquisi- 
tion l)inges  or  bought  up  their  own 
shares.  "In  other  w'ords,  it  was  cheaper 
to  buy  another  comjiany  than  to  build  or 
expand  one's  own  asset  base." 

Now,  however,  the  pendulum  has 
swung  in  the  other  direction,  and  it's 
cheaper  to  build  than  to  l)uy.  At  the 
same  time,  manufacturing  operating 
rates  are  8  to  10  percentage  points 
above  where  they  were  when  the  past 
two  cyclical  upturns  liegan,  while  the 
average  age  of  the  factory  sector  s  capi- 
tal stock  has  reached  a  40-year  high. 
And  for  the  first  time  in  recent  memoi\y, 
corporations  have  Ijeen  genei'ating  signif- 
icantly more  cash  internally  than  they 
have  been  devoting  to  capital  spending. 

In  sum,  says  Carson,  "the  underpin- 
nings of  a  strong  upswing  in  business  in- 
vestment are  falling  into  place." 


WHY  THE  U.S.  HAS 
'A  lOT  TO  PLAY  FOR' 
IN  EASTERN  EUROPE 


The  U.  S.  and  other  industrial  nations 
should  reap  the  benefits  of  billions 
of  dollars  in  increased  trade  if  former 
Soviet  I3I0C  countries  are  successfully 
trasnsformed  into  market-driven  econo- 
mies. That's  the  conclusion  of  a  recent 
study  by  L.  Alan  Winters  and  Zhen  Kun 
Wang  of  the  University  of  Birmingham. 

Their  econometric  model  depicts  what 
East  l)loc  trade  would  have  looked  like 
in  1985  if  the  nations  had  had  market- 
based  rather  than  centrally  planned 
economies.  It  indicates  that  East  bloc 
trade  with  the  developing  world  would 
not  have  differed  significantly  from  the 
trade  flows  that  actually  took  place  in 
that  year.  But  trade  with  the  industrial 
countries,  particularly  Japan  and  the 
U.  S.,  would  have  been  far  higher. 

Under  the  free-market  scenario,  the 
two  economists  estimate  that  East  bloc 
exports  to  the  U.  S.  would  have  been 
$44  liillion  and  U.  S  exports  to  bloc  na- 
tions would  have  hit  $.50  billion  in  1985— 
compared  to  the  actual  amounts  of  just 
$1.7  l)illion  and  $3.7  billion,  respectively. 
What's  more,  Winters  notes  that  such 
trade  flows  would  enhance  both  sides' 
trade  with  other  nations,  as  well. 

While  transforming  East  bloc  econo- 
mies into  market  systems  "is  clearly  a 
game  worth  playing  on  l)oth  sides,"  says 
Winters,  the  U.  S.  in  particulai-  "has  a  lot 
to  play  for." 


WHAT'S  BEHIND 
A  RASH  OF 

MORTGAGE  BURNINGS? 


While  the  surge  in  mortgage  I'et 
nancings  this  year  has  capture 
headlines,  economist  Michael  Carlinci-  ( 
the  National  Association  of  Home  lUuU 
ers  thinks  another  trend  may  be  e(:|uall 
significant:  a  growing  number  of  pt  iip 
who  have  opted  to  pay  off  their  nioi' 
gages  entirely. 

Census  Bureau  surveys  indicate  th; 
from  1985  to  1989,  some  5%  of  hom< 
owners  each  year  decided  to  pa,\  o 
their  mortgages  so  they  could  own  the 
homes  free  and  clear.  That's  more  tha 
the  number  refinancing  their  mortga^f. 

Carliner  thinks  the  percentage  1 
loans  that  have  been  paid  off  entirel 
has  undoubtedly  risen  significant  !>■  i 
the  past  year.  "With  the  average  mui- 
gage  rate  still  around  10%,"  he  says,  ' 
lot  of  people  with  CDs  that  are  earnin 
under  4%  have  probably  decided  to  li(|u 
date  their  mortgages,  particularly  if  th 
unamortized  amount  is  small."  In  eihi 
words,  someone  paying  9%  or  10%  inte 
est  on  $20,000  in  mortgage  debt  has 
strong  incentive  to  pay  off  the  moi- 
gage  entirely  if  he  or  she  has  got  a  sin 
ilar  amount  in  cash  sitting  around  eaia 
ing  only  4%. 

Because  this  gambit  sops  up  liinii 
assets,  it  may  crimp  immediate  outla> 
on  big-ticket  items.  But  it  will  also  alln' 
households  to  spend  a  lot  more  of  the:, 
incomes  in  the  years  ahead. 


MINORITY  HOUSEHOLDS 
HEAD  FOR  BIG 
GAINS  IN  THE  1990s 


While  total  households  will  gi'ow  b 
12.9%,  or  11.9  million,  from  199 
to  2000,  minority  households  will  grow 
great  deal  faster.  The  Numbers  Neu 
newsletter  reports  that  black  householc 
will  increase  by  20.7%,  five  times  fastt 
than  white  households,  bringing  th 
black  share  of  households  up  to  12%. 

But  the  real  growth  in  the  1990s  is  o 
curring  among  Hispanic  households.  A 
though  they  represented  only  7%  of  a 
households  in  1990,  they  are  expected  t 
increase  by  48%  and  to  account  for  ori 
out  of  four  households  added  during  th 
decade.  Since  Hispanics  live  in  large: 
than-average  families  (3.83  persons  con 
pared  with  3.17  overall),  the  newslette 
points  out  that  each  additional  Hispan: 
family  unit  implies  "significant  consume 
spending." 
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ECONOMIC  TREI 


Introducing  the  first  watch 
you  can  wear  with 
a  wetsuit  and  tie. 


:  America's 


When  a  watch  is  water  resistant  to  150  meters,  and  is  equipped  with  a  split- 
second  chronograph,  rotating  elapsed-tinne  bezel,  countdown  timer  and  a 
stunning,  two-tone  stainless-steel  bracelet,  you  can  do  a  couple  of  things.  CITIZEN 
You  can  take  that  watch  to  town.  Or  hit  the  water  and  take  it  down.  DDfl^  ACTED 

Citizen  is  proud  to  have  been  selected  as  the  official  timer  of  America's  Cup '92.  ■  liUlTlflw  I  Cll 

Available  at 


LIBERTY  HOUSE  BURDINE'S  FOLEY'S 


SIEMENS 


1908.  That  was  then. 


1992.  This  is  now. 


Today  Siemens  builds  almost  everything  for  an  automobile  except  the  automobile  itself.  We 
supply  22  of  the  world's  major  car  makers  with  over  700  systems  and  products,  from  fuel 
injectors  and  microprocessors  to  halogen  headlamps.  Those  products  are  only  some  of  the 
many  precision  technologies  made  by  the  15,000  Siemens  people  working  at  60  U.S.  manu- 
facturing sites.  In  fact,  with  35,000  men  and  women  working  nationwide,  Siemens  remains 
determined  to  continue  as  a  leader  in  the  kind  of  thinking  that  produces  innovative  technology 
for  everyone.  Siemens.  Precision  Thinking. 


For  more  information,  write  for  Siemens  '92.  Box  8003  A-1,  Trenton,  New  Jersey  08650 


Automation        Automotive  Electronics        Electronic  Components        Energy         Information  Systems 
Ligtiting  Systems  Medical  Systems  Power  Generation  Telecommunications  Transportation 


AT  THIS  ANNUAL  INVITATIONAL  SYMPOSIUM, 
THE  REGION'S  LEADING  CHIEF  EXECUTIVES  ARE  CONVENING 
FOR  A  COMMON  PURPOSE: 


TO  RETHINK  THE  FORCES  FUELING  ASIA'S  POWERFUL 
ECONOMIC  ENGINE...AND  TO  DISCOVER  NEW  WAYS  TO  ENHANCE 
Gi-OBAi-  MOMENTUM. 


OfSTINGUISHEO  KEYNOTE  SPEAKERS  INCLUDE: 

CHRIS  PATTEN,  GOVERNOR,  HONG  KONG 
ROBERT  HAWKE,  PRIME  MINISTER,  AUSTRALIA,  1983-1991 
SAMUEL  C.  SHIEH,  GOVERNOR,  THE  CENTRAL  BANK  OF  CHINA,  TAIWAN 
PARK  SEH-JIK,  MEMBER,  NATIONAL  ASSEMBLY,  REPUBLIC  OF  KOREA; 
FORMER  MAYOR,  SEOUL;  PRESIDENT,  1988  SEOUL  OLYMPICS 


PRESENTED  IN  ASSOCIATION  WITH: 

FUJI  XEROX  CO.,  LTD. 
SPRINT  INTERNATIONAL 


DECEMBER  2-4,  1992 

THE  REGENT,  HONG  KONG 


Bi»ines^¥eek 

ATTENDANCE  AT  THE  1992  ASIA  SYMPOSIUM  OF  CHIEF  EXECUTIVES  IS  BY  INVITATION  ONLY. 


FOR;;MORE  information  ABOUT  CORPORATE  SPONSORSHIP, 
M^EASEi^ALL  WILLIAM  H.  DEGRAFF  AT  (212)  512-60I2.  . 


AFTER  THE  FIESTA, 

A  HIGH-TECH  HAVEN— MAYBE 


Fo  the  people  of  Seville,  the  quiet 
that  has  descended  on  the  site  of 
this  year's  world's  fair  is  unnerv- 
ng.  The  six-month-long  fiesta  drew 
nore  than  16  million  visitors  to  the  capi- 
al  of  Andalusia.  But  Expo  '92  ended  on 
)ct.  12,  and  nearly  all  the  20,000  Span- 
ards  who  worked  at  the  fair  are  now 
lut  of  a  job.  Giant  steel  cranes  are  dis- 
nantling  some  of  the  98  pavilions  on  the 
sland  of  Cartuja  in  the  middle  of  the 
kiadalquivir  River.  The  question  on  ev- 
■ryone's  mind:  What  now? 

For  most  of  this  century,  the  rest  of 
Spain  saw  Seville  as  a  picturesque  but 
leepy  backwater.  The  fair  commemorat- 
ed the  500th  anniversary  of  Columbus' 
irst  voyage  and  the  beginning  of  the 
:ity's  long-ago  golden  age.  In  the  16th 
:entury,  Seville  grew  rich  as  the  main 
ink  between  Spain  and  the  Americas, 
)ut  eventually  it  was  eclipsed  by  other 
rading  centers  in  other  countries. 

Expo  '92  was  part  of  a  wider  effort  to 
)ut  Seville  back  on  the  world  map,  giv- 
ng  it  not  only  a  new  image  but  a  new 
nfrastructure.  The  fair  alone  cost  $2.2 
)illion  to  mount.  In  recent  years,  an  ad- 
litional  $8  billion  was  pumped  into  the 
■egion  by  the  so- 
tialist  government 
)f  Prime  Minister 
'""elipe  Gonzalez,  a 
'ormer  Seville  la- 
)or  lawyer.  Gonza- 
ez   has   made  a 
)oint  of  justifying 
he  outlay  as  a 
'rectification  of  an 
listoric  imbalance" 
between  northern 
5pain  and  the  tradi- 
ionally  poor,  rural 
>outh. 

SPRUCED  UP.  "Look 
it    the  building 


to  help  position  Seville  as  a  high-tech 
mecca  for  the  21st  century. 

But  that  future,  Diaz  Pardo  says,  is 
far  from  certain.  "The  economic  situa- 
tion is  bad  now,  and  we  all  want  to  live 
well  and  work  little,"  he  says.  Still,  while 
the  fair's  accounts  are  being  tallied, 
Spanish  officials  and  business  represen- 


PORTUGAl 


MOROCCO 


SPAIN 

SEVILLE 

ALGERIA 


icross  the  street.  It's  just  as  I  remember 
t  50  years  ago,"  says  80-year-old  Jose 
Maria  Diaz  Pardo  as  he  leans  out  of  his 
)aint  store  to  appreciate  one  of  the  hun- 
Ireds  of  facades  that  were  restored  to 
spruce  up  the  city  for  the  fair.  No  ques- 
;ion,  Seville  got  a  first-class  cleanup:  The 
government  spent  huge  sums  to  build 
Spain's  first  high-speed  railway  (linking 
Seville  to  Madrid),  new  highways  that 
crisscross  Andalusia,  several  new 
sridges  spanning  the  Guadalquivir,  and 
i  new  airport.  All  of  this  was  supposed 


tatives  are  stumping 
for  private  investment 
in  what  seems  an  un- 
likely project  for  this  part  of  Spain.  A 
state-run  corporation  called  Cartuja  '93 
is  lining  up  domestic  and  foreign  compa- 
nies to  turn  the  fairgrounds  into  a  high- 
tech research-and-development  center. 

"This  is  the  most  ambitious  develop- 
ment project  in  southern  Europe,"  says 
Damaso  Quintana,  regional  manager  for 
IBM,  which  so  far  is  the  largest  corpo- 
rate supporter  of  the  project.  IBM  plans 
to  turn  its  Expo  '92  pavilion  into  a  Lan- 
guage Technology  Center  and  a  manage- 
ment-training facility.  The  company  in- 


tends to  develop  computer-voice 
technology  in  English,  Spanish,  and 
French.  But  selling  other  multinationals 
on  Cartuja  '93  has  not  been  easy  be- 
cause of  management's  insistence  that 
companies  engage  in  R&D  rather  than 
manufacturing  or  sales.  So,  the  vision  of 
Seville  as  a  kind  of  Andalusian  hacienda 
of  high  tech  is  far  from  being  realized. 

Part  of  the  reason  may  be  that  Seville 
remains  a  rather  laid-back  place.  "We're 
not  in  a  hurry.  An  R&D  project  like  this 
can't  be  filled  in  six  months,"  says  Cris- 
tina  Garcia,  chief  of  staff  of  Cartuja  '93. 
"Silicon  Valley  remained  a  Hewlett- 
Packard  project  for  many  years.  This  is 
medium-  to  long-term."  Cartuja  officials 
now  say  some  50  com- 
panies have  submitted 
70  R&D  projects. 

It's  an  eclectic  list. 
Siemens  will  use  its 
own  Expo  pavilion  for 
a  computer-research 
and  training  center. 
Tecnologica,  a  Madrid- 
based  electronics  mak- 
er, has  signed  up  to  do 
electronics  R&D  in  the 
former  South  Korean 
[javilion.  Spain's 
Health  Ministry  will 
study  health-care  tech- 
nology in  the  Red 
Cross  pavilion.  And  Se- 
ville's provincial  gov- 
ernment will  set  up  a 
new-technologies  train- 
ing center  to  prepare 
Sevillanos  for  jobs  in 
'lie  grand  high-tech 
la  Cartuja  is  sup- 
posed to  usher  in. 
NEW  AGE.  Cartuja's 
boosters  see  their  proj- 
ect as  a  way  to  change 
the  world's  view  of  Se- 
ville— as  well  as  Sevil- 
lanos' view  of  them- 
selves. "The  typical 
Andalusian  gentry, 
with  his  wild  nights 
and  his  estate  run  by  an  administrator, 
is  now  a  thing  of  the  past,"  says  Luis 
Retamero,  chairman  of  Controlban,  a 
Spanish  computer  company  that  bought 
the  Austrian  pavilion.  "I  think  Seville 
has  recovered  its  sense  of  belonging  not 
only  to  Spain,  but  to  the  rest  of  the 
world,"  adds  Elias  Lopez-Soba,  the  rep- 
resentative in  Spain  of  Puerto  Rico, 
whose  government  is  setting  up  an  R&D 
center  at  the  former  Expo  site. 

Even  if  they  have  no  high-tech  aspira- 
tions, most  Sevillanos  agree  that  their 
city  has  changed  for  the  better.  "Before, 
there  used  to  be  huge  traffic  jams,  the 
San  Bernardo  bridge  used  to  back  up  all 
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Can  you  conserve 

17  million  trees  and  still 

make  more  paper? 


7,000  gallons  of  water,  380  gallons  of  oil  and 


Each  ton  of  recycled  paper  conserves  an  esti 


mated  17  trees  in  the  United  States.  As  well  as 


three  cubic  yards  of  landfill  space. 


That  also  represents  more  than  17  million  trees  that  aren't 


needed  each  year  by  Inland  Container  Corporation. 

A  leading  manufacturer  of  100%  recycled  linerboard.  Inland 
recently  commissioned  ABB  Process  Automation  to  deliver  a 
new  control  system  for  its  mill  in  Ontario,  California — without 
interrupting  output. 

ABB's  system  integrates  the  entire  line,  from  pulping  to  fin- 
ished product.  Early  results  show  that  production  rates  are  up 
and  quality  is  higher.  All  while  setting  a  new  standard  for 
environmentally  sound  paper  production. 


needs — needs  for  power  generation  and  delivery,  industrial 
efficiency  and  transportation.  As  a  result,  we  help  customers 
respond  swiftly  to  technological  challenges ...  like  making 
more  paper  from  fewer  trees. 


^s,  you  can. 


ABB  is  committed  to  providing  global  technologies  for  local 
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PRESERVATION 

PLAN  ON  IT 

Planning  on  restoring  a  house,  saving  a 
landmark,  reviving  your  neighborhood? 

No  matter  what  your  plans,  gain  a 
wealth  of  experience  and  help  preserve 
our  historic  and  architectural  heritage. 
Join  the  National  Trust  for  Historic 
Preservation  and  support  preservation 
efforts  in  your  community. 

Make  preservation  a  blueprint  for  the 
future. 


V^rite: 

National  Trust  for  Historic  Preservation 
Department  PA 
1785  Massachusetts  Ave.,  N.W. 
Washington,  D.C.  20036 


the  way,  and  it  was  a  mess  taking  thi 
bus  to  work,"  says  toy-store  sales  clerl 
Lidia  Sanchez.  Now,  she  says,  the  nev 
bridges  have  cut  the  traffic  and  short 
ened  her  commuting  time. 

"This  town  used  to  look  uncared  for,  ; 
■bit  seedy,"  says  Jaime  Conde,  a  Univet 
sity  of  Seville  student.  "The  building 
and  monuments  have  been  cleaned  u] 
now,  and  it  wouldn't  have  happenei 
without  the  Expo."  But  the  end  of  thi 
fiesta  has  its  downside.  "Now  that  it' 
over,  I  doubt  they'll  do  any  more." 
BRAIN  POWER.  Students  at  the  univers 
ty  are  counting  on  the  changes  contini 
ing.  The  university  is  housed  in  the  m£ 
jestic  18th  century  buildings  that  wer 
originally  the  Royal  Tobacco  factory,  th 
setting  for  Bizet's  Carmen. 

Today,  young  men  and  women  hurr 
through  columned  inner  courtyards,  pas 
12-foot-high  doorways  that  still  bea 
signs  reading  "machinist"  and  "wast 
chute."  The  students  are  quick  to  te 
you  that  a  large  portion  of  the  plans  t 
change  Seville — and  in  the  process  pre 
vide  them  with  the  jobs  their  studies  ar 


'We've  tried  to  pattern  this 

on  the  model  of  Boston 
and  other  U.S.  cities,'  says 
the  rector  of  the  university 


preparing  them  for — germinated  hen 
Biologist  Antonio  Medina,  rector  c 
the  university  since  last  June,  is  one  of 
group  of  academics  whose  two-volum 
study  on  how  to  develop  the  region  gc 
the  planners  of  Expo  and  Cartuja  t 
adopt  the  idea  of  town-gown  cooperatio 
in  advanced  technology.  "We've  tried  t 
pattern  this  on  the  model  of  Boston  an 
other  U.  S.  cities,"  Medina  says.  That  i 
the  dream. 

But  Medina  readily  admits  that  th 
reality  is  that  Seville,  even  after  the  fa: 
and  all  the  investments,  is  not  yet  on  th 
map  for  most  big  corporations.  "Obv 
ously,  Seville  is  still  on  the  periphery  i 
Europe,  nearly  in  North  Africa,"  h 
says.  Indeed,  there's  a  certain  skepticisi 
among  Sevillanos.  Jose  Maria  Dia 
Pardo,  the  paint-store  owner,  applaud 
the  improvements  in  his  hometown  bi 
questions  whether  the  multinational 
that  the  planners  hope  to  attract  wi 
really  set  up  shop  here — and  if  they  d 
come,  he  wonders  if  they'll  stay:  "Whj 
if  they  all  decide  to  go  to  Portug; 
instead?" 

GARY  ABRAMSO 
Madrid-based  Abramson  reports  ft 
BUSINESS  WEEK  from  all  over  Spain. 
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MANNESMANN 


My  name  is 

^  ^  Bob. 

My  company's 

^/  name  is 
Mannesmann. 


Mannesmann  is  a  16  billion  dollar  company  with  more 
than  140,000  employees  in  over  150  countries. 
More  than  40,000  employees  are. involved 
in  development  and  production  of  high 
technology  in  the  automotive  technology 
sector  alone  in  the  fields  of  power  train, 
suspension  and  instrumentation:  Sachs 
offers  the  widest  range  of  car,  truck  and 
industrial  clutches  in  the  world  and, 
together  with  BOGE,  is  one  of  the  largest 
manufacturers  of  shock  absorbers;  VDO 
and  Argo  produce  information  systems, 
control  systems  and  sensors  for  the 
automobile  industry. 

But  Mannesmann  also  offers  high  technology 
in  many  other  fields:  e.g.  in  machine  and 
plant  construction,  as  the  world's  market 
leader  in  metallurgical  plant  and  equipment, 
materials  handling  and  industrial  hydraulics, 
as  well  as  in  drive  engineering,  measuring 
and  process  engineering,  printers  and  steel 
tubes  to  name  just  a  few  major  areas. 


For  free  full-color  brochure 
"Mannesmann  in  the  U.S.A.", 
call1-800.356-9235 
outside  tfie  New  York  area. 
In  New  York  dial 
(212)  826  0040 


MANNESMANN 


In  the  U.S.A.  Mannesmann  has  18  pro- 
duction and  assembly  plants,  with  its 
own  research  and  development  and 
over  50  sales  offices  -  wherever 
we  are  needed  in  the  States. 
We  have  just  inaugurated  the 
most  modern  McPherson  strut 
manufacturing  plant  in  North 
America  at  Florence,  Kentucky. 
Demag  lattice  boom  cranes 
load  the  Space  Shuttle  after  a 
successful  mission.  Components 
and  systems  from  Mannesmann 
are  helping  to  improve  the 
productivity  and  competitiveness 
of  American  companies. 


mannesmann  technology 


Robert  T.  Chrysler 
President 
Sachs  Autoinotive 
of  America 


Mannesmann  Capital  Corporation 

450  Park  Avenue 

New  York,  NewyofklO022 

Phone  (212)826-0040 


Mannesmann  Demag  Corporation,  Cleveland  OH 
Solon  OH,  Grand  RapidsMI 
Bensenville  IL,  ParsippanyNJ 
Pittsburgh  PA.  TorringlonCT 


The  Rexroth  Corporation,  Bethlehem  PA 

Wooslef  OH,  Wood  Dale  IL, 

Charlotte  NC,  Lexington  KY 

Krauss-Matlei  Corporation,  Florence  KY 

Kinetics  Technology  International  (KTI),  San  Dimas  OA 


VOO  Yaiaki  Corporation,  Winchester  VA 

Fichtel  &  Sachs  Industries,  Inc.,  Sachs  Automotive  Corporation, 

Troy  Ml,  Florence  KY,  Westlake  OH,  Colmar  PA,  Yorba  Linda  CA 

Boge  Automotive,  Atlanta  GA 

Argo  Instruments,  Inc.,  Winchesler  VA 


Applied  Automation,  Bartlesville  OK 
Sensycon  Corporation,  Winchester  VA 
Mannesmann  Tally  Corporation,  Kent  WA 
Mannesmann  Oilfield  lobulars  Corporation,  Houston  TX 
Mannesmann  Pipe  &  Steel  Corporation,  Houston  TX 


AMOCO  IS  GIVING  AN  OLD 


Start  with  the  old  idea  of  a  slide.  Give  it  a  few  twists  and  turns.  Now  add  water. 
What  you  end  up  with  is  one  of  the  fastest  growing  recreational  industries  in 
Mr  m     m    m  KtP^m  M  #         M  the  world.  To  meet  consumer 

tDEA  A  /UEiV  TW/ST  demands  manufacturers 
every  year  are  making  larger  and  wilder  slides.  This  creates  some  difficult 
challenges,  as  constant  exposure  to  water,  chemicals,  UV  degradation 
and  friction  all  take  their  toll.  That's  why  Whitewater,  a  major 

manufacturer  of  waterslides,  began  using  isopolyester  resin, 
plastic  based  on  isophthalic  acid  supplied  by  Amoco 
Chemical  Company.  They've  found  it  helped  their 
slides  to  be  extremely  durable,  resisting  danger- 
ous blistering  and  laminate  deterioration. 
Every  year,  Amoco  Chemical 
produces  more  than  $4  billion  of  quality 
petrochemical-based  products  for 
customers  in  such  varied  fields  as  packaging, 
electronics,  sporting  goods  and  high- 
tech. And  our  goal  is  always  the  same: 
customer  satisfaction. 

For  more  information  on 
how  we've  helped  other 
companies  produce 
refreshing  new  products,  write 
Amoco  Chemical  Company, 
MC41 06,  Department  M509, 200 
East  Randolph  Dr.,  Chicago,  IL60601-7125. 
Or  call  1  -800-621  -0626,  extension  509. 


Amoco  Chemical  Company 
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Complete  Solutions 
For  The  Technical  Desktop 


IfiMf*  Map  eloMlfUatlon 
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Our  solutions  support  architecture  and  constiiiction  •  plant  design  •  mapping  sciences  •  electronic  and  mechanical  design,  engineering 
:ind  m;uiufacturing  •  utilities  planning  and  mapping  •  electronic  publishing  •  infonnation  management  •  and  visualization  •  Wf 
also  provide  the  industiy's  most  comprehensive  general -puipose  graphics  package,  MicroStation  •  Our  standards-based  oper 
systems  and  connectivity  allow  integration  of  our  solutions  with  those  of  o'her  vendors  •  Our  range  of  platforms,  extending 
from  the  if  w  end  to  the  high  end,  provides  cost-efhcient,  superior  peifonnance  •  Our  integrated  j 
application  W(/  kflow  promotes  greater  productivity  •  I'or  more  information,  call  (S00-826-3S1S.    soiuiionsfor  the  ledmiad Desktof. 
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BY  JAMES  C.  COOPER  AND  KATHLEENI  MADIGAN 


CONSUMERS  ARE  MORE  BULLISH, 
BUT  WILL  THEY  SPEND  MORE? 


H 


CONPIDENCE  PERKS 
UP— YET  AGAIN 
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ere  we  go  again.  For  the  third  time  in  two  years, 
households  are  feeling  better.  The  question  is: 
Does  it  matter?  After  all,  consumers  can't  spend 
confidence.  They  need  cash. 

Indeed,  the  yo-yo  behavior  of  household  attitudes  has 
been  a  hallmark  of  this  business  cycle.  Confidence  plunged 
as  the  recession  began  in  1990.  It  surged  when  the  gulf 
war  ended  in  early  1991,  only  to  double-dip  later  in  the 
year  as  the  recovery  petered  out.  It  jumped  again  when 
the  economy  strengthened  earlier  this  year,  and  then 
triple-dipped  this  summer  when  growth  was  too  slow  to 
prevent  the  jobless  rate  from  rising. 

Through  it  all,  the  growth  in 
consumer  spending  has  l)een 
equally  erratic  and  far  l:)elow  the 
pace  necessary  to  lead  a  typical 
recovery.  That's  because  two  cru- 
cial determinants  of  spending— 
jobs  and  incomes— are  also  the 
most  important  factors  in  consu- 
mer confidence.  And  until  those 
two  speed  up,  not  even  cheerier 
consumers  will  be  able  to  shift 
activity  in  manufacturing  and 
Homebuilding  into  a  higher  gear. 

Consumer  confidence  rebounded  in  November.  The  Con- 
ference Board's  index  rose  11  points,  to  65.5,  following  fom- 
straight  declines  (chart).  However,  the  board  cautioned 
that  consumer  spirits  are  "still  at  a  level  which  is  histori- 
cally associated  with  a  lackluster  economy." 

Moreover,  the  increased  optimism  might  reflect  wishful 
thinking  more  than  hard  economic  reality.  That's  because 
nearly  all  of  the  November  bounce  stemmed  fi'om  a  surge 
in  expectations  for  the  economy's  future,  while  consumers' 
assessment  of  their  present  situations  rose  only  modestly. 
That  result  appears  to  be  a  vote  of  confidence  for  Presi- 
dent-elect Clinton  more  than  any  real  improvement  in 
consumers'  economic  lot. 

PUTTING  The  failure  of  payrolls  and  take-home  pay 
A  DATE  to  grow  has  rattled  more  than  just  consu- 

ON  THE  mers.  It  also  has  been  the  chief  reason 
RECESSION  ^i-^y  ^i^Q  Business  Cycle  Dating  Committee 
of  the  National  Bureau  of  Economic  Research  has  been  un- 
usually slow  to  sit  down  and  decide  on  an  official  ending 
date  for  the  recession  that  began  in  July,  1990. 

The  committee  appears  to  be  leaning  toward  a  spring, 
1991,  date  for  the  recovery's  start.  But  the  memljers  will 
be  hesitant  to  put  that  in  vvi'iting  until  each  of  the  four  so- 


called  coincident  indicators  regains  its  pre-recession  level. 
So  far,  two  of  the  four— industrial  production  and  real 
business  sales— are  within  striking  distance.  But  nonfarm 
payrolls  and  real  income  less  transfer  payments  have 
barely  grown  since  hitting  bottom  IV:  years  ago. 

In  addition,  the  spring,  1991,  date  would  conflict  with 
the  government's  composite  index  of  these  four  indicators. 
This  index  tracks  the  economy's  current  path,  and  as  of 
September,  it  was  still  falling. 

However,  analysts  close  to  the  committee  say  that  the 
coincident  index  may  ultimately  be  revised  up,  because  a 
statistical  process  called  trend  adjustment  is  exaggerating 
its  downward  tilt.  So  in  the  end  it  may  well  turn  out  that 
the  economy  has  been  in  an  official  recovery  for  about  a 
year  and  a  half  now. 

HOUSING'S  Given  the  way  consumer  confidence  has 
OUTLOOK:  waffled  during  that  period,  many  house- 
6000,  BUT  holds  are  likely  to  dispute  that  finding. 
NOT  GREAT  y^j^d  manufacturers  and  homel)uilders 
might  disagree  as  well. 

Factory  orders  for  duraljle  goods  did  post  a  healthy 
gain  in  October,  rising  3.9%  (chart).  That  was  the  largest 
jump  in  more  than  a  year,  l)ut  it  was  not  broad.  Bookings 
in  the  transportation  sector  soared  by  20%.  Without  that 
gain,  orders  would  have  fallen.  In  addition,  unfilled  orders 
edged  lower  for  the  14th  consecutive  month. 

Further  growth  in  new  orders 
would  signal  that  manufacturing 
finally  may  be  gathering  some 
momentum,  but  that  will  depend 
largely  on  how  much  those 
brighter  consumer  spirits  lift 
spending. 

Builders  also  are  hoiiing  that 
consumers  will  be  more  inclined 
to  buy  a  new  home.  However, 
housing's  lackluster  prospects 
may  lead  to  disappointment. 
Ti'ue,  homebuilding  is  recovering.  But  housing  starts  are 
unlikely  to  top  1.3  million  for  any  sustained  period  in 
1993.  Slow  income  growth  and  a  scarcity  of  buildable 
land  cloud  the  near-term  outlook. 

For  the  rest  of  the  decade,  starts  should  hover  near  a 
1.4  million  annual  rate.  That's  down  considerably  from 
their  1.7  million  showing  during  the  1970s  and  most  of  the 
1980s.  Demographics  and  the  apartment  glut  will  weigh 
down  homebuilding  for  years  to  come. 

In  October,  housing  starts  slipped  1.1%,  to  an  annual 
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UP  IN  OCTOBER 
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HOUSING  ACTIVITY 
MUDDLES  ALONG 


rate  of  1.23  million,  l)ut  all  the  damage  was  done  in  the 
overbuilt  apartment  sector.  Multi-unit  (.-(instruction  plunj<ed 
14.1%  in  Octol)er.  Single-family  starts— a  better  indicator  of 
what's  really  happening  in  the  housing  market— edged 
up  by  0.7%,  to  a  1.1  million  rate  (chart). 

Perversely,  housing  may  be  getting  a  small  lift  from  the 
recent  uj^tick  in  mortgage  rates.  Consumers  are  prob- 
ably rushing  to  buy  now  before  rates  rise  even  further. 
Mortgage  api)lications  to  buy  a  home  remained  high  in 
early  Noveml)er,  while  the  rate  on  a  3()-year  mortgage  hit 
8.54%.  The  i-ate  had  fallen  l)elow  8%  in  September. 

Even  with  low  mortgage 
rates,  though,  affordability  re- 
mains a  problem  for  some  fami- 
lies. The  National  Association  of 
Realtors  calculates  that  housing 
affordal)ility  for  all  U.  S.  house- 
holds is  at  its  highest  level  in 
15  years,  but  first-time  home 
buyers  are  still  struggling.  The 
NAR  reports  that  in  the  third 
cpiarter,  the  average  first-time 
ljuyer  earned  only  83.4%  of  the 
income  needed  to  purchase  a  cheaper  starter  home. 

Although  this  rate  is  10  percentage  points  higher  than 
a  year  ago,  the  income  disparity  is  a  major  reason  why 
demand  for  new  housing  is  not  increasing  very  rapidly. 
The  prol)lem:  .Jol)S  and  incomes  aren't  growing  fast 
enough  to  outpace  even  the  meager  rise  in  home  prices. 
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FEWER 
HOMES 
FOR  BABY 
BUSTERS 


In  addition,  builders  are  finding  that  land 
I'eady  for  construction  is  harder  to  come 
l)y.  The  U.  S.  Housing  Markets  newsletter 
rejjorts  that  over  the  past  two  years,  de- 
velopers could  not  get  bank  loans  to  add  sewers  or  roads 
to  existing  lots.  So  a  scarcity  of  buildable  land  could  put 
anothei'  ci'imp  into  starts  in  1993. 

Looking  longei'-term,  the  housing  industry  will  l)e  re- 


strained by  the  smaller  number  of  households  beir 
formed  in  this  decade.  After  baby  boomers  formed  ne\ 
households  at  a  torrid  pace  of  1.7  million  a  year  in  thj 
1970s  and  1.3  million  in  the  1980s,  the  baby  bust  gener; 
tion  will  head  out  on  its  own  at  an  annual  rate  of  just  I 
million  in  the  199ds  (chart).  This  low  number  of  ne\] 
households  means  that  fewer  new  homes  will  be  needecj 

Also,  the  overhang  of  apartments  built  in  the  1980] 
cuts  the  need  for  new  multi-unit  construction.  Already  ii 
the  1990s,  housing  projects  of  five  units  or  more  are  beinj 
constructed  at  an  annual  rate  of  183,000,  down  sharplj 
from  their  yearly  clip  of  440,000  in  the  late  1980s.  1 

The  steady  decline  in  apartment  construction  suggest] 
that  the  building  industry,  like  many  other  sectors,  i 
plagued  by  overcapacity.  That  means  even  more  layoff 
to  come  in  the  construction  industry,  which  has  alread 
lost  600,000  jobs  in  the  past  three  years. 

Of  course,  Ixiilders  aren't  the 
only  ones  who  have  a  stake  in 
the  outlook  for  housing.  The 
housing  industry  also  influences 
demand  for  Ijig-ticket  consumer 
items  such  as  furniture,  carpet- 
ing, and  appliances.  So  the  in- 
creases in  single-family  starts 
and  mortgage  applications  sug- 
gest a  rise  in  purchases  of 
home  goods  this  quarter. 

In  addition,  the  positive  mood 
swing  among  consumers  adds  support  to  analysts'  in 
proved  outlook  for  holiday  shopping.  The  Conferenc 
Board  says  average  household  spending  for  Christma 
gifts  is  expected  to  be  6.5%  higher  than  a  year  ago.  Als( 
the  Johnson  Redbook  Service  has  upped  its  expeclc 
gain  in  holiday  sales  from  6%  to  the  8%-to-9%  range. 

Keeji  in  mind,  however,  that  consumers  outspent  the 
incomes  in  the  third  ([uarter.  If  they  do  that  again  thi 
(luarter,  early  1993  could  be  a  real  bust. 
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THE  WEiK  AHEAD 


LEADING  INDICATORS 


Tncsdai/,  Dec.  1,  8:S0  u.dl 
The  government's  composite  index  of 
leadiiig  indicators  pi'obably  rose  by  0.3% 
in  Octoiier,  say  economists  polled  by 
McGraw-Hill  Inc.'s  MMs  International.  In 
both  August  and  September,  the  leading 
indicators  fell  0.3%.  Fewer  new  jobless 
claims  and  a  longer  factory  workweek 
may  linve  turned  the  tide  in  Octoiier. 


NAPM  SURVEY 


Tuesdiuj.  Iirr.  1,  10  a.m. 
The  National  Association  of  Purchasing 
Management's  index  of  business  activity 
prol)ably  increased  to  52%  in  Novem- 
ber, from  .50.6%  in  October.  The  expect- 
ed rise  would  indicate  that  the  indus- 


trial sector  is  expanding  once  again,  af- 
ter jiroblems  in  the  early  fall. 

CONSTRUCTION  SPENDING  

Tuesflaij,  Dec.  1,  ID  a.m. 
Building  outlays  likely  rose  by  0.5%  in 
Octol)er,  on  top  of  a  1.3%  gain  in  S(.'p- 
tember.  PTii)lic-works  spending  probably 
led  the  (.k'lober  increase. 

NEW  SINGLE-FAMILY  HOME  SALES 

Wediiesdai/,  Dec.  2,  10  a.m. 
New  homes  sold  at  an  annual  rate  of 
H22,()0()  in  October,  forecast  the  MMs 
economists.  In  Septeinber,  617,000  homes 
wei-e  sold.  A  small  gain  in  single-family 
housing  starts  suggests  that  builders 
sold  off  some  of  theii-  inventoi'y  of  new 
homes  in  October. 


FACTORY  INVENTORIES 


Tliursdai/,  Dec.  3,  10  a.m. 
Manufactiu'ing  inventories  likely  gre 
a  small  0.1%  in  October,  after  fallir 
0.3%  in  Sei)tembei\  That's  suggested  I 
a  picku])  in  factory  output  in  the  mont 


EMPLOYMENT 


Friday,  Dec.  4,  H:30  a.m. 
The  MMS  economists  expect  that  noi 
fai'm  payrolls  increased  by  an  unimpre 
sive  55,000  jolis  in  November.  Emplo; 
ment  increased  27,000  in  October  bi 
dropped  by  a  total  of  181,000  in  the  pr 
ceding  two  months.  Even  the  most  opt 
mistic  forecast  expects  a  gain  of  ju: 
150,000.  The  unemployment  rate  is  pr 
jected  to  stay  at  7.4%  in  November. 
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ROBERT  Sloan 
Owner 


(4  151  555-7523 


54  Mission  Street 
San  Francisco,  California  94  103 


Hi  Neil.  1  called  you  last  week  and  they  said  you  were  in  Princeton.  Does  your  daughter  go  to  school  there? 


Merrill  Lynch 


"No,  she  doesn't.  I  do." 


Nell  Gallagher  Prlvale  Client  Group 

Financial  Consultant 

101  Calitornia  Street 

San  Francisco,  California  H4I  U 

1-800.637-7455 


While  our  newly  hired 
Financial  Consultants  undergo 
a  two-year  training  program, 
including  classes  at  our  training  center 
in  Princeton,  NJ,  our  senior  people 

beneht  too  Every  single 
Merrill  Lynch  Financial  Consultant 
receives  ongoing  training.  It  never  ends. 
Can  your  brokerage  firm  say  that? 


Merrill  Lynch 

A  tradition  of  trust. 
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WESTINGHOUSE: 
MORE  PAIN  AHEAD 

AFTER  A  HUGE  ASSET  SALE,  WILL  PAUL  LEGO  BE  ABLE  TO  TURN  THINGS  AROUND? 


Through  the  Pennsylvania  autumn, 
Westinghouse  Electric  Corp.  stock 
seemed  to  glide  downward  with 
the  falling  leaves.  As  it  dropped,  the 
pressure  grew  on  Paul  E.  Lego  to  act. 
The  Westinghouse  chairman  needed  bil- 
lions to  keep  the  Pittsburgh  giant  afloat. 
But  tapping  the  stock  or  bond  market 
was  out  of  the  question:  The  company's 
bad  credit  ratings  and  festering  financial 
portfolio  scared  away  underwriters. 
Lego  had  drawn  down  the  company's  $6 
billion  line  of  bank  credit  almost  to  the 
limit.  Angry  investors  aired  savage  cri- 
tiques in  the  press.  By  mid-November, 
the  pressure  was  evident.  In  at  least  one 
meeting  with  investors.  Lego  was  nearly 
in  tears.  "He  got  very  emotional,"  says 
someone  who  was  there. 

Not  long  after,  Lego  finally  made  his 
move.  On  Nov.  21,  he  summoned  the 
board  to  an  emergency  meeting  in 
Washington.  There,  he  pushed  directors 
to  approve  the  sale  of  a  slew  of  company 
assets — everything  from  its  gruesome 
real  estate  portfolio  to  the  venerable 
Westinghouse  Electric  Supply  Co.,  the 
last  link  to  the  refrigerators  and  ranges 
that  made  Westinghouse  a  household 
name.  Recognizing  that  the  sales 
wouldn't  come  at  a  profit,  Lego  called 
for  a  painful  $L13  billion  aftertax 
charge  against  fourth-quarter  earnings. 
Meanwhile,  to  satisfy  the  clamor  for 
management  changes,  three  top  execu- 
tives walked  out  the  door.  Then,  on  Nov. 
23,  he  announced  to  a  roomful  of  stock 
analysts  gathered  at  New  York's  Plaza 
Hotel  that  Westinghouse  was  back  on 
track. 

BUYING  TIME.  Not  for  long.  Although  his 
company's  battered  stock  climbed  back 
into  double  figures  on  Nov.  23,  rising 
2%,  to  12 '/s,  it  gave  up  IVh  of  that  gain 
the  following  day  as  investors  digested 
the  import  of  the  restructuring — and  a 
44'';  dividend  cut.  As  the  stock  action 
suggests.  Lego  needs  much  more  than 
one  dose  of  pain  and  downsizing  to  turn 
Westinghouse  around.  He  must  make 
the  hidebound  conglomerate  not  only 


smaller,  but  more  nimble,  turning  a  bu- 
reaucracy that  has  been  likened  to  the 
Soviet  Politburo  into  a  hotbed  of  entre- 
preneurs. With  his  latest  moves,  says 
Ralph  V.  Whitworth,  president  of  United 
Shareholders  Assn.,  Lego  and  his  team 
have  only  "bought  themselves  some 
time." 

They're  paying  dearly  for  the  respite. 


Two  daunting 
challenges:  Raising 
enough  money  to 
pull  the  company 
back  from  the  brink 
and  refashioning  it 
into  a  lean  global 
competitor 


Unloading  the  units  now  on  the  block 
would  shrink  the  company  by  a  third, 
from  last  year's  $12.8  billion  in  sales  to 
$8.6  billion.  But  selling  in  today's  flaccid 
markets  is  easier  said  than  done.  In  fact, 
many  of  the  assets  have  been  on  sale  for 
months,  even  years.  Westinghouse  was 
shopping  its  sick  financial  services  arm, 
Westinghouse  Credit  Corp.,  to  General 
Electric  Capital  Corp.  a  year  ago.  And 
Westinghouse  Supply  has  been  carrying 
a  discreet  For  Sale  sign  since  the  late 
1980s.  By  speeding  up  the  selling.  Lego 
is  effectively  lowering  the  prices.  More 
may  be  on  the  block  soon.  "The  less  he 
gets  for  the  [Westinghouse  Credit]  port- 
folio, the  more  of  the  company  he  has  to 
sell,"  warns  one  analyst. 

The  current  round  of  divestitures  was 
clearly  a  wrenching  decision  for  Lego. 
Until  recently,  he  stoutly  denied  that  the 
problems  at  Westinghouse  Credit  imper- 
iled his  diversification  strategy.  He  at- 
tributed the  crashing  noises  coming 
from  Westinghouse  Credit  to  regional 


soft  spots  in  the  economy.  Quarter  bj 
quarter,  he  took  charges  against  Cred 
it's  losses,  claiming  that  each  one  woul( 
be  the  last.  "This  is  a  company  that  has 
been  dribbling  out  the  bad  news,  making 
a  practice  out  of  rationalizing  reality,' 
says  Joseph  A.  Grundfest,  a  former  SE( 
commissioner  now  at  Stanford  Universi 
ty  Law  School. 
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Retired  Westinghouse  executives 
grouse  about  Lego's  mismanagement 
and  blame  him  for  their  withering  pen- 
sion portfoHos.  But  in  fact,  the  seeds  of 
the  decline  were  sown  a  decade  ago,  un- 
der the  leadership  of  Douglas  D.  Dan- 
forth.  As  Westinghouse  watched  its 
Pittsburgh  neighbor,  Gulf  Oil  Corp.,  fall 
prey  to  raiders  in  1984,  they  moved  to 
defend  themselves  with  high  earnings 
and  revalued  stock.  Fueling  this  growth 
was  Westinghouse  Credit,  which  grew 
unchecked  through  the  1980s. 
CRUNCH  TIME.  Like  a  fast-buck  savings 
and  loan,  Westinghouse  Credit  em- 
barked on  a  footloose  lending  spree,  be- 
coming a  lender  of  last  resort.  "We  were 
approving  loans  at  110%'  of  value,"  says 
one  former  employee.  "It  was  crazy." 
When  the  portfolio  began  to 
plummet  in  1990,  Lego's 
response  was  to 


'""">o^'^ 


deny  the  depth  of  the  problems.  An  engi- 
neer who  prides  himself  on  his  mastery 
of  numbers.  Lego  monitored  the  bad 
news  from  a  computer  in  his  executive 
office.  Isolating  himself  with  only  a  cou- 
ple of  intimate  advisers,  the  Westing- 
house chairman  decided  to  tough  it  out, 
throwing  lifelines  from  the  parent  com- 
pany to  Westinghouse  Credit. 

The  generosity  to  the  financial  unit 
drew  the  parent  company  into  its  mo- 
rass. By  last  summer,  Westinghouse 
was  facing  a  liquidity  crunch.  Credit 
agencies  downgraded  its  debt,  blocking 
it  from  commercial  paper  markets.  Wes- 
tinghouse's  efforts  to  issue  stock  met 
with  derision  on  Wall  Street.  With  no 
other  alternatives,  Lego  had  to  turn  to 
the  banks,  which  had  extended  a  $6  bil- 
lion revolving  line  of  credit  last  Decem- 
ber. By  Nov.  3,  the  credit  line  was  down 
to  its  last  $500  million,  with  hun- 


dreds of  millions  in  debt  coming  due. 

Suddenly,  Lego  was  feeling  the 
squeeze  from  both  shareholders  and 
banks.  Since  last  winter,  when  Westing- 
house awarded  fat  stock-option  pack- 
ages to  top  executives,  shareholders  had 
been  loaded  for  bear.  By  summer,  many 
were  already  drafting  resolutions  for  the 
April,  1993,  annual  meeting.  Then  came 
October's  board  coup  at  General  Motors 
Corp.  The  shareholder  groups  had  more 
time  to  zero  in  on  Westinghouse. 
.  By  the  fall,  their  dissatisfaction  had 
grown  so  vocal  that  Lego  was  spending 
much  of  his  time  flying  around  the  coun- 
try to  meet  with  institutional  investors. 
In  late  October,  at  a  business  conference 
in  Texas,  Lego  found  himself  seated 
next  to  Dale  M.  Hanson,  chief  executive 
of  the  California  Public  Employees  Re- 
tirement System  (CalPER.S).  Hanson  took 
the  opportunity  to  press  Lego  for 
change.  Lego  outlined  a  reform  plan 
that  he  expanded  upon  later  at  a  Nov.  9 
meeting  with  CalPERS  officials.  But  par- 
ticipants complained  that  while  he 
defended  Westinghouse's  diver- 
sification, his  presentation 
was  short  on  strategy. 
In  his  meetings.  Lego  was 
promising  action  by  yearend. 
Investors  called  for  it  sooner, 
and  they  raised  questions  about 
the  quality  of  Westinghouse's 
docile  board.  Lego  defended  it. 
"We  have  Frank  Carlucci,"  he  said, 
referring  to  the  former  Defense  Sec- 
retary. "Yes,  but  he's  on  10  boards," 
one  shareholder  retorted,  implying 
that  the  capable  Carlucci  was  spreading 
himself  thin.  The  meeting  went  downhill 
from  there,  recalls  one  shareholder.  Fi- 
nally, Lego  let  his  emotions  show,  grow- 
ing teary  defending  his  company. 
WOOING  BANKERS.  The  Stockholders 
went  away  from  the  meetings  more  con- 
vinced than  ever  about  the  need  for 
shareholder  resolutions  in  the  spring — 
and  eager  to  force  Lego's  hand  before 
then.  They  told  Lego  they  wanted  to 
meet  some  of  the  company's  outside 
directors. 

Lego  was  more  concerned  about  mon- 
ey— he  needed  billions,  fast.  Without  a 
quick  cash  infusion,  he  ran  the  risk  of 
overstepping  the  tough  covenants — con- 
trolling net  worth  and  leverage  ratio — 
established  in  the  $6  billion  credit  line. 
Breach  of  the  covenants  would  effective- 
ly turn  over  control  of  the  company  to 
the  banks. 

With  his  fate  tied  to  the  banks,  Lego 
turned  to  them  for  help.  He  put  out 
feelers,  says  a  source  close  to  the  banks, 
asking  if  they  could  spring  for  another 
$2  billion  or  $3  billion.  The  49  banks,  led 
by  Chemical  Banking  Corp.,  turned  him 
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down.  Westinghouse  then  invited  bank- 
ers to  a  Pittsburgh  meeting. 

Early  on  Nov.  16,  Westinghouse  fi- 
nance officials  gathered  for  the  meeting. 
By  midmorning,  bankers  from  Deutsche 
Bank,  Chemical,  Banque  Paribas,  Bar- 
clays, and  dozens  more  descended  on  the 
elegant  William  Penn  Hotel  in  down- 
tovi'n  Pittsburgh.  Security  was  tight. 
Lego  was  nowhere  to  be  seen.  The  Wes- 
tinghouse executives  were  equipped 
with  a  paper  outlining  the  talking  points 
for  one-on-one  encounters  with  the  bank- 
ers. But  at  the  bottom  of  the  memo  was 


he  would  have  to  take.  Only  then  would 
he  know  how  much  he  would  have  to  sell 
to  cover  the  losses. 

Lego  looked  to  the  December  meeting 
to  push  through  his  new  program.  But 
the  market  continued  to  pound  on  Wes- 
tinghouse, driving  it  to  single  digits  on 
Nov.  20.  Lego  called  an  emergency 
board  meeting  in  Washington. 

The  board  lived  up  to  its  reputation 
for  passivity.  Following  Lego's  cue,  the 
directors  accepted  the  proposed  changes 
with  little  argument  or  discussion,  says 
a  company  insider.  Along  with  the 


PAUl  UGO'S  LEFTOVERS 


1991  soles         1992  sales 


ELECTRONIC  SYSTEMS  $3,250 

Radar,  traffic  control, 
e  security  s/stems 


$2,900 


ER  SYSTEMS 

:lear-  and  fossil-fuel- 
powered  generators 


IRONMENT 

ardous  waste  disposal 


lADCAST 

<  and  1 6  radio  stations 


RM0KIN6 

ibile  refrigeration  units 


2,650  2,880 


1,190  1,220 


a  directive  urging  them  to  steer  "tough 
questions"  to  the  members  of  the 
banking  committee  who  weren't  at  the 
gathering. 

Westinghouse  officials  assured  the 
bankers  that  decisive  action  would  be 
coming  at  the  Dec.  2  board  meeting.  The 
sale  of  Westinghouse  Credit  assets 
would  be  speeded  up.  The  dividend 
might  be  cut  or  eliminated.  They  pointed 
to  continued  profits  at  the  company's 
core  businesses  of  electric  generation 
and  electronic  instruments.  They  out- 
lined a  worst-case  cash-flow  scenario, 
one  which  showed  them  keeping  their 
nose  above  the  limits  of  the  covenants. 
The  mood,  says  one  banker  at  the  talks, 
"was  upbeat." 

IN  SUSPENSE.  Cheering  the  bankers  was 
news  that  Westinghouse  had  hired  a 
host  (if  investment  banks  to  study  the 
rapid  sale  and  liquidation  of  Westing- 
house Credit's  holdings.  Lehman  Broth- 
ers, Babcock  &  Brown,  and  Goldman 
Sachs  were  all  busy  crunching  valua- 
tions of  the  $9  billion  portfolio,  chock- 
full  of  deserted  hotels  and  defaulted 
lous.  They  would  tell  Lego  how  big  a  hit 


moves  to  sell  big  chunks  of  the  compa- 
ny, they  accepted  the  resignations  of 
three  senior  executives.  On  Nov.  23,  the 
company  announced  the  departures  as 
part  of  a  big  management  reorganiza- 
tion. But  in  fact,  says  a  source  in  the 
company,  the  three  who  left — Chief 
Council  Robert  F.  Pugliese  and  Execu- 
tive Vice-Presidents  Theodore  Stearn 
and  George  C.  Dorman — all  wanted  out. 
That  leaves  Lego,  who  leans  heavily  on 
Executive  Vice-President  Anthony  Mas- 
saro  and  his  wife,  Eileen,  a  vice-presi- 
dent, with  his  core  team  intact. 

For  now.  Lego  has  forestalled  his  own 
ouster.  But  he's  still  in  a  tight  spot.  His 
plan  hinges  upon  raising  37$  on  the  dol- 
lar for  the  real  estate  portfolio,  with  its 


'We  were  approving  loans  at 
110%  of  value,'  says  one 

former  Credit  Corp. 
employee.  *It  was  crazy' 


$2.3  billion  in  underperforming  loans 
That's  more  than  many  analysts  thinl 
he'll  get.  He's  in  a  hurry,  and  prospec 
five  buyers  know  it.  Worse,  he's  compel 
ing  with  the  Resolution  Trust  Corp.'; 
massive  S&L  sell-off.  And  even  if  Li 
.raises  enough  money  through  as-;c 
sales  to  pull  Westinghouse  back  fn.n 
the  brink — and  even  optimists  predict  ; 
close  call — he  must  refashion  what's 
left  of  the  company  into  a  lean  globa' 
competitor. 

That  description  doesn't  fit  now.  Frus 
trated  employees  describe  endles: 
streams  of  meeting: 
with  outside  consul 
tants,  whose  ad\  ir( 
is  rarely  heedi.-d 
"It's  what  I  imagmi 
business  was  like  ii 
the  '503,  sluggisl 
and  slow,"  says  ; 
former  executive  o 
Westinghouse's  fur 
niture  group,  Knol 
International  Inc. 

Even  with  niniM) 
globalists  at  thi< 
helm,  Westinghoiisi 
core  businesse; 
hardly  seem  de 
signed  to  thrive  ii 
the  marketplace  o 
the  1990s.  At  tii. 
heart  of  the  com  pa 
ny  is  nuclear  energy 
Public  support  of  thi 
U.  S.  atomic  powe 
industry  has  beet 
slipping  steadib 
since  the  1970s.  The  electronics  unit,  an 
chored  in  the  Pentagon,  faces  a  decadi 
of  shrinking  contracts.  No  wonder  \\'e.-- 
tinghouse  officials  so  often  sing  tli^ 
praises  of  Thermo  King  Corp.,  the  com 
pany's  profitable  refrigerated  truck  unit 
For  now.  Lego  has  little  time  to  spen( 
on  the  core  businesses.  He'll  be  too  bus 
disentangling  the  parent  company  frun 
We.stinghouse  Credit.  If  he  comes  uj 
short,  he  told  analysts  in  New  York,  h 
iTiay  have  to  spin  off  the  company's  trea 
sured  TV  and  radio  stations. 

Assuming  he  gets  through  the  nex 
six  months.  Lego  faces  what  is  sure  t' 
be  a  contentious  annual  meeting  in  th 
spring.  Shareholders  will  insist  on  n 
forms.  For  one,  they  want  a  nominatm; 
committee  to  find  new,  more  active  d 
rectors.  And  they'll  push  to  separate  tli 
chairman  from  the  chief  executive  pnst 
taking  away  half  of  Lego's  job.  Tha 
means  that  if  Lego's  going  to  reniak 
Westinghouse,  chances  are  he  won't  1. 
doing  it  alone. 

By  Stephen  Baker  in  Pittsburgh,  wit 
Michael  Schroeder  in  Washington  an 
Judith  H.  Dobrzynski  in  New  York 
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NOW,  MARTIN  MARIETTA  WILL  BE  MAKING  THE  GE  SATELLITES  ITS  ROCKETS  OFTEN  LAUNCH 


THIS  DEAL  COULD  SEND 
NIARTIN  MARIETTA  INTO  ORBIT 


Buying  GE's  aerospace  unit  puts  it  in  the  top  tier  of  defense  contractors 


The  deal  that  created  America's 
newest  defense  giant  began  at  the 
clubby  Homestead  resort  in  Hot 
Springs,  Va.  When  top  chief  executives 
gathered  to  golf  and  schmooze  at  a 
meeting  of  the  Business  Council  in  Octo- 
ber, General  Electric  Co.  Chairman  Jack 
Welch  approached  an  old  friend,  Martin 
Marietta  Corp.  Chairman  Norman  Au- 
gustine, with  a  stunning  proposal:  why 
not  buy  GE's  aerospace  division? 

Intrigued,  Augustine  met  Welch  two 
weeks  later  to  thrash  out  the  transaction 
over  dinner  at  GE's  Fairfield  (Conn.) 
headquarters.  By  Nov.  22,  they  had  a 
deal  that  rocked  the  industry.  In  the  big- 
gest defense  consolidation  to  date,  the 
Bethesda  (Md.)  company  will  become  the 
world's  largest  maker  of  defense  elec- 
tronics by  buying  GE's 
aerospace  unit  for  $3.05 
billion,  mostly  in  cash, 
stock,  and  assumed 
debt. 

CATAPULTED.  Giant  GE 

siieds  what  was  never 
more  than  a  peripheral 
business,  while  Martin 
nearly  doubles  in  size, 
to  annual  revenues  of 
$11  billion.  Martin,  until 
now  mainly  a  supplier 
of  weapons  subsystems, 
will  catapult  into  the 
top  tier  of  military 
prime  contractors.  "It's 


a  remarkable  combination,"  says  Julian 
Scheer,  senior  vice-president  of  LTV 
Corp.,  which  recently  shed  its  missiles 
and  aerospace  unit.  "It's  as  if  General 
Motors  bought  the  biggest  rubber, 
glass,  and  steel  companies."  One  differ- 
ence from  GM:  Cost-conscious  Martin 
Marietta  is  likely  to  stay  lean  and  profit- 
able. The  markets  loved  the  deal:  Both 
companies'  stocks  jumped  after  the  sale 
was  announced  on  Nov.  23. 

GE  prefers  businesses  in  which  it  can 
be  No.  1  or  No.  2.  "While  GE  Aerospace 
is  a  world  leader  in  technology,"  says 
Welch,  it  is  "not  of  the  scale  to  be 
unique  in  the  changing  global  arena." 
Selling  out  to  Martin  also  provided  a 
graceful  way  out  of  a  sagging  business 
that  generates  107c  of  its  $60  billion  rev- 


THE  DEFENSE  INDUSTRY  REGROUPS 


FEBRUARY,  1992 


MAY,  1992 


AUGUST,  1992 


NOVEMBER,  1992 


General  Dynamics  sells  its  profitable  Cessna  commercial 
jet  business  to  Textron  for  $600  million 

General  Motors'  Hughes  Aircraft  agrees  to  spend  $450 
million  for  General  Dynamics'  missile  division.  The  move  is 
aimed  at  Hughes  rival  Raytheon,  maker  of  the  Patriot 

Loral  and  Carlyle  Group,  a  Washington  investment  bank, 
outbid  Martin  Marietta  with  a  $475  million  offer  for  the 
missile  and  aerospace  units  of  bankrupt  LTV 

Martin  Marietta  agrees  to  pay  $3.05  billion  for  General 
Electric's  aerospace  division.  The  deal  v/ill  make  Martin 
the  world's  biggest  defense  electronics  company 


enues.  (iE  will  now  be  flush  with  cash — 
and  well-positioned  to  acquire  nonde- 
fense  assets  that  troubled  companies  are 
eager  to  dump. 

For  Martin  Marietta,  too,  the  deal  was 
strategic.  It  joins  Loral  Corp.  and  GM's 
Hughes  Aircraft  Co.  in  the  small  group 
of  defense  contractors  that  are  defying 
the  shift  to  a  peacetime  economy  by  ex- 
panding through  acquisition  (table).  In 
contrast,  <;e  and  General  Dynamics  are 
dumping  units,  while  McDonnell  Doug- 
las and  Grumman  are  shrinking  existing 
operations  and  may  try  to  sell  some.  "In 
this  business,  everyone  is  looking  at 
whether  to  combine  or  get  out,"  says 
Loren  B.  Thompson,  a  national  security 
specialist  at  Georgetown  University. 

Electronics — Martin  Marietta's  chosen 
focus — is  the  safest  corner  of  a  shrink- 
ing industry.  Faced  with  buying  fewer 
planes  and  ships,  military  planners  are 
loading  up  existing  weapons  systems 
with  the  latest  surveillance,  command- 
and-control,  and  computer  gear. 
'JIGSAW  PUZZLE.'  GE's  arsenal  comple- 
ments Martin's.  GE  is  a  major  supplier  to 
the  Navy,  while  Martin's  biggest  cus- 
tomer is  the  Army.  GE  builds  satellites, 
while  Martin  makes  rockets;  the  new 
company  could  package  them.  GE  sup- 
plies the  radar  that  guides  Martin  Mari- 
etta-built missiles  for  the  Aegis  fleet  air- 
defense  system.  "There's  very  little 
overlap,"  says  a  defense  specialist  close 
to  the  negotiations.  "It's  almost  like  two 
pieces  of  a  jigsaw  puzzle." 

The  two  companies  are  similar, 
though,  in  ways  that  could  help  smooth 
the  acquisition.  Run  by  engineers,  both 
have  reputations  for  financial  discipline. 
A  shared  corporate  culture  will  help, 
since  GE  will  become  Martin's  biggest 
investor:  To  clinch  the  deal,  cash-short 
Martin  had  to  offer  $1  billion  in  pre- 
ferred stock,  convertible  into  up  to  23.5% 
of  its  common  shares. 

Martin  faces  some  big  challenges  in 
making  the  deal  work.  It's  assuming 
$750  million  of  GE  Aerospace  debt,  boost- 
ing debt  from  27%  of  its  total  capitaliza- 
tion to  46?c.  And  swallowing  GE  Aero- 
space will  tax  senior  management. 

Still,  although  de- 
fense budgets  are 
shrinking,  the  Pentagon 
spends  $100  billion  a 
year  on  research  and 
procurement.  "Weaker 
companies  will  shrink 
and  sink,"  Augustine 
concedes.  But,  he  adds: 
"there's  room  for 
strong  survivors."  He's 
betting  $3  billion  that 
Martin  Marietta  will  be 
one  of  them. 

By  Amy  Borrus. 
iritli  Tim  Smart,  in 
Washington 
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GATT  IS  ON  ITS  FEET— 
BUT  FAR  FROM  STEADY 


Bush's  farm  deal  saved  the  talks.  Now,  they  could  get  really  sticky 


PRESSURE:  ONE  PLAN  WOULD  OPEN  3%  OF  JAPAN'S  PROTECTED  RICE  MARKET  TO  FOREIGNERS 


The  scene  was  more  suggestive  of 
French  bedroom  farce  than  high- 
stakes  trade  negotiation.  Inside 
Blair  House,  the  elegant  mansion  across 
Pennsylvania  Avenue  from  the  White 
House,  men  and  women  darted  from 
room  to  room,  up  and  down  halls  and 
stairways. 

The  officials  weren't  cavorting.  They 
were  racing  to  avert  an  agricultural 
trade  war  threatened  by  a  Dec.  5  dead- 
line for  imposing  200'/'  duties  on  import- 
ed white  Burgundy  wines.  As  they 
worked,  each  new  proposal  on  farm  sub- 
sidies had  to  be  carried  to  another  room 
to  be  crunched  on  a  laptop  computer 
while  top  negotiators  from  the  European 
Community  and  the  U.  S.  huddled  sepa- 
rately with  their  econo- 
mists and  lawyers.  So 
frenzied  were  the  talks 
that  they  continued 
even  as  Ec  trade  ambas- 
sador Frans  Andriessen 
and  Agriculture  Com- 
missioner Ray  Mac- 
Sharry  shrugged  into 
their  coats  for  their 
dash  to  Dulles  Airport 
and  ilteir  Brussels  head- 
quart  "i-s. 

But  :lie  next  morn- 
ing, N(j\'.  20,  a  deal  on 
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gradual  reductions  in  farm  subsidies 
was  finally  consummated  by  a  single 
telephone  call  from  Andriessen  to  U.  S. 
Trade  Representative  Carla  A.  Hills. 
President  Bush  hurried  to  the  White 
House  press  room  to  announce  that  the 
108-nation  trade  negotiations  known  as 
the  Uruguay  Round  had  suddenly  sat  up 
in  bed — a  year  after  most  experts  had 
pronounced  it  dead. 

The  reason  for  the  haste:  The  Bush 
Administration  wants  to  put  its  final  im- 
print on  a  global  deal  before  turning  the 
White  House  over  to  Bill  Clinton  on  Jan. 
20.  Bush  reckons  that  the  incoming  Ad- 
ministration will  have  little  time  to  do 
more  than  tinker  with  the  Nov.  20  deal, 
since  it  must  submit  it  to  Congress  by 


STILL  ON  THE  TABLE  AT  GATT 


W:..  .  The  U.S.  is  seeking  to  gain  access  for  U.S.  equipment 

and  services  by  breaking  down  government  telecom  monopolies  worldwide 

FINANCIAL  SERVICES  The  U.S.  and  the  EC  seek  easier  access  to  Third  World 
markets  for  insurance,  accounting,  consulting,  construction,  and  banking 

INTELLECTUAL  PROPERTY  RIGHTS  U.S.  software  companies,  drugmakers,  and 
movie  and  television  producers  want  protection  against  piracy 

TEXTILES  Third  World  producers  want  a  fast  phase-out  of  import  quotas  pro- 
tecting the  U.S.  market.  The  U.S.  industry  is  opposed 

SEMICONDUCTORS  U.S.  chipmakers  want  to  lower  Europe's  14%  tariff 


Mar.  3.  Europeans  are  mostly  amenabl 
to  the  fast  pace,  fearing  that  Clintoi 
might  strike  a  harder  bargain. 

Although  the  six-year-old  trade  talk 
have  been  revived,  there's  little  evidenc 
that  Bush  or  anyone  else  can  keep  ther; 
on  schedule.  The  accord  between  the  E; 
and  the  U.  S.  has  cleared  a  major  stun] 
bling  block,  but  many  other  contentiou 
and  complex  issues  remain  unresolved  i 
areas  ranging  from  telecommunication 
to  textiles  to  financial  services.  "To 
many  have  been  lulled  into  thinking  tha 
now  that  agriculture  is  done,  it'll  b 
clear  sailing  for  the  rest  of  the  negotif 
tions,"  warns  Caiman  J.  Cohen,  vic( 
president  of  the  Emergency  Committe 
for  American  Trade,  an  association  of  6 
U.  S.  exporters. 

TOO  FLEXIBLE?  The  farm  compromis 
must  still  be  approved  by  95  other  men 
bers  of  the  General  Agreement  on  Tai 
iffs  &  Trade,  the  Geneva-based  sponsoi 
ing  body.  Then  all  the  gatt  member 
will  have  to  pick  up  where  they  left  of 
last  December,  when  the  agriculture  di: 
pute  derailed  the  process.  To  remin 
them  of  where  they  stood,  they'll  have 
400-page  summary  of  the  tentative  con 
promises  that  had  been  reached  by  ther 
compiled  by  gatt  Director  General  A: 
thur  Dunkel. 

In  coming  months,  angry  agricultur; 
interests  may  prove  the  least  of  gatt 
worries.  For  now,  French  farmers,  wh 
depend  on  massive  EC  subsidies,  are  pn 
testing  noisily  (box).  French  Prime  Mil 
ister  Pierre  Beregovoy  called  the  fan 
deal  "unacceptable."  and  farmer 
stopped  traffic  in  Paris  with  their  tra^ 
tors.  Owners  of  more  efficient  America 
farms  groused  that  the  EC  committe 
only  to  a  six-year,  20%  cut  in  intern 
price  supports,  and  a  21%  cut  in  the  vo 
ume  of  commodities  receiving  expoi 
subsidies.  And  U.  S.  soybean  grower 
who  triggered  the  crisis  by  complainin 
about  European  subsidies  for  oilseed 
griped  that  "we  have  been  called  on 
be  much  more  flexible  than  is  fair." 

But  growers  alone  aren't  likely  to  to' 
pedo  the  talks.  U.  S.  farmers  actual 
gain  more  from  the  overall  negotiatioi 
than  they  give  up  in  t} 
latest  compromise.  Ar 
other  food-exporting  n 
tions  were  delighte 
The  Blair  House  pact 
"a  historic  step  in  brin, 
ing  fair  trade  to  agrici 
ture,"  said  Australi; 
Prime  Minister  Pa 
Keating,  leader  of  tl 
14-nation  Cairns  Groi 
of  food-exporting  cou 
tries.  And  even  if 
wanted  to  sabotage  tl 
talks,    France  wou 


find  ilself  opposed  by  most  of  Europe, 
which  is  pushing:  for  unity.  The  shaky 
European  coalition  has  already  been 
rocked  by  its  failure  to  curb  the  fighting 
in  Yugoslavia,  by  the  instability  of  its 
exchange-rate  system,  and  by  the  strain 
of  persuading  voters  throughout  the  EC 
to  approve  the  Maastricht  Treaty  for  Eu- 
ropean union. 

DRUG  RELIEF.  Even  Japan,  whose  rice 
market  is  totally  protected  by  strict  quo- 
tas, may  have  to  bend  to  international 
pressure.  The  worst  that  could  happen 
under  one  GATT  compromise  under  con- 
sideration: 3%  of  Japan's  rice  market 
would  be  thrown  open  to  foreigners 
while  the  remaining  market  would  be 
protected  by  a  TOO'/f  tariff,  phased  down 
to  5957c  in  10  years.  This  "would  present 
difficulties  for  Japan  to  accommodate," 


said  Prime  Minister  Kiichi  Miyazawa, 
though  he  did  not  rule  out  acceptance. 

The  money  involved  in  farm  disputes 
is  piddling  compared  with  some  of  the 
fights  over  services  and  manufactured 
goods.  Not  even  industries  within  the 
U.  S.  agree.  Take  dumping.  U.  S.  steel 
and  auto  makers  want  to  retain  strong 
protections  against  the  below-cost  sale 
of  imports  in  the  U.  S.  market.  But  U.  S. 
exporters  such  as  IBM,  Caterpillar,  and 
Sun  Microsystems  feel  threatened  by 
the  growing  use  abroad  of  antidumping 
remedies.  They  worry  that  the  draft 
compromise  leaves  in  place  too  many 
rules  favorable  to  Europe. 

The  U.  S.  pharmaceutical  industry  is 
divided,  too.  Antipiracy  provisions  of  the 
GATT  text  would  offer  some  relief  from 
the  rampant  copying  of  drugs  in  India 


and  Brazil.  But  patent  protections  would 
be  phased  in  over  10  years,  and  none 
would  be  granted  for  pharrnaceuticals 
currently  awaiting  regulatory  approval. 

That  some  resolution  of  the  LFruguay 
Round  (so-called  for  the  location  of  its 
first  meeting)  will  eventually  be  reached 
is  not  much  in  doubt.  The  real  question 
is  how  many  of  the  most  difficult  dis- 
putes will  be  put  on  the  back  burner,  to 
be  dealt  with  another  time  in  another 
massive  trade  negotiation.  Already,  tele- 
communications and  maritime  issues  are 
sliding  in  this  direction.  As  the  trade 
diplomats  push  to  meet  the  newest  dead- 
lines, the  most  troublesome  remaining 
issues  are  likely  to  follow. 

By  Paul  Magnusson  in  Washington,  with 
Bill  Jaretski  in  Paris  and  Robert  Neff  in 
Tokyo 


THE  COUP  DE  GRACE  FOR  FRENCH  FARMERS? 


In  gently  rolling  country  south  of 
Paris,  Geraud  de  la  Farge  grows 
wheat  and  sunflowers  on  a  250-acre 
family  farm.  His  land  is  productive, 
thanks  to  an  irrigation  system  and  new 
equipment  that  have  put  him  $160,000 
in  debt.  But  now  he's  worried — and  an- 
gry. He  says  that  cutting  subsidies,  as 
the  pending  world  trade  deal  would  re- 
quire, could  drive  him  off  the  land.  "I'd 
give  up  farming,  no 
question,"  says  De  La 
Farge,  35,  as  he  heads 
to  Paris  for  a  nation- 
al protest  rally.  "If 
this  agreement  goes 
through,  it  means  rev- 
olution in  France." 

He  may  not  be  far 
wrong.  France's  farm- 
ers are  incensed  at 
the  preliminary  Gen- 
eral Agreement  on 
Tariffs  &  Trade  ac- 
cord. And  they  have 
support  from  Paris, 
where  politicians  face 
parliamentary  elec- 
tions in  March.  Virtu- 
ally every  party  has 
come  out  against  the 
European  Communi- 


French  farms  are  under  125  acres. 

Although  small,  France's  farms  have 
invested  for  efficiency.  With  the  help 
of  $7.7  billion  in  annual  European  Com- 
munity price  supports,  France  is  now 
the  world's  No.  2  food  exporter  after 
the  U.  S.  In  May,  Paris  reluctantly  ac- 
cepted production  limits  aimed  at  cut- 
ting EC  payouts.  Now,  farmers  see  the 
GATT  deal  as  the  final  blow.  For  oilseed 


PROTESTORS  BURN  AN  AMERICAN  FLAG  OUTSIDE  THE  U.S.  EMBASSY  IN  PARIS 


ty's  "sellout"  of  French  agriculture. 
NEGATIVE  INCOME.  U.  S.  negotiators  ex- 
pected an  outcry.  No  other  issue 
pushes  so  many  buttons  in  France, 
which  industrialized  relatively  late  and 
pines  for  its  rural  roots,  explains  Chair- 
man Jacques  Calvet  of  auto  maker 
Peugeot.  Some  25%  of  France's  citizens 
lived  on  farms  as  recently  as  1946. 
Now  it's  only  6%,  but  that's  triple  the 
U.S.  level.  And  unlike  the  U.S.,  the 
family  farm  is  still  the  norm:  80%  of 


farmers  it  will  double  the  $200  revenue 
loss  per  acre  caused  by  the  EC  cutback, 
says  a  farmers'  association. 

Growers  say  the  GATT  accord  would 
accelerate  the  decline  of  the  country's 
charming  but  marginal  farms.  In  the 
Auvergne  region  of  south-central 
France,  ghost-villages  stand  where 
small  farmers  have  given  up  compet- 
ing with  mechanized  farms  and  moved 
to  cities.  It's  the  same  rural  exodus  the 
U.  S.  lived  through — decades  later. 


There  is  one  big  difference:  French 
farmers  are  fighting  back.  During  the 
past  year  they  have  dumped  food  on 
highways,  burned  sheep  alive,  and 
tried  to  blockade  Paris  with  tractors. 
Last  fall,  such  protests  won  $250  mil- 
lion in  state  aid.  After  the  GATT  accord 
was  announced,  farmers  trashed  Mc- 
Donald's restaurants,  burned  Coca- 
Cola  vending  machines,  and  promised  a 
massive  Paris  rally  on 
Nov.  25 — the  day  Par- 
liament was  to  debate 

GATT. 

HOT  POTATO.  France's 
Socialist  rulers  swear 
they'll  lobby  to  rene- 
gotiate the  pact.  If 
that  doesn't  work, 
they'll  pass  this  hot 
potato  to  the  conser- 
vatives, who  are  sure 
to  win  in  March.  Yet 
Socialist  President 
Fran<;ois  Mitterrand, 
whose  term  runs  to 
1995,  might  have  to 
choose  between  loyal- 
ty to  Europe  and  the 
mythic  tug  of  rural 
France.  If  Britain  re- 
jects the  Maastricht 
Treaty  on  EC  union  next  spring,  rural 
France  could  win. 

French  farmers  will  keep  pressing. 
"For  me,  the  GATT  agreement  is  a  ca- 
tastrophe, I  haven't  slept  for  days," 
says  Loire  Valley  farmer  Jacques  Si- 
ret,  44.  He  says  he  may  have  to  quit 
farming.  That  would  be  tough — he  has 
no  other  skill.  He  should  learn  one 
fast,  for  changes  are  afoot  in  France's 
charming,  subsidized  countryside. 

By  Stewart  Toy  in  Paris 
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STRATEGIES  I 


NO  EASY  ASSEMBLY:  ABOUT  70  PLANS  ARE  UNDER  REVIEW,  BUT  THORNY  QUESTIONS  REMAIN 


SMART  STEP 

FOR  A  WOBBLY  GIANT 


GM  is  trying  to  get  suppliers  to  use  its  idle  plants  and  workers 


General  Motors  Corp.  isn't  known 
for  trying  far-out  ideas.  But  tiiat 
could  soon  change.  Next  year, 
component  maker  Android  Industries 
Inc.  is  set  to  begin  moving  machinery 
into  a  GM  parts  factory  near  Flint,  Mich. 
Android  supervisors  will  take  charge  of 
20  union  workers  at  (;m's  Inland  Fisher 
Guide  Div.  |)lant  to  show  them  how  to 
assemble  doors  for  a  1994  GM  model.  GM 
will  continue  to  pay  the  workers'  sala- 
ries and  benefits,  but  Android  will  run 
its  own  corner  of  the  factory. 

When  J.  Ignacio  Lopez  de  Arriortua 
took  over  as  gm's  purchasing  czar  last 
spring,  he  promised  e.xactly  this  kind  of 
creative  strategy  for  repairing  (;m's  inef- 
ficient parts  business  while  keeping  ex- 
pensive union  workers  busy.  Now,  GM  is 
evaluating  about  70  proposals  from  sup- 
pliers, who  have  suggested  everything 
from  taking  over  idled  GM  factories  and 
their  work  forces  to  sending  laid-off  GM 
workers  to  toil  in  supplier  plants  (table). 
"We  plan  in  be  very  creative  in  how  we 
do  busines.  says  Gerald  L.  Elson,  gen- 
eral manag'  ■  if  Inland  F'isher  Guide. 

GM  has  to  .  The  auto  giant  is  bleed- 
ing badly:  A^  .Ivsts  figure  the  compa- 
ny's 1992  free  sh  flow  will  run  a  nega- 
tive $2.5  billioi  That's  one  reason  why 
Moody's  Invest  Service  Inc.  on  Nov. 
24  downgraded  ost  of  GM's  debt,  in- 
cluding vital  shi  term  borrowing  by  its 
financing  arm. 
G.M  says  it  is  "taking  extensive  ac- 


tions" to  address  the  problems  that 
sparked  the  downgrade,  mostly  by  re- 
ducing costs.  Parceling  out  idle  factories 
and  workers  would  help,  if  only  a  bit. 
But  turning  such  concepts  into  contracts 
isn't  easy.  Few  deals  have  been  ham- 
mered out  yet,  and  both  sides  face  a 
myriad  of  new  questions.  Will  G.M  offer 
suppliers  the  kind  of  multiyear  purchas- 
ing contract  that  some  need  to  justify 
buying  new  equipment?  Or,  if  car  sales 
perk  up,  might  GM  divert  its  workers  to 
other  jobs,  stranding  its  new  partners? 

GM  is  under  intense  pressure  to  settle 
such  questions  and  move  ahead  with  re- 
form. The  company 
buys  577f  of  its 
parts,  worth 
some  $30  billion, 
from  its  own  divi- 
sions. Many  are 
dragged  down  by 
cumbersome  work  tra- 
ditions and  payroll 
costs  double  those  of 
outside  suppliers. 
Chrysler  Corp.,  by 
contrast,  keeps  costs 
down  by  making  just 
'.W/'  of  its  own  parts. 

GM  must  also  make 
better  use  of  its  work 
force.  Under  the  Unit- 
ed Auto  Workers  con- 
tract, after  GM  em- 
ployees are   laid  off 
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for  36  weeks,  they  receive  full  wages 
from  a  (jM-funded  Jobs  Bank.  Since  Oc- 
tober, 1990,  the  Jobs  Bank  has  paid  idled 
workers  nearly  $1.7  billion.  The  fund  will 
run  dry  in  January,  but  GM  still  has  to 
cough  up  part  of  workers'  unemploy- 
ment benefits,  which  are  set  at  95'/<  of 
regular  pay.  GM  finally  caught  on:  As 
long  as  the  workers  are  being  paid,  it 
only  makes  sense  to  give  them  work. 

So,  Lopez  asked  suppliers  in  July  if 
they  wanted  to  use  GM's  excess  plants 
and  workers.  Executives  at  Breed  Indus- 
tries Inc.  in  Boonton,  N.J.,  may  be 
among  those  who  like  the  idea.  They 
toured  three  sites,  including  the  empty 
Pontiac  Fiero  plant  in  Pontiac,  Mich., 
union  officials  say.  Breed,  which  needs  a 
factory  to  build  crash  sensors  for  air- 
bags,  declined  to  comment.  Another  ma- 
jor supplier,  which  asked  not  to  be  iden- 
tified, offered  to  take  over  a  GM  factory 
to  make  chassis  components  and  to  pay 
part  of  workers'  salaries.  GM  has  yet  to 
respond,  an  executive  says. 

Parceling  out  partsmaking  is  a  sensi- 
ble move  for  G.M.  Take  Lear  Seating 
Corp.  in  Southfield,  Mich.,  which  over 
the  past  18  months  bought  three  seat 
factories  from  Volvo  and  from  Saab, 
whose  carmaking  division  is  507f-owned 
by  GM.  Lear  promptly  boosted  productiv- 
ity 417',  hiked  output  81%,  and  reduced 
prices  by  257.  Lear  President  Robert  E. 
Rossiter  says  he  would  like  to  do  a  simi- 
lar deal  with  GM  in  the  U.  S. 
'STRANGLED.'  Other  suppliers  are  leery, 
however.  Lopez  has  angered  many  by 
reopening  long-term  contracts,  demand- 
ing 20'^'  price  cuts,  and  rebidding  compo- 
nents that  suppliers  had  spent  millions 
of  dollars  developing.  "The  last  thing 
[suppliers]  want  is  to  get  deeper  in  bed" 
with  GM,  growls  an  executive  at  an  Ohio 
parts  maker.  Other  nonunion  companies 
don't  want  U.-xw  workers.  GM  purchasing 
officials  asked  Masco  Industries  Inc.,  for 
instance,  to  consider  using  an  idle  plant. 

But  "the  labor  issue 
really  got  everybody 
strangled,"  says  L. 
Gene  Stohler,  vice- 
president  for  automo- 
tive marketing. 

Still,  the  sense  of 
impending  crisis  has 
spawned  new  creativ- 
ity. There's  even  talk 
of  exploring  joint  ven- 
tures with  Japanese 
suppliers.  It's  a  good 
sign  that  GM  is  looking 
for  new  answers — 
even  if  it  means  call- 
ing in  an  Android. 
By  David  Woodruff  in 
Detroit,  with  Zachary 
Schiller  in  Cleveland 


iRGERSI 


fHE  CENTEL-SPRINT  DEAL: 
T'S  HIGH  ANXIETY 


ublicly  calm,  Centel  management  is  lobbying  shareholders  frantically 


s  Centel  Corp.  shareholders  go, 
Robert  L.  Hutt  is  small  fry.  But 
that  didn't  stop   the  Chicago- 
ised  phone  company  from  calling  him 
D,  lobbying  the  Woodbridge  (N.J.)  fi- 
mcial-services  executive  to  vote  his 

000  shares  in  favor  of  Sprint  Corp.'s 
)Ughly  $3  billion  bid  for  Centel.  Hutt's 
iswer:  No  way.  When  the  votes 
*e  tallied  at  a  special  meeting 

1  Dec.  2,  his  will  be  counted 
gainst  management.  "It's  a 
usy  deal  that  they're  trying  to 
love  down  everybody's  throat," 
utt  complains. 

That  Centel  would  get  such  a 
lappish  reaction  to  its  get-out- 
le-vote  campaign  suggests  just 
Dw  tough  it  will  be  to  sew  up 
lis  merger.  Both  Sprint  Chair- 
lan  William  T.  Esrey  and  Centel 
hairman  John  P.  Frazee  Jr.  con- 
dentiy  predict  victory  in  public, 
at  Hutt's  opinion  suggests  that 
igh  anxiety  might  be  a  more  ap- 
ropriate  response. 
I  SQUEAKER.'  Indeed,  despite  ef- 
)rts  by  Esrey  and  Frazee  to 
)urt  large  institutional  share- 
olders  in  person  and  on  the 
bone,  so  far  only  one,  Oppenhei- 
ler  Capital,  is  publicly  backing  the  plan, 
he  rest  either  decline  comment  or  say 
lat  they  will  vote  no  (table).  The  vote 
will  be  a  squeaker,"  says  Oppenheimer 
.  Co.  sell-side  analyst  Michael  Filing, 
ho  supports  the  deal. 
Frazee  had  the  right  idea  when  he  put 
entel  on  the  block,  offering  to  sell  it  in 
'hole  or  in  parts,  whichever  would  get 
le  best  price.  But  he  made  one  big  tac- 
cal  error.  He  boasted  in  December, 
391,  a  month  before  putting  Centel  up 
5r  sale,  that  the  company  might  be 
'orth  $65  a  share. 

That  projection,  along  with  the  an- 
ouncement  of  the  auction,  ran  the  stock 
p  from  the  low  30s  to  a  high  of  46.  It 
'as  still  trading  at  i2V2  on  May  27, 
'hen  Sprint  and  Centel  announced  their 
mtative  merger  agreement.  But  instead 
f  paying  a  premium.  Sprint  offered  a 
lock  swap — 1.37  Sprint  shares  for  each 
'entel  share — that  valued  Centel  shares 
V2  below  the  market  price.  Investors 
'ere  shocked.  The  next  day  the  stock 
lunged  10 1/2,  to  32. 

Frazee  acknowledges  now  that  his 
65-a-share  valuation  pumped  up  inves- 
jrs'  expectations  unrealistically  high.  "I 


believed  it  at  the  time,"  Frazee  says, 
noting  that  many  Wall  Street  analysts 
were  also  quoting  the  same  figure.  "I 
can  understand,  though,  why  people 
might  be  irritated  now."  Although  some 
investors  hope  that  Sprint  will  sweeten 
its  offer  at  the  last  minute,  Esrey  rules 
out  that  possibility. 


There's  some  logic  to  a  Sprint-Centel 
merger.  Sprint  is  the  No.  3  long-distance 
player,  while  Centel  has  strong  regional 
properties  in  cellular.  Both  provide  local 
phone  service.  The  combined  company 
would  be  the  only  one  in  all  three  com- 
munications businesses — a  selling  point 
to  customers.  But  Centel  shareholders 
feel  that  Sprint  is  getting  Centel  too 


AN  EARLY  IINE  ON 
THE  CENTEL  VOTE 


Sprint's  purchase  of  Centel  requires  a 
yes  vote  of  a  majority  of  Centel  shares. 
Abstentions  count  as  nos.  Here's  how 
the  top  shareholders  stand 


Investor  Stake  of  shares  Voting 

Millions  position 


GABELLI  FUNDS  5.0  No 


OPPENHEIMER  CAPITAL 


4.6  Yesi 


AETNA  LIFE  &  CASUALTY      3.4  NC* 


EAGLE  ASSET  MANAGEMENT  2.6  No 


CAPITAL  GUARDIAN 


2.4  NC* 


DATA:  SECURITIES  &  EXCHANGE  COMMISSION.  BW 


cheaply,  pointing  out  that  American 
Telephone  &  Telegraph  Co.  is  tentatively 
offering  a  687f  premium  over  the  previ- 
ous market  price  of  McCaw  Cellular 
Communications  Inc.  to  take  a  one-third 
stake  in  the  cellular  kingpin.  Frazee 
notes  that  Centel's  rural  properties  are 
simply  not  as  valuable  as  McCaw's, 
which  are  located  in  larger  markets. 

Maybe  that's  so.  But  not  everyone  be- 
lieves that  Frazee  is  a  master  negotia- 
tor: "If  Centel  went  up  for  sale  today,  I 
think  the  price  would  be  much  higher," 
says  Salvatore  Muoio,  an  analyst  at  Ga- 
belli  &  Co. 

While  Sprint  shareholders  also  have  to 
approve  the  merger,  the  big  question  is 
whether  Centel  holders  will  give  their 
0.  K.  Because  the  deal  requires  a 
yes  from  a  majority  of  all  Centel 
shares,  a  low  turnout  could  help 
send  the  measure  to  defeat. 

That  would  be  just  fine  with 
Moran  Asset  Management  in 
Greenwich,  Conn.  The  money 
management  firm,  with  500,000 
Centel  shares,  has  launched  a 
proxy  fight  to  combat  the  trans- 
action. According  to  President 
Frederick  A.  Moran,  Centel  has 
been  setting  up  as  many  road- 
blocks as  possible.  Centel 
wouldn't  supply  Moran  with  a 
shareholder  list,  for  instance, 
saying  it  would  mail  out  his 
proxy  materials.  And  Centel  at 
first  said  it  would  charge 
$130,000  for  the  mailing,  a  figure 
it  later  sliced  in  half. 
BEST  HOPE.  Moran  also  charges 
that  many  of  his  proxies  are  tak- 
ing too  long  to  reach  investors  and  that, 
in  some  cases,  the  prestamped  voting 
envelopes  were  omitted.  "This  whole 
process  is  really  pathetic,"  he  complains. 
"The  democratic  process  is  being  totally 
subverted  in  this  case."  Moran  has 
asked  Centel  to  delay  the  balloting  and 
has  complained  to  the  Securities  &  Ex- 
change Commission.  Frazee  denies  any 
impropriety. 

Strangely,  enough,  Frazee's  best  hope 
to  defeat  Moran  and  others  lined  up 
against  the  deal  may  turn  out  to  be 
Sprint  shareholders.  The  recent  rise  in 
Sprint's  share  price,  to  nearly  26  from  a 
midyear  low  of  about  21,  has  made  the 
proposed  share  swap  more  valuable  to 
Centel  holders.  Moreover,  many  inves- 
tors who  focus  on  the  communications 
business  have  stakes  in  both  companies. 
Oppenheimer,  for  instance,  is  supporting 
the  transaction  largely  because  in  addi- 
tion to  its  Centel  stake,  it  owns  12.3 
million  Sprint  shares.  The  question  that 
will  be  resolved  on  Dec.  2  is  whether 
there  are  more  Oppenheimers  or  more 
Hutts  among  Centel  shareholders. 

By  Mark  Lewyn  in  Washington  and  Lois 
Tlierrien  in  Chicago 
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BUSINESS  SCHOOLS  I 


WHERE  ARE  ALL  THE  FEMALE 
B-SCHOOL  PROFS? 


A  Wisconsin  lawsuit  points  to  tenure  as  a  largely  male  privilege 


Just  as  any  professor  might  have 
been,  Ceil  M.  Pillsbury  was  disap- 
pointed when,  in  1989,  she  was  de- 
nied tenure  at  the  University  of  Wiscon- 
sin's business  school.  The  accounting 
j)rofessor  had  won  an  award  for  out- 
standing teaching,  and  her  research  had 
been  published  in  one  of  the  top  journals 
in  her  field. 

Her  chagrin  turned  to  anger,  though, 
and  she  immediately  accused  the 
school's  tenure  committee  of  sex  dis- 
crimination. A  group  of  senior  faculty 
members  denied  the  charge,  claiming 
that  her  research  wasn't  up  to  snuff. 
They  later  justified  their  decision  by 
bringing  up  a  host  of  issues 
ranging  from  what  she  wore  at  a 
Christmas  party  to  her  taste  in 
jokes.  "I  was  a  person  who  really 
believed  in  the  system,"  Pills- 
bury  says,  "but  now  I'm  viewed 
as  a  major  troublemaker." 

Is  there  a  glass  ceiling  in  the 
ivory  tower?  Only  8'/'  of  the  ten- 
ured faculty  at  BUSINESS  week's 
Top  20  business  schools  are 
women  (table),  and  at  several 
prominent  B-schools,  including 
those  at  Dartmouth  College  and 
Washington  University,  not  one 
woman  is  tenured.  Says  Diana  R. 
Harrington,  a  professor  at  the 
University  of  Virginia's  Darden 
School  of  Business:  "The  system 
is  controlled  by  people  who  have 
been  in  the  club  for  many  years, 
mostly  white  men." 
SERIOUS  CHARGES.  Some  B-school 
deans,  however,  play  down  the 
charges,  arguing  that  the  supply 
of  qualified  women  has  long 
been  limited,  and  that  only  in  re- 
cent years  have  more  come  into 
the  pipeline.  "My  sense  is  that 
there  is  a  lot  of  opportunity  for 
women  right  now,"  says  Thomas 
F.  Keller,  dean  of  Duke  Universi- 
ty's Fuqua  School  of  Business. 

Nowhere  h<'is  the  issue  risen  to 
greater  prominence  than  at  the 
University  of  Virginia.  In  1990, 
Virginia's  Darden  School  failed 
to  recommend  Associate  Profes- 
sor Melissa  H.  Birch  for  tenure. 
She  charged  discrimination.  Five 
months  later,  the  university  pro- 
vost reversed  the  B-school's  deci- 


sion and  later  named  a  five-person  com- 
mittee of  outsiders  to  study  reports  of 
sex  bias  on  campus. 

The  panel,  which  issued  a  report  in 
April,  found  what  it  called  "a  palpable 
lack  of  trust  between  female  faculty  and 
male  faculty"  at  Darden  and  faulted 
John  W.  Rosenblum,  the  B-school's  dean 
since  1983.  It  accused  him  of  being  un- 
able or  unwilling  to  address  "the  under- 
lying issues  that  diversity  is  raising." 
Replies  Rosenblum:  "I'm  not  perfect  as 
a  manager,  but  I  don't  think  that's  a  fair 
and  accurate  portrayal  of  the  qualities 
I've  brought  to  the  job." 

Since  the  fall  semester 


PILLSBURY:  GIVEN  THE  BOOT  FOR  WEARING  A  SWEATER? 


B-SCHOOLS:  STILL  A  MALE  DOMAIN 


Just  8  °'o  of  the  tenured  faculty  at  BWs  list  of  top  20  busi- 
ness schools  are  women.  Here  are  the  schools  with  the 
highest  and  lowest  percentage  of  tenured  women: 

School                  Total  tenured  and 

Percent  of  women 

tenure-track  faculty  Tenure 

Tenure-track 

THE  MOST... 

NORTH  CAROLINA  66 

14% 

10% 

BERKELEY  66 

12 

25 

NORTHWESTERN  105 

12 

19 

...AND  THE  LEAST 

STANFORD  76 

4 

15 

WASHINGTON  UNIVERSITY  41 

0 

19 

DARTMOUTH  29 

0 

17 

gan,  Rosenblum  has  appointed  a  tasl 
force  to  help  identify  women  qualifiec 
for  senior  appointments,  required  semi 
nars  on  sexual  harassment  for  faculty 
and  named  an  ombudsman  to  handle  fu 
ture  complaints.  But  Birch  says  Dardei 
is  only  putting  on  "a  good  show."  Th( 
new  task  force,  of  which  she  is  a  mem 
ber.  has  met  just  once. 
CHEAP  SHOTS.  The  dispute  at  the  Univer 
sity  of  Wisconsin  at  Milwaukee,  mean 
while,  remains  unresolved.  After  beinj 
denied  tenure,  Pillsbury  charged  tha 
she  was  discriminated  against  because 
of  her  gender  and  because  she  was  preg 
nant.  Her  faculty  colleagues,  she  be 
lieved,  had  given  her  every  indicatioi 
that  she  would  become  tenured.  But 
Pillsbury  alleges,  their  early  enthusiasn 
began  to  fade  after  she  announced  tha 
she  was  having  a  baby.  Dean  Erii 
Schenker  maintains  that  Pillsbury  didn' 
meet  the  school's  standards  for  academ 
ic  research. 
To  buttress  its  case  against  Pillsbury 
however,  the  business  school  tool 
potshots  at  her  character.  It  is 
sued  a  report  alleging 
that  she  had  told  col 
leagues  off-coloi 
jokes  and  had  at 
tended  a  schoo 
Christmas  partj 
wearing  "a  sweatei 
that  had  a  smal 
boot  suspend 
ed  from  eacl 
breast."  In  fact 
the  novelty  sweat 
er  is  decorated  with  three  minia 
ture  Christmas  stockings. 

A  university  grievance  pane 
found  in  Pillsbury's  favor  ir 
1990,  ordering  the  B-school  to  re 
consider  its  decision.  The  schoo 
refused  to  reopen  her  case,  anc 
Pillsbury  filed  a  complaint  witl 
the  Equal  Employment  Opportu 
nity  Commission.  In  August,  the 
EEOC  found  a  "discriminatory  en 
vironment"  at  the  school  anc 
urged  that  Pillsbury  be  giver 
tenure.  By  then,  Pillsbury  hac 
sued  the  university's  board  of  re 
gents  for  damages. 

Even  today,  three  years  aftei 
the  initial  dispute,  there  are  m 
tenured  women  at  the  Milwau 
kee  B-school.  The  Labor  Dept 
recently  issued  a  report  conclud 
ing  that  "a  pattern  and  practice' 
of  sex  discrimination  exists  a 
the  university's  Milwaukee  cam 
pus.  But  Pillsbury  has  some  con 
solation.  On  Nov.  10,  she  was 
recommended  for  tenure  at  th( 
school's  Green  Bay  branch. 
By  Lori  Bongiorno  in  New  Yorl 
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Who  knows 
your  disability  insurance 

needs  best? 


2m 


MARKETS  I 


DELL  TRIES  TO 
PUT  OUT  THE  FIRE 


The  computer  maker  denies  that 
it  improperly  boosted  earnings 


Investors  don't  hear  much  negative 
comment  about  Dell  Computer  Corp. 
So  Kidder,  Peabody  &  Co.  analyst 
David  R.  Korus  caused  a  stir  on  Nov.  20 
when  he  suggested  in  a  conference  call 
with  investors  and  brokers  that  Dell 
may  have  used  foreign-currency  specula- 
tion to  buttress  its  earnings.  The  day 
before  the  call,  Dell  stock  surged  on  the 
news  that  profits  and  sales  for  the  quar- 
ter ended  Nov.  1  had  more  than  doubled 
from  a  year  ago,  to  $28.6  million  earned 
on  sales  of  $570  million.  After  the  call, 
Dell  stock  began  dropping,  falling  five 


points  in  two  trading 
days  (chart). 

Dell  Chief  Executive 
Officer  Michael  S.  Dell 
responded  quickly.  On 
Nov.  20,  he  denied  any 
improprieties  in  the  com- 
pany's currency  trading. 
Dell's  law  firm  warned 
Kidder  and  Korus  they 
faced  legal  action  and 
alerted  the  Securities  & 
Exchange  Commission  to 
Kidder's  "false  allega- 
tions." Dell  also  asked 
the  SEC  to  investigate  the  stock's  move- 
ment, noting  that  shares  were  losing  val- 
ue even  before  the  conference  call. 
QUESTIONS.  Korus,  who  declined  to  com- 
ment, said  in  his  conference  call  that  he 
had  been  concerned  for  months  about 
Dell's  foreign-exchange  trades.  In  Au- 
gust, Dell  reported  that,  based  on  option 
contracts  outstanding  on  Aug.  2,  it  was 
facing  a  $38  million  currency-trading 


DELL'S  SUDDEN  DROP 


NOV  2,  92 
A  DOLLARS 

DATA:  BRIDGE  INFORMATION  SYSTEMS  INC. 


NOV  23 


loss.  It  said  in  Mai'ch  that 
it  had  $435  million  in  for- 
ex  contracts  outstanding. 

Korus  began  asking 
questions.  Were  some  of 
the  currency  trades  prof- 
itable? If  so,  did  Dell  ac- 
count for  the  profits 
properly?  He  worried 
that  if  Dell  had  to  change 
its  accounting,  the  re- 
statement could  wipe  out 
its  rosy  gains. 

"There  is  no  danger  of 
a  restatement,"  says  a 
Dell  news  release.  That  was  enough  for 
some  analysts.  Dell,  says  James  Poyner 
of  Rauscher  Pierce  Refsnes  Inc.,  "has 
gone  to  great  lengths  in  the  last  two 
days  to  come  out  with  an  unequivocal 
rebuttal."  But  that  hasn't  stopped  some 
investors  from  asking  the  same  ques- 
tions raised  by  Korus. 

Bi/  Catherine  A7-nst  in  New  York  and 
Stephanie  Anderson  Forest  in  Dallas 


BOYCOTTS  I 


BASHING  GAYS 
—AND  BUSINESS 


Colorado's  Amendment  2  has 
triggered  a  painful  boycott 


William  Buckingham,  president 
of  xchange  Inc.,  was  packed 
and  set  to  move  his  software- 
distribution  company  to  Fort  Collins, 
Colo.  Then,  Colorado  voters  on  Nov.  3 
approved  Amendment  2,  making  it  ille- 
gal to  pass  legislation  protecting  homo- 
sexuals from  discrimination  and  over- 
turning such  laws  in  Denver,  Aspen,  and 
Boulder.  On  Nov.  23,  Buckingham  said 
that  his  $5  million  company  will  stay  in 
San  Francisco.  Says  Buckingham:  "I 
view  it  as  a  backward  step  in  a  state  I 
had  thought  was  progressive." 

Opponents  of  Amendment  2 
warned  that  passing  it  would 
give  Colorado  a  bad  name. 
But  few  had  predicted  a  back- 
lash against  state  businesses. 
Now,  Coloradans  are  ques- 
tioning exactly  how  costly  the 
measure  will  be.  In  an  effort 
to  roll  back  Amendment  2,  an 
ad  hoc,  Denver-based  group 
called  Boycott  Colorado  is  try- 
ing to  persuade  businesses 
and  consumers  to  avoid  the 
state.  It's  aimiiig  at  compa- 
nies such  as  3M  Co.,  which 
has  been  considej  iMg  an  ex- 
pansion   site    in  Colorado 


Springs.  3M  says  it  won't  comment  until 
it  receives  the  group's  request. 

Even  without  such  prodding,  some 
groups  are  pulling  their  conventions  out 
of  Colorado.  Among  those  canceling  so 
far  are  the  American  Association  of  Law 
Libraries,  which  was  expected  to  attract 
5,000  to  its  meeting  in  Denver  in  1998, 
and  the  Coalition  of  Labor  Union  Wom- 
en, which  was  scheduled  to  bring  1,500 
to  Denver  next  year.  "We  lost  one  finan- 
cial group.  That's  $20,000  worth  of  busi- 
ness," says  Matthew  Kryjak,  manager 
of  Loews  Giorgio  Hotel  in  Denver. 
DAMAGE  CONTROL.  It  doesn't  help  that 
Amendment  2  was  passed  at  the  start  of 
ski  season.  About  2,000  tourists  already 
have  called  the  Denver  Metro  Conven- 
tion &  Visitors  Bureau  with  questions 
about  Amendment  2,  and  some  are  can- 
celing ski  vacations. 

Resorts  hope  to  contain  the  damage 
by  publicizing  their  tolerance.  Vail's 
town  council  says  it  may  pass  an  antidis- 
crimination law  in  defiance  of  the 
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amendment.  Aspen  leaders  have  raised 
$50,000  or  more  for  newspaper  ads  that 
tell  skiers  that  the  city  banned  discrimi- 
nation against  gays  in  1977  and  opposed 
Amendment  2.  Aspen  Skiing  Co.  is  host- 
ing a  Thanksgiving  weekend  ski-a-thon 
to  raise  as  much  as  $200,000  for  AIDS 
research.  And  the  resort's  Gay  Ski  Week 
is  still  set  for  January. 

Other  Colorado  companies  also  hope 
to  blunt  the  boycott  by  making  their 
point  of  view  known.  Denver-based 
Quark  Inc.,  which  makes  desktop-pub- 
lishing software,  says  it  will  deal  only 
with  suppliers  and  banks  that  have  non- 
disci'imination  policies.  "You  can't  pick 
on  people  and  expect  to  get  away  with 
it,"  says  Quark  Chairman  Timothy  E. 
Gill,  who  personally  donated  $40,000  to 
defeat  Amendment  2.  Quark  and  its  em- 
ployees have  given  an  additional  $75,000 
in  cash,  equipment,  and  software  to  the 
fight  against  AIDS. 

Amendment  2  is  being  fought  in  feder- 
al court  by  Denver,  Aspen,  Boulder,  and 
several  private  citizens,  in- 
cluding Aspen  resident  Mar- 
tina Navratilova,  the  lesbian 
tennis  star.  They  charge  that 
it  violates  the  equal-protection 
clause  of  the  U.  S.  Constitu- 
tion. If  that  tack  doesn't 
work,  they'll  seek  repeal  of 
Amendment  2.  But  voters 
won't  have  a  chance  to  do 
that  for  at  least  a  year.  Until 
then,  the  boycott  will  stick, 
and  Colorado's  cold  winter 
could  last  well  past  spring. 

Bi/  Sandra  D.  Atchison  in 
Den  per.  with  Karen  Thurston 
in  Atlanta 


BUCKINGHAM:  CANCELING  HIS  COMPANY'S  MOVE  TO  FORT  COLLINS 


UNUM. 
That's  who. 


UNUM.  You're  covered  by  the  nation's 
leading  disability  insurer. 

UNUM.  You  benefit  from  unequalled  risk 
management  and  rehabilitation  capabilities. 

UNUM.  Meeting  your  benefit  needs  with 
disability  plans,  specialty  employee  benefits, 
retirement  and  long  term  care  plans. 


■  \ 


You  can  count  on  what  we  know. 

UNUM  Life  Insurance  Company  of  America,  Portland,  Maine  04122 
(All  states  except  New  York) 

First  UNUM  Life  Insurance  Company,  Tarry  town.  New  York  10591 

(New  York  state  only) 

©  1992  UNUM  Corporation 

1-800-634-8026 


Others  have 
made  a  career 

pricing  their  PCs 
under  IBM. 


We  thought  we'd 
try  it  ourselves. 


Those  whose 
careers  have 
been  based  on 
underpricing  IBM 
might  do  well  to 
consider  another 
career.  The  reason 
is  PS/ValuePoint.™ 
A  family  of  comput- 
ers that  aren't  lesser 
IBMs.  But  IBMs  for 
less.  So  they  allow 
you  to  economize 
without  compromise. 

Each  PS/ValuePoint  is  engineered  with 
IBM's  unwavering  commitment  to  quality  and 
reliability.  And  rigorously  tested  to  IBM's  strin- 

Introducing 


Model  425  SX  ^Models  425  SX  and  433  DX  are  >/i-.m/i  uiili  llw FS/ValuePoini 
6314  color  monitor. 


Education  Centers. 
And  a  generous 
trade-in  program. 
Plus,  IBM  Credit 
Corporation  has 
flexible  leasing  and 
financing  packages 
to  meet  your  needs. 
That's  a  total  sup- 
port package  you 
might  not  expect 
even  on  the  most 
expensive  comput- 
ers. On  computers 


idel325T 


PS/ValuePoint 

gent  standards.  The  standards  that  have  defined 
the  computer  industry  for  years. 

The  PS/ValuePoint  family  is  fully  network- 
able  and  Novell  '-certified  for  use  with  Ethernet 
or  Token-Ring  LANs.  So  PS/ValuePoint 
not  only  preserves  your  capital  going 
in.  It  preserves  the  investments 
you've  already  made.  There's  room 
to  grow  with  five  AT  slots  and  five 
bays;  plus  IBM  also  offers  new  hard 
drives,  diskette  drives  and  upgradable  memory 
and  processors. 

And  every  PS/ValuePoint  pro- 
vides something  no  other  computer 
can  provide  at  any  cost — HelpWare,™ 
BM's  unparalleled  service  and  sup- 
port that  offers  one -year,  on-site, 
next- business-day  service!  Around- 
the-clock  assistance  by  telephone, 
bulletin  board  or  automated 
fax.  A  .30 -day  money- back 
guarantee!  Licensed 


priced  like  PS/ValuePoint,  it's  nothing  short 
of  phenomenal. 

PS/laluePoint  Features 


Models 

325T 

425  SX 

433  DX 

Processor 

386  SLC'725  MHz 

486  SX/25MHZ 
(Upgradable) 

486  DX/33MHZ 
(Upgradable) 

Monitor 

PS/2'*8511-VGA" 

PS/ValuePoinl 
6312SVGA 

PS/ValuePoint 
6312SVGA 

Memory/Storage 

2MB  RAM 
BOMB  HD 

8MB  RAM 
80MB  HD 

8MB  RAM 
120MB  HD 

Pre- installed 
Operating  System 

DOS  5  0 

OS/2'!'  2  0 

OS/2  2  0 

Price'" 

$1,299 

$1,629 

$1,999 

"325T  IS  SVGA-capable  "'IBM  prices,  dealer  prices  may  \iary 

The  PS/ValuePoint  family  from  IBM.  When 
it  comes  to  power,  quality,  service 
and  support  at  the  right  price, 
there's  one  thing  we  ve  learned. 
If  we  want  the  job  done  right,  we 
have  to  do  it  ourselves.  For  more 
information  or  an  IBM  autho- 
rized dealer  near  you,  call  our 
Personal  Systems  HelpCenter™ 
at  I  800  772-2227.**  & 


Model  433  DX^ 


*Next-business-day  response  wheri  serviced  by  IBM  or  IBM  Authorized  Per- 
sonal Systems  Servicers  Available  Monday-Friday.  8  a  m  loSpnn  in  your  time 
zone  Warranty  and  30-day  guarantee  information  available  from  IBM  and  IBM 
authorized  dealers  "In  Canada,  call  1  800  465-7999  IBM.  OS/2  and  PS/2  are 
registered  trademarks  and  PS/ValuePoint,  SLC.  HelpWare  and  HelpCenter  are 
trademarks  of  International  Business  Machines  Corporation  Novell  is  a  regis 
tered  trademark  of  Novell  Corp  The  Intel  Inside  Logo  is  a  trademark  of  Intel 
Corporation  ©  1992  IBM  Corp, 
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STATEHOUSE  SALARIES 

Bill  Clinton  didn't  just  win 
an  election,  he  won  a  nice 
raise.  As  Arkansas  chief  ex- 
ecutive, he  was  the  lowest- 
paid  governor  in  the  land. 
He'll  do  a  lot  better  as 
President,  pulling  down 
$200,000  a  year,  plus  Air 
Force  One  and  various 
other  perks.  Here  are  the 
states  that  pay  their  gover- 
nors the  most— and  the  least 
State  Salary 


[  HIGHEST 

New  York 

$130,000 

North  Carolina 

123,000 

Maryland 

120,000 

California 

114,286 

Washington 

112,000 

LOWEST 

Rhode  Island 

69,900 

North  Dakota 

67,800 

Nebraska 

65,000 

Montana 

54,254 

Arkansas 

35,000 

DATA;  COUNCIL  Of  STATE  GOVERNMENTS 

DAZZLING  SPEED 
ATKKR 


►  Kohlberg  Kravis  Roberts  is 
turning  around  a  leveraged 
buyout  in  record  time.  On 
Sept.  30,  KKR  bought  Ameri- 
can Re-Insurance  from  Aetna 
Life  &  Casualty  for  $10  a 
share.  Then,  on  Nov.  24,  KKR 
outlined  plans  to  sell  about 
25/t  of  the  reinsurer,  raising 
some  $300  million. 

If  American  Re  fetches  the 
$28  a  share  KKR  is  seeking, 
the  firm  would  be  left,  after 
dilution,  with  a  63.8%  stake 
that  soared  180'/J.  In  55  days. 


BOEING  IS  HYING 
EVEN  LOWER 


►  Not  even  an  $88  billion 
backlog  can  cushion  Boeing 
from  the  blows  of  a  deep  re- 


cession in  the  airline  industry. 
Although  it  has  had  few  out- 
right cancellations,  repeated 
requests  by  customers  to  de- 
fer deliveries  have  forced 
Boeing  to  announce  produc- 
tion cutbacks  for  the  third 
time  this  year.  By  Novem- 
ber, 1993,  the  company  says, 
it  will  reduce  production  of  its 
model  757  jets  from  8.5  per 
month  to  5.  It  plans  to  cut  767 
production  from  5  a  month  to 
4.  That  means  Boeing  will 
have  to  eliminate  about  2,500 
jobs  from  its  work  force  of 
144,000. 


THE  BIG  SIX  TAKE 
ANOTHER  HUGE  HIT 


►  The  government  has  nailed 
another  accounting  firm  in  its 
hunt  for  culprits  in  the  sav- 
ings and  loan  crisis.  On  Nov. 
23,  Ernst  &  Young  agreed  to 
pay  a  record  $400  million  to 
settle  potential  charges  that  it 
conducted  faulty  audits  of 
thrifts  that  were  later  seized 
by  the  government. 

The  settlement,  in  which 
the  giant  accounting  firm  did 
not  admit  wrongdoing,  re- 
solved all  claims  by  three  reg- 
ulatory agencies  against 
Ernst,  stemming  from  its  au- 
dits of  roughly  300  institu- 
tions that  ultimately  failed  in 
the  '80s.  The  settlement 
marks  the  latest  in  a  series  of 
hefty  payouts  by  large  ac- 
counting firms  to  resolve  dis- 
putes over  their  audit  work 
during  the  1980s.  In  the  past 


CELLU-LAW  PHONE 


You  probably  know  the  feeling. 
There  you  are,  tooling  'along  the 
highway  in  your  execu-mobile 
(equipped  with  cellular  phone, 
natch),  when  you're  seized  with 
a  sudden  desire  to  learn  just 
what  federal  tax  law  has  to  say 
about  capital-gains  distributions 
from  oil-drilling  master  limited 
partnerships  formed  on  or  be- 
fore Dec.  31,  1985.  O.K.,  so  ^ 
maybe  you  just  want  to  know  L~ 
whether  you  can  pay  off  your  parking  tickets  by  check. 

In  either  case,  if  the  highway  you're  cruising  down  is  in 
Chicago,  central  Illinois,  or  northwestern  Indiana,  you  can  dial 
*L.\W  on  your  mobile  phone  and  get  your  answer  via  the  new 
legal-information  line  from  Cellular  One,  a  cellular-service  pro- 
vider. The  cost:  $25  per  call  (eat  your  heart  out,  Alan 
Dershowitz),  plus  regular  airtime  charges.  But  now  that  we 
can  dial  up  legal  advice  along  with  sports  scores,  stock  quotes, 
and  jokes,  what's  next?  How  about  a  hotline  for  lawyer  jokes? 


two  years.  Big  Six  firms  have 
paid  $1  billion  to  settle  or  de- 
fend government  and  private 
claims. 


CHRYSLER  EXECS 
RAKE  IT  IN 


►  Chrysler  may  be  on  the 
comeback  trail,  but  while  its 
stock  is  riding  high,  the  car- 
maker's honchos  are  cashing 
in.  Ten  of  the  company's  top 
executives  in  late  October  ex- 
ercised stock  options  for  just 
over  601,000  shares  of  Chrys- 
ler stock.  They  then  sold  the 
stock,  pocketing  a  total  of 
$7.3  million. 
The  biggest  gainer  was 


Chairman  Lee  lacocca,  who 
retires  at  yearend.  He  cashed 
in  200,000"  shares  for  a  $2. 
million  profit.  President  Rob- 
ert Lutz  sold  167,733  shares 
for  a  gain  of  $1.97  million. 
And  Chief  Financial  Officer 
Jerome  York  made  $992,300 
by  selling  94,700  shares. 
Chrysler  says  the  executives 
sold  for  personal  reasons.  Be- 
cause the  sales  came  through 
newly  granted  options,  none 
of  the  executives  significantly 
pared  his  Chrysler  holdings. 


IS  THE  SOFTWARE  PRICE 
WAR  SPREADING? 


►  The  U.  S.  software  price 
war  may  be  spreading  to  Eu- 
rope. European-language  pro- 
grams usually  command  a 
20%  or  so  premium  over  En- 
glish-language versions.  But 
when  Lotus  recently  lowered 
its  prices  in  Europe,  Wall 
Street  began  worrying  that 
the  premium  would  vanish. 

Those  concerns  caused  one 
analyst  on  Nov.  23  to  trim  his 
1993  earnings  estimates  for 
Microsoft.  The  company's 
stock  promptly  dove  61/2,  to 
881/2,  before  rebounding  to 
91 1/2  on  Nov.  24.  In  a  state- 
ment, Microsoft  said  that  it  is 
studying  Lotus'  pricing  moves 
in  Europe  but  hasn't  made 
plans  to  respond. 


46  BUSINESS  V/EEK/DECEMBER  7,  1992 


TTie  execution  was  innovative 


>tiiri?d  by  nse-irdimg  die  produoiMn" " : . :  - 
y  T.umi}-.  The  resiilis  were  umovjm'e  recb  : 
mose  oeeds.  Our  etfons  were  avosed  on  imp: ;  .  - : 
ness  paviios.  m  to  pa"^nsved  ro  aiir  creir^ : 
ciresones  in  vvt!!.  Tins  k  why  rodiv  Cr " :  - . 
dioice  for  copses.  a">lor  copieis  inc : 

One  of  die  eiriiest  r-:^^'f".^  *eNeirc:. :  - . 
engmeers  added  wis d::  •    ■  ■ 


rvsfS  to  hjV:  v":'  "'^vin^ 


-  orexpe-: 
ircimeiNDO^ 
our  rehear:" 
new  wjvv 


'ibNeiv 


NT  sTNTeiiL  wmcii  ma)rponrej  our  Too^  Pa^ieoioo 
Devek^nMir  ^vvrem  wis  one  ot  die  &rsi  Nrep>  m  crejimg  our  innovanre 
NT  !i!>e  or  a">r*er>  ro  pa'^vide  cibT.  cbr  o?p:<s.  Bur  we  quickh-  rrfzec 
rji  copy  quiii}"  wis  onh"  one  parr  or  d>e  improTemsi5  b'jsr.esss  :.crc- 
ei.  Tije  :>exT  goi  wix  n?  Lniure  diir  o'ji  hisfc-vohime  copying  sTsens 
were  relubk  e5c:^r  ind  ei5v  ro  use,  rw.  A 
m  1:^  CorArire  Irx  o:  'ligH-vohnDe  N7  Copiers  trom  Cinoi 

To  eL\L^  Ttx  Corporire  Lme  copies  >Qy  up  and  iTrjr.g.  we 
'oi  o'j:  parenrec  .VT.orpbous  Siiiox!  Drum.  "Hiis  Canon  mnov::::  cl: 
~ore  Qin  n\ic?  is  long  is  convisnonal  copie  drjmx  his?i  on  copv 
vo.u:::^,  >o  v:.e-vrjLcd  nunireiaDO:  goes  down.  .\nd  snwe  prodiKmn}'  is 
-s  r.?:-_i'-.:  is  r^rnk^:  Toe  Corwrare  Line  also  kis  moedibh"  kx 
. . :  V  >?^i<  so  shon  mns  are  nxTe  efocjaiL  and  o^s  die  Lrpsr 
pip::  :-Mw:-r>  r.  die  zdiissy.  so  users  will  spend  kss  rnrs  a:  r : : " : :  ■ 

:_  . .  '■""izgsvsiisris.re:::^; , ;  .  ■. 
Ir  s  breaksroup  _.-  •  t-  ese  whidi  kive  helped  make  Cr. : :  ■ : : . 
:. -~ber  one  dioice  ror    jsr  tm  }-eirs. 


s^"sre: 


vear^L^ 


cawavro: 


:  course,  we 


\  1  cariiiugc:  pracnciii">  gi\cs 
iis::  .: ''  rave well 


0 


1 

rtridge  that's  approximately  25  percent  smaller  and  makes  more  high- 
lality  copies.  It  s  the  reason  our  PC  300  series  line  of  personal  copiers  are 
laller  and  lighter  than  ever  before.  And  the  reason  why  Canon  personal 
piers  will  continue  to  be  the  number  one  brand  for  years  to  come. 

With  the  growing  popularity  of  facsimile  machines  in  businesses 
ross  the  country,  came  also  the  desire  to  send  and  receive  better  looking 
faxes.  So  Canon  engineers  set  their  sights  on  raising  the  standards  for 
r:   faxes,  too.  Our  R&D  experts  looked  at  various  innovations 
from  other  Canon  products  to  see  if  these  tech- 
nologies could  be  applied  to  new  fax  produas. 
Combining  unrelated  breakthroughs,  such  as  the 
replaceable  cartridge  system  from  our  personal 
copiers,  and  laser  beam  prmting  from  our  desktop 
prmters,  we  created  the  foundation  for  our  Laser 

Class  plain  paper  facsimiles.  We  also  invent- 
ed the  Canon  UHQ  fax  imagmg  technolo- 
gy, which  markedly  improved  image  trans- 
mission, assunng  that  graphics,  text  and  photos 
are  sent  with  more  depth  and  clarity  than  ever 
before.  What's  more,  our  Hyper-Smoothing 
enhances  your  mcommg  faxes,  so  even  poor  quality  images  are 
improved.  All  of  these  features  can  be  found  in  our  latest 


i.  line  of  rekbk.ht^b-producttvtt)^  copying  systems. 

Its  unmatched  paper  capacity  gwes  it  the  power  to  produce  more  ^| 

copies  than  any  other  copm  m  its  class,  so  you  don't  have  to 
interrupt  lar^e  copying  projects. 


Canon  FAX-L775.  It  produces  among  the  highest  fax  image  res- 


olutions possible  on 
cut-sheet  plain  paper. 
The  FAX-L775,  just  another  reason  why  Canon  Fax  machines  have  been 
the  number  one  selling  plain  paper  facsimiles  for  three  years  running. 

When  Canon  engineers  dedicated  themselves  to  bringing  high- 
quality  color  to  business,  color  copying  was  relatively  primitive.  Canon 
Color  Laser  Copiers  brought  color  copying  into  the  next  century,  by 
producing  full-color  copies  with  picture-like  clarity  and  crisp,  black 
text.  What's  more,  they  used  our  Digital  Image  Processing  System  to 
give  users  the  ability  to  manipulate  images.  And  options  were  developed 
which  can  connect  both  the  Color  Laser  Copier  300  and  500  to  virtually 
any  color  imaging  source  from  computers  to  video.  Canon  Color  Laser 
Copiers  immediately  became  the  number  one  industry  choice,  and  they 
remam  the  standard  by  which  all  other  color  copiers  are  judged. 

Canon's  technological  leadership.  It  started  with  a  thought  and 
turned  into  products  that  became  the  market  leaders.  We  call  these  the 
produas  of  enlightened  thinking.  After  tr}'ing  them,  you'll  see  why  Canon 
is  the  number  one  source  for  office  automation.  For  more  information  call 
1-800-OK-CANON  (For  personal  copiers  1-8004321-HOP). 


Canon 


RT&LEISURE 


NOBLIA 

IN  TIME  WITH  EACH  OTHER. 

Styles  perfectly  proportioned  for  ladies  and  gents. 

JCPenney 

SELECTED  LOCATIONS 
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TRUST-BUSTING  ISN'T 

ON  BILL  CLINTON'S  SHORT  LIST 


B 


usiness  has  lots  to  worry  about  as  Bill  Clinton  pre- 
pares to  storm  Washington.  But  here's  a  cheery  bulle- 
tin: The  Clintonites  show  little  inclination  for  a  trust- 
busting  crusade.  Odds  are,  the  new  Democratic  antitrusters  at 
the  Justice  Dept.  will  be  friendlier  than  business  expects. 

The  reason,  in  a  word:  competitiveness.  "Clinton  is  more 
likely  to  welcome  cooperative  activity  among  businesses," 
says  Thomas  M.  Jorde,  a  University  of  California  at  Berkeley 
law  professor  who  has  advised  the  Clinton  team  on  antitrust. 
"He  won't  see  every  consortium  as  a 
.scheme  to  fix  prices." 

Clinton  knows  the  world  has  changed  in 
the  12  years  since  Jimmy  Carter's  ardent 
antitrusters  left  government.  In  the  glo- 
balized economy,  bigness  often  means  not 
badness  but  survival.  And  many  of  Clin- 
ton's economic  advisers  openly  admire  Jap- 
anese and  European  industrial  combines. 
"Integrating  antitrust  and  international 
competitiveness  will  be  the  trick  over  the 
next  10  years,"  says  Robert  Pitofsky,  a 
Georgetown  University  law  professor  and 
key  Clinton  antitrust  adviser.  "Market  forc- 
es are  pressing  regulators  to  think  globally." 
GREEN  LIGHT?  Clinton's  appointments  will 
signal  his  policies.  Contenders  to  head  the 
Justice  Dept.'s  Antitrust  Div.  include  Pitof- 
sky; New  York  University  law  professor 
Eleanor  M.  Fox;  Robert  M.  Danger,  a  Con 


FOX  FOR  JUSTICE'S  ANTITRUST  DIV.? 


necticut  assistant  attorney  general;  and  Stephen  M.  Axinn,  a 
New  York  attorney  with  Skadden,  Arps,  Slate,  Meagher  & 
Flom.  None  are  antitrust  zealots. 

But  the  New  Democrats  won't  merely  accept  Repu]:)lican 
laissez-faire.  "There's  no  overall  assumption  that  business  can 
do  no  wrong,"  says  NYU's  Fox.  One  likely  target  for  stepped- 
up  enforcement:  cozy  arrangements  among  suppliers,  manufac- 
turers, and  distributors.  Republican  antitrusters  usually  left  at- 
tacks on  such  "vertical  restraints"  to  private  lawsuits  and 


the  states.  Connecticut  antitrust  cop  Danger,  for  example, 
helped  lead  a  50-state  suit  against  Mitsubishi  Corp.  for  setting 
television  retail  prices  with  its  distributors  and  launched  a  sim- 
ilar multistate  suit  against  Nintendo  Co.  in  1991.  Both  compa- 
nies settled  without  admitting  wrongdoing. 

Democratic  trustbusters  also  are  likely  to  take  a  harder  look 
at  mergei's  and  price  agreements  that  could  drive  up  costs  to 
consumers.  Reagan  and  Bush  officials  rarely  challenged  mer- 
gei's  and  instead  attacked  local  bid-rigging  by  highway  contrac- 
tors, trash  haulers,  and  school  milk  sup- 
pliers. The  Dems  will  probably  pursue 
national  conspiracies,  leaving  local  ones  to 
the  states.  Clintonites  may  give  the  green 
light  to  mergers  that  aid  glol)al  competitive- 
ness, but  they  will  first  make  companies 
prove  that  a  proposed  merger  doesn't  vio- 
late laws.  Under  Reagan,  mergers  were 
routinely  approved  unless  challengers  could 
show  that  they  hurt  competition. 
DISAPPOINTMENTS.  Some  skeptics  doubt 
that  this  new  thinking  runs  deep.  Former 
Reagan  antitruster  Charles  F.  Rule  sus- 
pects that  the  Democrats'  populist  instincts 
may  overwhelm  their  competitiveness  con- 
cerns. He  fears  only  a  handful  of  high-pro- 
file mergers  might  get  approval  for  global 
reasons.  "That  will  do  significant  harm  to 
the  ability  of  American  companies  to  com- 
pete," he  says.  Indeed,  Clinton  is  being 
urged  by  party  liberals  to  be  tough.  Edward  0.  Correia,  for- 
mer chief  counsel  for  Ohio  Democrat  Howard  M.  Metzen- 
baum's  Senate  antitrust  sul)committee,  worries  that  overzeal- 
ous  support  for  ljusiness  will  chill  competition  and  raise  prices. 

But  the  liberals  are  likely  to  be  disappointed.  A  global 
perspective  seems  deeply  ingrained  in  the  Clintonites'  thinking. 
And  for  business,  always  ready  to  expect  the  worst  from 
Democrats,  that's  hopeful  news. 

By  Catherine  Yang 


CAPITAL  WRAPUP I 


HIGH  TECHHOLOGY 


In  their  fondness  foi'  industrial  policy, 
Clintonites  often  point  to  the  chip- 
making  consortium  Sematech  as  a  mod- 
el of  government-private  sector  cooper- 
ation. The  Defense  Advanced  Research 
Projects  Agency,  which  funds  Sema- 
tech, thinks  that  while  the  consortium 
may  have  helped  the  comeback  of  the 
U.  S.  semiconductor  industry,  it  hasn't 
been  very  efficient.  The  problem:  enor- 
mous capital  investment  in  research 
labs  and  a  pilot  factory,  which  one  Pen- 
tagon official  descril)es  as  "a  tremen- 
dous drain."  DARPA  officials  believe  that 
future  consortiums,  such  as  one  now 
being  set  up  to  develop  manufactur- 


ing of  flat-panel  computer  displays, 
should  focus  on  investing  in  existing  fa- 
cilities rather  than  building  new  ones. 

THE  FED 

Federal  Reserve  officials  expect  to 
get  along  fine  with  the  new  White 
House.  But  they're  worried  about  some 
of  Bill  Clinton's  congressional  allies,  es- 
pecially House  Banking  Committee 
Chairman  Henry  B.  Gonzalez.  The  Tex- 
as Democrat  has  stepped  up  his  anti- 
Fed  rhetoric.  He  also  has  introduced  a 
l)ill  ordering  videotaping  of  the  cen- 
tral l)ank's  policymaking  meetings  and 
requiring  that  the  President,  rather 
than  the  Fed  system,  appoint  the 
heads  of  regional  Fed  banks. 


TAXES 


Business  doesn't  seem  to  have  much  faith  in 
Clinton— at  least  when  it  comes  to  taxes. 

Qs  Clinton  says  that  if  his  tax  proposals  do 
not  bring  in  enough  revenue,  he  will  either 
phase  in  his  programs  more  slowly  or  cut  oth- 
er spending  to  free  up  the  funds  he  wants.  Do 
you  believe  him,  or  do  you  think  he  will  in- 
crease taxes  more  than  he  said  during  the 
campaign? 

Believe  he'll  slow  down  or  cut  other 
spending 

Think  he  will  increase  taxes 


Not  sure 


23% 
74% 

3% 


DATA  BW/IOUIS  HARRIS  8  ASSOCIATES 
POLL  Of  400  SENIOR  EXECUTIVES,  NOV  10-17 


ASHINGTON  OUTLOOK 
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Children  have  become  so  sophisticated. 
Today's  five-year-olds  always  want  the  next 
big  thing  — and  it  always  has  to  be  more 
and  more  complicated.  They  come  along 
and  they  say,  "I  gotta  have."  "If  I  don't  get,  I 
will  die!'  They  are  our  salespeople  and  their 
grandparents  are  our  best  customers. 


6i 


about  how  they  grow  up  and  what  they  play 
with.  I  think  that's  terrific.  It  makes  for  one 
world. 

I  love  to  visit  our  stores  and  listen  to  our 
customers— just  to  find  out  what  they  want. 
I  was  on  a  trip  last  week  and  I  probably 
spent  $50  out  of  my  pocket.  That's  because 


Five-year  olds  make 
ruthi  ss  custo  ers. 

J5 


They  can  refuse  their  child  anything— they 
can  refuse  a  grandchild  nothing. 

We  now  sell  virtually  the  same  toys  all 
over  the  world.  So  it  stands  to  reason,  if  all 
these  kids  are  playing  with  the  same  toys, 
how  could  they  ever  possibly  fight  with 
each  other?  There's  a  common  thread 


everything  works  with  the  American  Express® 
Card.  Hotels,  restaurants,  car  rentals— 
they  all  accept  the  Card.  So  I  don't  have  to 
walk  around  with  much  money  in  my 
pocket.  And  it's  a  great  record  of  my  trip. 

Charles  Lazarus 
C.E.O.  &  Founder,  Toys  "H"  Us 
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nternational  Business 


Cable 

engineer  in 
Suffolk:  Bf 
has  93%  of  its 
home  marketj 
but  new  rivals 
are  cutting  in 
as  the  EC 
moves  toward 
telecom 
liberalization 


BRITAIN  I 


THE  SUN  NEVER  SETS 
ON  BRITISH  TELECOM 


The  phone  giant  has  cash,  dash,  and  a  global  network  in  the  works 


At  first  glance,  British  Telecom- 
munications PLC  looks  as  if  it  has 
its  wires  crossed.  Just  six  months 
ago,  BT  ditched  a  once  promising  invest- 
ment, Canadian  equipment  maker  Mitel 
Corp.,  at  a  $200  million  loss.  Then,  in 
early  November,  it  agreed  to  sell  its  20'a 
interest  in  McCaw  Cellular  Communica- 
tions Inc.,  another  supposed  long-term 
investment.  And  Atlanta-based  Syncor- 
dia  Corp.,  a  subsidiary  that  manages  pri- 
vate communications  networks  for  big 
corporations,  has  been  slow  to  take  off. 

Despite  the.se  setbacks,  Britain's  larg- 
est telephone  company  is  hardly  in  dire 
straits.  BT  has  ambitious  plans  to  ex- 
pand, using  as  springboards  its  home- 
grown profits  and  geographic  position 
between  North  America  and  Europe. 
Iain  D.  Vallance,  49,  BT's  chairman  since 
1987,  aims  to  make  his  company  no  less 
than  the  world's  No.  1  provider  of  voice. 


data,  and  video  communications  services 
to  corporations — a  $250  billion  market  in 
which  its  leading  rivals  are  American 
Telephone  &  Telegraph  Co.  and  MCI 
Communications  Corp. 
NEW  FOCUS.  Vallance  makes  no  apolo- 
gies about  the  exits  from  McCaw  and 
Mitel:  They  didn't  fit  with  BT's  new  fo- 
cus, he  says.  An  organization  man  who 
came  up  the  ranks  from  BT's  predeces- 
sor, the  General  Post  Office,  Vallance 
has  a  clear  sense  of  how  to  reshape  the 
sprawling  company.  He  says:  "We'll 
stick  to  what  we  do  well — running  net- 
works and  offering  services  across 
them."  That  focus  is  underscored  by 
BT's  newest  venture,  a  $535  million  con- 
tract to  install  and  operate  a  private  tele- 
phone network  in  Australia  for  the  gov- 
ernment of  New  South  Wales. 

Vallance's  bold  run  for  first  place 
can't  be  easily  dismissed:  Finances  alone 


give  him  a  powerful  edge.  With  only  $ 
billion  in  debt,  and  $1.8  billion  in  cas' 
from  the  McCaw  sale,  BT  could  be  deb' 
free  by  March,  1994,  says  Laurence  I 
Heyworth,  an  analyst  with  Robert  Flerr 
ing  Securities  Ltd.  "Financially,  they'r 
the  strongest  telephone  company  in  thi 
world,"  he  says. 

To  grab  corporate  business,  BT  i 
plowing  $1  billion  into  a  state-of-the-ar 
worldwide  network  dubbed  Project  Cj 
clone.  With  facilities  in  20  of  the  world' 
largest  cities,  it  would  bypass  existini 
telephone  companies  to  provide  intr^ 
company  services  for  multinationals.  B 
is  already  setting  up  switching  center 
for  Cyclone  in  London,  Frankfurt,  Nev 
York,  and  Sydney.  Getting  regulator 
approvals  in  each  country  where  Cyclon 
is  planned  will  delay  full  operation  unt 
the  year  2003.  Nevertheless,  Cyclone  i 
putting  BT  "way  ahead  of  the  game, 
says  Roger  J.  Camrass,  a  director  o 
Arthur  D.  Little  Ltd.  in  London. 

Until  then,  BT  is  taking  on  AT&T  ani 
other  international  carriers  with  a  wid' 
array  of  services.  Syncordia,  set  up  ; 
year  ago,  will  assume  complete  contrC 
of  a  client  company's  global  telecon" 
munications,  often  by  taking  over  an  ex 
isting  in-house  network.  But  growth  ha 
been  slow,  and  competition  is  increasin} 
in  Europe  as  the  Germans  and  French 
as  well  as  the  Dutch  and  Swedes,  havi 
teamed  up  to  form  similar  ventures 
Syncordia  now  manages  networks  fo 


Dtily  four  companies,  including)'  IHM  Eu- 
rope and  BP  Chemicals  Inc. 

BT  also  owns  Tymnet,  a  low-speed 
Jala-transmission  service  it  purchased 
from  McDonnell  Douglas  Corp.  in  1989 
for  $H00  miilioii.  Tymnet  is  being  meshed 
tvith  liT's  ul)i(]uitous  Global  Network 
services,  which  provides  data  transmis- 
sion in  1,000  locations  around  the  world. 

These  global  efforts  are  being 
aunched  from  a  strong  home  base.  With 
)3'''  of  Britain's  local  and  long-distance 
Tiarket,  BT  is  expected  to  show  earnings 
)f  $4  billion  on  revenue  of  $20  billion  in 
,he  year  ending  Mar.  31.  That's  after  a 
5591  million  charge  from  the  elimination 
)f  45,000  jobs.  The  staff  cuts,  says  Yan- 
kee Group  Europe  analyst  Sean  Phelan, 
'are  all  part  of  a  long-term  plan  to  con- 
;ert  from  a  hidebound,  state-owned  mo- 
lopoly  to  a  full-service,  competitive  play- 
;r  worldwide." 

:hallengers.  bt  is  taking  a  risk,  howev- 
;r,  by  going  its  own  way  in  most  initia- 
;ives.  That  Lone  Ranger  attitude  could 
lurt  as  telecom  begins  loosening  up  in 
Europe,  where  state-owned  cartels  still 
;ontrol  most  markets.  The  European 
Commission  already  is  allowing  competi- 
;ion  in  such  niche  markets  as  videocon- 
'erencing  and  private  data  networks. 
tVhen  international  voice  calls  are  added 
;o  the  package,  Phelan's  Yankee  Group 
'oresees  a  price  war,  with  BT,  France 
Delecom,  and  Deutsche  Bundespost  Tele- 
com, as  well  as  AT&T,  MCI,  and  Sprint, 
rattling  over  big  corporate  customers. 

Bt's  gravy  train  could  also  derail  in 
Britain.  Mercury  Communications,  the 
Cable  &  Wireless  PLC  subsidiary  that 
las  been  a  feeble  competitor  in  phone 
;ervice,  has  a  new  partner.  The  purchase 
)f  20%  of  Mercury  by  BCE  Inc.,  the  big 
Canadian  telecom  group,  is  expected  to 
nake  it  a  more  formidable  foe. 

Cable-TV  companies  are  luring  away 
3T  customers,  too.  Rules  allow  them  to 
;arry  both  entertainment  and  voice  com- 
nunication.  After  a  slow  start,  cable-TV 
•ivais  now  have  400,000  customers  and 
ire  picking  off  10,000  BT  users  a  month. 
J.  S.  West  Inc.  has  joined  with  Tele- 
Communications  Inc.,  a  Colorado-based 
;able-TV  company,  as  the  biggest  player. 
'For  the  first  time  in  its  existence,  BT 
;an  see,  feel,  and  touch  challengers  in 
;he  U.  K.,"  says  Richard  Woollam,  direc- 
;or  of  the  Cable  Television  Assn.,  a  Lon- 
lon-based  trade  group. 

Since  privatizing  in  1984,  BT  has  come 
I  long  way  from  its  stodgy,  state-owned 
3ast.  But  it  still  needs  to  introduce  new 
;echnology  and  shrink  staff — without 
lurting  customer  service  in  its  now  com- 
letitive  home  market.  And  it  faces  stiff 
;ompetition  for  multinational  corporate 
;lients,  which  have  more  options  than 
British  users.  As  a  global  player,  BT  still 
las  some  connections  to  make. 

By  Paula  Dwycr  in  London 


SWITZERLAND! 


RUGGED  TERRAIN  AHEAD 
FOR  SWITZERLAND 


If  voters  reject  economic  alliances,  the  country  may  wind  up  an  outcast 


The  latest  crack  in  the  concept  of  a 
unified  Europe  may  come  on  Dec. 
6  in  Switzerland.  If  opinion  polls 
are  right,  Swiss  voters  will  turn  down, 
by  a  527f'-to-487f  majority,  their  govern- 
ment's plan  to  join  a  new  19-nation  Euro- 
pean trade  zone.  They're  also  expected 
to  reject  amendments  aligning  65  key 
Swiss  economic  laws  with  European 
Community  legislation. 

But  slamming  the  door  on  Europe 
could  prove  suicidal.  Even  a  narrow  no 
vote  could  spark  an  immediate  run 
against  the  Swiss  franc.  That  could 
touch  off  a  rise  in  interest  rates,  as  well 
as  a  sell-off  by  foreign  investors  of  blue- 


chip  Swiss  shares.  In  the  long  run,  it 
could  cause  Switzerland  to  be  locked  out 
of  the  European  Economic  Area  (EEA), 
due  to  start  up  in  mid-1993.  A  free-trade 
zone  embracing  380  million  consumers,  it 
would  combine  the  12-nation  EC  and  the 
7-nation  European  Free  Trade  Assn. 
(EFTA),  which  includes  Switzerland.  To  be 
an  outcast  would  be  a  severe  blow  to 
Switzerland,  which  derives  a  hefty  60'^ 
of  its  $225  billion  economy  from  interna- 
tional trade. 

BATH  TIME.  Perversely,  however,  the 
country's  pressing  need  to  restructure 
its  economy  is  helping  the  anti-Europe 
vote.  After  two  years  of  zero  economic 
growth,  consumer  confidence  is  at  an  all- 
time  low,  and  unemployment  is  a  record- 
high  3.59?.  Real  estate  prices  have  taken 
a  bath — plummeting  by  as  much  as  40% 
in  Geneva  since  1989.  That  fall,  along 
with  other  loans  that  have  soured,  creat- 


ed severe  problems  at  banks  such  as 
Schweizerische  Volksbank  and  the  Kan- 
tonalbank  von  Bern. 

The  malaise  is  boosting  the  fortunes 
of  such  right-wing  populists  as  Chris- 
toph  Blocher  and  his  Swiss  People's  Par- 
ty. "We  didn't  fight  foreign  domination 
for  700  years  to  give  up  our  freedom 
now,"  says  Blocher,  a  parliamentarian 
and  businessman  who  runs  specialty- 
chemical  maker  EMS-Chemie  Holding  in 
Zurich. 

Proponents  of  a  yes  vote  argue  that 
most  of  what  Blocher  predicts  will  hap- 
pen a  lot  faster  if  voters  say  no.  Rents, 
indexed  to  mortgage  rates,  will  certainly 
rise  if  interest  rates 
do.  And,  some  warn, 
unemployment  could 
([uickly  double,  to 
"'/f,  as  companies 
shift  activities  out  of 
Switzerland,  for  fear 
of  discrimination  by 
other  nations.  Al- 
ready, four  out  of 
five  employees  of 
the  top  15  Swiss 
companies  work  in 
other  countries. 

The  exodus  would 
involve  big  names.  A 
no  vote  would  make 
multinational  Nestle 
"consider  whether 
we  still  need  4,000 
employees  in  Swit- 
zerland," says  com- 
pany spokesman  Frangois-Xavier  Per- 
roud.  Already,  chemical  giant  Ciba- 
Geigy  has  set  up  a  biotech  research 
facility  in  France,  across  the  border 
from  its  Basel  headquarters.  Drug  com- 
pany Hoffmann-La  Roche  has  frozen 
nearly  $50  million  of  Swiss  investments. 

What's  more,  Switzerland's  proud  rep- 
utation as  a  haven  of  stability  could  be 
marred  by  political  and  currency  tur- 
moil. The  Swiss  government,  in  an  at- 
tempt to  calm  the  waters,  is  trying  to 
hold  on  to  its  banking  secrecy,  farm  sub- 
sidies, and  tight  immigration  rules. 

Even  so,  the  good  times  that  have 
rolled  in  Switzerland  for  the  past  50 
years  are  ending.  Unless  the  20%  of  elec- 
tors who  are  still  undecided  swing  the 
vote  to  a  last-minute  yes,  Switzerland 
could  find  itself  painfully  isolated. 

By  John  Templeman  in  Genera,  with 
Ellen  Wallace  in  Lausanne 
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A  NEW  HIGH-VOLUME  COPIER  THAT  GOES 
FROM  ZERO  TO  60  CPM  IN  JUST  4.5  SECONDS. 

Talk  about  speed  and  power.... The  new  Panasonic"  FP-6090  copier  not  only 
zaps  out  copies  from  single  originals  at  60  cpm,  it  delivers  multiple -original 
copies  at  an  impressive  55  originals  per  minute. 

This  powerhouse  offers  exceptional  value,  too. 

Like  a  20-bin  sorter  for  stapled  copies.  And 
duplex  (two-sided)  copying  capability.  Both  of 
which  are  standard— not  extra-cost  options. 

The  Panasonic  FP-6090  copier. 
Another  demonstration  of  our  approach  to 
office  automation:  creating  products  that  do 
a  little  more,  and  cost  a  little  less. 

Call  us  for  more  inff)nnation.  For  printers, 
computers,  monitors  and  peripherals,  call 
1-800-742-8086;  for  facsimiles,  copiers  and 
typewriters,  1-800-843-0080,  ext.  4015 
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CA9()5 


Let  The  Good  Times  Roll. 

It's  more  than  a  slogan  to  the 
folks  at  Kawasaki.  It's  a  philoso- 
phy And  you  can  see  it  in  every-i 
thing  they  m.ake  from  their  excit^ 
ing,  world-renowned  motorcycles 
to  their  industry-leading  |et  Ski® 
personal  watercraft. 

What  you  don't  see  are  the 
computer  systems  behind  the 
company  that  keeps  the  good 
times  rolling. 

"CA  systems  software  helps 
keep  our  company  running 
smoothly  24  hours  a  day  7  days  ' 
a  week''  says  Bob  Shepard,  EVP 
of  Information  Systems.  "It's  j 
helped  us  automate  our 
operations  and  cut  IS 
costs  significantly  while 
productivity  continues  , 
to  rise  year  after  year.  Archneaure 
To  achieve  these  'omeoos. 
goals,  Kawasaki  deploys  a  broad 
range  of  systems  software  from 
CA  including  one  of  the  most  j 
comprehensive  and  effective 
security  software  programs  ever 
developed,  CA-TOP  SECRET®  ' 
"I  don't  have  time  to  deal  with 
30  different  software  companies 
that  each  offer  only  one  or  two 
pieces  of  the 
puzzle.  As 
much  as  possi- 
ble, we  use  CA. 
Their  service 
and  support  is 
rock- solid,  their 
software  is  i 
great  and  it's  all 
backed  by  a  billion  dollar  compa- 
ny That's  what  I  like!' 

And  the  result  is  an  efficient, 
smooth-running  IS  operation? 

"Absolutely  Smooth  as  a 
Kawasaki  Ninja®  motorcycle 
carving  up  an  S  curve." 

JHsSOOAfES 

Software  superior  by  design. 

,!  Computer  Associates  International.  Inc  .  One  Computer 
Associates  Plaza.  Islandia,  NY  11788-7000  l-SOO-CALLC/' 
All  prodtict  names  referenced  herein  are  trademarks  of  thei 
respective  companies. 


Executive  Vice  President  of 
Kawasaki,  Bob  Shepard,  . 
uses  advanced  ca  systems  - 
software  TO  automate  ,.; 
operations,  slash  is  costs 

AND  boost  PRODUCTIVITY.  . 


International  Outloo 
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MEXICO:  SUDDENLY,  SALINAS 
IS  LOOKING  A  LITTLE  DEFENSIVE 


At  a  recent  cocktail  party  in  Mexico  City,  a  new  arrival 
from  Brazil  remarked  to  President  Carlos  Salinas  de 
(lortari  that  Mexico  seems  a  lot  more  stable  than  the 
[^atin  American  giant,  whose  corrupt  President  has  just  been 
impeached.  Salinas  rolled  his  eyes  heavenward,  crossed  his  tin- 
klers, and  quipped  "0;'a/d"— "God  willing." 

After  sailing  through  his  first  four  years  in  office,  Salinas  is 
finally  starting  to  run  into  some  flak— just  as  he  starts  looking 
for  a  successor  to  continue  his  economic  reforms.  A  mid-No- 
i-ember  election  in  the  liorder  state  of  Tamaulipas  erupted  in 
violent  protests  against  alleged 
vote  fraud.  At  the  same  time,  the 
hot  Mexican  economy  that  has  giv- 
en Salinas  license  to  ram  through 
his  reform  program  is  starting  to 
;'()ol  off. 

SHARPER  EYES.  The  44-year-old 
Mexican  leader  was  also  stung  by 
the  defeat  of  his  friend  George 
Bush.  Bush  gave  Salinas  a  virtual 
free  ride  by  ignoring  Mexico's 
internal  affairs.  Ti'ue,  President- 
elect Bill  Clinton  has  conditionally 
endorsed  the  North  American  Fi"ee 
Trade  Agreement  that  Salinas  ne- 
s^otiated  with  Bush.  But  Mexicans 
think  that  Clinton  may  push  Sali- 
nas to  reform  Mexico's  authoritai-ian  political  and  labor  prac- 
tices and  clean  up  its  environment— if  he  wants  to  get  NAFTA 
through  the  U.  S.  Congress.  "The  government  is  becoming 
vulnerable  to  criticism  and  pressui'e  at  home  and  abroad,"  says 
Sergio  Aguayo,  a  political  scientist. 

Increasing  scrutiny  from  up  north  has  ener-gized  Mexico's 
^ass-roots  democratic  movement,  whose  protests  have  forced 
Salinas  to  remove  four  provincial  governors  belonging  to  his 
Institutional  Revolutionary  Party  (PRI)  in  the  last  two  years. 
The  opposition  is  expected  to  turn  up  the  heat  in  five  fierce- 
ly contested  gubernatorial  elections  next  year. 


The  usually  supremely  confident  Salinas  is  already  looking 
a  trifle  defensive.  He  recently  bowed  to  opposition  demands  by 
pledging  to  work  toward  limiting  campaign  expenditures  and 
balancing  media  coverage  of  candidates.  He  also  made  a  big 
deal  of  having  his  picture  taken  for  the  new  voter  registration 
cards  aimed  at  thwarting  repeat  balloting.  But  he  took  the 
gloves  off  when  he  chucked  17  opposition  leaders  in  jail  on 
charges  of  inciting  the  election  violence. 

The  heightened  political  tension  might  make  it  difficult  for 
him  to  continue  the  fiscal  auster'ity  aimed  at  cutting  the  bal- 
looning trade  deficit  and  bringing 
down  inflation— now  running  at 
12%.  Economic  growth  has  already 
dipped  from  3.6%  in  1991  to  2.7% 
this  year.  "1993  isn't  going  to  be  an 
easy  year,"  observes  Jonathan 
Heath,  a  leading  Mexican  economic 
analyst. 

What  occurs  in  the  next  few 
months  will  undoubtedly  influence 
Salinas'  thinking  about  his  choice 
for  the  PRl's  presidential  candidate 
at  the  end  of  next  year.  If  things 
go  badly  in  Mexico  or  on  NAFTA,  he 
may  feel  pressure  fi'om  PRi  heavies 
not  to  pick  another  economic  re- 
former such  as  Finance  Secretary 
Pedro  Aspe.  Salinas  might  have  to  opt  instead  for  a  party 
insider  such  as  Luis  Donaldo  Colosio,  secretary  of  social 
development,  or  Manuel  Camacho  Solis,  mayor  of  Mexico 
City. 

While  such  a  choice  would  probably  make  foreign  investors 
nervous,  it's  not  likely  that  Mexico  can  escape  such  growing 
pains.  Following  the  model  of  Taiwan  and  South  Korea,  it  put 
political  reform  on  hold  while  it  revolutionized  its  economy. 
Now  those  Asian  countries  are  coming  to  grips  with  democ- 
racy. Mexico  can't  be  too  far  behind. 

By  Geri  Smith  in  Mexico  City 


GLOBAL  WRAPUP I 


LIBYA 


Colonel  Muammer  Qaddaffi  seems  to 
think  he  can  get  a  better  deal  fi-om 
the  Clinton  White  House  than  he  did 
from  Presidents  Reagan  or  Bush.  In  a 
speech  in  late  November,  Major  Ab- 
dulsalaam  Jalloud,  the  regime's  No.2, 
said  Libya  will  be  more  "in  harmony" 
with  the  U.S.  government.  In  recent 
days,  Qaddaffi  dumped  his  Foreign 
Minister,  Ibrahim  Muhammed  al- 
Bishari,  who  was  accused  of  being  un- 
able to  end  U.N.  economic  sanctions. 
They  were  imposed  last  April  when 
Qaddaffi  refused  to  hand  over  two 
Libyans  accused  of  involvement  in  the 
1988  Pan  Am  Lockerbie  bombing. 


Qaddaffi  also  hopes  to  stop  the  U.N. 
Security  Council  from  toughening  the 
sanctions,  which  now  include  a  com- 
mercial air  embargo,  at  yearend. 

TAIWAN 

To  the  delight  of  American  compa- 
nies, U.  S.  Trade  Representative 
Carla  A.  Hills  will  break  the  13-year 
ban  on  Cabinet-level  visits  to  Taiwan. 
Her  two  days  of  meetings  with  Tai- 
wanese trade  and  government  officials 
starting  on  Dec.  2  will  put  the  U.  S.  on 
equal  footing  with  the  Eui'opeans,  who 
have  sent  a  stream  of  top  officials  to 
Taiwan  i-ecently.  The  special  attraction 
is  Taiwan's  six-year,  $300  l)illion  plan  to 
upgrade  its  infrastructure.  U.  S.  exec- 


utives had  worried  that  if  Washington 
didn't  show  up,  for  fear  of  offending 
Beijing,  their  shot  at  winning  con- 
tracts for  Taiwan's  billions  would  be 
weakened. 

RUSSIA  

President  Boris  Yeltsin  is  having 
trouble  giving  up  the  old  Soviet 
game  in  Cuba.  The  Russians  recently 
initialed  a  new  deal  with  the  Castro 
regime  that  will  likely  boost  flagging 
oil-for-sugar  trade  by  150%,  to  $1  bil- 
lion, in  1993.  While  subsidies  will  sup- 
posedly be  eliminated,  Mo.scow  will 
keep  its  eavesdropping  facilities  and 
its  naval  base  on  the  island— and  pay 
rent  for  them. 


Learning  opens  uindous  of  opportunity.  By  investing  in  education, 
ice're  helping  more  young  people  brighten  their  future. 
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The  Choice  for  the  21st  Century? 


All  Over  The  World  This  Is  A  Syaai 

In  1867,  a  man  named  Flenri  Nestle  began 
to  build  a  food  company. 

His  name,  whicli  means  "little  nest,"  has 
since  become  synonymous  with  food,  family 
and  quality  throughout  the  world. 


.  For  Warmth,  Family  And  Shei 

Today  that  symbol  can  be  found  on  the  i 
of  many  well-known  products. 

Great-tasting  Nestle  brands  that  inclui 
Stouffers,  Contadina,  Libby's,  Taster's  Chii 
Hills  Bros,  Carnation  and  more.  I 


And  Nestle. 


1(1  thanks  to  an  unparalleled  international 


It's  also  why  this  little  bird's  nest  represents  125 


vork  of  Nestle  research  and  development    years  of  Nestle  quality  As  well  as  the  very  best, 
ers,  you  have  our  assurance  the  products 
ntroduce  in  the  future  will  be  as  good  as 
ones  we  make  today 


Makes  the  very  best. 
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I  N 


A  Question  of  Choice 


In  the  course  of  two 
generations,  nearly  every 
would-be  remedy  for  the 
nation's  education  crisis 
has  been  tried. 


Call  it  "the  permanent  crisis." 

Ever  since  the  launching  ot  the  Russian  satellite 
Sputnik  in  1957,  the  American  education  system 
has  been  in  a  state  of  permanent  revolution.  Over 
the  course  of  two  generations,  nearly  every  would- 
be  remedy  for  the  nation's  education  crisis,  trom 
the  "new  math"  to  "back  to  basics,"  has  been 
tried  -  most,  many  times  over. 

The  bad  news  is  that  it  hasn't  u'orked. 

By  now,  anyone  who  cares  about  the  future  of 
education  is  familiar  with  the  falling  test  scores, 
high  dropout  rates,  and  verbal  and  mathematical 
illiteracy  that  have  become  the  scarlet  letters  of 
America's  classrooms.  Liberals  and  conservatives 
alike  agree:  our  schools  are  failing. 

And  it  isn't  for  lack  ot  trying.  Across  the 
country,  governors  have  raised  both  taxes  and  state 
education  budgets,  sometimes  at  the  cost  of  their 
own  jobs.  By  the  end  of  the  1980s,  education 
spending,  adjusted  for  inflation,  was  one-third 
higher  than  it  had  been  at  the  beginning,  and  this 
after  its  having  climbed  by  some  40  percent  the 
decade  before.  In  Milwaukee's  troubled  public 
schools,  to  cite  just  one  example,  state  education 
funding  soared  from  $129  million  in  1980-81  to 
$310  million  in  1991-92  -  all  to  little  effect. 

What  went  wrong.' 

Brookings  Institution  social  scientists  John 
Chubb  and  Terry  Moe,  among  the  most  promi- 
nent school-reform  critics,  contend  that  this 
patchwork  of  conventional  school  reforms  simply 
"does  not  get  to  the  root  of  the  problem."  Their 
review  of  500  schools  and  22,000  students,  carried 
out  as  part  of  their  controversial  1990  study  Politics. 
Markets,  and  America's  Schools,  suggests  that  the 
blame  for  poor  academic  performance  lies  not 
with  teachers  and  classrooms  as  much  as  it  does 
with  the  calcified  institutions  -  school  boards, 
teachers'  unions,  and  administrative  superstruc- 
tures -  that  govern  them. 


THE  FAILURE  OF  SCHOOL  REFORM 

Education  journalist  Tom  Toch  offers  a  dis- 
turbing glimpse  into  this  institutional  inertia 
in  his  1991  book  In  the  Name  of  Excellence. 
Over  the  1980s,  he  points  out,  46  states  raised 
their  graduation  standards  for  science  and  mathe- 
matics in  an  effort  to  boost  student  learning.  Yet  in 
his  tour  of  schools  around  the  country,  Mr.  Toch 
found  that  "tremendous  numbers  of  students  are 
being  permitted  to  satisfy  new  graduation  require- 
ments with  a  host  of  insipid  courses  that  are 
appearing  where  requirements  have  been  raised." 

In  Florida,  for  instance,  high  school  students 
could  fulfill  their  4-year  science  mandate  without 
having  to  take  a  single  course  in  biology,  chem- 
istry, or  physics;  in  the  high  school  general  math 
sequence,  young  people  studied  nothing  but 
arithmetic  for  4  years.  Mr.  Toch  observed  simi- 
lar patterns  in  Bill  Clinton's  Arkansas,  where 
course-taking  requirements  are  nominally  among 
the  nation's  most  stringent. 

Disconcerting  as  these  watered-down  curricula 
might  be,  other  observers  contend  that  miserliness 
rather  than  miseducation  remains  the  real  prob- 
lem. "We  need  to  substantially  increase  our  fund- 
ing for  education,"  insists  the  Milwaukee-based 
advocacy  group  Rethinking  Schools.  "The  bottom 
line  is  our  schools  need  more  resources."  Jonathan 
Kozol,  the  fiery  education  critic  and  author  of  last 
year's  Savage  Inequalities,  says  that  nothing  less 
than  a  "massive"  infusion  of  money  into  urban 
schools,  to  bring  them  up  to  the  level  of  their  sub- 
urban counterparts  will  do  the  job. 

If  so,  inner-city  students  may  be  shortchangec 
for  a  long  time  to  come.  After  a  spending  boon 
in  the  1980s  that  bought  few  lasting  gains,  stab 
officials  are  increasingly  wary  of  pouring  scarce 
dollars  into  education.  And  many  states  simpb 
can't  afford  it.  As  for  sizeable  increases  in  Federa 
funding,  the  political  forecast  is  simple:  forget  it. 
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For  a  generation  of  young 
people  already  struggling 
with  their  educational 
futures,  the  debate  over 
choice  is  a  great  deal 
more  than  a  passing  fad 
or  a  political  fancy. 


ENTER  SCHOOL  CHOICE 

It's  into  this  environment  of  failed  reforms  and 
falling  resources  that  the  white  horse  of  educa- 
tional reform  -  school  choice  -  has  come  charg- 
ing. From  a  virtual  footnote  in  Republican 
party  platforms  of  the  pre- Reagan  era,  school 
choice  has  become  the  "most  prevalent  reform 
idea  of  the  1990s,"  in  the  words  of  University  of 
Wisconsin  political  scientist  John  F.  Witt. 

The  data  bear  him  out.  Already,  13  states  and 
scores  ot  local  systems  boast  school  choice  arrange- 
ments of  one  form  or  another,  with  fully  37  states 
having  considered  choice  legislation  in  1992  alone. 
And  the  numbers  keep  on  growing: 

■  Minnesota,  Massachusetts,  and  Milwaukee  -  all 
ot  which  adopted  high-profile  choice  plans  in  the 
1980s  -  continue  to  expand  coverage  under  those 
plans.  More  recently,  statewide  choice  initiatives 
have  become  the  centerpiece  of  school-reform 
efforts  in  such  bell- 
wether states  as  Califor- 
nia, Colorado,  Florida, 
and  Pennsylvania. 

■  Following  on  the 
widely  reported  success 
with  public-school 
choice  in  East  Harlem, 
New  York  City  Schools 
Chancellor  Joseph  A. 
Fernandez  announced 
in    September  that, 
beginning  next  year,  his 
office  would  allow  par- 
ents throughout  the 
Xew  ^'ork  area  to  send 
their  children  to  any 
public  school  in  the 
city's  five  boroughs  -  in  one  stroke  producing 
the  largest  urban  choice  plan  in  the  country.  School 
superintendents  in  cities  ranging  from  San 
Francisco  to  Washington,  D.C.,  and  from  Austin, 
Tex.,  to  East  Orange,  X.J..  have  proposed  com- 
parable plans  for  their  own  schools. 

■  Not  content  with  current  educational  offerings, 
communications  entrepreneur  Christopher 
Whittle  last  year  launched  his  $3.1  billion  Edison 
Project,  designed  to  create  from  scratch  1,000 
"break-the-mold"  choice  schools  by  early  in  the 
next  century.  In  a  separate  move,  the  state  of 
Calitornia  this  September  joined  Minnesota  in 
authorizing  "charter  schools"  -  learning  centers 
formed  by  parents  and  teachers  independently  of 
the  public  school  system. 

Not  all  the  news  is  good  news  for  the  advocates 
of  school  choice,  of  course.  Two  years  ago,  voters 
in  Oregon  soundly  defeated  a  proposal  to  grant  state 
tax  credits  for  private  and  home  schooling.  This 
year,  Colorado  voters  rejected  a  similar  plan,  while 
opponents  of  choice  managed  to  block  a  statewide 
choice  initiative  from  even  reaching  the  ballot 
in  California.  Nationally,  Congress  has  repeat- 
edly turned  back  attempts  to  experiment  with 


choice  arrangements  involving  private  schools. 

Still,  with  the  tidal  wave  of  activity  in  the  states, 
it's  hard  to  fault  the  enthusiasm  of  Marquette 
University  political  scientist  Quentin  Quade, 
director  ot  the  university's  new  Center  of  Parental 
Freedom  in  Education,  "There's  no  question  that 
there  is  a  tremendous  momentum  around  the  coun- 
try behind  [the  choice]  movem.ent,"  he  says.  "It's 
just  a  question  of  time  before  the  dam  breaks." 

TURNING  SCHOOLS  UPSIDE  DOWN 

To  some,  this  prospect  is  as  unwelcome  as  the 
collapse  of  the  Hoover  Dam  might  be  to  res- 
idents of  Las  Vegas  -  especially  when  private 
schools  are  involved.  Allowing  kids  to  opt  out 
of  their  neighborhood  public  school,  asserts  Chica- 
go School  Supt.  Ted  D.  Kimbrough,  is  "anti-Amer- 
ican. It  is  anti-democratic.  It  is  anti-everything  we 
stand  for  .  .  ."  It  is,  in  Jonathan  Kozol's  words,  "a 
triage  of  the  worst  kind." 

Indeed,  about  all 
that  contenders  in  the 
choice  debate  can  agree 
upon  is  the  magnitude 
of  change  implied  by 
school  choice  -  a  change 
that  would  literally  turn, 
the  infrastructure  of 
public  education  upside 
down.  They  acknowl- 
edge that,  with  rare  '. 
exceptions,  the  tradi- 
tional neighborhood- 
based  school  system 
inextricably  ties  families 
to  their  local  public 
school  -  unless  the  fam- 
ily pays  extra  for  the  privilege  of  sending  their 
children  elsewhere.  Choice  plans,  to  a  greater  or 
lesser  degree,  would  break  this  iron  link  between 
home  and  classroom,  and  thereby  set  free  the 
"captive  audience"  that  the  local  public  schools 
have  long  held. 

The  resulting  competition  for  students,  say 
proponents  of  choice,  would  bring  to  the  educatior 
system  the  diversity  and  quality  that  free  econom- 
ic markets  have  recently  brought  to  computers, 
communications  equipment,  and  cable  television. 
Opponents  charge  that  school  choice  would  do 
just  that  -  producing  academic  C-SPANs  for  the 
rich  and  the  educational  equivalent  of  "Wheel  of 
Fortune"  reruns  tor  everyone  else. 

For  a  generation  of  young  people  already  strug- 
gling with  their  educational  futures,  the  debate 
over  choice  is  a  great  deal  more  than  a  passing  fad  o^ 
a  political  fancy.  It  is,  instead,  a  roll  of  some  very 
large  dice.  School  choice  might  prove  to  be  these 
youths'  first  step  toward  intellectual  salvation  -  or  it 
might  plunge  the  most  vulnerable  among  them 
even  further  into  ignorance,  perhaps  beyond  rescue. 
It's  hard  to  imagine  a  political  choice  more  funda- 
mental -  or  consequential  -  than  that.  H 


Getting  from  point  A  to  point  B 

Anyone  who  travels  on  business  knows  how 
liaal  it  can  be.  Which  is  why  we've  made 
getting  AT&T  so  easy  Even  at  public  phones 

isn't  always  easy 

that  aren't  automatically  connected  to  AT&T. 
If  you're  calling  long  distance  and  you  don't 
hear  AT&T"  after  the  bong,  siniplv  hang  up. 

Getting  AIKT  is. 

Dial  10+ATT+O  (it's  right  on  the  back  of  your 
AT&T  Card).  You'll  be  assured  of  the  service 
vou  depend  on,  at  the  prices  vou  expect. 

Dial  10+ATT-O 

plus  the  area  code  and  number 


With  the  best  education  possible,  not  even  the  sky  will  be  the  limit 
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The  Choice  Debate 


The  choice  debate, 
at  its  most  basic  level, 
is  a  battle  for  the  soul  of 
American  education. 


The  choice  debate,  at  its  most  basic  level,  is  a 
battle  for  the  soul  of  American  education.  The  tri- 
umphant 19*^2  Democratic  platform  warns  that 
private-school  choice  of  the  type  advocated  by 
President  Bush  would  "bankrupt  the  public 
school  system  ..."  Deborah  Meier,  director  of 
the  C.entral  Park  East  school  in  New  York  City, 
an  archetype  ot  public-school  choice,  concurs. 
The  purpose  ot  proposals  like  the  President's,  she 
says,  IS  not  really  to  mcrease  parental  freedom  but 
"to  get  rid  of  public  education." 

To  some  in  business,  as  it  turns  out,  that 
would  be  just  fine.  "Blow  up  the  current  public 
education  system  ..."  RJR  Nabisco  CEc)  Louis 
V.  Gerstner,  Jr.,  urged  in  a  1990  address.  "No 
more  tinkering  at  the  margins."  David  Kearns, 
the  tormer  Xerox  CEd  who  became  Deputy 
Secretary  ot  Education  in  the  Bush  Administration, 
insisted  a  short  time  later  that  "it  is  time  [for 
busmess]  to  take  ownership  ot  the  schools."  A 
few,  like  Edison  Project  tounder  Christopher 
Whittle,  took  Mr.  Kearns  at  his  word.  "You 
have  to  have  a  West  Berlin  for  East  Berlin 
to  tall,"  he  explained  to  The  New  York  Times, 
"and  what  we're  really  doing  here  is  building 
West  Berlin." 

Comments  like  these  are  typical  ot  the  explo- 
sive rhetoric  surrounding  education  choice  -  a 
political  war  of  words  whose  emotional  decibel 
level  is  exceeded  perhaps  only  by  that  of  the 
abortion  debate.  Yet  choice  can  be  examined  on 
a  more  rational  level  as  well.  For  choice  is  apt  to 
be  neither  the  calamity  public -school  defenders 
tear  nor  the  cure-all  many  advocates  suppose.  It 
is,  rather,  as  imperfect  a  vehicle  as  free-market 
capitalism  itself  and,  like  capitalism,  is  certain  to 
have  both  positive  and  negative  effects.  To 
understand  what  choice  really  means  for 
American  education,  it's  essential  that  we  step 
back  from  the  larger  battleground  to  determine 
what  those  specific  ettects  might  be. 


THREE  KINDS  OF  CHOICE 

Choice  IS  not  a  monolithic  concept.  There  are 
many  kinds  of  choice,  and  the  details  can 
vary  widely  even  among  plans  that,  on  the 
surface,  sound  the  same.  Still,  it's  possible  to 
identify  three  major  types  ot  school  choice  that  are 
fundamentally  ditferent  from  one  another: 

■  within-district  choice,  under  which  students  are 
permitted  to  attend  any  public  school  in  the 
school  district  where  they  reside,  but  not  schools 
outside  the  district; 

■  interdistrict  choice,  in  which  students  may 
attend  public  schools  both  within  and  outside 
their  home  district;  and 

■  parochial /private -school  choice,  in  which  stu- 
dents may  attend  parochial/private  as  well  as 
public  schools. 

Under  each  arrangement,  a  family  is  allowed  to 
choose  its  child's  school,  subject  to  certain  restric- 
tions -  district  residents  may  be  given  an  enroll- 
ment preference,  for  instance,  or  transfers  into  a 
school  may  be  prohibited  if  they  upset  the  school's 
racial  balance.  In  most  public-school  plans,  fami- 
lies make  their  selection  and  accountants  merely 
shift  education  funds  among  public  schools  based 
on  enrollment  levels;  in  private-school  arrange- 
ments, families  usually  are  given  a  credit  against 
public  tax  dollars  (often  called  a  voucher)  that  can 
be  used  to  pay  part  or  all  of  the  tuition  at  any 
school  of  their  choice,  public  or  private. 

Obviously,  plans  that  offer  families  a  wider 
array  of  choices  also  move  the  public  education 
system  further  from  its  neighborhood-school 
traditions.  Resolving  the  choice  debate  therefore 
requires  deciding  not  only  whether  allowing  par- 
ents to  choose  their  children's  school  is  a  good 
idea,  but  also  how  open-ended  that  choice  should 
be.  It's  a  question,  as  the  earlier  remarks  indi- 
cate, where  common  political  ground  is  nowhere 
in  sight. 


U)  Free-Market  Educath 


FREE-MARKET 

EDUCATION 


E      R  T 


S  E 


I      0  N 


JUDGING  SCHOOL  CHOICE 

The  advocates  and  opponents  of  choice  do 
agree,  however,  on  the  standard  by  which 
school  choice  should  be  judged.  "The  ques- 
tion for  any  of  the  'choice'  programs  is 
whether  they  will  fix  what's  really  wrong  with 
America's  schools,"  says  historian  Ann  Bastian, 
author  of  Choosing  Equality :  The  Case  for 
Demoeratic  Schooling. 

Choice  proponents  contend  that  school  choice 
will  do  just  that  and  more.  Joe  Nathan,  director  of 
the  University  of  Minnesota's  Center  for  School 
Change  and  one  of  the  principal  designers  of 
Minnesota's  statewide  open-enrollment  plan,  says 
that  choice  promises  to  enhance  young  people's 
education  in  three  main  ways: 

■  By  requiring  schools  to  compete  for  students, 
choice  will  force  all  schools  to  improve  themselves 
-  or  else  risk  going  out  of  business. 

■  By  offermg  families  a  larger  voice  in  their  chil- 
dren's schooling,  choice  will  allow  them  to  select 
an  educational  program  that  better  matches  their 
children's  needs. 

■  By  making  it  possible  for  families  to  easily 
choose  a  school  other  than  their  neighborhood 
public  school,  choice  will  give  poor  and  middle- 
class  families  the  same  broader  education  options 
the  wealthy  have  always  had. 

Detractors  answer  that  these  promises,  attrac- 
tive as  they  might  sound,  are  little  more  than  illu- 
sions. In  a  widely  heralded  report  released  just  this 
October,  the  respected  Carnegie  Foundation  for 
the  Advancement  of  Teaching  concluded:  "In 
states  where  choice  has  been  introduced,  participa- 


tion  is  minimal,  and  those  parents  who  do  select  an 
alternative  school  often  make  their  decision  on  con- 
venience factors  rather  than  academic  concerns." 
While  conceding  that  a  few  school  districts  have 
been  revitalized  by  choice  programs,  the  group 
insisted  that  "many  of  the  claims  for  choice  have 
not  been  realized.  There  is  little  evidence,"  it  sai<.l, 
"that  choice  alone  will  renew  the  nation's  schools  ' 

But  the  Carnegie  researchers'  objections  go 
beyond  the  potential  educational  effects  of  choice 
More  fundamentally,  they  worry  that  choice 
might  undermine  America's  democratic  herita<4c 
Henry  VI.  Levin,  a  professor  of  education  at 
Stanford  University  who  has  been  studying  choice 
for  a  number  of  years,  has  been  troubled  by  the 
same  concerns.  Historically,  notes  Dr.  Levin, 
American  schooling  has  been  designed  to  offer  a 
"common  educational  experience"  that  will  "pro 
vide  a  common  set  of  values  and  knowledge  that  is 
needed  for  the  functioning  of  a  democratic  soci-  1 
ety."  By  contrast,  "the  very  appeal  of  the  market  | 
approach  [to  education  is]  to  create  schools  that 
will  compete  for  clientele"  -  a  step,  he  says,  that  ; 
"must  necessarily  create  a  divisive  system  of  edu- 
cation rather  than  one  that  converges  on  a  com- 
mon educational  experience." 

THE  COMMON-SCHOOL  TRADITION 

The  need  to  protect  against  this  assault  on  the 
"common-school  tradition,"  as  it's  often 
called,  is  one  of  the  most  powerful  argu-  / 
ments  against  choice,  since  there  is  no  way  1 
for  a  market-based  education  system  to  promote  • 
both  competition  and  uniformity  at  the  same 

time.  "In  a  culture  that  celebrates  the 
.  'y-:    •:       prerogatives  of  the  individual,  the 

public  schools  are  potentially  one  of 
the  most  meaningful  forces  for  social 
;  cohesion,"  argues  Bill  Honig,  i 

California's  superintendent  of  public  I 
instruction.  Publicly  supported  choice,  i 
he  insists,  "gives  up  on  achieving  such  j 
;  .'.  '"  a  consensus.  It  says,  to  each  his  own.  I 
The  net  result  would  be  one  less  unify- j 
ing  force"  in  society. 

Proponents  of  choice  don't  deny  the 
:  ■  ..        enormous  historical  contributions  of 
.        public  education,  but  contend  that  the 
-      "common  school"  that  public-school 
- '     defenders  so  eloquently  extol  disap- 
peared a  long  time  ago  -  and  might  not 
be  desirable  even  if  it  were  still  around. 

"The  public  school  has  largely 
abandoned  the  role  that  was  of  such 
central  importance"  to  early  common- 
school  advocates,  that  of  "conveying 
moral  principles  for  which  there  was  a 
societal  consensus,"  writes  Boston 
University  professor  Charles  Leslie 
Glenn,  Jr.,  former  director  of  the 
Massachusetts  Bureau  of  Equal 
Educational  Opportunity,  in  The  Myth 
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of  the  Common  School.  Today,  says  Mr.  Glenn,  few 
"values"  are  taught  as  part  of  the  public-school 
curriculum,  and  most  of  those  that  are  discussed, 
such  as  those  dealing  with  race,  gender,  and  sexu- 
ality, are  matters  over  which  there  is  no  social  con- 
sensus -  hardly  the  basis  for  building  a  unified 
society. 

Choice  supporters  say  the  common -school  tra- 
dition has  disintegrated  in  other  important  ways  as 
well.  "No  one  who  has  witnessed  the  exclusivity  oi 
[public  schools  in]  New  Trier,  Grosse  Pointe, 
Piedmont,  or  Palo  Alto  could  ever  suppose  that 
democracy  is  public  education's  most  important 
product,"  contends  John  E.  Coons,  a  law  professor 
at  the  University  of  California  at  Berkeley  and  one 
of  the  earliest  advocates  of  choice.  University  of 
Chicago  sociologist  James  S.  Coleman,  whose  pio- 
neering research  in  the  mid-1960s  helped  to  ignite 
the  equality-of-educational-opportunity  move- 
ment, concurs.  Modern-day  neighborhoods  have 
become  so  stratified  in  terms  of  race  and  income, 
he  says,  that  the  demographics  required  for  a  "com- 
mon schooling"  experience  no  longer  exist. 

hideed,  the  diversity  occasioned  by  choice 
arrangements  may  build  stronger,  more  democrat- 
ically committed  citizens  than  strict  uniformity 
does.  Boston  University's  Mr.  Glenn  calls  choice 
schools  the  "new  common  schools"  because  he 
believes  they  offer  far  more  opportunities  for 
bringing  together  kids  of  different  races  and  class- 
es than  do  the  local  schools  in  racially  and  eco- 
nomically segregated  neighborhoods. 

A  RIGHT  TO  CHOOSE? 

The  comments  of  Messrs.  Glenn,  Coon,  and 
the  others  bring  to  light  one  of  the  more 
surreal  aspects  of  the  contemporary  choice 
debate:  the  public  school  system  typically 
portrayed  and  defended  by  the  opponents  of  choice 
is  not  the  one  that  exists  in  our  cities  and  neighbor- 
hoods. Anyone  who  has  ventured  inside  today's 
public  schools  knows  that  they  provide  neither  a 
common  nor  an  equal  education,  no  matter  what 
state  curriculum  standards  might  require:  course 
offerings  vary  widely,  as  do  financial  resources, 
learning  environments,  and  the  quality  of  teaching. 

Why,  then,  the  fear  that  educational  choice 
will  undermine  the  nation's  sense  of  community? 

Some  public-school  defenders  insist  that  pub- 
licly financed  choice  will  bring  about  a  proliferation 
of  marginal,  hate-mongering  schools  and  hence 
intensify  already  smoldering  social  tensions.  With 
private-school  choice,  predicts  California's  Bill 
Honig,  "we'll  have  schools  teaching  the  Marxist- 
Leninist  view  of  history,  we  will  have  Farrakhan 
schools,  we  will  have  schools  that  teach  the  La 
Rouche  point  of  view,  and  nobody  can  do  anything 
about  it." 

Choice  proponents  counter  that  Mr.  Honig's 
claim  is  just  an  empty  scare  tactic;  government, 
they  note,  could  simply  bar  the  use  of  school  cred- 
jiits  at  any  institution  whose  course  of  ferings  did 


not  conform  to  state  or  community  standards,  as  it 
has  long  done  for  college  aid. 

Yet  nonpublic  schools  have  been  in  existence 
since  the  country's  founding,  with  few  having 
ever  promoted  sedition  or  social  divisiveness. 
Nor  have  contemporary  choice  plans  spawned  a 
wave  of  anti- American  schools.  More  often, 
they've  done  the  opposite,  contends  futurist 
Marvin  Cetron  in  Educational  Renaissance.  In 
East  Harlem,  for  instance,  start-up  choice  schools 
are  "very  much  business-as-usual.  While  giving 
students  a  solid  background  in  the  core  subjects," 
he  observes,  "most  of  the  area's  schools  have 
specialized  in  fields  from  computer  science  to  the 
performing  arts."  Even  in  Milwaukee,  with  the 
only  broad-based  private-school  choice  plan 
in  operation,  course  offerings  are  unremarkably 
mainstream. 

Civic  Equality 

Evidently,  there  must  be  deeper  reasons  for  the 
impassioned  opposition  to  choice  in  public-school 
quarters.  We  can  gain  a  hint  of  what  these  real 
concerns  might  be  by  listening  to  Sybil  Downing, 
chair  of  the  Colorado  State  Board  of  Education. 
The  battle  over  choice,  she  tells  The  New  York 
Times,  "isn't  really  about  education.  It's  about 
people  from  all  different  backgrounds  and  walks 
of  life  coming  together  and  learning  about  one 
another.  That's  how  the  country  was  built." 

Public  schools,  in  other  words,  aren't  supposed 
to  teach  democratic  values  as  much  as  they  are 
supposed  to  practice  them  -  specifically,  by  creat- 
ing an  environment  characterized  by  what  The 
New  Republic's  Mickey  Kaus  calls  "civic  equali- 
ty," in  which  all  people  have  equal  rights  and 
endowments,  no  matter  what  their  race,  gender, 
or  socioeconomic  standing.  Vlr.  Kaus  details  this 
principle  in  his  recent  book  The  End  of  Eciuality. 
in  which  he  calls  for  national  service,  reinstitution 
of  the  draft,  a  national  health  plan,  and  an  end  to 
exclusionary  residential  zoning  so  as  to  promote 
civic  equality  in  all  aspects  of  social  life. 

The  key  feature  of  these  and  other  social-mix- 
ing institutions,  Vlr.  Kaus  explains,  is  their 
implicit  message  that  "we're  all  in  this  together," 

-  that  none  in  society  can  gain  advantage  over 
their  fellow  citizens  purely  because  of  privilege  or 
power.  By  tethering  children  to  their  neighbor- 
hood schools,  the  public-school  system  is 
designed  to  foster  this  lifeboat  mentality  in  educa- 
tion, ensuring  that  all  of  a  neighborhood's  families 

-  rich,  poor,  or  otherwise  -  sink  or  swim  accord- 
ing to  the  quality  of  their  local  schools.  By  con- 
trast, because  educational  choice  makes  it  easy  for 
families  to  sever  their  ties  with  the  neighborhood 
school,  those  families  with  means,  connections,  or 
merely  determination  can  leave  their  neighbors 
and  local  schools  to  sink  while  swimming  them- 
selves for  safer  educational  shores. 

The  emotional  core  of  the  choice  debate  thus 
comes  down  to  this:  Should  families  be  permitted 
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(through  choice  plans)  to  act  on  their  oivn  to  better 
their  children's  schooling,  or  should  they  be  forced 
to  cooperate  with  other  local  parents  in  order  to 
raise  education  standards  for  the  entire  community' 
There  is  no  easy  answer  to  this  question,  since 
American  democracy  springs  from  both  individu- 
al and  communitarian  impulses.  Tommy  G. 
Thompson,  the  Republican  governor  of  Wiscon- 
sin, made  the  case  tor  the  individual  prerogative  at 
a  1989  White  House  conference.  "Parents  should 
have  a  right  to  decide  where  their  children  should 
go  to  school,"  he  asserted.  "It's  as  simple  as  that. 
Parents  are  responsible  for  overseeing  their  chil- 
li choice  is  supposed  dren's  education,  and  they,  not  State  government, 

not  school  boards,  should  decide  what  influences 
to  help  the  poor,  dominate  the  prime  hours  of  their  children's  day." 

Public-opinion  surveys  routinely  show  that  as 
how  could  it  wind  up  many  as  three-quarters  of  parents  -  including 

even  larger  percentages  of  poor  and  minority  par- 
hurting?  ents  -  agree  with  Gov.  Thompson's  view. 

But  most  public-school  defenders  do  not. 
Dr.  Ernest  L.  Boyer,  president  of  The  Carnegie 
Foundation,  cautions  that,  "when  all  is  said  and 
done,  we  dare  not  permit  the  current  choice 
debate  to  .  .  .  divert  us  from  the  urgent,  unceasing 
task  of  making  every  public  school  a  source  of 
national  strength  in  pursuit  of  excellence  tor  all." 
Some  leading  business  groups  are  equally  cautious. 
The  Business  Round  Table,  an  organization  of 
more  than  200  CEOs  from  major  U.S.  corpora- 
tions, argued  in  a  recent  policy  statement  that 
"choice  is  a  means  not  an  end.  The  end  is  better 
education  for  everyone  and  a  better  outcome  for  .  .  . 
the  nation  as  a  whole." 

A  Question  of  Equity 

In  one  sense,  though,  it's  difficult  to  take  public- 
school  defenders'  communitarian  pleadings  too 
seriously,  since  so  many  tail  to  practice  what  they 
preach.  For  example,  public-school  teachers 
nationwide  enroll  their  children  in  nonpublic 
schools  twice  as  often  as  other  parents  do;  in 
Chicago,  some  46  percent  of  public-school  teachers 
choose  nonpublic  schools  for  their  own  children 
while,  in  Milwaukee,  the  figure  is  62  percent. 

It's  behavior  like  this  that  leads  some  public- 
school  critics,  like  University  of  Massachusetts 
legal  studies  director  Stephen  Arons,  to  describe 
the  current  education  system  as  "freedom  of 
choice  for  the  wealthy,  compulsory  socialization 
for  the  rest."  In  fact,  economically  well-off  families 
now  have  nearly  as  many  educational  options  as 
they  would  under  choice,  since  most  of  these  fami- 
lies already  have  the  financial  wherewithal  to  send 
their  children  to  any  school  of  their  choosing. 

As  a  result,  say  choice  proponents,  only  the 
poor  and  middle  class  would  gain  from  choice, 
since  they  alone  are  confined  to  their  neighborhood 
schools,  unable  to  afford  private-school  tuitions  or 
the  sky-high  home  mortgages  in  the  exclusive 
neighborhoods  where  the  best  public  schools  are 
often  located.  Notes  the  University  of  Vlinnesota's 


Joe  Nathan:  "The  real  question  isn't  whether  we 
should  have  choice  in  education;  it's  whether  the 
poor  and  middle-class  should  have  the  same  free- 
dom to  choose  that  wealthier  families  have." 

While  conceding  this  goal  is  important,  many 
skeptics  worry  that  choice  would  do  just  the 
opposite  -  especially  with  plans  in  which  private 
schools  were  involved.  Such  arrangements,  charges 
Adam  Urbanski,  a  vice  president  of  the  American 
Federation  of  Teachers  (AFT),  would  produce 
a  "two-tiered  educational  system  -  nonpublic 
schools  for  those  who  could  afford  it  and  pauper 
schools  for  the  rest."  The  result  would  be  an  end 
to  "efforts  to  improve  the  schooling  of  youngsters 
.  .  .  from  economically  or  educationally  disadvan- 
taged backgrounds." 

If  choice  is  supposed  to  help  the  poor,  how 
could  It  wind  up  hurting.' 

In  three  ways,  say  choice  opponents.  First,  as 
Vice  President-elect  Al  Gore  argued  in  October's 
Vice- Presidential  debate,  is  that  private-school 
choice  plans  would  use  taxpayers'  money  to  subsi- 
dize the  educational  decisions  of  the  rich  -  decisions 
most  wealthy  families  already  make  without  gov- 
ernment aid  -  thus  worsening  the  inequities  in  the 
tax  system.  True  enough,  reply  choice  advocates, 
but  only  as  far  as  it  goes.  They  note  that  school 
credits  easily  could  be  scaled  back  or  eliminated  for 
higher  income  families,  as  they  were  in  many  of  the 
tuition  tax  credit  proposals  through  the  early  1980s. 

CHOICE  AND  THE  POOR 

A second,  more  troubling  criticism  -  one  that 
applies  to  public-  as  well  as  private-school 
choice  plans  -  is  that  poor  families  won't  be 
able  to  take  advantage  of  school  choice,  no 
matter  how  much  or  little  such  plans  might  help 
the  well-off.  Claims  the  AFT's  Bella  Rosenberg, 
assistant  to  the  organization's  president: 
"Although  choice  proponents  may  genuinely 
believe  that  this  reform  will  advance  the  interests 
of  poor  and  minority  children,  so  far  none  of  the 
choice  proposals  or  laws"  have  done  so. 

For  instance,  data  from  tour  states  with  some 
form  of  choice  (Minnesota,  Massachusetts, 
Arkansas,  and  Arizona)  indicate  that  program 
participants  are  "disproportionately  white  and 
affluent,"  according  to  a  report  from  the  New 
World  Foundation,  a  research  group.  In  St.  Paul, 
Minn.,  for  instance,  where  42  percent  of  students 
are  nonwhite,  only  1 5  percent  of  choice  partici- 
pants are  nonwhite.  And  a  study  of  choice  in  New 
York,  Chicago,  Philadelphia,  and  Boston,  con- 
ducted by  Designs  for  Change,  a  C'hicago-based 
children's  advocacy  group,  concluded  that  black 
and  Hispanic  students,  low-income  students,  and 
those  with  low  achievement  or  discipline  problems 
"have  very  limited  opportunities  to  participate  in 
popular-option  high  schools  and  programs"  in 
those  cities'  magnet-school  choice  plans. 

There  are  many  reasons  why  the  poor  might 
not  benefit  from  choice,  but  perhaps  the  most 


No  ONE  HELPS  YOU 


KEEP  IN  TOUCH  MORE  THAN  WE  DO. 


Toshiba  helps  you  keep  in  touch,  because  we  keep  in  touch  with  you. 
Understanding  that  one  of  the  lost  places  people  get  any  work  done  is  in  the 
office,  we  moke  notebook  computers  that  give  you  more  power  than  many 
desktops,  and  more  freedom  then  you  con  imagine. 

For  instance,  our  new  T4400C  has  on  incredibly  fast  i486'*0X 
microprocessor  with  200MB  hard  drive  or  i486™SX  with  1 20MB  hard  drive, 
three  hour  battery  life,  ond  the  newest  9.5"  achve  motrix  color  TFT-LCD  screen 
that  con  simultaneously  display  256  colors  at  full  640x480  resoluhon. 
It's  the  most  powerful  color  notebook  ovailoble  to  control  informahon  and 
improve  communication. 

At  Toshiba,  we  wont  you  to  be  your  most  productive,  so  you  can  keep 
in  touch  with  a  few  other  important  parts  of  your  life.  Your  family,  friends... 

In  Touch  with  Tomorrow 

TOSHIBA 


Foi  more  mloimiition  mile  loshibo  Amecim  Inlomolion  Syslems.liK  .9740  Irane  Bl»d  .livme.C*  92718  or  loll  1.800-457-77;7  i486  is  o  iiodemoik  ol  Intel  Corp 


FREE-MARKET 

EDUCATION 


Yet  assiffing  adequate 
transportation  can  (trite 
the  cost  of  choice 
tkoigh  the  roof  because 
of  the  ncrease  in  the 
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obvious  is  that  scho  r.ake 
the  uhimate  decision^  ;.      ::  ".ne 

Milwaukee  choice  program,  for  example,  no  more 
than  about  halt  oi  the  applicants  were  accepted  by 
jnv  choice  school  In  New  York  Cit\-.  notes 
Columbia  Lniversity  sociologist  Robert  Grain, 
while  SO  percent  oi  participants  apply  to  a  school 
of  choice,  halt  are  rejected  because  of  space  limita- 
tions and  must  remain  ir.  V"^    '  -  : :  ghborhood 
school.  .\nd  in  Chicago.  "  ;:y  of  applicants 

to  magnet  schools  are  turner  j^  .vn.  with  the  most 
selective  schools  accepting  only  5  to  10  percent  of 
those  seeking  admission. 

Space  Available 

\\  hen  schools  have  the  right  to  screen  applicants 
in  this  way.  choice  opponents  say.  the  poor  are 
ine\'itably  pushed  to  the  back  ot  the  line.  As  the 
Designs  ior  Change  study  disco\"ered.  "to  the  extent 
.  .  .  schools  oi  choice  are  granted  discrc" 

admining  students,  they  almost  always    ^ 

achie\-ing  and  or  well-behaved  students  and  avoid 
students  at  nsk  "  -  meaning,  most  often,  the  poor. 

Choice  supporters  say  this  just  isn't  true.  "It's 
ridiculous  to  say  that  choice  doesn't  help  the  poor." 
argues  Dr.  Nathan.  "In  most  places,  they're  the  ones 
who  have  the  most  to  gain,  because  the\-'re  most 
likely  to  be  trapped  in  some  of  our  worst  schools. " 

In  East  Harlem,  for  instance,  nearly  all  choice 
participants  ha\'e  been  poor,  and  haJl  ha\'e  been 
pvrlormmg  below  grade  level  before  they  changed 
schools.  In  Minnesota,  according  to  a  new  repon 
rrom  the  state's  department  oi  education,  all  racial 
and  ethnic  groups  outside  St.  Paul  and  Minneapolis 
"are  \irmally  proportionately  represented  among 
open -enrollment  participants.  "  .\nd  in  the  iirst  year 
oi  Milwaukee's  private-school  choice  program., 
most  participants  were  single  parent 
man\-  were  unemployed, 
and  as  a  group  were  demo- 
graphically  identical  to 
those  iamilies  that  remained 
in  neighborhood  schools. 

In  any  case,  choice  sup- 
poners  contend  that  the 
selectrvir^"  problem  is  oversta 
ed.  They  point  again  to  East 
Harlem.,  whic'h  boasts  one  oi 
longest-running  choice  pro- 
grams in  the  nation,  where 
more  than  QO  percent  oi  stu- 
dents receiN'e  their  ilrst  or  sec 
ond  choice  oi  schools.  In 
Cambridge.  Mass..  SO  per- 
cent get  their  ilrst  choice  and 
percent  one  oi  their  top  three 
selecrions  while,  in  Montclair. 
X.J..  more  than  95  percent  oi 
ilies  receive  their  first  choice. 

Even  where  stringent  space 
itations  do  exist,  these  advocates 
add.  they  needn't  be  permanent. 
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David  Boaz.  \-ice  president  of  the  Cato  Institute 
a  W  ashington.  D.C..  based  research  center,  cai.- 
the  fear  that  there  w^on't  be  enough  good  school  ? 
ior  all  students  who  apply  "perhaps  the  most 
absurd  criticism  of  education  choice.  "  Just  "walk 
down  the  street  in  [any]  capitalist  countr\-."  he 
says.  "WTien  every  iamily  has  the  ability  to  choose 
a  private  school,  we  can  count  on  entrepreneurs  .  . 
.  to  respond"  by  opening  more  schools. 

Schools  m  more  than  30  Minnesota  commvini- 
ties  have  done  just  this  in  the  past  5  years.  In  St. 
Paul,  in  particular,  the  heavy  demand  for  Montes- 
sori  education  has  led  to  a  tripling,  from  1  to  3. 
in  the  number  of  elementan."  schools  offe'ring  a 
Montessori  curriculum.  .\nd  in  New  York  City, 
when  Deborah  Meier's  popular  Central  Park  East 
school  became  oversubscribed,  the  school  district 
created  two  more  just  like  it. 

THE  iBILlHTO  CHOOSE 

N.  .".a.:.;  ..  :  .^■  nondiscriminatory  schools' 
selection  criteria  might  be  or  how  abtindant 
the  schooling  options,  the  poor  still  may 
tace  barriers  to  freely  choosing  among 
schools.  One  obvious  barrier  is  transportation. 
Only  those  famihes  "who  have  the  means  to  do 
the  driving  will  be  able  to  choose.  "  says  Iron, 
Minn.,  teacher  Judith  Pearson. 

Most  choice  supporters  recognize  this  problem 
and  recommend  ways  of  overcoming  it.  In  Cam- 
bridge, for  instance,  public  school  buses  ferry  all 
students  -  more  than  a  mile  from 

their  hon.,  _  .  :ose  a  school  "is  mean- 

ingless unless  portation  is  provided. " 

emphasizes  B  -    :      ..  .  ersity's  Charles  Gleim. 
who  helped  design  the  Cambridge  program. 
\  et  assuring  adequate  transportation  can  driv  e 
the  costs  ot  choice  through 
the  roof  because  of  the 
increase  in  the  number  of 
students  needing  trans- 
jrtation  and  the  high  cost  of 
customized  transit  routes. 
For  example.  Cambridge's 
:ransf>ortation  budget  rose 
:rom  S54.000  to  SI  .2~million 
the  first  7  years  of 

dds  some  SI.? 
.  -  :  .-ration  costs  in 
Montclair.  N.J..  according  to 
the  suburban  school  dis- 
trict's ofricials.  In  Kansas 
Citv".  which  has  one  of  the 
most  extensive  magnet - 
- .  r.  T'ol  networks  in  the 
J  _  untry.  the  transportation 
logistics  are  so  complicated 
as  one  observ^er  told  The 
hington  Post,  we  can  hav-e  a 
street  with  50  kids  living  on  it. 
and  they  can  literally  go  to  50 
different  schools." 
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Whether  you're  luiildinn  coalitions, 
planning  model  schools,  or  addressing 
public  awareness,  public  broadcasting 
gi\es  you  the  power  to  turn  \()ur  plans 
into  reality. 

How?  For  starters,  it's  the  world's 
largest  broadcasting  system.  Its  distribution 
channels  cover  96"o  of  America's  households, 
reach  more  than  29  million  students,  and 
have  the  potential  to  connect  with  nearly 
ever\'  classroom,  home,  and  work  place 
in  .\merica. 

Public  broadcasting  also  offers  tested 
products:  educational  programming  and 
tools  backed  by  more  than  30  yeai's  of  positive 
experience  in  the  classroom.  It's  teaching 
physics  in  Kentuck-},  geography  in  South 
Carolina,  reading  in  California,  and  Japanese 
in  Nebraska.  It's  e\en  training  teachers  in 
New  York  and  pnn  iding  technical  training  to 
workers  in  Detroit. 

And  it's  doing  so  with  exciting, 
innovatixe  technology,  such  as  interactive 
\'ideodiscs  and  x  ideocassettes;  computer 
networks;  two-way,  satellite-transmitted 
classes;  supplemental  teaching  guides  and 
student  learning  materials;  as  well  as  over- 
the-air  broadcasting  and  cable. 

Public  broadcasting's  combination 
of  experience,  prognunming,  technology, 
tools  — and  distribution  channels  —  can 
help  get  education  reform  off  the  ground. 

To  learn  how  public  broadcasting  can 
aid  your  education  reform  efforts,  write  to 
the  Qnpomtioii  for  Public  Broadcasting, 
P.O.  Box 5-i9.  Alexandria.  VA  22313. 
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NEC  makes  a  hard  day's  work  a  little  easier. 


Multisync®  Monitors  is  a  prime  example.  —  — . 

Their  reduced  ELF/VLF  emissions  meet  ^tt/KKKKkt^ 

the  strictest  safety  guidelines  in  the  world.  They're  ^-^^-^-^^---^^ 
flicker-free,  with  anti-glare  protection  for  less  eyestrain.  A  tilt-swivel  base 
for  less  neckstrain.  An  anti-static  screen  coating  that  eliminates  dust  and 
static  shock.  And  up-front  controls  that  are  easy  to  reach  and  use. 

It's  no  wonder  you'll  see  NEC  products  in  corporations  large 
and  small.  In  public  and  private  institutions.  In  homes  across  the  country. 
At  NEC,  we  don't  consider  our  work  done  until  we've  made  it  easier 
to  do  yours. 

For  more  information,  call  us  at  1-800-338-9549. 


Often,  a  day  at  the  office  runs  well  into 
the  night.  That's  one  of  the  reasons  NEC  places 
a  high  priority  on  user  comfort  and  safety  in  the 
development  of  new  products. 


We  call  this  people-minded  thinking  our 
ErgoDesign™  philosophy,  and  our  new  line  of 


MultiSync  is  a  registered  trademark  and  ErgoDesign  is  a  trademark  of  NEC  Technologies.  Inc. 
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Information  and  Audacity 

Equally  problematic  is  whether  the  poor  will  have 
enough  time  and  information  to  make  intelligent 
choices  about  their  children's  schools.  Many  choice 
opponents  contend  that  they  won't.  Isabel  Sawhill, 
a  poverty  scholar  at  the  Urban  Institute,  a  Wash- 
ington, D.C].,  based  research  group,  asserts  that 
"poor  families  are  often  beset  with  any  multitude  of 
problems,  making  it  difficult  for  them  to  cope  with 
the  added  responsibility  |of]  evaluating  different 
schools  ..." 

Evidence  provides  some  support  for  this  asser- 
tion. An  early  evaluation  of  Milwaukee's  magnet 
schools,  for  example,  found  that  "inner-city  par- 
ents ,  .  .  seemed  to  have  almost  no  substantive 
idea  "  of  the  magnet  schools'  "purposes,  specializa- 
tions, or  even  their  names."  Despite  the  more 
extensive  publicity  associated  with  Milwaukee's 
citywide  choice  plan,  notes  the  University  of 
Wisconsin's  John  Witte,  more  than  half  the  par- 
ents still  don't  know  about  the  choice  program. 
And  in  Chicago,  the  Designs  for  Change  research 
group  concluded,  most  poor  families  had  "little 
understanding  of  the  complexities"  of  that  city's 
magnet-school  options. 

Part  of  the  explanation  for  this  knowledge 
gap  is  what  the  Carnegie  Foundation  describes 
as  the  "hit-or-miss"  approach  that  characterizes 
most  information-outreach  efforts.  "In  most 
states  .  .  .  ,"  the  group  says,  "reliable  information 
about  school  options  is  scarce.  "  But  the  problem 
isn't  just  the  lack  of  information.  In  the  famous 
Alum  Rock,  Calif,  voucher  experiment  in  the  late 
l')60s  and  early  1070s,  researchers  distributed 
brochures  and  other  information  about  the  pro- 
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gram  throughout  the  community  over  the  course 
of  the  four  year  project.  Still,  one-fourth  of  area's 
families    predominantly  the  poor  ~  remained 
unaware  tjf  the  choice  program. 

R.  Ciary  Bridge,  a  Columbia  Teachers  College 
associate  professor  of  education  and  co-author  of 
the  Alum  Rock  evaluation,  wasn't  surprised  by 
these  results.  Many  impoverished  parents,  he  told 
The  New  York  Times,  simply  can't  make  educa- 
tional choices  for  their  children,  "which  is  why 
these  children  aren't  doing  well  in  school  to  begin 
with  .  .  ."  Education  critic  Jonathan  Kozol  agrees. 
"Even  if  a  city  could  contrive  a  way  to  get  the 
basic  facts  [about  choice  schools]  disseminated 
widely,"  he  asks,  "can  it  disseminate  audacity  as 
well?  Can  it  disseminate  the  limitless  horizons  of 
the  middle  class  to  those  who  have  been  trained 
to  keep  their  eyes  close  to  the  ground.''" 

THE  THREAT  TO  PUBLIC  SCHOOLS 

Advocates  of  choice  view  the  problems  of 
transportation  and  information  with  much 
less  alarm  than  critics  do.  In  Minneapolis/  St. 
Paul  and  many  other  communities,  for 
instance,  several  alternative  choice  schools  are 
located  in  a  single  building,  so  that  youngsters  who 
attend  different  schools  can  still  ride  the  same  bus, 
greatly  reducing  the  transportation  costs  associated 
with  choice.  For  more  conventional  school  settings, 
Washington,  D.C.,  school  superintendent  Franklin 
C.  Smith  proposes  a  dual  transportation  system  he 
believes  will  be  cost-efficient;  for  younger  children, 
an  expansion  of  the  mini -bus  fleet  now  used  to 
transport  youngsters  with  disabilities  to  specialty 
schools;  and,  for  older  children,  reimbursement  for 
the  costs  of  public  bus  and  subway  fares. 

Choice  advocates  contend  that  the  information 
problem  can  be  resolved  with  similar  creativity. 
The  private-school  choice  program  proposed  by 
choice  gurus  John  E.  Chubb  and  Terry  M.  Moe, 
for  instance,  requires  the  creation  of  local  parent 
information  centers  and  the  use  of  parent  liaisons 
in  each  school  district  to  help  families  who  need 
assistance  in  choosing  their  schools.  Massachusetts 
has  put  this  idea  to  work  in  what  even  choice 
opponents  concede  is  exemplary  fashion.  As  many 
low-income  as  high-income  families  use  the  infor-| 
mation  system  to  make  choices  about  their  chil-  i 
dren's  information  schools,  notes  Charles  Glenn,  | 
the  state's  former  equal-opportunity  director.  | 
Still  other  choice  backers  dismiss  outright  the  j 
charge  that  the  poor  are  too  disorganized  or  "too  t 
stupid"  to  make  decisions  about  their  lives  just 
because  they  happen  to  be  poor.  "That's  the  samei 
argument  people  used  when  they  tried  to  deny 
women  the  right  to  vote  in  the  early  1900s  and  to  } 
deny  African-Americans  the  right  to  vote  in  the  j 
1950s,"  recalls  the  University  of  Minnesota's  Dr.  j 
Nathan,  a  former  civil-rights  worker.  "It  was  wrong, 
then,  and  it's  just  as  wrong  today."  Franklin  Smith, 
the  Washington,  D.C.,  Superintendent,  agrees. 
"It's  unfair,"  he  says,  "to  assume  that  these  [low- 
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income]  parents  would  make  poor  choices  -  or  no 
choices    when  the  one  thing  they  have  always 
been  truly  deprived  ot  is  the  option  to  choose." 

A  Death  Sentence  for  Public  Schools? 

Despite  all  this,  what  it  some  poor  families  don't 
choose?  What  it  they  are  so  overwhelmed  by  prob- 
lems in  their  lives  that  they  simply  don't  have  time 
to  carefully  consider  their  children's  schooling 
options?  Choice  advocates'  response  is:  so  what? 
Notes  education  specialist  Jeanne  Allen  of  the 
pro-choice  Heritage  Foundation  in  Washington, 
D.C.:  "The  worst  that  could  happen  is  that  chil- 
dren for  whom  no  choice  is  made  would  be 
assigned  to  a  school  -  which  is  no  different  from 
what  occurs  today." 

This  laissezfaire  reaction  troubles  opponents 
of  choice  in  two  respects.  Skeptics  worry  that, 
unless  every  family  has  an  equal  ability  and  mcli- 
nation  to  choose  a  school,  choice  will  leave  some 
children  -  usually  the  poorest  -  stranded  at  the 
starting  line  while  others  race  ahead. 

Advocates  reply  that  we  make  no  such  guaran- 
tees in  any  other  civic  endeavor,  and  shouldn't 
attempt  to  do  so  in  education.  "We  don't  deny  some 
people  the  right  to  vote  because  their  neighbors  stay 
home  on  election  day,"  says  Doug  Bandow,  a  former 
White  House  aide  who  helped  cratt  President 
Reagan's  education  policies.  "We  don't  prevent 
ambitious  kids  from  going  on  to  college  because 
their  friends  drop  out  of  high  school.  Why  should 
we  deny  all  families,  rich  and  poor  alike,  the  right  to 
choose  their  own  school  just  because  some  parents 
are  not  willing  or  able  to  make  a  choice?" 

A  second  concern  applies  to  all  poor  parents, 
whether  or  not  they  make  a  choice:  the  claim  that 
choice  would  make  matters  worse  for  the  poor 
by  undercutting  -  even  destroying  -  public  educa- 
tion. U.S.  Sen.  Edward  Kennedy  (D-Mass.) 
charges  that  choice  has  the  potential  to  be  "a 
death  sentence  for  public  schools  struggling  to 
serve  disadvantaged  students,  draining  all  good 
students  out  of  poor  schools."  Herbert  Kohl,  the 
author  of  the  acclaimed  classroom  ethnography  36 
Children  concurs,  predicting  that  private-school 
choice  will  leave  "the  children  of  the  poorest  and 
least  empowered  .  .  .  abandoned  to  residue  schools 
that  function  as  mere  warehouses"  for  the  poor. 

Critics  assert  that  choice  could  undermine 
the  public  schools  in  either  of  two  ways.  Private- 
school  choice  clearly  could  drain  resources  -  along 
with  the  best  students  and  teachers    from  the 
public  system  altogether.  Even  choice  confined 
to  the  public  sector  might  leave  the  least  popular 
public  schools  to  ruin,  as  better  informed  and 
more  financially  able  parents  fled  for  suburban 
schools  or  high-quality  urban  magnet  schools  - 
taking  their  share  of  tax  dollars  with  them. 

A  New  Social  Darwinism 

Given  the  experience  to  date,  public-school  advo- 
cates insist  there's  reason  to  fear  the  ef  fects  of  choice: 


■  School  District  1  on  Manhattan's  predominant- 
ly black  and  Hispanic  Lower  East  Side  has  been 
losing  students  at  the  rate  of  250  per  year,  thanks 
to  the  area's  school-choice  plan. 

■  Westonka,  a  small  low-  and  middle -income 
school  district  in  Minnesota,  was  already  reeling 
economically  when  120  students  bolted  in  the  first 
two  years  of  open  enrollment,  further  slashing  the 
school's  budget. 

■  Brockton,  Mass.,  a  struggling  lower-class  com- 
munity outside  Boston,  had  to  hand  over  nearly 
$900,000  to  its  wealthier  neighbor  Avon  when 

1 10  Brockton  students  switched  schools,  plunging 
Brockton's  educational  system  closer  to  bankrupt- 
cy. At  the  same  time,  the  Hopkinton,  Vlass., 
school  district,  after  losing  nearly  4  percent  of  its 
student  body,  had  to  put  the  knife  to  remedial 
reading  and  math  programs. 

■  In  the  four  city  magnet-school  study  conducted 
by  Designs  for  Change,  researchers  found  that 
non-selective  urban  high  schools,  which  70  to  80 
percent  of  students  continued  to  attend,  were 
being  placed  "at  an  increasing  disadvantage  by  the 
reallocation  of  students,  staff,  and  resources  to 
academically  selective  schools  ..." 

The  effect  of  this  persistent  leak  in  the  public 
schools'  resource  base,  says  the  Council  of  Great 
C^ity  Schools'  Michael  Casserly,  is  to  create  "a 
new  form  of  Social  Darwinism,  where  the  fortunes 
-  and  futures  -  of  each  child  are  cast  to  the  com- 
petitive winds."  In  this  hostile  new  environment, 
VIr.  Casserly  goes  on,  "the  goal  of  each  parent 
becomes  solely  the  success  ot  his  or  her  own  child 
even  if  it  is  at  the  expense  of  someone  else's.  " 

WILL  SCHOOLS  IMPROVE? 

Advocates  ot  choice  view  this  argument  with 
barely  concealed  disdain.  "What  people 
who  claim  choice  will  bankrupt  the  public 
schools  are  really  saying  is  that  we  should 
sacrifice  poor  kids'  educations  tor  the  sake  of  pre- 
serving the  schools    many  of  which  deserve  to  be 
closed,"  maintains  Clint  Bolick,  director  of  litiga- 
tion for  the  Institute  tor  Justice,  a  Washington, 
DC,  public-interest  law  firm  that  was  instru- 
mental in  winning  court  approval  of  Milwaukee's 
choice  plan.  "The  tact  that  public  schools  may 
continue  to  miseducate  their  students  is  no  reason 
to  continue  holding  hostage  those  .  .  .  who  are  for- 
tunate enough  to  opt  out." 

Other  choice  proponents  may  be  more  politic 
than  Mr.  Bolick,  but  are  no  less  committed  to  the 
belief  that  the  well-being  of  students,  not  schools, 
should  be  educators'  primary  concern.  "I  think 
the  answer  to  anyone  who  complains  that  [choice 
schools]  are  taking  their  kids,"  says  East  Harlem 
choice  architect  Sy  Fliegel,  "is  to  ask,  'Why  are 
your  kids  choosing  to  leaver'"'  Annette  "Polly" 
Williams,  the  Wisconsin  state  legislator  who 
shepherded  Milwaukee's  choice  plan  into  law, 
otters  one  explanation.  "Ask  black  parents  and 
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There  is  a  place  ^ 
n    Hawaii   where  East/West 
relations  have  been  flowering  for  20 
years,  It's  called  JAIMS,  the  Japan-  ^ 

America  Institute  of  Management 
Science.  Fujitsu  opened  JAIMS' 
doors  in  the  U.S.  20  years  ago,  with 
a  goal  that  someday  the  other  side  of 
the  world,  whether  East  or  West,  would 
no  longer  be  considered  "foreign."  qO   JAIMS  offers  graduate- 
level  intercultural  management  programs  in  cooperation  with  the  Univer- 
sity of  Hawaii.  Including  three-month  internships  in  Japan.  Since 
its  beginning,  12,000  students  from  over  40  countries  have 
proven  we  can  cross  cultures  without  overstepping  bound- 
aries. qO   It's  this  philosophy  that  has  helped  make  us 
the  $25  billion  company  we  are  today.  And  by  making  a  place 
where  East  can  meet  West,  we  believe  paradise  can  still  be 
found.  For  more  information,  contact:  JAIMS, 

6660  Hawaii  Kai  Drive,  Honolulu,  HI  96825. 
Telephone:  (808)  395-2314. 
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:hey  will  tell  you  the  [public]  school  systems 
vent  bankrupt  in  terms  of  results  years  ago,"  she 
isserts.  "Let's  not  throw  good  money  after  bad. 
^et's  challenge  them  to  do  better." 

One  of  the  central  tenets  of  choice  is  that  the 
:ompetition  brought  about  by  the  contest  for  stu- 
ients  will  do  precisely  this,  forcing  schools  to 
mprove  themselves  or  else  face  extinction. 
'Reformers  would  do  well  to  entertain  the  notion 
hat  choice  is  a  panacea,"  John  Chubb  and  Terry 
Vloe  wrote  in  Politics,  Markets,  and  America's 
■Schools,  because  it  "has  the  capacity  all  by  itselj  to 
7ring  about  the  kind  of  transformation  that,  for 
/ears,  reformers  have  been  seeking  to  engineer  in 
nyriad  other  ways." 

loing  No  Harm 

\t  a  minimum,  Messrs.  Chubb,  Moe,  and  their 
political  allies  point  out,  choice  is  far  from  the 
)ublic-school  poison  described  by  many  ot  its 
letractors.  For  instance: 

I  At  the  same  time  as  Manhattan's  District  1  has 
est  more  than  1,000  students,  neighbormg  -  and 
;qually  impoverished  -  District  2  has  attracted 
nore  than  1,600  transferees.  Now,  District  1  is 
ighting  back,  with  an  environmental  magnet 
;chool  and  innovative,  participatory-learning  pro- 
grams. "This  is  the  way  choice  is  supposed  to 
vork,"  proclaims  The  New  York  Times. 
I  After  a  decade  of  choice,  public  schools  in 
Ilentral  Harlem's  District  5  have  won  back  6,000 
)f  the  8,000  students  they  lost  to  private  schools 
ollowing  the  fiscal  crises  of  the  1970s. 
I  In  Minnesota,  although  a  handful  of  small  dis- 
ricts  have  lost  students  and  money  since  the 
idvent  of  open  enrollment,  public-school  budgets 
n  78  percent  of  the  state's  districts  have  either 
leld  stable  or  increased. 

I  In  Cambridge,  since  the  start  of  public-school 
hoice  in  1981,  the  proportion  of  students  leaving 
he  public  schools  for  the  private  sector  has  fallen 
rom  nearly  30  percent  to  10  percent. 

ompetition's  "False  Promise" 

Vhether  choice  will  achieve  more  than  "doing  no 
larm,"  however,  is  a  proposition  yet  to  be  tested 
«  a  broad  scale.  So  far,  the  evidence  is  mixed.  On 
he  plus  side,  studies  of  magnet  schools  almost 
Iways  reveal  higher  test  scores,  greater  student 
nd  teacher  motivation,  and  higher  graduation 
ates  than  in  otherwise  comparable  neighborhood 
chools.  In  Cambridge,  in  the  wake  of  choice,  the 
■ercentage  of  students  passing  standard  mathe- 
matics, reading,  and  writing  tests  leaped  from  54 
■ercent  in  1984-85  to  87  percent  in  1987-88,  with 
tie  gap  between  white  and  minority  youths  con- 
■nuing  to  close.  In  Minnesota's  second-chance 
hoice  program,  in  which  high -school  dropouts 
re  permitted  to  return  to  a  different  school  than 
le  one  they  left,  graduation  rates  have  more  than 
oubled,  and  have  shot  up  from  6  percent  to  41 
ercent  among  the  most  troubled  kids.  And  in 
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East  Harlem,  the  most  celebrated  choice  success 
story,  the  percentage  of  students  reading  at  or 
above  grade  level  climbed  from  16  percent  in  the 
early  1970s  to  68  percent  by  the  late  1980s. 

Critics  of  choice  question  these  findings 
asserting,  for  instance,  that  magnet  schools  and 
other  choice  schools  often  absorb  a  disproportion- 
ate share  of  a  district's  resources  and  that  students 
who  participate  in  such  programs  were  already 
more  ambitious  and  motivated  than  students  who 


Stayed  behind.  But  they  reserve  their  main  ilictur- 
ical  fire  for  what  they  view  as  the  false  promise 
of  competition. 

Nowhere  has  the  competition  created  by  choice 
"ignited  a  revolution  of  school  restructuring,  parent 
engagement,  and  educational  improvement  as  its 
proponents  originally  claimed,"  insists  education 
historian  Ann  Bastian.  She  and  other  choice  oppo- 
nents point  to  early  choice  demonstrations,  like 
Alum  Rock  and  a  tuition  tax  credits  experiment  in 
Minnesota,  which  yielded  only  marginal  gains  in 
achievement.  Some  of  the  more  recent  results  are 
equally  discouraging.  The  Carnegie  report  con- 
cluded that  none  of  the  13  states  with  open  enroll- 
ment "has  yet  demonstrated  significant  educa- 
tional gains  attributable  to  choice." 

The  Carnegie  study  offers  one  possible  reason 
for  competition's  mixed  report  card:  the  fact  that 
many  parents  choose  a  school  for  reasons  other 
than  its  academic  record.  In  studies  in  Arizona, 
Iowa,  Milwaukee,  and  Minnesota,  only  one-sixth 
to  one-third  of  families  switched  schools  for  large- 
ly academic  reasons,  with  the  majority  naming 
proximity  to  home  or  work,  school  safety,  or  other 
non-academic  factors.  And  most  families  don't 
choose  at  all.  A  survey  ot  seven  states  with  com- 


Whether  choice 
will  achieve  more  than 
"doing  no  harm," 
however,  i$  a  proposition 
yet  to  be  tested  on  a 
broad  scale. 
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prehensive  open-enrollment  plans  discovered  that, 
in  no  state,  had  more  than  2  percent  of  families 
exercised  their  option  to  choose  another  school. 

FHE  EFFECTS  OF  COMPETITION 

To  proponents  ot  choice,  these  data  arc  incom- 
plete at  best  and  misleading  at  worst.  A 
Heritage  Foundation  report  argues  that  one 
of  the  explanations  for  low  participation 
rates  is  that  most  choice  plans  restrict  choices 
:ntirely  to  the  public  sector,  where  there  are  often 
Few  pronounced  academic  differences,  reducing 
parents'  incentive. to  chose.  Moreover,  almost  all 
broad-based  choice  plans  are  relatively  new,  and 
participation  levels  typically  rise  with  time.  In  the 
Mum  Rock  experiment,  for  instance,  participation 
rates  had  doubled  from  11  percent  to  22  percent 
by  the  end  of  the  program's  third  year.  And  in 
Cambridge,  where  controlled  choice  has  been  in 
force  since  1981,  fully  two-thirds  of  families  now 
select  a  non- neighborhood  school. 

Nor  are  parents'  "non-academic"  choices  nec- 
essarily irrelevant  to  school  quality.  Factors  like 
school  safety,  disciplme,  and  special-program 
Dfferings,  say  choice  advocates,  are  as  valid  -  and 
is  potentially  effective  -  as  means  ot  competition 
is  convenience  and  service  quality  are  in  the  econo- 
my's commercial  sector.  And  even  where 
icademic  concerns  aren't  the  main  rea- 
son families  se'ect  a  school,  advocates 
lote,  they're  almost  one  of  the  top 
:wo  or  three. 

But  even  if  participation  rates 
ind  academic  interest  were 
greater  than  this, 
espond  choice  oppo- 
lents,  it  wouldn't 
nake  any  difference. 
Fhe  problem,  says 
\FT  president  Albert 
ihanker,  is  that  com- 
petition just  doesn't 
vork  in  education. 
'A  school  district 
hat  loses  students 
OSes  at  most  only  the 
noney  it  takes  to  educate 
hose  students,"  he  explains.  "Many  large  urban 
listricts  have  been  losing  thousands  of  students 
iver  the  years  and  [yet]  .  .  .  have  done  little  to  stem 
he  tide." 

The  Brookings  Institution's  John  Chubb,  now 
he  head  of  the  Edison  Project's  school-design  team, 
grees  with  Mr.  Shanker  -  to  a  point  -  but  says  that 
/hen  choice  fails  to  show  an  impact  it's  usually 
lecause  competition  hasn't  been  allowed  to  work. 
The  problem  with  most  public-school-choice 
ilans,"  he  told  U.S.  News  &  World  Report  last  year, 
is  that  bad  schools  are  not  permitted  to  close  and 
cod  schools  are  really  not  permitted  to  enjoy  the 
financial  fruits  of  their  success."  Choice  opponent 
Herbert  Kohl  concedes  that  this  was  a  serious  flaw  in 


the  Alum  Rock  experiment.  "A  combination  of 
teacher  organizations  and  administrators,"  Mr.  Kohl 
says,  "made  sure  that  no  person  or  school  ~  no  mat- 
ter how  dismal  -  was  evaluated  or  forced  to  change 
or  declare  itself  out  of  business." 

And  yet,  when  school  administrators  listen  to 
the  voice  of  competition,  choice  advocates  say,  bad 
schools  do  close  -  or  else  dramatically  improve 
themselves.  In  the  first  three  years  of  East 
Harlem's  choice  program,  for  example,  unpopu- 
larity forced  three  schools  to  shut  down;  they  later 
reopened  as  successful  "theme"  schools.  In 
Central  Harlem,  tour  schools  have  closed  due  to 
falling  enrollment  -  "they  were  lousy  schools," 
Supt.  Bertrand  Brown  says.  And  Cambridge  gave 
one  poorly  performing  school  a  top-to-bottom 
overhaul;  several  years  later,  it  was  the  district's 
top-rated  school. 

IS  CHOICE  WORTH  THE  RISK? 

And  so  the  debate  goes  on.  It  is  impossible,  in 
the  brief  space  of  this  article,  to  capture  all  the 
complexities  and  variables  involved  in  judg- 
ing school  choice.  Enough  studies  and  experi- 
ments have  been  conducted  that  advocates  on  both 
sides  of  the  issue  can  find  evidence  to  support  their 
cause  -  or  to  refute  any  of  the  state- 
ments made  above.  Still,  a  few 
basic  conclusions  about  school 
choice  appear  to  be  warranted: 

At  its  core,  school  choice 
is  a  question  of  ideology,  not 
evidence. 
Researchers'  hopes  notwith- 
standing, neither  more  exten- 
sive studies  nor  new  field 
experiments  are  to 
resolve  two  of  the  most 
pivotal  issues  in  the 
choice  debate:  whether 
parents  have  the  right  to 
send  their  children  to  the 
schools  they  choose,  and 
whether  this  right  (and  the 
public  funds  to  go  with  it) 
hould  extend  to  private  as  well 
as  public  schools.  These  are  questions 
of  opinion,  not  tact,  and  until  our  society  reaches 
a  consensus  on  them,  the  choice  debate  is  apt  to 
remain  as  murky  and  contentious  as  it  is  now. 

Even  the  most  effective  choice  plans  won 't 
solve  all  our  education  problems. 
"There  is  little  evidence  that  choice  alone  will 
renew  the  nation's  schools,"  declared  the 
Carnegie  Foundation  in  its  October  broadside 
against  choice.  Unfortunately,  it  was  an  assault 
on  a  straw  army.  Aside  from  theoreticians  John 
Chubb  and  Terry  Moe,  almost  no  choice  advo- 
cate claims  that  "choice  alone  will  renew  the 
nation's  schools."  Most  advocates  go  out  of  their 
way  to  emphasize  that  choice  is  no  panacea  for 
our  education  crisis,  and  must  be  part  of  a  larger 
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package  of  school  reforms.  The  real-  and  as  yet 
unanswered  -  question  is  whether  choice  is  a 
necessary  precondition  for  the  kind  of  changes 
required  to  improve  our  nation's  schools. 

No  matter  how  well  designed  they  might 
be,  all  choice  plans  will  help  some  families  more 
than  others. 

Xo  government  program  ~  includmg  the  neighbor- 
hood public  schools  -  helps  every  user  equally,  and 
it's  hypocritical  for  opponents  to  demand  that 
school  choice  do  so.  Under  choice,  some  families 
will  make  more  active,  better  informed  decisions 
than  other  families  do,  just  as  some  families  now 
make  better  decisions  about  jobs,  housing,  and 
medical  care.  We  should  go  to  great  lengths  to 
ensure  that  poor  and  minority  families  have  an 
equal  opportunity  to  avail  themselves  of  new  edu- 
cation options,  but  we  shouldn't  deny  school  choice 
to  all  Americans  simply  because  some  families  may 
not  be  able  or  inclined  to  take  full  advantage  of  it. 

Choice  isn 't  a  money-saver;  an  equitable,  well- 
designed  choice  plan  probably  will  require  us  to 
spend  more  rather  than  less  money  on  education. 
Public -school  defenders  rightly  point  out  that 
school  improvements  can  cost  a  lot  of  money  - 
funds  that  haven't  always  been  forthcoming  in  the 
past,  in  part  due  to  the  protests  of  the  same  people 
who  support  school  choice.  But  while  the  compe- 
tition produced  by  choice  may  force  the  public 
schools  to  cut  the  fat  out  of  their  administrative 
budgets,  it  won't  entirely  short-circuit  the  need  to 
spend  more  on  our  most  troubled  schools.  In  fact, 
choice  may  impose  significant  new  costs  beyond 
those  required  for  school  improvements  -  for  trans- 
portation and  outreach  campaigns,  for  instance  - 
costs  that  must  be  met  if  choice  plans  are  to  be 
truly  equitable. 

Deriding  what  to  do  about  choice  inevitably 
involves  a  balancing  of  risks. 
There  are  no  warranties  with  regard  to  choice.  On 
the  one  hand,  it  improperly  or  hastily  implement- 
ed, choice  could  hurt  the  public  schools,  further 
isolate  the  poor,  and  in  general  reduce  educational 
opportunities  for  those  who  already  have  the  least. 
On  the  other  hand,  choice  is  hardly  being  grafted 
onto  a  flawless  public-education  system.  As  Hofs- 
tra  University's  Mary  Ann  Raywid  observes,  "the 
present  system  is  [only]  one  of  the  alternatives  for 
public  schools.  Thoughtful  questioners  .  .  .  wonder 
just  how  much  of  it  we  would  be  willing  to  choose 
today,  were  we  starting  from  ground  zero."  That's 
a  useful  reminder.  In  weighing  choice  and  its 
potential  risks,  we  need  to  compare  choice  plans 
not  to  some  idealized  system  of  public  education, 
but  to  the  public  schools  as  they  actually  exist. 

Doing  nothing  may  be  more  dangerous  than 
doing  something  —  even  if  it  isn 't  perfect. 
Short  of  a  miracle,  the  education  crisis  isn't  going 
to  go  away  any  time  soon.  Neither,  it  seems,  is  the 
choice  debate.  In  this  light,  attempting  to  sweep 
either  under  the  rug  of  rhetoric  and  superficial 
reforms  is  apt  to  be  an  unwise  option  -  for  the 
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public-school  system  as  well  as  its  customers. 
It's  worth  heeding  this  admonition  from  former 
education  journalist  Edward  B.  Fiske,  now  a  visit 
ing  scholar  at  Stanford  University.  "Unless  politi 
cal  and  educational  leaders  find  ways  to  radically 
transform  the  way  public  schools  do  business  .  . . 
he  says,  "they  will  soon  find  themselves  dealing 
with  activists  from  both  the  right  and  left  who 
are  ready  and  willing  to  scrap  the  public  school 
system"  altogether. 

An  Honorable  Service 

America's  system  of  neighborhood  public  schools 
has  served  this  country  and  its  children  honorabl) 
for  the  better  part  of  two  centuries.  No  one  can 
dispute  the  enormous  contributions  made  by 
the  "common  schools"  of  this  very  uncommon 
nation.  Public  education  has  turned  a  populace 
that  could  barely  read  into  the  most  technologi- 
cally advanced  civilization  on  earth,  a  melange 
of  diverse  and  conflicting  cultures  into  a  unified 
and  united  melting  pot,  an  untested  educational 
franchise  into  the  cornerstone  of  democracy.  We 
should  not  lightly  challenge  this  most  enduring 
of  American  social  experiments. 

At  the  same  time  -  for  our  children's  sake  as 
much  as  our  country's  -  neither  can  we  long 
ignore  the  deepening  crisis  in  our  public  schools. 
The  Carnegie  authors  concede  that  "some  schools 
are  failing  [and]  some  children  are  shockingly  ill- 
served"  by  their  neighborhood  schools,  but  the 
problem  goes  far  beyond  a  few  poor-quality 
schools.  Virtually  the  entire  urban  public  educatior 
system  is  failing  those  young  people  who  need  its 
help  the  most  -  and  matters  are  only  getting  worse. 

Whether  these  difficulties  arise  mainly  from 
unresponsive,  top-heavy  school  bureaucracies  or 
from  the  array  of  personal  and  family  troubles 
that  so  many  of  these  youngsters  bring  with  them 
to  school  is  still  hard  to  tell.  Nor  can  we  say  with 
any  certainty  how  much,  if  an^'thing,  school 
choice  might  do  to  help  cure  these  problems.  But 
this  much  seems  guaranteed;  if  the  current  choice 
debate  produces  but  a  little  "more  of  the  same"  - 
a  little  more  money,  another  round  of  traditional 
school  reforms,  a  few  more  promises  to  do  a  bettei 
job  -  tomorrow's  children  are  likely  to  be  even 
less  well-prepared  for  the  challenges  of  the  future 
than  are  the  children  of  today. 

For  young  people  looking  forward  to  rewarding 
and  challenging  careers,  this  failure  will  be  their 
failure,  a  personal  tragedy  that  will  stalk  them  all 
the  days  of  their  lives.  But  for  the  nation  as  a 
whole,  forced  to  do  business  in  the  supercompoi  i 
tive  markets  of  the  21st  century,  it  will  be  moi\ 
than  this.  It  will  be  an  academic  suicide  pact,  a 
willing  invitation  to  our  own  economic  demise.  ■ 

Writer  Kevin  Hopkins,  adjunct  senior  fellow  at  the  Hudsoni 
Imtitute.  was  the  author  of  a  previous  Business  Week  ! 
education  special  advertising  section,  " Fighting  For  Our  1 
Future:  Science  and  Math  Education  for  the  21st  Century.  '\ 
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iw  high-tech  and  R&D  outfits  are  reawakening  the  economy 


^  avaged  by  cutbacks  in  defense  and 
1^  computer  manufacturing.  New 
W  England's  nightmare  seemed  as 
ugh  it  might  never  end.  Since  1989, 
region's  six  states  have  contributed 
-third  of  all  U.  S.  job  losses.  Its  in- 
ise  in  business  failures  outstripped  all 
er  regions  in  both  1990  and  1991. 
'offs  in  those  indus- 
is  continue:  In  the 
ling  weeks,  giant 
ital  Equipment  Corp. 
xpected  to  add  near- 
10,000  to  the  pile  of 
toffs. 

kit  there's  a  surpris- 

bloom  among  the 
3m.  Out  of  the  rav- 
s  of  recession,  a  fast- 
wing  ivy  of  small 
;ware,  communica- 
is,  environmental, 

biomedical  compa- 
3  is  pulling  New 
jland  out  of  its  woe. 
ing  many  of  the  re- 
gion's casualties  anfl 
/ing  into  now-cheap- 
real  estate  vacated 

fading  businesses, 
36  high-tech  compa- 
)  are  shaping  a  vital 
'  economy— and  are 
efining  the  region's 
ire.  Massachusetts 
vitute   of  Technol- 

researcher  David 
ape,  an  expert  on 
mology  in  New  Eng- 
I,  predicts  that  it 
1  be  a  niche  econo- 

[built  on]  research 

advanced  light  man- 
luring." 

>MtAISING.  Evidence 
ew  vigor  is  starting 
how  up  in  the  num- 
>.  Over  the  past  year,  unemployment 
■Jew  England  has  fallen,  even  while 
nation's  joblessness  has  grown 
irt).  Wages,  reflecting  demand  for 
i.ed  workers,  have  risen  faster  than 
national  average  for  the  past  three 
i-s.  The  region's  battled  banks  have 
roved  their  balance  sheets  a  lot.  And 


the  housing  market  is  picking  up:  New 
housing  permits  are  running  as  high  as 
in  the  early  1980s,  and  their  growth  in 
1992  should  be  among  the  strongest  in 
the  U.  S. 

Small  startups— as  well  as  l)ig  compa- 
nies new  to  the  region— are  hiring  skilled 
workers  in  droves.  Apple,  Hitachi,  Mitsu- 


NEW  ENGLAND'S  JOB     ...AS  SOFTWARE  COMPANIES 


PICTURE  BRIGHTENS... 

NEW  ENGLAND 


KEEP  HIRING 


MIDDLE 
ATLANTIC 


SOUTH 


MIDWEST 


CHANGE  IN 

UNEMPLOYMENT 

RATE- 


WEST 


-0.5  0 
▲  PERCENT 


0.5  1,0  1.5  2.0  '85  '86  '87 
•THIBD  QUARTER  '91  TO  THIRD  QUARTER  '92     ^  THOUSANDS 

DATA:  BUREAU  OE  LABOR  STAIISTICS,  DRI/McCRAW  HILL 


bishi  Electric,  and  OKI  Electric  Industry 
have  recently  opened  major  software 
and  basic  research  facilities.  The  same 
for  drug  companies:  Germany's  BASF 
Group  and  Japan's  Eisai  Co.  have  set 
up  biotech  and  drug  research  centers. 
Biotech  startups  in  New  England  are 
drawing  huge  amounts  of  capital:  about 


$1.4  billion  in  new  equity  since  1991. 

Even  as  the  computer  manufacturers 
have  slimmed  down,  .software  companies 
have  taken  up  much  of  the  slack.  The 
number  of  software  and  related  jobs  has 
kept  rising  through  the  r-ecession.  Robert 
F.  Gurwitz,  vice-president  for  engineering 
at  environmental  software  startup  Con- 
Solve  Inc.  in  Lexington,  Mass.,  says: 
"The  biggest  pi'ohlem  for  people  in  the 
industry  is  finding  an  interesting  job, 
rather  than  finding  a  job." 

Most  of  these  software  companies  are 
hiring  peoples  who  used  to  work  at  big 
manufacturers.  Over  the  last  decade, 
Gary  H.  Geissler,  a  47-year-old  sales 
manager,  has  job-hopped  among  such  be- 
hemoths as  Comi)uter vision.  Data  Gener- 
al, and  McDonnell  Douglas  liefore  joining 
tiny  ConSolve,  as  one  of  35  employees. 

His  outlook?  "I'm  more 
upbeat  than  I've  been 
for  years,"  he  says. 
BRAIN  WORK.  Skilled 
workers  trimmed  from 
once-huge  computer 
maker  Wang  Laborato- 
ries Inc.,  now  in  Chap- 
ter 11,  have  been  gob- 
bled up  by  a  ho.st  of 
high-tech  startups.  In 
New  Hampshire,  up- 
start network  supplier 
Cabletron  Systems  Inc. 
has  hired  so  many 
Wang  workers  that  its 
employees  now  call  it 
Wang  North.  Cytyc 
Corp.  in  Marlboro, 
Mass.,  developed  its 
first  product,  a  machine 
that  scans  pap  smears 
lor  cervical  cancer,  with 
the  help  of  an  imaging 
expert  who  used  to 
work  at  Wang.  And  af- 
ter 11  years  in  Wang's 
computer  service  busi- 
ness, Fritz  Brown  found 
a  spot  as  a  project  man- 
ager at  Corporate  Soft- 
ware Inc.,  a  fast-grow- 
ing Canton  (Mass.)  PC 
software  sales  and 
ti'aining  company. 

Its  wealth  of  human 
capital  is  giving  New 
England's  transforma- 
tion a  strong  start.  New 
employers  say  the  region's  skilled  work 
force,  the  most  educated  in  the  nation, 
offers  a  powerful  inducement  to  locate 
there.  "Already,  I  can  show  our  develop- 
ment efficiency  is  better  than  in  Japan," 
says  Yoshihiko  Kadowaki,  the  Hitachi 
Computer  Products  senior  vice-president 
who  manages  the  company's  new  Wal- 
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tham  (Mass.)  software  development  cen- 
ter. The  center,  which  was  set  up  to 
(h-aw  talent  trom  the  region's  computer 
companies,  has  hired  70  people,  mostly 
durinjr  the  past  year,  and  expects  lo 
add  30  more  next  year. 

New  England  defense  conti'actors  are 
sharing  their  technical  skill  with  both 
small  and  large  comjianies.  When  medi- 
cal startup  PracSys  Inc.  sought  software 
assistance  f(jr  its  first  product,  a  novel 
medical  scanner,  it  received  offers  of 
free  help  from  defen.se  contractors  look- 
ing to  give  their  programmers  experi- 
ence they  could  apply  to  commercial 
work.  And  over  the  i)ast  15  months, 
Samuel  H.  Fuller,  dec's  vice-president 
for  research,  has  trekked  three  times 
to  Lincoln  Lal)oratory,  a  MlT-run  defense 
research  complex,  for  talks  on  joint  proj- 
ects. "In  the  10  years  prior,  I'd  never 
l)een  there  at  all,"  says  Fuller. 

New  England's  venture-capital  ties 
and  t«p-notch  universities  are  also  giving 
its  economy  a  boost.  Venture  Founders 
Corp.  and  Zero  Stage  Capital  Co.  are 
l)Oth  beginning  new  funds  for  small 
startups— their  first  since  1989.  And 
MIT's  record  of  generating  six  new  com- 
l)anies  a  year  has  not  slowed  since  it 
began  li'acking  spin-offs  in  1986. 
TOO  SMART?  There's  even  a  silver  lining 
to  the  New  England  office  glut.  Just 
ask  Route  128  office-park  magnate 
James  L.  McKeown.  His  West  Cum- 
mings  Park  a])pearefl  headed  for  tr-ouble 
after  four  i)ig  tenants  vacated  two  of 
six  buildings  last  year.  McKeown 
trimmed  i-ents,  and  that  space  anfl  more 
was  snapped  up— by  55  different  compa- 
nies. The  park's  occupancy  rate  has  re- 
bounded, to  86%  now  from  77%  in  1989. 
"We're  seeing  a  lot  of  activity  from  med- 
ical labs,  biotech  labs,  and  R&D  labs," 
says  McKeown.  "Space  is  less  expen- 
sive, and  the  ideas  are  still  there." 

Some  economists,  however,  worry 
that  New  England  cannot  fully  regain 
the  Inioyancy  of  the  1980s  with  an  econ- 
omy driven  mainly  by  R&D.  "New  Eng- 
land needs  to  guard  against  the  intellec- 
tual arrogance  that  says:  'We're  so 
smart,  we'll  recover  with  brain  power,' " 
argues  Paul  E.  Harrington,  associate  di- 
rector at  Northeastern  University's  Cen- 
ter for  Labor  Market  Studies.  Manufac- 
turing jobs  in  defense  and  computers 
were  the  biggest  .source  of  gi'owth  in 
the  1980s.  But  with  wages  and  housing 
costs  still  high,  compared  with  other 
parts  of  the  country,  comjjanies  aren't  lo- 
cating theii'  manufacturing  operations  in 
New  England.  That  may  i)ut  a  real  ca]) 
on  future  growth. 

Still,  the  lesson  of  New  England  is 
one  that  the  rest  of  the  country  can 
learn:  A  strong  ba.se  in  skills,  knowl- 
edge, and  innovation  is  the  best  bet  for 
invigorating  an  ailing  economy. 

By  Gary  McWilUuma  in  Boiiton 
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MacDONOUGH  WILL  DIRECT  STRATEGY  AND  TRY  TO  IMPROVE  ADS-HIS  STRONGEST  SUIT 


NOW,  IT'S 

JACK  MacDONOUGH  TIME 


The  man  behind  Bud's  market-share  grab  is  out  to  revive  Miller 


Jack  N.  MacDonough  was  prepared 
for  the  worst  when  he  walked  into 
August  A.  Busch  Ill's  office  in 
Sejitember.  After  all,  what  he  was  about 
to  tell  the  chairman  of  Anheuser-Busch 
Cos.  was  tantamount  to  treason  in  the 
take-no-prisoners  world  of  selling  beer. 
MacDonough— the  AB  marketing  vete- 
ran responsible  for  the  legendary  "This 
Bud's  For  You"  campaign— had  accepted 
the  job  of  president  and  chief  operat- 
ing officer  of  archrival  Miller  Brewing 
Co.  It  was  a  safe  bet,  MacDonough 
knew,  that  AH's  steely  CEO  would  not 
take  the  news  well. 

As  it  turned  out,  the  meeting  with 
Busch  was  "very  professional,"  Mac- 
Donough says.  People  close  to  the  nego- 
tiations say  Busch  even  tried  to  top 
Miller's  offer  to  prevent  MacDonough 
from  fleeing  the  AB  family.  I^amily,  of 
course,  was  precisely  the  problem,  how- 
ever. After  15  years  at  AB,  it  was  in- 
creasingly clear  that  MacDonough's  ca- 
reer path  was  blocked  by  the  frothy 
rise  of  Busch's  28-year-old  son,  August 
A.  Busch  IV— now  in  charge  of  the  Bud- 


weiser  brands  and  odds-on  favorite 
the  top  spot.  As  MacDonough  joked 
fi-iends  latei",  had  the  elder  Busch  ask 
"What'll  it  take  to  keep  you?,"  M 
Donough  would  have  had  only  one  rep 
"Add])!  mr." 
FRAYED  RELATIONSHIP.  MacDonough,  i 
could  end  up  wishing  he  had  explor, 
that  option.  The  Miller  he  took  over  f 
es  a  world  of  prol)lems.  On  Nov.  \ 
three  weeks  after  announcing  a  4! 
plunge  in  third-quarter  earnings,  to  \ 
million— the  brewei-  said  it  would  lay 
400  production  workers  on  top  of  a  H 
cut  in  salaried  employees.  Beer  sh 
ments,  too,  hit  the  skids,  sliding  neai 
9%  during  the  (juarter  in  the  biggc 
drop  since  1983.  The  Lite  brand,  whi 
represents  about  half  of  Miller's  $4  1 
lion  in  sales,  continues  to  lose  ground 
a  bruising  battle  with  Bud  Light  a 
Coors  Light.  And  Miller's  relations! 
with  its  wholesaler  network  has  fray 
badly,  partly  over  charges  that  t 
l)rewer  has  forced  distributors  to  ta 
on  too  much  inventory. 

It  is  the  fervent  hope  of  Philip  Mor 
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OS.,  Miller's  parent,  that  MacUonouf^h 
m  revive  the  flailing  brewer.  He  wa.s 
ipped  for  his  marketing  expertise, 
hich  was  never  the  strong  suit  of  his 
redecessor,  Warren  H.  Dunn.  An  at- 
>rney  who  came  up  through  Miller's 
gal  department,  Dunn  remains  CFA). 
ut  MacDonough  will  direct  day-to-day 
jerations.  "Jack  knows  the  innermost 
icrets  of  Anheuser-Busch,"  laments  Mi- 
lael  J.  Lamonica  Sr.,  a  former  Anheu- 
!r  executive  who  is  now  an  AB  whole- 
iler.  "That's  why  he's  such  a  valuable 
)mmodity."  Anheuser-Busch  officials 
ould  not  comment  for  this  story. 

Before  MacDonough  took  over  An- 
juser's  international  marketing  in  ear- 

1991,  he  ran  marketing  for  AB's  core 
.  S.  beer  unit.  He  served  on  the  elite 
immittee  that  sets  overall  strategy  for 
le  brewer  and  was  widely  considered 
16  of  AB's  smartest  executives.  During 
le  1980s,  a  period  when  AB  sealed  its 
dustry  dominance,  MacDonough  was 
16  of  the  generals.  He  helped  to  design 
16  much-lauded  strategy  of  flooding  lo- 
ll markets  with  promotions  ranging 
om  Bud-sponsored  chili  cook-offs  to 
lonsorships  of  professional  sports 
lams. 

The  question  is  whether  he  can  stop 
3's  relentless  ad- 
mce  now  that  he 
ays  for  the  other 
de.  In  the  past 
icade,  Miller's  mar- 
•t  share  has  stayed 
it  at  22%,  while  An- 
!user  has  advanced 
■lartly,  from  33%  to 
•out  46%  (chart), 
ith  twice  the  size, 
aheuser  has  twice 
e  efficiency  in 
erything  from  pro- 
ction  to  advertising. 
acDonough  insists 
has  a  promise  from 
lilip  Morris  that  he 
1!  be  given  the  re- 
urces  to  compete, 
it  some  doubt  Philip 
Drris'  commitment, 
[iller  is  in  deep  trouble,"  says  industry 
nsultant  Robert  S.  Weinberg.  "The 
Id  card  is  how  tight  with  the  pencil 
iilip  Morris  will  be." 
A  native  Midwesterner,  MacDonough 
is  a  young  recruit  to  marketing.  His 
e  father,  who  spent  his  early  years 
iring  as  a  vaudeville  comedian,  headed 
)redecessor  of  Chicago's  Tatham  euro 
X  ad  agency.  After  earning  an  MBA  at 
an  ford  University,  MacDonough  be- 
ne a  marketing  manager  for  General 
ills  Inc.  In  the  mid-1970s,  he  scored 
;  first  big  coup  when  he  introduced 
i  nation  to  granola  bars. 
In  1977,  he  jumped  ship  to  join  AB 
it  as  the  beer  wars  were  escalating. 


MIILER: 
LIGHT  ON  GROWTH 


ANHEUSER 
BUSCH 


A  TOUL  SHIPMENTS,  MILLIONS  OF  BARRELS 
•BEGINNING  MARKB  SHARE  "ENDING  MARKET  SHARE 
DATA:  R  S  WEINBERG  i  ASSOCIATES 


MacDonough  stood  out  among  a  group 
of  young  turks  and  was  soon  promoted 
to  manage  the  aging  Budweiser  brand. 
His  two-pronged  strategy:  While  "This 
Bud's  For  You"  targeted  Bud's  core  blue- 
collar  crowd,  MacDonough  also  went  af- 
ter younger  drinkers  with  offl^eat  ads  on 
shows  such  as  Saturday  Night  Live. 
THRILL-SEEKER.  He  also  fostered  an  ul- 
tra-aggressive style  that  became  known 
in  the  industry  as  guerrilla  marketing. 
When  the  now-defunct  Jos.  Schlitz  Brew- 
ing Co.  won  sponsorship  of  the  1980 
Olympics  in  New  York's  Lake  Placid, 
for  instance,  MacDonough  took  the  offen- 
sive. For  two  months  before  the  games, 
he  ran  Budweiser  ads  featuring  the  U.  S. 
bobsled  team,  making  it  seem  as  if  AB 
were  the  Olympic  sponsor.  The  ads  were 
a  hit  for  both  AB  and  MacDonough,  who 
at  one  point  hopped  a  ride  on  the  team's 
bobsled.  "I'm  probably  the  only  person 
at  Lake  Placid  ever  to  go  down  the  run 
in  a  suit,"  he  jokes. 

The  truth  is,  MacDonough  is  a  thrill- 
seeker  at  heart.  During  the  late  1970s, 
before  he  married  his  current  wife  and 
had  a  son,  he  tooled  around  St.  Louis  in 
a  shiny  Lotus  and  frequented  the  city's 
club  scene.  Bar  owner  Paul  Runyon,  an 
old  friend,  says:  "He  had  the  first  hot 
tub  I  ever  saw."  Mac- 
Donough has  mel- 
lowed, but  the  lanky 
exec  still  entertains 
himself  by  flying 
stunts  in  an  acrobatic 
airplane. 

He'll  need  some 
quick  maneuvers  at 
Miller  —  especially 
when  it  comes  to  Lite. 
Competition  among 
low-calorie  beers  has 
knocked  5%  off  Lite's 
share  since  1990.  And 
poor  advertising— in- 
cluding Leo  Burnett 
Co.'s  widely  derided 
slogan,  "It's  It.  And 
That's  That"-hasn't 
helped.  MacDonough 
insists  he  won't  dump 
Burnett,  which  won  the  $100  million  Lite 
account  last  year.  But  the  troublesome 
situation  will  test  what  many  say  is  his 
biggest  strength:  inspiring  agencies  to 
excel.  "He's  able  to  communicate  strate- 
gic thinking  to  creative  people  and  bring 
the  advertising  to  life,"  says  Ron  Bess  of 
Bayer  Bess  Vanderwarker. 

Needless  to  say,  MacDonough  is  on 
the  spot.  He  jokes  that  jumping  from 
Anheuser  to  Miller  may  not  be  "as  risky 
as  bobsledding  or  acrobatic  flying."  But  if 
the  beer  wars  intensify.  Miller's  new 
president  may  recognize  the  sensation.  It 
might  feel  something  like  skidding  along 
ice  at  60  miles  an  hour. 

By  Julia  Flyyin  in  Chicago 
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Instruments 
FOR  Professionals 


AEROSPACE 
Sometimes  tinly  the  best  will  do. 
A  dependably  rugged  titanium  case 
guarantees  total  comfort  on  the  wrist 
Oversized  watch  hands  provide  instant, 
reliable  legibility  A  single  manipulation 

unlocks  all  its  digital  functions : 
Chronograph,  Timer,  Alarm  and  Second 
Time/A>ne-  This  instrument  watch  is 
water-resistant  down  to  100  meters 


AUTHORIZED  BREITLING  AGENT: 


TRADITIONAL  JEWELERS 

Fashion  Island 
Newport  Beach,  California  92660 
Tel:  (714)  760-8035  •  1-800-766-8035 


There's  a  revolution  going  on  in  the  personal  computer 
industry.  Established  ways  of  doing  business  don't  work 
anymore,  forcing  many  PC  companies  to  make  drastic 
changes.  What  caused  this  upheaval  -  and  what  does  it 
mean  to  you? 

The  revolution  began  seven  years  ago  in  the  Midwest 
when  22-year-old  Ted  Waitt  started  a  direct  market 
computer  company  called  Gateway  2000.  Gateway  is  the 
maverick  PC  manufacturer  located  in  South  Dakota  that  has 
grown,  almost  unnoticed,  to  exceed  $1  billion  in  annual 
revenue.   The  latest  International  Data  Corp.  research  shows 
Gateway  2000  with  a  3.6%  share  of  the  U.S.  PC  market, 


compared  to  Compaq  with  3.5%  and  Dell  with  2.1%. 

How  did  a  little  midwestern  company  manage  to  do  this? 
We  run  our  high-tech  business  the  old-fashioned  way.  We 
keep  our  overhead  low  (it's  the  lowest  in  the  business). 
We  put  our  energy  and  money  into  our  products  and 
people.  We  treat  our  customers  like  friends.  And  we  never 
get  greedy.  We  have  the  lowest  prices  in  the  industry  -  and 
we  lower  prices  every  time  we  can. 

These  radical  concepts  have  also  made  us  the  most 
profitable  company  in  our  segment  of  the  PC  market, 
which  means  we're  going  to  be  here  for  you. 


What  you  see  other  computer  makers  doing  today  - 
truggling  in  vain  to  get  their  overhead  down,  cutting 
omers  on  quahty,  features  and  performance  to  get  their 
•rices  down  -  is  a  direct  result  of  the  midv/estem  phenom- 
non  called  Gateway  2000. 

And  now  you  know  where  to  get  the  best  buy  on  quality, 
igh-performance  PCs  (or  other  computer  products:  we  sell 
esktops,  notebooks,  a  great  little  HandBook,  printers, 
oftware.  multimedia  components,  peripherals  and  much 
tore).  Whether  you're  a  Fortune  500  company,  small 
usiness  or  individual,  give  us  a  call!  We'll  give  you  the 
ind  of  value  you  thought  was  a  thing  of  the  past. 


Ai  an  example  oj  , 
the  kind  of  value  I 
H'f  oflev.  a 

Gateway  3SMH:  - 
Intel-hased  486DX  s\\tem  iiwliules: 

Windows.  MS-DOS.  utilities.  Microsoft  application  software.  4MB  RAM.  64K  cache.  2 
diskette  drives,  a  fast  200MB  hard  drive,  a  video  subsystem  that's  optimized  for 
Windows  peiformance.  a  14-inch  1024  x  76H  color  monitor,  a  124-key  programmable 
keyboard,  a  mouse  and  more.  All  for  $1995. 


GAmmTooo 


"You've  i^ol  II  fnvnd  in  the  hiLsmc\s  " 

8  r"0  -  GATEWAY 

800-428-3929  •  60.'i-232-2000  •  Fax  60.V232-2023 
610  Gateway  Drive  •  North  Sioux  City,  SD  57049-2000 


e 


FRAHCIS  COPPOLA  MAY  BE 
SWEATING  BIOOD  NO  MORE 


Megabit  Dracula  could  fix  his  finances — and  help  overcome  a  reputation  for  making  costly  bombs 


San  Francisco  novelist  and  screen- 
wfiler  Diane  Johnson  sums  up 
F'rancis  Ford  Coppola's  mercurial 
style  with  a  single  phrase:  "He  needs 
his  downtime."  It's  no  surprise,  then, 
that  the  day  after  the  Mann's  Chinese 
Theater  premiere  of  his  latest  film. 
Brain  Stoker's  Draculu,  Coppola  hid  him- 
self away  in  a  tiny  house  in  the  hills 
overlooking  Los  Angeles.  He  was  baby- 
sitting for  his  granddaughter,  Gia.  "It 
is  not  easy  being  me,"  he  sighs,  reflect- 
ing on  the  violent  ups  and  downs  his 
career  has  taken.  "I  have  been  fighting 
expectations  all  my  life,  and  that's  a 
game  you  can  never  win." 

For  Copijola,  one  of  Hollywood's  most 
gifted— and  controversial— directors,  the 
hardest  part  of  life  is  business.  Business 
is  always  getting  in  the  way  of  art.  More 
than  20  years  ago,  he  turned  up  his  nose 
at  the  Hollywood  Establishment  and  re- 
treated up  the  coast  to  San  Francisco 
to  launch  an  independent  studif)  called 
Zoetrope  Productions.  Three  bankruptcy 
filings  later,  he's  only  now  recovering. 
Coppola  has  won  five  Academy  Awards. 
His  Godfathe)-  series  and  Apocalypse  Now 
rank  among  America's  finest  films.  But 
to  those  who  finance  movies,  his  legacy 
is  much  more  jji-osaic:  It's  not  easy  being 
one  of  Francis  Ford  Coppola's  lenders. 
'HEART'  FAILURE.  Could  Dracula  prove 
C()pl>ola's  savior?  With  sales  of  $54  million 
in  the  first  10  days  of  its  release,  the 
blood-soaked  vampire  flick  seems  assured 
of  l)ecoming  Cojipola's  fir'st  $100  million 
blockbuster  since  The  Godfallier  collected 
$1:53.7  million  in  1972  (tal)les).  Better  yet, 
Copi)ola"s  deal  with  Sony  Coi'p.'s  Columbia 
Pictures  Entertainment  Inc.  unit  pays  him 
a  $5  million  director's  fee  and  gives  him 
roughly  10%  of  whatever*  the  studio  gi-oss- 
es  on  the  film  and  related  mei'chandising. 
For  the  5.'j-year-old  Coppola,  the  windfall 
would  noi  only  help  fi.x  his  finances.  It 
would  also  help  a  reputation  .snowed  under 
during  the  1980s  by  a  blizzard  of  over- 
budget  films  and  box-office  flops. 

In  truth,  Coppola  has  been  battling 
a  storm  ever  since  1979,  when  his  con- 
ti'oversial  film  Apocali/pse  Noir  nm  $15 
million  over  its  original  $16  million  bud- 


get. It  was  the  beginning  of  the  end  for 
Zoetrope.  Following  his  Godfather  suc- 
cess, Coppola  had  started  Zoetrope  to 
fulfill  a  long-standing  dream  of  creating 
another  RKO  Pictures  Inc.,  which  in  the 
1940s  was  a  haven  for  young,  avant- 
garde  filmmakers  such  as  Orson  Welles. 
He  wanted  an  environment  where  such 
independent-minded  films  as  Apocalypse 
could  be  made.  Coppola  sunk  $16  million 
of  his  own  into  the  surrealistic  Vietnam 
epic  and  it  won  much  critical  acclaim. 
But  while  it  ultimately  made  money,  it 
branded  Coppola  as  difficult,  obsessive, 
and  unal)le  to  adhere  to  a  budget. 

His  follow-up  effort.  One  From  the 
Heart,  didn't  help.  The  musical  disaster 
ran  millions  over  an  already  inflated 
l)udget  (Coppola  borrowed  some  $30  mil- 
lion to  finance  it),  and  in  the  end  it 
pulled  just  $636,000  at  the  box  office. 
Smaller-budget  films  such  as  Rumble 
Fish  and  The  Outsiders  were  also  flops. 
Then  came  The  Cotton  Club,  a  $50  mil- 
lion movie  that  Coppola  didn't  finance, 
but  that  lost  lots  of  money.  During  the 
film,  Coppola  feuded  with  the  producer 
and  would  communicate  with  him  only 
through  written  notes. 

The  string  of  money-losers  led  Coppo- 
la to  the  brink  of  financial  collapse  in 
1983.  He  owed  some  $35  million  without 
any  hoi)e  of  paying  it  back.  To  his  res- 
cue came  his  friend  and  sometime  co- 


producer  Frederick  R.  Roos,  who  bou^ 
a  $31  million  Coppola  note  from  Cha 
Manhattan  Bank  for  $5  million.  Ho 
was  a  friendlier  creditor  than  Cluu 
l)ut  Coppola  still  had  to  abandon  1 
dreams  of  independence.  He  was  toiT 
to  sell  at  auction  a  10- acre  Holl,\\\'() 
Idt  that  was  to  have  been  the  new  \:h 
'THE  SILVER  FISH.'  Ironically,  to  pa\  i 
his  debts,  Coppola  'oecame  something 
a  hired  gun,  making  movies  for  the  H 
lywood  studios  he  had  so  long  tried 
escape.  He  started  churning  out  woi 
manlike  films  such  as  Gar-dens  of  Sto 
and  Peggy  Sue  Got  Married,  and  even 
rected  a  17-minute  3-D  film  for  Wi 
Disney  Co.  called  Captain  EO  starri 
Michael  Jackson.  "It  would  have  be 
easy  to  liquidate  and  start  over,"  reca 
Coppola  of  that  period,  "but  I  couldn' 
It  was  a  humiliating  time.  Born 
Detroit  and  raised  in  Great  Neck,  N. 
Coppola  was  brought  up  valuing  a( 
thetics,  not  dollar  signs.  His  father  w 
a  flutist  and  composer,  his  mother 
actress.  Stricken  with  polio  at  age  nil 
Francis  spent  a  year  bedridden,  devek 
ing  a  love  for'  storytelling  by  playi 
with  puppets  and  watching  hours  of  1 
In  li)57.  he  entered  Hofstra  Universi 
hoping  to  become  a  playwright,  but  aft 
seeing  Ser-gei  Eisenstein's  epic  Ten  Dt 
That  Shook  The  World,  he  fell  for  fi 
and  switched  to  the  University  of  C'c 
foi'nia  at  Los  Angeles  film  school. 
Coppola  cut  his  teeth  in  Hollywo 
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rkiiiK  with  Rokct  Gorman,  the  king  of 
Tiovies.  After  turning  out  such  f'or- 
ttal)le  films  as  The  Bellboy  and  tlie 
lyyiiis  and  You're  a  Biy  Boy  Now,  he 
the  big  time  l)y  winning  an  Academy 
/ard  for  his  screenplay  of  Patton  in 
'0.  IVo  years  later,  he  directed  The 
djuther,  which  like  The  Godfather,  Fart 
in  1974,  won  a  Best  Picture  Oscar, 
^ether,  the  two  films  earned  a  stag- 
'ing  $800  million  worldwide. 
On  the  set,  however,  Coppola  liecame 
3wn  as  eccentric  and  obsessed  with 
■fection.  Foi'  One  From  The  Heart,  he 
iered  built  a  $6  million  re-creation  of 
i  Las  Vegas  strip  that  required 
),000  light  bulbs,  10  miles  of  neon, 
d  a  paved  intersection.  Fascinated 
;h  electronic  editing,  Coppola  would 
;nd  most  of  his  time  in  a  20-foot  trail- 
dubbed  "the  Silver  Fish,"  which  was 
immed  with  high-tech  editing  equip- 
int.  Always  the  temperamental  art- 
,  he  bristled  when  Paramount  Pic- 
es Corp.  ordered  him  to  rush  delivery 
1990's  The  Godfather,  Part  III.  "They 
\  problems  with  their  stock  price,  or 
•nings,  or  something,"  sniffs  Coppola. 


"You  can't  make  a  movie  like  you  make 
an  episode  of  /  Love  Lucy." 

That  same  year,  Zoetrope's  finances  fi- 
nally fell  apart.  Between  1990  and  1992, 
the  company  filed  three  separate  Chap- 
ter 11  petitions  to  restructure  debts 
stretching  back  to  One  From  the  Heart. 
When  the  dust  had  cleared,  Coppola  had 
paid  $8  million  to  a  Canadian  land  devel- 
oper named  Jack  Singer.  He  paid  claims 
to  others  worth  $9..5  million.  And  he'd 
given  15%  of  Zoetrope  (which  has  the 
rights  to  Apocalypse  I  to  his  fi'iend  Roos, 
whose  Chase  note  had  swollen  to  a  claini 
of  $71  million  including  the  interest.  The 
money  to  pay  the  debts  came  largely 
from  his  Godfather,  Part  HI  earnings 
and  his  directing  fee  from  Draciila. 

Whether  Coppola  has  learned  to  tone 
himself  down  is  an  open  question.  Dracu- 
la  certainly  had  its  Coppola-esque  mo- 
ments. Six  weeks  before  shooting,  the 
director  fired  his  set  designer.  Negative 
reaction  from  test  audiences  this  sum- 
mer forced  him  to  make  major  editing 
changes  before  the  film  could  be  re- 
leased. Worse  yet,  early  reviews  were 
lukewarm,  and  Hollywood  insidei"s  were 


whispering  that  the  film  would  be  a 
megadud.  Only  two  weeks  hel^ore  re- 
leasing Dracula,  Coppola  was  still  tin- 
kering in  the  editing  room,  giving  every- 
body involved  heartbui'n. 

But  Columbia  e.xecutives  were  ulti- 
mately happy.  They  exi)ected  some  ex- 
cess and  tried  to  control  the  damage  hy 
insisting  that  he  shoot  the  entire  movie 
on  the  same  .soundstage  that  houses  the 
swimming  pool  where  E.sther  Williams 
did  many  of  her  swim  scenes.  He  filled 
in  Williams'  pool  with  dirt  and  imported 
thousands  of  bushes  to  create  an  ornate 
English  gaixlen.  By  Coppola's  standards, 
the  i)roduction  was  cheap.  But  the  film 
still  went  $6  million  over  its  original 
buflget,  as  the  director  spent  lavishly 
on  costumes  and  effects.  "He's  a  great, 
great  artist,"  says  longtime  fi'iend  and 
Columbia  Marketing  President  Sid  Gan- 
is.  "But  he  can  drive  you  crazy." 
TUCKER'D  OUT.  Dracido's  success  means 
Coppola  can  relax  for  a  while.  His  l)ank- 
ruptcy  restructuring  has  allowed  him  to 
keep  many  of  his  assets,  which  include  a 
1,500-acre  wineiy  in  Napa  Valley,  several 
apartment  l)uildings  in  Los  Angeles,  and 
a  resort  in  Belize.  These  days,  however, 
he  has  installed  professionals  to  run  his 
properties  for  him.  That  leaves  him  free 
to  tool  around  in  one  of  his  two  1940s-era 
Tucker  automobiles,  to  indulge  his  love  of 
cooking,  or-  to  hang  out  in  San  Fi'ancisco's 
nightclubs  and  theaters. 

Down  the  roafl,  Copjiola  still  wants 
to  run  his  own  studio.  But  foi-  now,  he 
seems  content  to  play  the  Hollywood 
game.  His  deal  with  Columbia  means 
that  American  Zoetrope,  a  new  entity 
started  by  Copi)ola,  is  essentially  a  con- 
tractor. The  Sony  unit  gets  first  refusal 
on  all  of  Cojjpola's  films  and  pi'ovides 
the  filmmaker  with  office  .space  and  staff. 
Amei'ican  Zoetrope  has  more  than  a  doz- 
en projects  in  development,  and  Coppola 
has  hired  supei'agent  Michael  Ovitz  to 
sniff  out  new  deals  for  him.  This  spring, 
Warner  Brothers  Inc.  will  release  The 
Secret  Garden,  a  screen  adaptation  of 
the  Fi'ances  Hodgson  Bimiett  novel.  And 
Coppola  is  producing  an  updaterl  version 
of  Frankenstein  for  Columbia's  sister 
company  Tri-Star  Pictures  Inc.  Also  in 
the  works  is  a  film  about  the  race  among 
doctoi's  to  find  a  cure  for  AIDS. 

A  few  more  successes  and  Coppola 
says  he'll  consider  taking  another  crack 
at  his  RKf)  dream.  But  this  time  he'll 
take  on  partners.  "The  fii'st  time  around, 
I  didn't  think  I  needed  businessmen, 
that  I  knew  all  there  was  to  know  al)out 
my  business,"  he  says.  "What  I  didn't  re- 
alize is  that  you  need  a  cushion  of  some 
money  when  you  go  through  the  lean 
times.  And  there  are  always  some  lean 
times."  Nobody  knows  that  better  than 
Copi)ola— and  his  lenders. 

By  Ronald  Gnn^er  in  Los  Angeles,  with 
Richard  Brandt  in  San  Freaicisco 
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WHEN  LAYOFFS  AlONE  DON'T 
TURN  THE  TIDE 


Companies  find  dumping  employees  is  no  substitute  for  growth — and  may  hurt  in  the  long  run 


Picture  this:  East- 
man Kodak  Co.,  in- 
tent on  improving 
its  la<iKinK  profitability, 
undergoes  a  major  I'e- 
structuring.  Then,  the 
photof^i'aphy  giant  does  it 
again,  and  again,  and 
again— all  told,  five  times 
since  1985,  costing  $2.1 
l)illion  and  more  than 
12,000  jobs.  And  here's 
what  all  that  pain  got  Ko- 
dak: halved  profit  mar- 
gins, a  lackluster  stock 
price,  and  a  bottom  line 
not  much  larger  than  ii 
was  a  decade  ago. 

Unfortunately,  Kodak's 
results  are  hardly  unique. 
A  growing  number  ol 
corporations  have  em 
barked  on  massive  re 
structurings  in  recent 
years  only  to  find  that 
the  expected  earnings 
benefits  are  far  more  elu- 
sive than  they  imagined. 
A  recent  American  Man 
agement  Assn.  survey  ol 
547  companies  that  down- 
sized within  the  past  si.x 
years  found  that  operat 
ing  profits  improved  for 
only  43.5%.  "Downsizing 
doesn't  have  the  effect  on 
the  bottom  line  that  is 
hoped  for  medium-  and 
long-term,"  says  AM  A  Re- 
search Director  Eric 
(ireenberg. 

FEWER  RESOURCES.  True. 

by  definition,  restructur 
ing  companies  are  trou- 
bled. Some  companies 
"might  have. been  in  far  worse  ;  ii.i 
or  not  existent  today,"  if  they  hadn't 
done  something,  concedes  consultant 
John  1  ,  Kington  of  Wyatt  Co.  Still,  after 
a  downsi  'i  g  l)inge  that  has  seen  more 
than  3.5  mi.  'on  workers  lose  their  jol)S 
since  1987,  ■  nsultants,  analysts,  and 
even  some  maua,L',ers  don't  see  layoffs 
as  a  panacea  for  corporate  ills.  "While 
staff  cuts  may  hold  the  line  or  prevent 


worse  hemorrhaging, 
they  don't  produce  reve- 
nue  growth— which  comes 
only   from   more  constructive 
strategies,  such  as  developing  new  prod- 
ucts, entering  new  markets,  or  taking 
business  away  from  competitors. 

What's  moi'e,  some  economists  woi-ry 
that  Corporate  America's  addiction  to 


layoffs  may  leave  manj 
companies  unprepared 
for  a  recovery.  "If  de' 
mand  does  pick  up,  manj 
companies  are  going  t( 
lose  market  share  if  thej 
don't  invest  in  more  peo 
pie  and  inventory,"  say; 
economist  Mark  Zandi  o 
Regional  Financial  Asso' 
ciates,  an  economic  con. 
suiting  firm  based  ir{ 
West  Chester,  Pa. 

Consider  Zenith  Elec; 
tronics  Corp.,  clobberec 
for  years  by  cheap  for 
eign-made  televisions 
The  Glenview  (111.)  con 
sumei'-electronics  compa 
ny  has  halved  its  payrol 
since  1985,  to  6,200.  An 
other  400  workers  will  b( 
let  go  before  January 
But  analysts  say  that  th( 
chronic  downsizing  ha;' 
now  left  Zenith  without' 
the  manufacturing  where 
withal  to  meet  demanc 
for  its  hot  new  product 
the  flat  computer  screen; 
it  sells  to  Compaq  Com- 
puter Corp.  and  Groupt 
Bull.  A  spokesman  foi 
the  company  concedes 
that  Zenith  has  "cumula' 
tive  backlogs"  it  hopes  t( 
reduce  in  coming  months; 
BRIEF  GAINS.  Of  course'! 
layoffs  are  sometimes  unj 
avoidable.  That  was  th(| 
case  at  Unisys  Corp.' 
which  undertook  a  mas] 
sive  restructuring  irj 
1986.  As  the  computer  in! 
dustry  turned  away  fron' 
mainframes  toward  personal  computers 
Unisys— the  unhappy  union  of  computeij 
companies  Sperry  and  Buri-oughs— nar! 
rowed  its  market  to  big-time  users  of  in 
formation  systems,  such  as  airline-reserj 
vation  opei-ations.  To  match  its  smallei; 
market,  Unisys  halved  its  work  force  tcj 
56,000.  But  the  restructuring  has  paic 
off.  Unisys  has  had  fom-  quarters  in  thcj 
l:)lack  after  three  years  of  losses.  j 
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ilill,  all  loo  often  downsizing  is  a 
e-jerk  reaction  by  management 
times.  When  t)rofits  slide, 
pressure  to  quell  investor  discon- 
L  with  decisive  action  may  be 
rwhelming.  "It  shows  some  dem- 
trated  action  of  taking  charge. 
:he  U.  S.,  taking  charge  means 
lething  dramatic,  and  dramatic 
aying  people  off  and  cutting 
s"  says  T.  Quinn  Spitzer,  presi- 
t  of  Kepner-Tregoe  Inc.,  a  man- 
ment  consulting  firm.  And  with 
er  companies  announcing  bold 
-cutting  programs,  few  managers 
it  to  be  seen  doing  nothing, 
ere's  a  certain  lemming-like  cjual- 
to  some  of  the  things  that  sweep 
)ugh  management,"  says  manage- 
it  consultant  Thomas  Wallace, 
'here  are  clearly  some  immedi- 
benefits  to  cutting  staff.  Wall 
set,  for  one,  loves  restructuring, 
it  frecjuently  rewards  downsiz- 
with  higher  stock  prices.  Ko- 
's  June,  1991,  announcement  of 
10  layoffs,  for  example,  was  met 
1  an  8%  jump  in  its  stock  price. 
1  restructuring  can  produce  some 
rt-term  earnings  improvements, 
fits  at  the  900  companies  listed 
;USINESS  WEEK  s  Corporate  Score- 
rd  rose  31%  in  the  third  ciuar- 
largely  because  of  cost  reduc- 
is,  including  staff  cuts.  Sales 
■e  up  only  by  a  modest  6%. 
iiS  long  as  sales  growth  remains 
ik,  companies  that  turn  to  lay- 
without  pursuing  more  substan- 
•  strategies  may  be  forced  to  lay  off 
n  more  employees  in  the  future  to 
)  buttress  margins.  Indeed,  the  AMA 
diets  that  63%  of  all  companies  that 
'nsized  this  year  will  do  so  again  in 
5.  All  too  often,  however,  the  gains  of 
1  downsizings  are  temporary.  A  Wy- 
survey  of  more  than  1,000  companies 
year  found  that  restructurings  failed 
iroduce  the  expected  savings  64%  of 
time.  How  come?  Companies  typical- 
eplace  cut  staff  within  a  few  years 
then  repeat  the  cycle  all  over  again. 
APPOINTMENT.  That's  exactly  what 
jened  at  Chrysler  Corp.  By  the  time 
previous  recession  was  winding 
'n  in  1982,  the  auto  maker  had 
imed  its  white-collar  payroll  from 
00  to  21,000.  But  by  1987,  the  sala- 
work  force  was  up  to  27,000. 
ysler's  chief  financial  officer,  Jerry  B. 
t,  blames  lack  of  oversight  at  head- 
rters.  As  car  sales  picked  up  and 
company's  fortunes  improved,  indi- 
lal  managers  acted  independently 
hired  people  as  they  needed  them, 
len  you  do  that  200  oi-  300  times, 
•ty  soon  it  adds  up  to  serious  mon- 
York  says. 

nd  even  if  layoffs  produce  quick  sav- 
.  there's  no  substantial  evidence  that 
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cuts  improve  profits  in  the  long  term 
(table).  Sears,  Roeiwck  &  Co.  has  showii 
the  gate  to  48,000  employees  dui'ing  the 
past  two  years.  But  its  earnings  remain 
woefully  disappointing.  Overall,  the  cor- 
poi'ation's  12-month  return  on  ecjuity  has 
slumped  to  a  negative  2.3%,  compared 
with  almost  11%  five  years  ago. 

Why  have  so  many  downsizings  been 
such  dismal  disappointments?  Perhaps 
it's  because  some  companies  turn  to  lay- 
offs when  they're  unable  to  solve  fimda- 
mental  problems.  In  Kodak's  case,  the 
company  is  firmly  established  in  l)usi- 
nesses  such  as  film  and  cameras  that 
aren't  growing  much.  And  efforts  to  di- 
versify, such  as  Kodak's  acquisition  of 
Sterling  Drug,  have  yet  to  pay  off.  "The 
problem  is  strategy,  but  they're  address- 
ing the  symptom  of  cost  structure,"  says 
Prudential  Securities  Inc.  analyst  B. 


'In  the  U.S.,  taking  charge 
means  something  dramatic, 
and  dramatic  is  laying  people 
off  and  cutting  costs' 


Alex  Henderson.  "It's  a  tempoi'ary 
salve."  Kodak  argues  that  its  re- 
structurings were  strategic  respons- 
es to  changing  technologies.  Now, 
after  pouring  more  than  $4  billion 
into  research  and  development  over 
the  past  three  years,  it  is  launching 
new  products  such  as  its  Photo  CD 
system,  which  will  allow  people  to 
look  at  their  photogi'aphs  on  TV  sets 
equipped  with  Kodak-brand  players. 
And  on  Nov.  23,  Kodak  said  it 
would  sell  three  units  as  part  of  its 
plan  to  focus  on  its  core  businesses. 

Sears,  too,  has  struggled  with  ba- 
sic business  woes— challenges  from 
discounters  such  as  Wal-Mart  Stores 
Inc.  or  such  niche  retailers  as  The 
Gap.  Says  analyst  Edward  A.  Well- 
er  of  Montgomery  Secin-ities:  "Lay- 
offs haven't  made  them  competitive. 
They're  not  r-esponding  to  what  cus- 
tomers want  now." 
HUMAN  ASSETS.  Worse,  some  down- 
sizing companies  make  their  more 
profitable  units  pay  for  weaknesses 
in  other  divisions.  Westinghouse 
Electric  Corp.  has  been  cutting  costs 
in  response  to  chronic  problems  at 
its  finance  subsidiary,  Westinghouse 
Credit  Corp.  Since  the  start  of  1991, 
Westinghouse  has  laid  off  6,800  em- 
ployees, 6%  of  its  work  force.  The 
cuts  have  even  affected  healthy  divi- 
sions, such  as  Westinghouse  Elec- 
tronic Systems  Group,  which  has 
lost  4,600  employees  in  the  past  two 
years.  To  bail  itself  out,  Westing- 
house announced  on  Nov.  23  that  it 
will  sell  off  several  other  pi-ofitable  divi- 
sions, in  addition  to  liciuidating  parts  of 
the  credit  unit's  portfolio. 

Given  the  poor  record  for  downsiz- 
ing, some  companies  have  decided  that  it 
might  not  he  such  a  good  idea.  When 
business  lags  at  one  of  Minnesota  Mining 
&  Manufacturing  Co.'s  49  divisions,  for 
example,  excess  workers  are  found  sim- 
ilar work  at  another  division.  Over  the 
past  decade,  3M  has  reassigned  about 
3,500  workers  this  way,  failing  to  place 
only  a  "handful,"  says  Richard  A.  Lid- 
stad,  vice-president  of  human  resources. 
"Our  employees  are  corporate  assets, 
not  assets  of  a  given  business.  It's  like 
production  machinery.  In  a  downturn, 
you  don't  just  throw  it  out."  And  what 
do  you  know"?  3M's  earnings  were  up 
14%  in  the  third  cjuarter. 

Not  every  company  is  likely  to  fol- 
low 3M's  example.  But  there's  growing 
evidence  that  executives  should  stop  us- 
ing layoffs  as  a  remedy  of  first  resort. 
"They're  definitely  not  thinking  of  their 
staffs  as  an  asset,"  says  con.sultant  Wal- 
lace. "They  are  commodities  to  l)e  dis- 
pensed with.  God,  that's  1910  thinking." 
All  too  often,  that's  1992  thinking,  too. 

Bi/  Elizabeth  Lesly  and  Larry  Light 
in  New  York,  with  bureau  reports 
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THANKS  TO  THE  FRENCH  PARENT,  CEO  CAWTHORN  CAN  NOW  POUR  $500  MILLION  INTO  R&D 


WHAT  A  DIFFERENCE 
A  MERGER  MAKES 


Joining  Rhone-Poulenc  has  Rorer  close  to  drugmaking's  big  time 


R 


l)ert  E.  Cawthorn  was  thrilled 
in  1990,  when  the  French  chemi- 
cal titan  Rhone-Poulenc  bought 
his  pharmaceutical  company,  Rorer 
Group  Inc.  At  the  time,  Rorer  was 
something  of  an  also-ran.  It  fielded  no 
major  drugs  and  was  hest  known  for 
its  aging  over-the-counter  antacid,  Maa- 
lox.  Cawthorn,  who  had  been  Rorer's 
chief  executive  for  five  years,  was  l)et- 
ting  that  the  merger  could  enliven  the 
sleepy  sulxirljan  Philadeljihia  company. 

Two  years  later,  the  merger-  has  ac- 
complished that  and  then  some.  Caw- 
thorn, now  CEO  of  the  rechristened 
Rhone-Poulenc  Rorer  Inc.,  heads  one  of 
the  best-performing  drugmakers  in  the 
U.  S.  Net  profits  are  expected  to  rise 
by  28%  this  year,  to  $418  million,  with 
sales  expected  to  hit  $4.2  billion, 
up  9.5%  from  1991,  according  to 
Goldman,  Sachs  &  Co.  Looking 
ahead,  many  analysts  expect 
RFR's  pi'(jfits  to  rise  by  over  20% 
a  year'  thr'ough  199(). 

To  ensur-e  continued  gr'owth  in 
the  latter  part  of  the  decade, 
Cawthorn  has  tapped  his  parent 
company's  vast  coffers,  pouring 
some  $500  million  into  drug  r-e- 
search  and  development  this  year' 
alone.  That's  a  far  cry  fi'om  the 
$18  million  Rorer  Group  spent  in 
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1985,  three  year's  after  Cawthorn  joined 
the  company.  The  goal:  to  produce  a 
new  generation  of  dr'ugs  that  could  pr'o- 
pel  fJPR  into  the  big  leagues  with  phar'- 
maceutical  giants  such  as  Mer'ck  &  Co. 
(tal)le).  The  British-born  Cawthorn,  57, 
now  says  that  KFR  will  be  "the  world's 
liest  dr'ug  company"  l)y  the  year  2000. 

That  may  soimd  boastful,  but  Caw- 
thor'n  can  be  for'given  some  enthusiasm. 
By  coml lining  Rhone-Poulenc's  pharma- 
ceutical division  with  Fior'er's,  Rl'R  now 
has  a  truly  glolial  business,  with  only 
about  22%  of  its  sales  coming  from  the 
U.  S.  And  the  consolidation  has  pr'oduced 
some  cost  savings.  Selling  off  five  Eur'o- 
pean  plants  helped  reduce  the  company's 
payroll  by  4%,  to  22,500  employees. 

Of  cour'se.  the  mer'ger  with  Rhone- 


RORER'S  BRIMMING  PIPELINE 


Drug 

Description               Expected  U.S.  Projected  sales' 
launch  dale    Millions  oi  dollars 

MENOREST 

Estrogen  patch  for  1995 
women  with  osteoporosis 

$200 

TAXOTERE 

Intravenous  solution  1995-96 
to  treat  ovarian  cancer 

300 

LTD4 

SYNERCID 

Asthma  treatment  1997 
Staphylococcus  antibiotic  1997 

480 
300 

'Annual  soles  offer  five  yeofs 

DATA,  COMPANY  REPORTS;  GOLDMAN,  SACHS  S  CO, 

Poiilenc,  which  now  owns  68%  of  RPlj 
stock,  hasn't  been  totally  seamless.  ') 
accommodate  his  new  partners,  ( 'n 
thor-n  named  two  presidents— one  Fivn 
and  one  Amer-ican— and  split  woi'ldw  i 
responsibilities  between  them.  Sti, 
some  tensions  exist.  Jean-Jacques  Bt 
trand,  the  Fr'ench  president,  complai; 
that  Americans  set  lofty  goals  and  th; 
.sometimes  fall  short.  For  his  pari,  llal 
H.  "Randy"  Thur-man,  who  heads  I', 
oper'ations,  says  he  has  had  to  learn 
accept  the  Gallic  penchant  for'  timc-c( 
suming  analysis. 

But  bridging  the  cultur'al  gaps  is  not 
ing  compar-ed  to  the  task  of  turning  o 
enough  novel  medicines  to  mainta 
RPR's  growth.  RPR  still  doesn't  ha\  e  ai 
megadrugs  to  drive  sales  in  the  futui 
Maalox,  with  annual  sales  of  $245  m 
lion,  remains  the  company's  top  seller 
Cawthor'n  is  betting  on  some  impt, 
tant  research  breakthr'oughs  to  exparj 
his  product  line.  He  has  told  his  r 
searchers  to  focus  on  such  niche  marke 
as  respiratory  diseases,  AIDS,  and  ce 
tr-al-nervous-system  disorxlers,  includir 
Alzheimer*'s.  He  has  also  bolstered  RPI 
R&D  efforts  by  signing  on  some  impre 
sive  talent.  For  instance,  to  develop  ; 
AIDS  vaccine,  his  scientists  are  wor'kir 
with  Califor*nia-based  Immune  Respom 
Corp.  and  its  adviser.  Dr.  Jonas  Sal 
discover'er  of  the  polio  vaccine. 
SLOW  START.  But  while  analysts  are  ir 
pressed  with  Cawthorn's  bold  plan 
many  still  question  whether  RPR  a 
lir'oduce  the  winners  it  needs.  Many 
RPR's  potential  big  sellers  face  stiff  cor 
petition.  Consider  rpr's  forthcoming  Ta 
oter'e.  Analysts  say  the  dr'ug,  which  w; 
first  developed  by  Rhcjne-Poulenc  in  tl 
mid-1980s  to  treat  ovarian  cancer, 
rpr's  most  promising  new  product.  Bi 
it  still  faces  a  couple  of  more  years 
tests  l)efore  it  can  hope  to  r'eceive  a 
pr'oval  either  in  France  or'  from  the  Fck 
&  Drug  Administration.  Meantinre,  Bri 
tol-Myers  Squibb  Co.  is  expected  i 
launch  a  rival  drug,  Taxol,  with 
rrronths.  On  Nov.  16,  an  FDA  advisor 
panel  recommended  approval  of  Taxol 
Still,  Cawthor'n  is  I'acing  ahead  wil 
his  str-ategy  to  transfor'm  RPR,  whic 
now  ranks  14th  in  sales,  into  or 
of  the  world's  top  five  pharm 
ceutical  purveyors.  "I've  nev( 
been  one  to  be  too  worri( 
about  taking  on  a  new  chs 
lenge,"  he  says.  Cawthorn  w 
need  that  kind  of  nerve— ar 
some  new  wonder  drugs— 1 
keep  up  rpk's  momentum  ar 
l)r'event  his  company  from  ev( 
again  l^eing  labeled  an  "also-rar 
B//  Joseph  Weber  in  Colleg 
ville,  Pa,,  with  Charles  Hoots  : 
Courbevoie,  France 


THE  CORPORA! 


Wc  took  the  starch  out  of  business  banking. 


These  days,  business  bankers 
cannot  afford  to  be  inflexible,  dyed- 
in-the-worsted-wool  bureaucrats. 

There's  simply  not  enough 
time  for  repetitiously  redundant  re- 
hashings  of  given  scenarios.  Or  layer 
after  layer  after  layer  after  layer  of 
approvals.  Or,  for  that  matter,  ad 
copy  that  takes  its  own  sweet  time 
to  get  to  the  point. 

Well,  the  point  is,  Continental 
bankers  are  more  efficient. 
More  effective.  More  aggressive. 

You  see,  we've  loosened  our 
collars  and  rolled  up  our  sleeves.  We've  learned  to  look  out  for  you,  to  anticipate  your  needs, 
instead  of  worrying  about  how  we  look  to  ourselves. 

Part  of  it's  our  Midwestern  no-nonsense,  common  sense  disposition.  And  part  of  it's 
our  powerful  work  ethic.  But  what  it  all  boils  down  to  is  that  we're  able  to  give  you  precision- 
crafted,  customized  business  banking  products— exactly  when,  and  in  many  cases  before  you 
need  them. 

In  fact,  to  prove  it,  we'll  be  contacting  you  soon.  You'll  discover  that  with  plain  talk, 
common  sense  and  a  litde  elbow  grease,  we  COHtiHGHtdl  BdHk 

can  iron  all  of  your  problems  out.  Anticipating  the  needs  of  business."' 


1992  Continental  Bank  N  A,.  231  South  LaSalle  Street,  Chicago,  !L  60697  Domeilic  offices:  Atlanta,  Chicago,  Dallas.  Los  Angeles,  Miami,  New  York  biumalioml  offtm  Buenos  Aires,  Caracas.  London.  Mexico  City,  Santiago,  Sao  Paulo,  Tokyo. 


Insurance 
crisis?  Not 
at  Hank 
Greenberg's 
American 
International 
Group 


As  photographers  clicked  away  on 
a  sunny  October  day,  a  smiling 
Hank  Greenberg  stood  in  the 
Kremlin  savoring  his  latest  triumph,  the 
formation  of  the  Russian-American  In- 
vestment Bank.  The  deal  capped  more 
than  a  year  of  secret  negotiations  and, 
since  June  alone,  five  flights  to  Moscow 
in  his  sparkling-white  Gulfstream  IV. 
Now,  the  chairman  of  American  Interna- 
tional Group  Inc.  was  cordially  shaking 
hands  with  Russian  President  Boris  N. 
Yeltsin,  sealing  the  agreement.  In  keep- 
ing with  Moscow's  austere  mood,  Green- 
berg recalls,  Yeltsin  didn't  even  offer  a 
toast.  "We  should  have  one,"  the  Rus- 
sian leader  joked.  "But  we  don't  have 
any  vodka  here." 

The  new  bank,  a  ground-breaking  ven- 
ture, joins  Greenberg's  insurance  giant 
with  a  coalition  of  military-industrial 
power  players  led  by  Yeltsin's  national 
security  chief,  Yuri  Skokov.  The  new 
partnership  plans  to  channel  Western  in- 
vestment into  the  cash-starved  Russian 
energy  and  real  estate  industries.  "It's 


as  good  a  group 
as  any,"  says  Green- 
berg. "It  will  be  a  bridge." 

Someone  else  making  that  claim 
might  be  greeted  with  skepticism,  or 
worse.  But  not  Maurice  Raymond  Green- 
berg, the  Catskills-bred  farm  boy-turned- 
billionaire.  In  his  24  years  as  CEO,  Green- 
berg has  successfully  networked  and 
dickered  with  democrats  and  commissars 
and  made  AIG  a  force  to  be  reckoned 
with  in  130  countries.  The  onetime  en- 
fant terrible  of  the  insurance  business 
is  now  67,  but  he  has  yet  to  slow  down, 
name  a  successor,  or  show  any  other 
sign  of  wanting  to  retire.  "It  hasn't 
crossed  my  mind  yet,"  he  says. 

Hank  Greenberg — long  ago  he  ac- 
quired the  nickname  of  the  renowned 
Detroit  Tigers  slugger — is  only  the  sec- 
ond man  to  run  AIG  since  Cornelius  Van- 
der  Starr,  who  once  owned  an  ice-cream 
parlor  in  California,  moved  to  Shanghai 
and,  in  1919,  began  selling  insurance  to 


its  citizens. 

As  outspoken  as  ^ 
Starr  was  retiring.  Green-  j 
berg  is  a  tightly  wired-in  boss  who  ; 
hors  surprises  and,  insiders  say,  often' 
in  on  the  latest  office  gossip  in  Bangk: 
or  Boston  even  before  local  manag(^ 
catch  wind  of  it.  Demanding,  profai, 
and  often  intimidating,  he's  now  movi. 
at  a  more  breakneck  clip  than  ever.  , 
SWAP  SHOP.  AIG  has  a  lot  more  goi| 
than  just  Russian  deals.  Greenberg! 
fundamentally  remaking  the  creature ; 
helped  create.  Just  as  he  once  pusb, 
pulled,  and  molded  AIG  into  the  natio; 
largest  commercial  property  and  casU 
ty  insurance  group,  Greenberg  is  nis 
creating  what  Salomon  Brothers  Inc.  ;j 
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St  A.  Michael  Frinquelli  calls  "a  glob- 
financial-services  growth  conipany." 
's  moving  into  everything  from  air- 
ft  leasing  to  trading  foreign  curren- 
;  and  interest-rate  swaps — complex 
Iging  instruments  that  permit  finan- 
institutions  to  exchange  interest 
'ments.  Swaps  are  now  one  of  the 
fastest-growing  areas  on  world 
money  markets. 
Unlike  many  CEOs,  who 
restructure  only  when  times 
are  tough  and  profits  sag- 
ging, Greenberg,  whose  com- 
pany has  $83  billion  in  assets,  is 
refashioning  AIG  from  a  position 
of  strength.  AIG  is  the  most  inter- 
national of  any  of  its  competitors, 
with  half  its  profits  coming  from 
lucrative  franchises  overseas.  AIG, 
for  example,  dominates  the  life  insur- 
nce  business  in  many  of  Asia's  fast- 
growing  economies,  from  Thailand  to 
ith  Korea.  In  Japan,  where  it  pioneer- 
U.  S.-style  auto  and  life  insurance  in 
6,  AIG  remains  the  leading  foreign  in- 
er  of  any  sort. 

Jreenberg's  global  reach  and  diversi- 
ition  push  are  giving  AIG's 
nings  a  boost  just  when 
p.y  U.  S.  insurers  have  been 
tered  by  1992's  spate  of  di- 
;trous  weather.  Although 
:,  too,  has  been  hit,  suffering 
•0  million  in  property-damage 
■ms  from  Typhoon  Omar  and 
rricanes  Andrew  and  Iniki, 
:as  been  shielded  by  the  cash 
life-insurance  and  finance 
US  continue  to  churn  out. 
financial  services  alone  ac- 
inted  for  22%  of  AIG's  pretax 
ifits  in  the  third  quarter,  up 
m  next  to  nothing  only  a 
/  years  ago.  That's  one  rea- 
i  why  analysts  estimate  AIG 
y  still  earn  a  record  $1.6  bil- 
1  in  1992,  on  revenues  of 
>ut  $18  billion,  despite  the 
rms  (charts).  Such  expecta- 
is  are  keeping  AIG's  shares 
the  stratosphere.  They  have 
red  recently  to  an  all-time 
h  of  $114,  a  dizzying  3,7409; 
lb  since  Greenberg  took  the 
ipany  public  in  1969. 
IAN  GUERRILLA.  Greenberg's 
'St  for  diversification  has 
en  AIG  into  a  flurry  of  deals. 
1990,  he  shelled  out  $1.26  bil- 
.  in  cash  and  stock  to  buy 
world's  premier  aircraft- 
sing  group.  International 
ise  Finance  Corp.  (page  109). 
■enberg  is  moving  into  new 
irance  ventures,  too.  Take 
sumer  auto  coverage  in  the 


U.  S.  A  huge  market,  it  has  never  been  a 
major  AIG  line.  Then,  earlier  this  year, 
Greenberg  spent  $27  million  for  20%  of 
the  Robert  Plan  Corp.,  a  gutsy  Lyn- 
brook  (N.  Y.)  auto  insurer  that  uses  so- 
phisticated computer  data  bases  and 
dogged  attacks  on  scam  artists  to  rack 
up  high  profits  in  inner  cities. 

An  even  bigger  move  in  life  insurance 
could  also  be  in  the  offing.  Last  year, 
Greenberg  took  a  stab  at  expanding  his 
modest  U.  S.  life  business  by  studying  a 
possible  takeover  of  the  then-troubled 
Equitable  Cos.,  which  later  was  sold  to 
France's  Groupe  Axa  for  $1  billion.  With 
the  U.S.  accounting  for  40%'  of  the 
world's  life  insurance  business,  Green- 
berg has  continued  to  sniff  around,  ex- 
amining Mutual  Life  Insurance  Co.  of 
New  York,  the  failed  Mutual  Benefit 
Life  Insurance  Co.,  and  others. 

These  excursions  are  a  sharp  depar- 
ture from  AIG's  core  property  and  casu- 
alty business,  which  (Jreenberg  built  up 
in  typically  unconventional  fashion. 
Greenberg  has  earned  a  global  reputa- 
tion as  a  one-man  Lloyd's  of  London 
who  will,  says  analyst  Frinquelli,  "take 
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on  some  of  the  grungiest  risks  around." 
Whether  it's  kidnap  insurance  for  a  mul- 
tinational manufacturer's  CEO,  liability 
coverage  for  a  trash  dump  in  Ohio,  or  a 
policy  on  a  high-tension  power  pylon  or 
an  oil  rig  in  the  North  Sea,  Greenberg 
always  seems  to  be  on  the  spot  with  a 
custom-tailored  solution.  Says  Paul  K. 
Sprague,  the  U.  S.  insurance  director  for 
Swiss  chemical  and  pharmaceutical  mak- 
er Ciba-Geigy  Ltd.:  "AIG  is  one  of  the 
few  groups  you  can  go  to  and  say,  'Let's 
cut  a  deal.'  " 

PUT-DOWNS.  This  is  the  key  to  aig's  en- 
viable ability  to  make  money.  In  target- 
ing high-risk  markets,  often  in  high-risk 
areas  of  the  world  other  insurers  shy 
away  from,  Greenberg  is  able  to  collect 
lucrative  premiums.  Also  crucial  to  AIG's 
bottom  line  is  Greenberg's  obsessive  at- 
tention to  costs.  The  company's  expense 
ratio — the  amount  of  every  premium  dol- 
lar consumed  by  overhead — is  a  mere 
217'',  five  points  below  the  U.  S.  industry 
average.  'That  gives  Greenberg  the  lee- 
way to  undercut  less  efficient  competi- 
tors and  still  earn  a  hefty  profit. 
Such  deep-pocketed  competitors  as 
America's  Chubb  and  CIGNA, 
Switzerland's  Zurich  Insurance, 
and  Germany's  Allianz  assidu- 
ously attempt  to  emulate  aig's 
formula.  But  Greenberg,  whose 
put-downs  of  colleagues,  com- 
petitors, regulators,  and  even 
customers  have  become  an  in- 
dustry legend,  remains  unim- 
pressed. "Chubb?"  he  says. 
"They  don't  break  down  their 
foreign  earnings  because  they 
don't  have  any.  They  all  want 
to  do  what  we're  doing.  But  no 
other  underwriter  in  the  world 
comes  remotely  close." 

Then  why  is  Greenberg  so 
anxious  to  move  AIG  beyond 
writing  property  and  casualty 
business?  Long  a  highly  cycli- 
cal field,  commercial  insurance 
is  now  under  pressure  from 
price-cutting,  soaring  health- 
care and  workers'  compensa- 
tion outlays,  and,  potentially, 
hundreds  of  billions  of  dollars' 
worth  of  claims  to  pay  for  the 
cleanup  of  hazardous  waste 
sites.  Says  Greenberg  with  a 
shrug:  "You've  got  to  evolve." 

In  entering  new  markets, 
however,  Greenberg  may  be 
facing  risks  as  exotic  as  any  he 
has  confronted  in  the  30  years 
since  he  left  a  fast-track  career 
at  Continental  Casualty  Corp. 
to  start  an  overseas  health  and 
accident  business  for  the  then- 
tiny  AIG.  But  he  may  have  little 
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;r.o:ce  ii  .KlG  is  to  contmue  gi-owmg. 

Can  Greenberg  hack  i:?  He  is  ac- 
knowledged worldwide  as  one  of  the 
shai-pesr  insurance  undenvTiiei-s  around. 
But  vi.-ill  he  be  as  successiui  handling  the 
massive  credit  exposures  created  by  his 
fmancial-services  ver.t'jres? 

That  isn't  the  only  long-term  risk  AIC- 
laces.  There's  Greenberg's  Tara-the-law 
m^anagement  sr^le.  "There's  only  one 
royal  highness  around  here.""  says 
Thomas  R.  Tizzio.  aig's  president  and 
property  and  casuair."  chief.  Will  that 
eonrinue  :o  sen-e  AlG  well  as  the  c-ompa- 
ny's  assets  close  in  on  .51<X'  ■ and 
Green'berg  pushes  TO'? 

Lean  and  nt  from,  daily  v.oriouL£  on 
his  exercise  bike  and  stair-climber. 
Green'berg  seem^  preoccupied  with  the 
presen.t — and  staging  at -least  two  steps 
ahead  of  the  pack.  "We  don"t  wait  until 
the  bridge  is  buUt  and  have  a  couple  of 
tanks  go  across."'  he  says.  "We  vs-ant  to 
be  the  bridge-builders.""  Indeed.  Gi"een- 
berg  keeps  underlings  at  his — and  his 
customers" — constant  beck  and  call.  "If  I 
want  to  c-all  somebody  at  Libert>"  Mutu- 
al. Fve  got  to  get  him   

by  4:4-5  in  the  after- 
noon."" says  Eugene  R 
Anderson,  a  New  Yor'^; 
insurance  lav%yer.  "Bu: 
if  I  w-ant  to  reach  som.e 
one  at  AlG.  I  can  ca'.. 
himi  a:  11:45  at  mght."' 

A  T>"pe  A  workaholic. 
Greenberg  sets  the 
samie  pace  for  hjrnsel: 
Says  Sidney  Cohen,  a 
classmate  of  Green- 
berg's at  New  Yor!-: 
Law  School  and  novv"  a:, 
attorney  for  .-.IG:  "He 
v^-orks  24.  maybe  S-^ 
hours  a  day.  and  Kt 
loves  it." 

Nowhere  Ls  that  mor-i 
apparent  than  in  Green- 
berg's travel  schedule. 
Take  this  fall.  In  be 
tween  trips  to  Moscov.- 
Green'berg  niade  it 
Capitol  Hill  to  lobby 
Senator  Sam  Nunn  (D- 
Ga.i  on  rewriting  proc- 
uci-liability  laws  an:, 
jened  to  Shanghai 
"m.y  filing  office""  jus: 
in  rime  to-  see  .iJG  br 
granted  t)ermission  t:. 
sell  business  and  p>er- 
sonal  insurance  to  th-r 
13  million  citizens  o: 
the  boom.ing  m.etropolis 
Greenberg";  chief  ally 
in  China:  Zhu  Rong;': 
the  former  mayor  c: 
Shanghai  and  a  Dower- 


fu!  mem'ber  of  the  P:l.:    :  :  - 

dons  as  the  natio'a'-  t 

Som.ething  of  a  .:--:  :  :  -  -r; 

sion  returned  .\IG  lu  ::s  . 
and  m.ade  it  the  first  foi-e:. 
lov. T  "    "hina  since  .:  . 

aftc-   .nist  Parr.-  ta- 

1949.  Days  after  volnning  AiG 
h-ad  already  wrinen  its  :.:-:  ...y,  a 
marine  insurance  one.  It"s  now  prepar- 
ing to  hire  an:  Ti-air:  hundreds  of  local 
agents  to  Sr  .surance.  '  "They're 

poised  to  ea:  market."  says  ili- 

chael  C.  Kwee.  an  .\IG  alumnus  and  pres- 
ident of  Hong  Kong-based  Pr::-::::lal 
-Asset  ^Management  .Asia  Ltd. 
LONG  SHOTS.  Washington.  Moscov.  .  ar.d 
Btr:;:::^'  .vr;:rn't  Greent-ersr's  only  stoics 
There  was  time  out  :  " 

power  breakfast  or  Sr     _   _ 

meeting  in  his  ISih-fioor  office  -  : 
lined  with  ph-:  >  ::*  hlr-.?-'*  ~1:1-.  v 
leaders.  The: 

to  Manila  al:..^  •  .::.  1  "J. 
business  executi\"es  for  meetings  on 
trade  with  President  Fidel  ?.:-:  =  ar.i 
much  of  the  Philippines'       :    .    .  : 


.^ci:::acan  a 
as  a^so  amo 


GREENBERG'S  NEW  AGENDA  iOR  AlG 


FINANCIAL  SERVICES  Rapidly  expand  trading  of  com- 
modilies,  currencies,  and  swaps.  International  Lease  Finance, 
its  aircraft^sing  group  purchased  tof  $  1.26'billion  in  1 991, 
plans  to  order  $4  billion  in  new  jetliners 

UFE  INSURANCE  May  invest  $1  billion  to  dramatically 
widen  existing  U.S.  business.  Considered  buying  Equitable, 
Travelers,  and  failed  Mutual  Benefit.  Still  shopping 

AUTO  INSURANCE  Moving  into  high-risk  urban  areas. 
Recently  bought  20%  of  Robert  Plan,  highly  profitable  insur- 
er serving  New  York  region.  Mapping  new  ventures  in 
Delaware,  Texas,  other  states 


TT7 


CHINA  Persuaded  Beijing  elite  to  allow  AlG  to  become  the 
first  foreign  insurer  permitted  to  write  policies  in  China  since 
itie  Communist  takeover  in  1 949.  Already  providing 
coverage  for  foreign  joint  ventures  in  Shanghai,  AIG's 
birthplace  53  years  ago.  Soon  will  begin  selling  Me  insur- 
ance to  the  bustling  cit/s  emerging  middle  class 
RUSSIA  Set  up  investment  bonk  with  President  Boris  Yeltsin, 
leading  military  and  industrial  interests,  and  Well  Street  and 
European  investors.  Plans  to  speed  Western  investment  in  oil, 
gas,  auto  parts,  transportation 

MEXICO  Counting  on  rapid  growth  in  trade  with  Latin 
America,  considers  expanding  49%owned  Mexican 
affiliate.  Already  o  leading  pension  fund  manager  in  Chile,  - 
AlG  pkins  to  grow  in  Argentina  if,  as  expected,  government 
privatizes  retirementftlan  system 

■WII—llllliBtW 


.rss  ehte.  A  stav.:: 
::-7T-:rader.  Green'berg 
:.  r    .  S.  e.xecutives  on  President  Bus 
:.-aac  mission  to  .Asia  last  winter. 

Such  peregrinations  often  lead  1: 
into  taking  long-shot  bets.  For  exam.i 
years  of  insurance  deals  with  the  fom 
Soviet  Union — and  Greenberg's  cona 
tions  as  the  current  deputy  chairman 
the  Federal  Reserve  Bank  of  N 
York — Whelped  pave  the  way  for  .\I 
Moscow  investment  bank  and  anotl 
new  venture  that  aims  to  sell  insura] 
to  Russian  entrepreneiu^.  And  nea 
two  decades  of  joint  ventures,  real- 
tale  investment,  and  dogged  perso 
lobbying  in  Beijing  and  Shanghai 
Greenberg  and  Henry  A.  Kissing 
Greenberg's  close  friend  and  No.  1  gl 
al  troubleshooter.  helped  open  the  d< 
::r  aIG's  return  to  China. 

Greenberg  is  ciurently  negotiating 
rsume  writing  life  insurance  in  Pj 
i".an.  wh^re  .'.iG's  life  urit  was  natioi 
ized  1;  :  t  '.  'Os.  and  lately  has  e^ 
dispatcr.cu  i".affers.  traveling  as  to 
isis.  to  check  out  the  chances  of  reiu 
ing  to  Vietnam..  T 
go-gei-"em  spirit  see 
to  have  pen  aded  e^ 
the  most  huml 
reaches  of  Greenber 
realm.  Boasts  one  i 
executive:  "^^e'U  e\ 
send  a  dugout  canoe  i 
a  river  in  the  Phil 
pines  to  sell  a  life-ins 
ance  policy."" 
OMAHA  BEACH.  Inter 
e::er^.'  and  an  appet 
for  risk  have  be 
Greenberg's  hallraar 
ever  since  his  youth 
a  farm  in  the  upsts 
New  York  vfllage  i 
Swan  Lake.  -A.t  1 
Greenberg  ran  aW 
from,  home,  lied  abc 
his  age  to  get  into  i 
.Army,  and  ended  up 
a  Ranger,  taking  part 
"  -7  Allies'  landing 

-l  a   Beach.  Ba 
nome  after  the  war,  i 
anended  the  Univers 
of  Miami  and  New  Yc 
Law  School,  only  to 
recalled    to  Kort 
Pressed  into  senice 
a  defense  attorney  , 
coiua-martials  of  Gis 
cused  of  smuggling  a 
other  petrv  offenses, 
imm.ediately  won  1 
;        anders'    ire  • 

:.g  a  string 
acquittals.  i 
.After  moving  on  I 


106  i 


TOKYO  SALES  OFFICE:  HALF  OF  AIG'S  PROFITS  COME  FROM  LUCRATIVE  FRANCHISES  OVERSEAS 


fibat  duty  on  the  front,  Greenberg  re- 
ned  to  New  York.  Without  a  job  and 
h  his  wife,  college  sweetheart  Co- 
ae,  and  the  first  of  their  four  children 
feed,  the  young  lawyer  began  knock- 
on  doors  along  William  Street,  the 
.rt  of  New  York's  insurance  district, 
cuffed  by  an  officious  personnel  man 
Continental  Casualty,  Greenberg  re- 
s,  he  searched  out  the  man's  boss 
I  chewed  him  out  for  the  assistant's 
avior.  "I  left  with  a  job,"  Greenberg 
les.  "That's  how  I  got  into  insurance, 
vas  great  career  planning." 
He's  got  a  low  tolerance  for 
pie  who  are  incompetent,"  says 
red  Army  Brig.  Gen.  John  E. 
rray,  a  Korean  War  buddy  of 
■enberg's.  "He  doesn't  mince 
words,  and  a  lot  of  them  are 
r-letter  ones." 

lOR  MOVES.  Greenberg  showed 
proclivity  for  shaking  things  up 
lis  early  days  at  AlG  when  he 
i  put  in  charge  of  American 
Tie,  a  dog-eared  division  strug- 
g  to  market  personal  and  small- 
iness  policies.  Soon  after  taking 
r  the  unit,  Greenberg  dumped 
entire  business  and  repositioned 
s  a  provider  of  multimillion-dol- 
insurance  lines  to  big  corpora- 
s.  As  a  reward  for  the  turn- 
and,  Starr  handpicked  Green- 
?  as  his  successor  a  few  months 
lOre  his  death  in  1969,  leapfrog- 


ging him  over  two  more  senior  rivals. 

Over  the  past  year,  Greenberg  has  or- 
dered his  money-losing  New  Hampshire 
Insurance  Group  to  withdraw  from  writ- 
ing consumer  policies.  He  is  now  turning 
it  into  an  outlet  selling  megacorporation- 
style  coverage  tailored  for  midsize  busi- 
nesses. He  has  also  scaled  back  cover- 
age for  workers'  compensation  and 
commercial  trucking. 

But  these  activities  are  chip  shots 
compared  to  his  major  new  ventures  in 
financial  services.  The  moves  were  made 


possible  by  mg's  AAA  credit  rating,  its 
dearth  of  bad  real-estate  loans,  and  a 
portfolio  of  high-quality  government  and 
corporate  bonds  that  is  worth  about  $1 
billion  more  than  its  $26.2  billion  book 
value.  Greenberg's  corps  of  dealers, 
schooled  at  Drexel  Burnham  Lambert 
Inc.,  Goldman,  Sachs  &  Co.,  and  other 
houses,  are  now  trading  up  a  storm  in 
bullion,  foreign  exchange,  and  swaps. 
Greenberg's  traders  specialize  in  using 
the  company's  high  credit  rating  as  the 
security  for  unusual  transactions  that 
can  stretch  out  for  10,  20,  or  even 
30  years — ones  that  risk-averse 
banks  generally  shun. 

Since  ex-Drexel  dealmaker  How- 
ard B.  Sosin  set  up  the  80% -owned 
AIG  Financial  Products  Corp.  in 
partnership  with  Greenberg  in 
1987,  for  example,  the  insurer  has 
built  up  $89  billion  in  swaps,  many 
of  them  with  lower-rated  states 
and  municipalities.  Take  the  Los 
Angeles  County  Transportation 
Commission.  It  recently  concluded 
a  swap  deal  with  Sosin's  group  that 
protects  the  body  against  interest- 
rate  swings  on  $98  million  worth  of 
floating-rate  notes.  In  effect,  .A.IG 
Financial  Products  took  over  the 
commission's  obligation  to  pay  a 
floating  rate  of  interest  to  inves- 
tors for  the  next  20  years.  In  re- 
turn, the  commission  locked  in  its 
financing  costs  by  agreeing  to  pay 


the  unit  a  fixed  rate  for 
the  entire  period.  Despite 
AlG's  fees,  the  transac- 
tion still  saved  the  com- 
mission nearly  half  a  per- 
centage point  over  what 
it  would  have  had  to  pay 
by  issuing  fixed-rate  delit 
on  its  own. 

Such  activities  generat- 
ed $105  million  in  pretax 
profits  for  AIG  last  year 
and,  according  to  bank- 
ing sources,  brought  So- 
sin  an  estimated  $3  mil- 
lion to  $5  million  in 
compensation.  Sosin, 
through  a  spokesman, 
declined  to  comment.  But 
high  compensation  for 
high  achievement  is  a 
way  of  life  around  AlG. 

Greenberg  earned 
$1.95  million  last  year,  and  he  now  con- 
trols 2.2%  of  aig's  shares,  worth  a  cool 
$520  million.  On  their  own  and  through 
two  private  hoding  companies,  Green- 
berg and  a  small  band  of  other  top  AIG 
managers  and  alumni  own  another  29% 
of  the  company's  stock.  Greenberg's  in- 
terests in  these  holding  companies  alone 
may  be  worth  an  additional  $500  million 
or  more.  "What  makes  AIG  unique  is  the 
ownership  by  top  management  and  insid- 
ers," says  Smith  Barney,  Harris  Upham 
&  Co.  analyst  Ronald  W.  Frank.  "You 
want  to  have  a  management  that  eats  its 
own  cooking.  These  guys  assuredly  do." 

With  such  a  major  stake  in  AIG,  it's 
thus  no  wonder  that  Greenberg,  a  dedi- 
cated pennypincher  who  favors  a  plastic 
Casio  runner's  watch  over  the  typical 
CEO's  gold  Rolex,  keeps  an  eye  on  aig's 
coffers  as  if  they  were  his  own.  But  in 
addition  to  being  a  ruthless  cost-cutter, 
Greenberg  has  gained  a 
reputation  as  the  Street's 
sharpest  bargainer. 

Many  big  insurance 
customers  and  brokers 
contend  that  prying  cash 
out  of  AIG  can  be  an  ex- 
cruciatingly difficult  af- 
fair, often  solved  only  af- 
ter a  tough  legal  battle 
over  the  many  delicate 
nuances  in  its  complex 
policies.  Attorney  Ander- 
son, who  .has  opposed 
AIG  in  many  cases,  re- 
calls that  "when  I  give 
after-dinner  speeches,  I 
say  that  every  speaker 
tells  a  joke.  I'm  going  to 
tell  you  one  now.  Green- 
berg paid  a  claim" 

Greenberg  bristles: 
"That's  a  bad  rap.  ^  'ou'rt 


AIG'S  KAREN  HU  IN  SHANGHAI:  13  MILLION  FRESH  PROSPECTS 


always  going  to  find  you  haven't  made 
someone  happy."  Noting  that  many  such 
disputes  stem  from  a  long-running  bat- 
tle between  insurers  and  customers  over 
coverage  of  years-old  environmental 
claims  stemming  from  the  federal  Super- 
fund  cleanup  program,  he  insists  that 
"we'll  pay  every  fair  claim,  and  will  re- 
sist every  claim  we  shouldn't  pay." 

Nonetheless,  some  major  customers 
remain  unimpressed.  F.MC  Corp.,  for  in- 
stance, is  currently  suing  AIG,  Liberty 
Mutual,  and  163  other  insurers  in  Cali- 
fornia to  determine  whether  policies  sold 
as  far  back  as  the  1940s  will  pay  to  clean 
up  79  identified  hazardous  waste  sites 
nationwide.  Much  of  the  case  hinges  on 
technicalities,  including  the  changing  le- 
gal definition  of  such  terms  as  "sudden 
and  accidental"  damages.  While  AIG, 
which  has  played  a  leading  role  in  the 
defense,  lost  a  round  in  the  stale  Su- 


preme Court  last  year 
is  continuing  to  slug' 
out.  "KMC  bought  CO 
prehensive  general-lialj 
ity  coverage  over  t 
years,"  says  Bowen 
Tucker,  FMC's  senior  1 
'<^l  gation  counsel.  "We 
/jmRU^h  just  trying  to  get  the 
surance  that  we  think  1 
paid  for." 

Greenberg  worries 
good  deal  about  the  loi 
term  threat  to  AIG  a 
other  insurers  from  i 
perfund  claims  and  na 
ral  disasters,  such  as 
earthquake  even  mc 
massive  than  the  rec6 
one  that  laid  waste  i 
parts  of  San  Francisj 
and  Oakland.  Greenbg 
contends  that  such  a  i 
tastrophe  could  wipe  out  much  of  tj 
U.  S.  insurance  industry's  ready  cal 
and  cause  a  crash  in  the  bond  mar^ 
as  insurers  madly  sell  assets  to  ra 
more  funds.  To  stave  off  such  a  fin? 
cial  calamity,  he  proposes  a  Federal  I 
posit  Insurance  Corp.-type  body  to  cov 
insurance-company  failures.  He  also  i 
vocates  a  no-fault  hazardous  was 
cleanup  system,  financed  by  a  2"/  fed' 
al  tax  on  business  insurance  premiun 
to  supplant  the  goverimient's  Superfu 
program. 

OPEN  NEPOTISM.  A  much  more  tangil 
risk  to  AIG,  though,  is  the  apparent  la 
of  a  successor  to  Greenberg.  His  stroi 
advocacy  of  turning  even  modest-si 
product  lines  into  discrete  profit  centf 
has  built  up  a  cadre  of  bottom-line  d 
ented,  thirtysomething  managers.  But 
aig's  upper  reaches,  many  of  Gre( 
berg's  closest  advisers  are  themselves: 
their  70s  and  up.  A; 
while  Wall  Streeters  d 
mire  Tizzio,  54,  and  Vii 
Chairman  Edward 
Matthews,  61,  t 
group's  CFO,  most  c 
servers  still  belie' 
Greenberg  is  keeping  1 
chair  warm  for  his  eldt 
son,  Jeffrey,  41. 

Regarded  as  a  talenti 
insurance  man  in  his  o\ 
right,  Jeff,  whom  his  d- 
promoted  in  1991  to  he 
aig's  influential  domes: 
brokerage  unit,  nonetl' 
less  raised  a  ruckus  i 
Florida  and  Louisia; 
last  September  by  urgi : 
executives  to  press  f 
rate  hikes  in  Hurricas 
.\ndrew's  wake.  Throu;! 
a  spokesman,  Jeff  Gret 
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■rg  (Iccliiii's  to  (■(iiiinu'iil.  His  fatlier  is 
[Uaily  relici'iit  on  disclosing  who  might 
entually  follow  him  as  CEO,  saying: 
Ve  have  several  vice-chairmen.  If  I 
ke  the  wrong  bus,  someone  will  suc- 
ed  me.  Will  I  disclose  who  it  is?  No." 
it  at  least  two  top  managers,  life-in- 
rance  boss  George  A.  Abouzeid  and 
seph  P.  DeAlessandro,  now  Primerica 
)rp.'s  insurance  chief,  are  said  to  have 


quit  in  recent  years  after  tiring  of  wait- 
ing for  Greenberg  to  consider  them  for 
his  job.  "It  got  to  the  point  where  I  was 
58  and  Hank  61,"  says  Abouzeid.  "I  felt 
that  even  if  I  had  a  shot  at  his  seat,  it 
should  be  someone  in  his  mid-40s.  There 
was  no  point  hanging  around." 

Perhaps  reflecting  its  Chinese  roots, 
AIG  places  a  high  value  on  family  ties. 
Sons  and  nephews  of  Starr's  original  col- 


leagues continue  to  hold  key  positions, 
and  two  other  Greenberg  sons,  Evan,  87, 
and  Scott,  84,  are  also  .wc,  managers. 
Nonetheless,  it's  clear  who's  the  boss. 
Over  the  past  24  years.  Hank  Greenberg 
has  piloted  through  plenty  of  un- 
charted waters.  At  67,  he's  hardly  done 
with  the  job. 

B>/  William  (Hasgall  in  Ncir  York,  with 
bureau  reports 


IN  AIG'S  HANGAR:  A  JET  TYCOON  WITH  A  GREAT  SENSE  OF  TIMING 


Steven  F.  Udvar-Hazy  is  not  one 
to  let  friendship  stand  in  the  way 
of  business.  Just  ask  America 
Vest  Airlines  Inc.  founder  Edward  R. 
ieauvais.  Hazy,  chief  executive  of  In- 
ernational  Lease  Finance  Corp., 
elped  Beauvais  get  off  the  ground  in 
983  with  three  leased  Boeing  737s. 
'hey  became  pals,  even  skiing  togeth- 
r.  But  when  America  West  ran  low  on 
unds  in  1991,  Hazy  had  no  qualms 
bout  yanking  back  iLFC's  planes  and  a 
4  million  deposit.  The  next  day,  Amer- 
:a  West  filed  for  bankruptcy.  Says 
lazy:  "We  benefited  from  America 
I'est's  failure  and  managed  to  stay 
ut  of  their  bag  of  snakes." 
Good  timing  and  a  keen  eye  for  prof- 
,s  have  long  marked  Hazy's  career.  As 
high-flying  aircraft  lessor,  he  made 
is  biggest  deal  ever  when  American 
iternational  Group  Inc.  bought  ilfc  in 
990  for  $1.26  billion  in  cash  and  stock, 
he  high  price  tag  raised  eyebrows  on 
/all  Street,  especially  after  Iraq's  in- 
asion  of  Kuwait  sent  airlines  into  a 
eep  slump.  But  as  travel  has  slowly 
^covered,  Hazy,  who,  along  with  his 
vo  co-founders,  agreed  to  stay  on  for 
"generous"  pay  package  based  on 
.PC's  profits,  has  become  one  of  aig's 
lost  prolific  money-makers.  Smiles 
IG  Chairman  Maurice  R.  Greenberg: 
ILFC  is  doing  very  well. 
:uite  well." 

RAILING    SMOKE.  In- 

sed,  ILFC  now  makes 
p  some  10%'  of  aIG's 
retax  profits,  earning 
165  million  in  the  first 
ine  months  of  the  year 
1  $516  million  in  reve- 
ues  (chart).  With  mon- 
f  coming  in  so  fast, 
azy  is  now  preparing 
>  cash  in  on  the  trou- 
ies  of  Irish  archrival 
PA  Group  PLC,  which  is 
■ying  to  restructure  $3  billion  in  loans, 
azy  suggests  that  ILFC  may  pick  up 
>me  of  CPA's  aircraft  on  the  cheap. 
'A''e  don't  want  to  see  GPA  fail,"  says 
azy,  "but  we  would  like  to  see  them 
i  a  second-tier  competitor." 


Even  if  he  doesn't 
snare  any  GPA  craft, 
that  won't  hurt 
Hazy's  plans  to  ex- 
pand his  180-plane 
fleet,  worth  $6  bil- 
lion. He  expects  in 
December  to  wrap 
up  $4  billion  in  or- 
ders for  some  90 
Airbus  and  Boeing 
jets  for  delivery  be- 
ginning in  1994.  But 
he's  hardly  paying 
top  dollar.  Sources 
close  to  the  negotia- 
tions with  Boeing 
Co.  and  Airbus  In- 
dustrie say  ILFC  may 
get  discounts  as  big 
as  307f  off  current 
asking  prices  for  a 
fleet  of  soon-to-de- 
but 777s  and  more. 

A  Hungarian  who 
fled  after  the  1956 
Soviet  occupation  of 
his  homeland.  Hazy 
launched  ILFC  after 
meeting  Louis  Gonda  while  the  two 
were  college  students  in  Los  Angeles. 
In  1973,  Hazy,  Gonda,  and  his  father, 
Leslie,  pooled  their  savings,  bought  a 
DC-8  for  $150,000,  and 
leased  it  to  Aeromexico. 
From  then  on,  Hazy 
avoided  the  troubles 
plaguing  GPA  and  many 
weakened  carriers  by 
building  carefully.  With 
airlines  expanding  in 
the  easy-money  1980s, 
carriers  and  ILFC's  leas- 
ing competitors  vied  to 
pay  inflated  prices  for 
aging  planes.  But  ILFC 
moved  slowly,  avoiding 
weak  carriers  and  stick- 
ing with  newer  aircraft. 

With  one  of  the  best  fleets  aloft. 
Hazy  expects  ILFC's  revenues  to  sur- 
pass $1  billion  next  year.  Yet  it  has  a 
work  force  of  just  39,  the  most  impor- 
tant of  whom  clearly  is  Hazy  himself. 


Like  aig's  Greenberg,  he's  a  hands-on 
manager-dealmaker.  Dapper,  charm- 
ing, fluent  in  Hungarian,  English,  and 
Spanish,  Hazy  pilots  the  company's 
Lear  jet  around  the  globe  in  search  of 
business.  "He's  the  best  negotiator  in 
the  industry,"  says  John  Leahy,  vice- 
president  of  Airbus  Industrie  of  North 
America,  who  in  1988  sold  Hazy  $1.3 
billion  worth  of  planes  in  one  order. 

In  one  recent  all-night  session  in  a 
hotel  near  Gatwick  Airport,  Hazy  or- 
chestrated the  takeover  of  failing  Eu- 
ropean carrier  Dan-Air  Services  Ltd. 
by  British  Airways  PLC.  Arguing  ba 
would  get  new  routes  at  a  bargain 
price,  he  persuaded  the  line  to  pay  off 
Dan-Air's  debts  and  take  over  nine 
iLFC-owned  Boeing  737s  and  three  oth- 
ers owned  by  Citibank. 

Hazy  also  used  the  opportunity  to 
lease  three  more  planes  to  ba.  With 
Hazy,  keeping  iLFC's  planes  flying  is 
mission  No.  1. 

By  Eric  Sc/iine  in  Los  Angeles 


R  STORY 


This  is  a  picture  of  II 


First  off,  this  isn't  a  photo  of  a  car. 

It's  a  computcr-generatt'd  image  created  by 
cruncliing  billions  of  mathematical  design  specs  st( 
in  a  database. 

I  be  work  was  done  by  an  advanced  parallel 
processor  called  the  IBM  POWER  Visualization 
System.'  h  turns  numbers  into  pictures  about  30  tii 
faster  than  could  Ix-  done  Ix'fore. 

But  this  isn't  about  the  speed  of  a  computer,  i| 
about  the  speed  of  IBM.  Speed-to-market  is  critic£(l 
us  (and  our  customers),  so  our  research  division  dc'; 
oped  the  POWER  Visualization  System  as  part  of  ai 


iS  1992  IBM  Corp  The  POWER  Visualiiation  Syslem  is  a  IraOemart.  of  IBM  Co'[i  Da!;)  .  ourlesy  of  C  hf ysier  C  O'p 


Lg  faster. 


iment.  To  see  if  we  could  create  breakthrough 
cts  as  quickly  as  any  start-up  company,  they  set 
'ir  own  start-up  within  IBM. 
Working  with  almost  complete  independence, 
hose  a  market,  selected  a  pool  of  talented  people 
"ganized  around  a  customer  need,  a  tight  budget 
1  unforgiving  timetable.  In  record  time,  they  had 
i;m  that  turns  mind-numbing  volumes  of  data 
igh-rcsohition  pictures  quicklv  enough  to 
r  in  lull  motion,  like  movies. 
iThey  came  up  with  something  else  IBM  likes — 
>  ners.  Scientists,  engineers,  designers,  even 


filmmakers  use  the  POWER  Visualization  Svstem  to  see 
images  in  motion — of  molecules,  weather  patterns,  oil 
deposits  and  more — that  were  once  unseeable.  Opening 
new  vistas,  not  just  on  computer  schmmis,  but  in  minds. 

But  for  us,  the  reward  of  this  etlort  comes  as  much 
from  its  process  as  Irom  the  j)roduct.  We've  seen 
lirsthand  how  a  hi<f  outfit  can  work  like  a  small  one,  and 
the  effect  is  rippling  throughout  IBM. 

The  POW  ER  Visualization  Svstem  may  be  able  to 

improve  how  you  do  things,  too.    —  » 

To  learn  more  about  it.  please  ~  ^=  

call  us  at  1  800  .388-0820.  =  "  = 
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BANKING  I 


BANKS  ARE  LENDING 
—TO  THE  FEDS 


Buying  more  long-term  U.S.  securities  is  paying  off,  but . . . 


u 


Ip  in  Syracuse,  N.  Y.,  OXBANCorp 
line,  a  bank  with  assets  of  $2.5 
jillion,  is  making  a  ton  of  money 
in  a  rather  unbanklike  way.  It  borrows 
short-term  money  at  39! ,  then  buys  long- 
er-term U.  S.  government  and  agency  se- 
curities yielding  6.57'  or  more — and 
pockets  the  difference.  The  result:  a  big- 
ger balance  sheet  and  record  profits. 

"Our  shareholders  demand  an  ade- 
quate return  on  equity,"  says  Randy  J. 
Wiley,  ONB.XNCorp's  vice-president  for  in- 
vestments and  funds  management.  His 
bank  is  an  active  and  profitable  lender. 
But,  he  adds,  "we  did  not  have  enough 
loan  demand  that  we  could  grow  the 
bank  the  normal  way." 
RATE  RISE?.  Banks  across  the  counti'y  are 
using  the  same  strategy.  In  effect, 
they're  lending  to  the  government  in- 
stead of  to  companies  and  individuals. 
And  with  the  gap  between  longer-term 
rates  and  banks'  short-term  borrowing 
costs  near  an  all-time  peak,  bank  earn- 
ings are  soaring. 

But  there's  potentially  a  big  catch: 
What  if  interest  rates  were  to  rise?  That 


possibility  is  quite  real,  since  the  econo- 
my is  showing  signs  of  recovering  at 
last.  On  Nov.  23,  Robert  B.  Reich,  who 
heads  Bill  Clinton's  transition  economic 
team,  said  the  new  Administration  might 
be  willing  to  increase  the  budget  deficit 
for  a  brief  term  to  stimulate  the  econo- 
my. The  deficit  is  already  running  high- 
er than  expected. 


OUT  OF  LOANS 
AND  INTO  BONDS 


500  i      ASSET  HOLDINGS  OF  FEDERALLY 
INSURED  COMMERCIAL  BANKS 


"JUNE  30, '90  JUNE  30, '91  JUNE  30, '92 

▲  BILLIONS  OE  DOLLARS     DATA:  FEDERAL  DEPOSIT  INSURANCE  CORP 


Short-term  rates  h; 
already  been  cliitibing; 
late   November,  thr 
.  month    Treasury  b 

fC  were  trading  at  3.29%, 

from  2.65%  at  the  bejj 
ning  of  October.  If  tl 
trend  continues,  ban 
funding  costs  will  r 
cutting  into  their  pro 
from  investing.  And  hi 
er  long-term  rates  wo 
drive  down  prices  on 
securities  that  banks 
holding. 

The  prospect  of  higi 
rates  is  worrying  reg^ 
tors  and  industry  e.xpei 
Federal  Reserve  Boi 
Chairman  Alan  Grej 
span  said  in  a  Nov.  i 
speech  that  while  hej 
not  seriously  disturb 
"it  is  probably  true  t\ 
greater  interest-rate  rij 
have  developed  of  late.| 
As  regulators,  we  v 
both  credit  and  interest  rate  risks 
matters  of  concern."  Henry  Kaufm 
president  of  Henry  Kaufman  &  Co.  <j 
former  chief  economist  at  Saloni 
Brothers  Inc.,  points  to  a  more  dire  fi 
sibility:  If  higher  rates  erode  banks'  j 
realized  profits,  banks  will  become  e'l 
more  cautious  instead  of  expand 
credit.  "That  would  contribute  to  ch 
ing  an  economic  expansion,"  he  says 
Bankers  tend  to  discount  the  ris 
ONBANCorp's  Wiley  says  he's  keepinj 
close  watch  on  his  bank's  investmj 
portfolio  so  he  won't  get  caught  if  ral 
rise.  But  he  adds:  "If  banks  are  holdj 
Treasuries  for  sale  and  not  actively  mj 
aging  them,  I'm  sure  some  of  them  ) 
licking  their  wounds  as  we  speak." 

Banks'  move  into  securities  and  av 
from  loans  has  been  dramatic  (chart), 
the  end  of  June,  banks'  investment  p( 
folios  stood  at  $734  billion,  dwarf 
their  $546  billion  in  commercial  and 
dustrial  loans.  As  of  last  June,  m 
than  1,200  banks  had  at  least  20% 
their  assets  in  investment  securities  v. 
maturities  of  five  years  or  more.  Ti 
sury  securities  accounted  for  most 
the  portfolio  growth  in  1991:  Banks  a 
ed  $56  billion  in  T-notes  and  bondsf 
their  investments,  bringing  their  Ti,! 
sury  holdings  to  $229  billion,  accordl 
to  the  Federal  Deposit  Insurance  Cof 
Banks  were  lured  into  securities  i; 
weak  loan  demand  and  an  aversionji 
lending  to  any  but  the  safest  customft 
"We  want  to  lend  money.  We've  ') 
money  to  lend,"  says  Jack  W.  Pari-! 
chief  financial  officer  at  Union  Plant;i 
Corp.  in  Memphis.  "We  would  likef 
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ve  mow  hians  iiiid  fewer  Treiisury  se- 
-ities,"  he  says,  but  the  bank  isn't  get- 
g  enough  loan  requests  from  cre- 
worthy  borrowers.  Bankers  also  note 
it  regulators  require  them  to  set  aside 
in  capital  for  every  $100  they  lend  to 
npanies,  but  there  is  no  such  standard 
en  they  buy  a  Treasury  security. 
Regional  banks  have  the  greatest  pro- 
•tion  of  their  assets  in  investment  se- 
•ities.  Unlike  big  multinationals,  they 
I't  have  a  lot  of  other  choices  if  local 
Tiand  for  credit  is  soft.  "When  you 
I't  have  the  loan  demand,  there's  only 
i  place  to  put  your  money,  and  that's 
estments,"  says  Tom  Frost,  chairman 
i  chief  executive  officer  of  Cullen/ 
3st  Bankers  Inc.  in  San  Antonio, 
r  CUSHION.  Many  bankers  with  large 
;asury  positions  say  they  have  hedged 
mselves  against  rate  changes  by  buy- 
•  swap  or  futures  contracts.  Others 
I  looking  for  longer-term,  fixed-rate 
iding  for  their  securities  positions, 
ich  sometimes  have  maturities  of  five 
irs  or  more.  Roughly  three  dozen 
iks  have  tapped  the  long-term  debt 
rket  since  the  end  of  June.  Still  oth- 
have  launched  campaigns  to  get  de- 
btors to  take  out  one-  and  two-year 
tificates  of  deposit. 
Jnder  current  rules,  however,  regula- 
s  have  few  ways  to  check  how  well 
iks  are  hedging  themselves.  Examin- 
must  rely  heavily  on  their  own  inter- 
itations  of  a  bank's  data  to  determine 
ether  a  bank  is  taking  too  much  inter- 
-rate  risk,  says  Robert  L.  Inskeep  Jr., 
ector  of  large-bank  supervision  at  the 
:'ice  of  the  Comptroller  of  the  Curren- 
In  any  case,  hedging  is  no  panacea, 
len  banks  hedge  away  their  risk,  they 
Ige  away  their  fat  profits  as  well, 
'''ew  observers  expect  bank  failures 
m  if  rates  spike  upward.  Many 
dthy  banks,  such  as  ONBANCorp,  have 
ushion  of  millions  of  dollars  in  unreal- 
i  gains  on  their  investments.  More- 
T,  government-securities  markets  are 
hly  liquid,  so  banks  could  unload  in- 
tments  fast  if  necessary.  And  banks 
!  often  keep  deposit  rates  down  even 
er  market  rates  rise.  Three-month  CD 
es  have  actually  dropped  in  the  past 
)  months,  according  to  industry  news- 
er  Bank  Rate  Monitor: 
lichard  D.  Lodge,  head  of  funds  man- 
;ment  at  Banc  One  Corp.,  says  higher 
trt-term  rates  can  even  signal  stron- 
■  business-loan  demand,  which  would 
good  for  banks.  "You  usually  don't 
^e  high  short-term  rates  associated 
h  lousy  economic  growth,"  he  notes, 
iut  if  rates  do  spike,  many  banks  will 
'e  to  wave  goodbye  to  some  of  their 
iest  and  most  bountiful  profits  in 
irs. 

iy  Kelley  Holland  in  New  York,  with 
m  Foust  and  Mike  McNamee  in 
'shington 


MARKETS  &  INVESTMENTS! 


A  BOTTOM-FISHER'S  BEST 
CATCH  MIGHT  BE  BIG  BLUE 


The  Street  is  almost  uniformly  negative — which  often  means  'buy' 


For  month  after  exasperating 
month.  Wall  Street  has  been  treat- 
ed to  a  true-life  drama:  Waiting 
for  Big  Blue.  It's  becoming  awfully  mo- 
notonous. IBM's  earnings  are  pummeled 
in  Europe.  Its  stock  falls.  Analysts  ques- 
tion the  dividend.  Its  stock  falls.  Nothing 
happens.  Its  stock  falls.  Today,  IBM's 
shares  are  down  27%  in  1992,  to  about 
65 — a  10-year  low.  And  Big  Blue's 
800,000  shareholders  are  still  waiting — 
for  their  misery  to  end. 

Well,  there  are  promising  signs  that 
the  dreary  saga  of  IBM's  stock  is  finally 
reaching  a  denouement.  For  one 
thing,  a  host  of  widely  accepted 
indicators  are  boding  well  for  the 
computer  giant  as  a  contrarian 
stock  play.  And  against-the-grain 
investors  have  another  major 
source  of  cheer — the  dour  stance 
of  the  dozens  of  analysts  who  fol- 
low IBM.  With  a  smattering  of  ex- 
ceptions— notably  Don  Young  of 
Shearson  Lehman  Brothers  Inc. 
and  Mark  C.  Jordan  of  A.  G.  Ed- 
wards &  Sons  Inc. — analysts  have 
become  indifferent  or  even  hostile. 
MASS  MISS.  That  puts  them  in  a 
peculiar  position.  One  of  the 
Street's  abiding  truths  is  that 
when  analysts  all  feel  the  same 
way,  good  or  bad,  they  have  a  ten- 
dency to  be  wrong.  "Generally 
speaking,  when  you  see  such  neg- 
ative sentiment,  it  represents  a 
buying  opportunity,"  concedes 
William  Milton,  a  Brown  Brothers 
Harriman  &  Co.  analyst  who  was 
one  of  the  first  to  turn  sour  on  Big 
Blue  and  is  still  skeptical  about 
the  computer  giant's  prospects. 

The  valuation  numbers  certainly  seem 
to  stack  up  in  IBM's  favor  lately.  Its 
dividend  yield — 1A7'- — is  almost  five  per- 
centage points  higher  than  the  yield  of 
the  Standard  &  Poor's  500-stock  index 
and  is  one  of  the  highest  to  be  found 
even  among  utilities.  Its  price-earnings 
ratio  of  14,  based  on  the  average  of  ana- 
lysts' estimates  for  1992  earnings,  is 
well  below  the  S&P  500's  overall  p-e  of 
23.  And  IR.M  is  trading  at  just  a  hair  over 
the  value  of  its  assets  as  stated  in  its 
balance  sheets — a  price-to-book  ratio 
that  has  begun  to  convince  some  mar- 
ket-watchers that  IBM  is  bottoming  out 
and  could  easily  rise  from  here.  "I  per- 


sonally think  it  has  fallen  so  far  that 
[IBM]  is  getting  to  be  a  value  stock,"  says 
E.  Michael  Metz,  chief  investment  strat- 
egist at  Oppenheimer  &  Co. 

True,  analysts  have  been  casting 
doubt  on  the  future  of  Big  Blue's  divi- 
dend. They  note  that  the  $4.84-a-share 
payout  actually  exceeds  the  $4.68  a 
share  that  IBM  is  expected  to  earn  in 

1992,  and  it  will  soak  up  two-thirds  of 
the  $6.26  a  share  in  profits  expected  in 

1993.  But  a  company  spokes[)erson  reaf- 
firms IBM's  longstanding  contention  that 
it  has  "no  plans  and  no  need  to  cut  the 
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dividend."  Even  the  most  bearish  ana- 
lysts agree  that  a  dividend  cut  is  already 
reflected  in  the  share  price  and  that  a 
resurgence  in  confidence  in  the  dividend 
stands  to  boost  the  share  price — to  per- 
haps $80  or  more,  in  Young's  view.  "The 
company  has  been  very,  very  vocal 
[about  the  dividend],  and  that  gives 
them  an  almost  fiduciary  responsibility 
to  their  shareholders,"  asserts  John  B. 
Jones  Jr.,  who  follows  IB.M  for  Salomon 
Brothers  Inc. 

Another  potential  source  of  cheer  is 
the  possibility  of  a  breakup  of  the  com- 
pany. The  idea  would  be  to  spin  off,  say, 
the  competition-plagued  PC  operations, 
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as  well  as  the  company's  financial  sub- 
sidiaries. Such  a  move  would  eliminate  a 
drag  on  earnings,  reduce  debt,  and  give 
the  market  more  confidence  in  the  divi- 
dend. Oppenheimer's  Metz  believes  that 
a  split-up  IB.M  might  be  worth  as  much 
as  $90  a  share. 

The  bullish  scenario  is  tempting.  But 
is  it  credible'.'  After  all,  IB.M  has  appeared 
to  be  a  "screaming  buy"  by  contrarians 


in  the  past — and  investors  have  wound 
up  screaming.  Over  the  short  term,  Big 
Blue  shares  will  probably  be  depressed 
until  New  Year's  Eve  by  tax-motivated 
selling.  That  could  keep  the  shares  mov- 
ing south,  perhaps  into  the  50s.  Mean- 
while, the  sore  point  that  has  plagued 
IB.M — crummy  earnings — remains  an 
open  question.  Negative  earnings  sur- 
prises have  repeatedly  sent  IB.M  shares 


tumbling.  "What  scares  me  is  fundanK- 
tal — the  deterioration  in  demand  {' 
products  and  services,"  says  Milton.  ( 
cut  my  earnings  estimate  for  the  fni: 
quarter  recently,  but  I'm  not  surt 
was  enough  of  a  cut."  Of  course,  a 
lysts  have  been  proven  wrong  abom  i: 
time  and  again.  Heaven  help  Big  Rl  ic 
this  time  they  are  right. 

By  Gnnj  I(V/,s-,s-  ///  .\'< 


INSURANCE! 


COLIISION 
COURSE 


California's  car-iiisurance 
Proposition  103  comes  to  trial 


ROLLBACK  FOE 
LOUIS  FOSTER: 
"WE  DON'T  OWE 
ONE  PENNY" 


Four  years  ago,  Californians  voted 
themselves  a  20/f  cut  in  their  surg- 
ing auto-insurance  rates.  Unfortu- 
nately for  motorists,  Proposition  103,  as 
it's  called,  was  too  good  to  be  true.  Nu- 
merous delays  have  bogged  down  imple- 
mentation (table).  Now,  the  rate  cut  is 
headed  for  yet  another  legal  showdown 
that  may  end  the  saga — eventually. 

On  Nov.  30,  Los  Angeles  Superior 
Court  will  hear  an  industry  challenge  to 
the  rollback  plan  proposed  by  Insurance 
Commissioner  John  Garamendi.  This 
would  give  Golden  State  motorists,  who 
pay  an  average  premium  of  $751  a  year, 
an  estimated  8100  rebate  per  car. 

The  outlook  for  impatient  motorists, 
though,  remains  murky.  The  court  is 
likely  to  uphold  Prop  103.  But  the  in- 
formed betting  is  that  the  judge  won't 
let  Garamendi  push  through  a  blanket 
rollback  in  the  country's  largest  (S12  bil- 
lion) car-insurance  market.  Instead,  it  is 
likely  that  Garamendi  will  have  to  take 
on  many  of  the  state's  400  companies  on 
a  case-by-case  basis  before  his  agency's 
administrative  tribunals  and  perhaps,  on 
appeal,  in  the  courts.  Otherwise,  says 
Terry  J.  Houlihan,  a  partner  at  McCut- 
chen,  Doyle,  Brown  &  Enersen,  a  San 
Francisco  law  firm  representing  one  of 
the  insurers,  there's  a  danger  that  "com- 
panies are  being  denied  due  process." 
The  upshot:,  more  delays  in  giving  mo- 
torists Prop  103's  bounty. 
FLAT  IRE.  When  Prop  103  was  passed,  in 
1988,  it  sparked  a  nationwide  revolt 
against  spiraling  auto  premiums.  Three 
states  pushed  through  similar  rollbacks: 
New  Jersey,  Pennsylvania,  and  South 
Carolina.  But  the  insurgency  has  pe- 
tered out.  In  1990,  Arizona  voters  turned 
back  a  Prop  103  look-alike,  and  after 


Nevada  lawmakers  approved  a  rollback 
initiative,  a  court  struck  it  down.  Nation- 
ally, the  recession  has  cooled  policyhold- 
ers' ire  by  easing  rate  hikes  from  a  dou- 
ble-digit pace  in  the  late  1980s  to  5.9'f 
this  year. 

Prop  103  bogged  down  shortly  after 
California  voters  approved  it.  In  May, 
1989,  the  state  Supreme  Court  gutted 
the  provision  for  a 
flat  20'-;  rollback,  rul- 
ing that  insurers 
were  entitled  to  a  fair 
profit.  The  issue  lan- 
guished under  a  Re- 
publican appointed 
commissioner.  But 
when  Democrat  Gara- 
mendi took  over  in 
1991  as  the  first  elect- 
ed commissioner,  he 
promptly  froze  rates 
and,  as  a  start,  re- 
quired 14  big  insurers 
to  refund  past  premi- 
ums under  a  formula 
that  he  maintains  is 
just.  Any  return  on 
equitv  of  more  than 
10';  in  1989,  the  year 
after  the  Prop  103 
vote,  must  go  back  to  the  policyholders. 

The  insurance  industry  derides  the 
yy-'  ceiling  as  too  low.  Says  August  P. 
Alegi,  a  group  vice-president  at  GEICO 
Corp.,  one  of  the  state's  top  insurers: 
"That's  less  than  what  Pacific  Gas  & 
Electric  gets."  To  insurers.  Prop  13  is 
conceptually  flawed,  since  it  doesn't 
tackle  the  costs  that  drive  up  rates:  law- 
suit awards  for  injured  drivers,  medical 
care,  and  car  repairs. 

Spearheading  the  insurers'  assault 


THE  LONG  BATTLE 
OVER  PROP  103 

NOVEMBER,  1988  California  vot- 
ers pass  Proposition  103,  to  cut 
auto  insurance  rates  by  20% 

JANUARY,  1991  State's  new  Insur- 
ance Commissioner  John  Gara- 
mendi freezes  all  rates 

OQOBER,  1991  Garamendi  orders 
14  big  insurance  companies  to  re- 
fund $1.6  billion  to  customers 

NOV.  30,  1992  Trial  on  insurance 
industry's  challenge  to  the  roll- 
back, spearheaded  by  20th  Centu- 
ry Insurance,  is  slated  to  begin 


against  Prop  103  is  20th  Century  Insi' 
ance  Co.,  which  is  bringing  the  Nov.  ( 
suit.  The  Woodland  Hills  (Calif.)  insuP 
argues,  among  other  things,  that  Pr* 
103  says  nothing  about  using  return-o 
equity  in  a  rollback  formula.  "We  doK 
owe  one  penny,"  insists  20th  Centurx! 
crusty  chairman,  Louis  W.  Foster,  7i 
who  delayed  his  retirement  from  the  eg 

 1  rier,  which  he  four- 

ed  in  1958,  to  fig: 
Garamendi. 

The  stakes  a'' 
high.  Feisty  20th  Ce 
tury,  one  of  tl 
state's  lowest-prici 
carriers — because  i 
relies  on  phone  ai 
direct-mail  sales  rat* 
er  than  agents — mit 
cough  up  more  th^ 
ll'A  of  its  S900  mi 
lion  annual  revent 
under  the  rollbac 
Garamendi  bran(< 
20th  Century  "an  i^ 
surance  outlaw''  f 
opposing  his  ruling. 

The  endgame  (| 
Prop  103  still  seen] 
far  away.  Appeals  I 
the  20th  Century  case  could  take  yeaij 
Plus  an  additional  suit,  filed  by  near] 
100  other  insurers,  awaits  a  hearin 
"Even  if  the  commissioner  were  to  w 
[the  20th  Century  skirmish],"  says  insii 
er  lawyer  Houlihan,  "it's  not  over." 
motorists  thought  their  vote  in  191 
would  bring  instant  gratification,  tl 
drawn-out  denouement  of  Propositi^ 
103  provides  a  sobering  education  in  I 
regulated  industry's  power  of  resistanc: 
By  Amy  Barrett  in  Los  Angel\ 
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ROM  SHALLOW 
FELLS  Flow 
EEP  RICHES 


Mobody  is  betting  just  yet  on  hit- 
ting a  home  run  in  the  beaten- 
down  oil  stocks.  But  a  few  sav- 
investors  say  it  may  be  time  to  go 
;er  some  of  the  plays  that  could  at 
,st  deliver  a  neat  two-bagger.  One 
it's  been  attracting  a  crowd  of  fans 
a  small  "home-drilling"  independent: 
rker  &  Parsley  Petroleum. 
Parker  &  Parsley  specializes  in  low- 
k  drilling  of  "infill,"  or  shallow 
lis,  in  the  U.  S.  "They  don't  go  off 
jloring  in  faraway  exotic  but  expen- 
e  places  like  Sumatra,"  says  money 
.nager  Scott  Black  of  Delphi  Man- 
3ment,  who  has  accumulated  a  3.5% 
ke  in  the  company.  He  estimates 
it  Parker,  whose  stock  has  edged  up 
15  from  12  a  share  in  July,  owns  oil- 
1-gas  assets  valued  at  more  than  $22 
;hare.  Competing  oil-and-gas  explor- 
,  Black  notes,  sell  at  a  premium  to 
'ir  oil-and-gas  reserves, 
'arker  has  been  very  aggressive  in 
i^ing  oil-and-gas  properties  in  the 
S.,  mainly  in  the  Permian  Basin  area 
West  Texas.  The  company's  daily 
;put  has  been  growing  robustly, 
's  Black,  with  production  increasing 
12,800  barrels  of  oil  a  day  in  the 
rd  quarter  from  7,550  barrels  a  year 
).  Natural  gas  production  has  also 
an,  to  69,000  cubic  feet  a  day  from 
t  year's  53,000  cubic  feet. 
•PORTUNISTIC  Parker's  big  advan- 
:e  over  its  rivals,  says  Black,  flows 
m  its  expertise  in  drilling  wells  that 
lally  cost  about  $300,000,  plus  an  ad- 
onal  $50,000 — if  the  drilling  proves 
:cessful  vs.  a  cost  of  $5  million  to 
'  million  in  deep-well  exploration,  ex- 
ins  Black.  Abroad,  the  cost  could 
,ch  $100  million,  he  believes. 
51ack  figures  Parker's  "opportunis- 
buying  of  oil-and-gas  assets  at 
■ap  prices,  plus  its  low-cost  and  low- 
i  drilling  efforts,  will  result  in  earn- 
s  of  95$  to  $1  a  share  this  year — vs. 
t  year's  77$— and  $1.25  to  $1.30  in 
'3.  With  its  healthy  cash  flow  and 
icient  management,  says  Black, 
rker  has  been  able  to  cut  its  debt, 
-"arker's  oil-and-gas  properties  are  in 
lorado,  New  Mexico,  Oklahoma, 
msylvania,  and  Texas,  and  the  com- 
ly  sees  further  expansion  through 
re  property  acquisitions.  Parker  is 
ieved  ready  to  buy  assets  from  sev- 
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eral  major  oil  companies,  including 
some  put  on  the  block  by  Arco. 

Investment  pro  Alan  Gaines  is  also 
high  on  Parker.  He  believes  the  compa- 
ny's production  will  increase  substan- 
tially next  year.  "Parker  is  the  most 
aggressive  and  most  active  driller  in 
the  Permian  Basin  area,  where  the 
company  has  a  niche  operation  with  an 
infrastructure  in  processing  plants," 
says  Gaines,  president  of  Gaines  Ber- 
land,  a  New  York  securities  firm  that 
specializes  in  energy.  He  is  forecasting 
that  the  stock  will  hit  24  by  mid-1993. 


RADIO  DAYS 
REDUX? 


El 


Iver  hear  of  Clear  Channel  Com- 
munications? Probably  not.  But  if 
I  you're  a  radio  fan,  you  may  have 
tuned  to  one  of  its  24  radio  stations  in 
such  cities  as  Houston,  New  Haven, 
and  New  Orleans.  And  if  you're  a 
stock  watcher,  you  might  be  aware 
that  Clear  Channel's  stock  has  been 
hot  for  a  radio-station  operator,  up 
from  14  a  share  in  August  to  20. 

Why?  Believe  it  or  not,  radio  is  com- 
ing back  and  starting  to  make  money 
again  for  Clear  Channel,  which  also 
owns  and  operates  seven  television  sta- 
tions, including  KLRT-TV  in  Little  Rock. 
With  Arkansas'  economy  now  expected 
to  perk  up.  Clear  Channel  President 
and  CEO  Lowry  Mays  thinks  the  TV  sta- 
tion alone  will  produce  revenues  of  $5 
million  and  cash  flow  of  $1.8  million 
next  year. 

But  that's  not  the  real  draw  of  Clear 
Channel.  The  Federal  Communications 
Commission's  recent  decision  lifting  na- 
tional ownership  limits  on  radio  sta- 


tions, and  the  prospect  of  further  regu- 
latory loosening,  means  that  Clear 
Channel  will  be  able  to  continue  buying 
broadcasting  assets  when  most  of  its 
competitors  are  still  strapped  for  cash. 
Through  cost-cutting,  program  refor- 
matting, and  direct  marketing,  the 
company  is  beefing  up  its  radio-TV  sta- 
tion portfolio  by  purchasing  underper- 
forming  broadcasting  properties. 

Money  manager  Jonathan  Simon  of 
Fleming  Capital  Management,  which 
owns- an  11.37f  stake  in  Clear  Channel, 
believes  the  stock  is  way  undervalued 
at  11  times  his  current  aftertax  cash- 
flow estimate  of  $1.70  a  share.  A  fair 
current  multiple  is  17,  considering  the 
company's  20%  annual-growth  history. 
Simon's  estimate  for  next  year  is  $2.05. 
He  thinks  the  stock  could  go  as  high  as 
35  in  1993. 


A  TEMP  AGEHCY'S 
EXPERT  TIMIHG 


espite  its  pricey  price-earnings 
(ratio.  On  Assignment  could  be 
right  on  the  money.  As  a  pro- 
vider of  temporary  help.  On  Assign- 
ment isn't  your  run-of-the-mill  person- 
nel-service company.  It  mainly  supplies 
temporary  help  trained  for  medical  lab- 
oratories, hospitals,  and  health-care 
clinics.  With  the  medical  and  biotech 
businesses  booming,  it's  no  wonder 
that  demand  for  On  Assignment's  tem- 
porary workers  has  been  growing  fast. 
And  little  wonder,  too,  that  its  stock 
has  been  on  the  rise. 

The  company  went  public  on  Sept.  22 
at  7  a  share.  It's  now  at  9V4,  and  some 
pros  say  On  Assignment  is  destined  for 
higher  ground.  "Our  6-to-12-month  tar- 
get for  the  stock  is  12  to  14  a  share, 
using  a  p-e  ratio  of  25  on  a  1993  earn- 
ings estimate  of  50$  a  share,"  says  an- 
alyst Davon  Glacalone  of  Unterberg 
Harris,  a  New  York  securities  firm.  He 
expects  earnings  of  37$  this  year. 

Glacalone  says  On  Assignment  has 
the  potential  of  raising  its  revenue  to 
$100  million  to  $125  million  in  three  to 
four  years,  from  the  1992  estimate  of 
$32.5  million.  Some  of  the  nation's  top 
drugmakers  are  among  On  Assign- 
ment's biggest  customers:  Abbott  Lab- 
oratories, Hoffmann-La  Roche,  and 
Bristol-Myers  Squibb. 

Analyst  Kevin  Clark  of  Advest  says 
On  Assignment  deserves  a  higher  price 
because  of  its  strong  earnings  pros- 
pects (even  in  a  slow  recovery),  healthy 
cash  flow,  debt-free  balance  sheet,  and 
high  return-on-equity  of  30%.  His  tar- 
get in  the  next  three  years:  27. 
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THERE'S  SOMETHING  UNDER 
THE  TREE  FOR  BIG  STEEL 


Orders  are  up — and  the  feds  may  lean  on  foreign  rivals 


E: 


light  straight  quarters  in  the  red. 
More  than  $1.4  billion  in  collective 
I  operating  losses.  Global  overcapac- 
ity. Prices  so  low  they  would  make  a 
strong  man  weep.  Given  their  woes,  it's 
no  wonder  the  major  U.  S.  steel  compa- 
nies have  been  singing  the  blues.  But 
finally,  starting  Nov.  27,  the  big  steel- 
makers may  switch  to  a  more  upbeat 
songbook. 

That's  the  day  Big  Steel  expects  to 
land  the  first  of  its  one-two  punches 
aimed  at  imports.  First,  the  Commerce 
Dept.  is  due  to  release  preliminary  deci- 
sions on  a  bevy  of  unfair-subsidy 
charges  filed  last  summer  by  the  big 
steelmakers.  Then,  in  January,  Com- 
merce will  make  a  preliminary  ruling  on 
whether  foreign  steelmakers  have 
dum])ed  their  products  in  the  U.  S. 
OLD  PALS.  The  betting  among  steel  exec- 
utives is  that  the  feds  will  find  in  favor 
of  the  domestic  mills,  forcing  foreign 
steelmakers  to  post  millions  of  dollars  in 
cash  bonds  on  any  steel  exported  to  the 
U.  S.  until  a  final  ruling  is  made  in  mid- 
1993.  Rather  than  pay  up,  many  cash- 
strapped  exporters  are  likely  to  retreat 
from  the  U.  S.  market, 
leaving  more  business 
for  domestic  suppliers. 

Big  Steel  is  betting 
that  the  trade  cases  will 
help  boost  its  bottom 
line  as  early  as  the  first 
quarter  of  1993.  Al- 
ready, companies  are 
reporting  healthy  in- 
creases in  orders  as 
customers  come  back  to 
domestic  suppliers.  "We 
see  a  lot  of  [potential 
customers]  lately  who 
say,  'Tom,  how  ya 
doin'?  Haven't  seen  you 
in  years,'  ".  says  Thom- 
as J.  Usher,  president 
of  the  U.  S.  Steel  Group 
of  USX  Corp.  "We're  becoming  old  bud- 
dies again."  Even  Wall  Street  is  starting 
to  cozy  up  to  the  big  companies.  Buoyed 
by  the  trade  outlook,  plus  an  improving 
economy  and  potentially  higher  infra- 
structure spending  under  the  Clinton 
Administration,  some  major  steei  compa- 


PRICE  INCREASES 
PLANNED  FOR  JAN.  1 

DATA;  RSINEWEBBER  INC. 


nies'  shares  are  up  30%  or 
more  since  early  October. 

A  major  reason  is  that  Big 
Steel  believes  that  it  finally 
will  be  able  to  raise  prices  a 
tad.  U.S.  Steel,  Bethlehem 
Steel,  LTV  Steel,  Inland  Steel 
Industries,  Armco  Steel,  and 
National  Steel  have  repeat- 
edly failed  over  the  past  two 
years  to  make  price  hikes 
stick.  They  badly  need  relief. 
Across  their  product  lines, 
with  prices  now  no  higher 
than  they  were  a  decade  ago, 
the  steelmakers  lost  roughly 
$21  per  ton  during  the  third 
quarter  on  each  $468  ton  of 
steel  they  sold  (chart),  esti- 
mates PaineWebber  Inc. 

Effective  Jan.  1,  the  Big 
Six  steelmakers  have  all  announced  $10- 
to-$20-per-ton  price  hikes  on  flat-rolled 
steel  products,  which  account  for  about 
857f  of  their  revenues.  They  hope  that 
less  competition  from  foreign  steel- 
makers will  be  enough  to  make  the  new 
prices  hold.  Inland  Chairman  Robert  J. 

Darnall  notes  that  U.  S. 
steelmakers'  orders  and 
prices  picked  up  fast 
once  similar  ca.ses  were 
filed  against  importers 
of  leaded  steel  bars  in 
April. 

Big  Steel  argues  that 
it  had  no  choice  but  to 
launch  a  trade  battle  to 
beat  back  foreign  com- 
petitors. Import  quotas 
that  had  been  in  effect 
for  10  years  expired  on 
Mar.  31,  threatening  to 
flood  the  U.  S.  market 
with  foreign  .steel.  Al- 
though big  U.  S.  steel- 
makers poured  $23  bil- 
lion into  their  plants 
during  the  1980s  and  are  now  as  produc- 
tive as  Japanese  and  German  rivals, 
they  continue  to  lose  money. 

The  main  reason,  the  U.  S.  companies 
charge,  is  that  France,  Italy,  Brazil,  and 
other  countries  have  propped  up  their 
steel  industries  with  more  than  $100  bil- 


U.S.  MILLS  ARE  BETTING  THAT  HIGHER  PRICES  WILL  HOLD 


lion  in  subsidies  since  1980.  Foreign 
vals  counter  that  they're  being  m; 
scapegoats  for  the  weak  U.  S.  econoi: 
"In  the  middle  of  a  recession,! 
shouldn't  be  surprising  that  steel  prii 
are  low,"  says  Robert  C.  Cassidy  Jr.: 
partner  at  Wilmer,  Cutler  &  Pickeringi 
Washington-based  law  firm  that  ref 
sents  European  steelmakers. 
BRIEF  RESPITE.  Whichever  side  is  corr<| 
it's  doubtful  that  Big  Steel  has  foumi 
lasting  cure  for  its  problems.  Even 
domestic  companies  win  the  prelimint 
trade  rulings  as  expected,  winning  i 
final  one  will  be  far  harder,  since  tl 
must  prove  that  imports  have  hurt  th(i 
In  the  meantime,  the  European  Comri 
nity  has  just  announced  that  it  will  pc 
$1.1  billion  into  restructuring  Europ; 
big  steelmakers — which  will  only  ran 
them  more  competitive. 

Worst  of  all.  Big  Steel's  trade  v/ar  li 
distracted  it  from  dealing  with  its  otl 
nemesis:  domestic  minimills.  Charlc 
{N.C.)-based  Nucor  Corp.,  the  bigg 
U.  S.  minimill,  has  just  opened  its  sect; 
flat-rolled  steel  mill,  in  Hickman,  Ai^ 
and  vows  to  take  20%  of  the  U.  S.  m' 
ket  by  the  end  of  the  1990s.  Other  mi 
mills  also  promise  new  flat-roll  mills,  i 
short,  even  if  foreign  rivals  are  fore 
into  retreat.  Big  Steel  may  be  back: 
singing  the  blues  before  long. 

By  Maria  Mallory  in  Pittsbu\ 
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"Music  to  my  ears.' 


Wolfgang  Amadeus  Mozart 


"I'hoK  Lil  t  a  superb  writer  " 
Shakespeare 


"Rest  digital  private  line  " 

"Best  800  services" 

"Best  Frame  Relay" 

"Best  ISDN  Services" 

"Best  Switched  Digital  Services" 

"Best  Virtual  Network  Services" 

Network  Vibrkl  Reader 


Hearing  it  from  an  expert  makes 
all  the  difference  in  the  world. 

what  if  William  Shakespeare  told  you  )'our  writing  was 
superb?  Or  Ben  Franklin  admired  your  ideas?  That's  how  we 
felt  wlten  the  readers  of  Netw^Drk  World  agreed  we  were  #1  in 
6categoi1es,*  made  up  of  voice  and  data  services,  in  this  year's 
reader's  poll. 

Network  World  readers  know  telecommunications  and 
know^  it  well.  The  votes  they  cast  are  tough  \-otes  to  earn.  Anc:l 
that  makes  all  the  difference  in  the  world. 


1992  AT&T   "Readers  responded  to  the  queslron  in  Network  Worlds 
ilerprise  Tecnnology  survey   Please  vote  for  the  one  vendor 
lose  products  or  services  you  feel  are  most  interoperable,  or  are 
:st  designed  to  work  in  an  enterprise  network  environment 


ATgT 

The  right  choice. 


RESEARCH  I 


TEACHING  COMPUTERS 
TO  TELL  A  'G'  FROM  A  'C 


Handwriting-recognition  gear  may  become  a  billion-dollar  market 


For  years,  clerks  at  American  Ex- 
press Co.  laboriously  typed  the 
handwritten  numbers  on  every 
charge  slip  into  data-processing  equip- 
ment. Then,  six  months  ago,  the  finan- 
cial-ser\ices  giant  finished  installing  op- 
tical character  readers  that  can  decipher 
and  process  60%  of  the 
900.000  slips  that  each  day 
pass  through  AmEx"  two 
processing  centers,  in  Phoe- 
nix and  in  Fort  Lauderdale. 
Fla.  The  remainder— which 
even  humans  have  trouble 
figuring  out— are  handled  by 
clerks.  The  system,  installed 
by  TRW  Inc.,  cost  more  than 
SIO  million,  but  it  is  expected 
to  pay  for  itself  within  four 
years.  Says  Cliff  Dodd.  an 
AmEx  senior  vice-president 
in  Phoenix:  "It  is  critically 
important  to  us." 

As  pleased  as  AmEx  may 
be  with  its  state-of-the  art 
equipment,  computer-aided 
handwriting  recognition  is  a 
technology  that  is  just  learn- 
ing to  crawl.  A  variety  of 
wTiting  styles,  combined  with 
sloppy  or  incomplete  pen- 
manship, continues  to  stymie 
scientists"  efforts  to  devise 
machines  that  can  decode 
every  scrawl.  "It's  really  one 
of  the  more  difficult  prob- 
lems in  computers."  says 
Gregory  K.  Myers,  a  manag- 
er involved  with  SRI  Inter- 
national's research  into  the 
area.  "People  don't  appreciate 
just  how  difficult  this  is." 
HUGE  SAVINGS.  If  they  can 
ad\  ance  the  technology-,  how- 
e\'er.  a  wide  range  of  compa- 
nies—from AT&T  to  Hughes 
Missiles  Systems— expects  to 
reach  a  huge  new  market.  Banks,  insur- 
ance companies,  and  government  agen- 
cies are  sure  to  be  interested  in  han- 
dling their  paperwork  more  efficiently. 
The  technology  is  also  important  for 
pen-based  computers,  which  have  to  de- 
cipher words  wTitten  with  an  electronic 
stvlus  instead  of  a  kevboard.  "The  mar- 


ket could  be  in  the  billions,"  says  Charles 
L.  Wilson,  a  manager  at  the  Commerce 
Dept.'s  National  Institute  of  Standards 
&  Technology,  which  is  conducting  re- 
search in  the  field. 

Already,  the  Internal  Revenue  Ser- 
vice uses  a  system  that  reads  handwrit- 


HOW  A  COMPUTER  TRIES  TO 
DECIPHER  YOUR  HAHDWRITIHG 

Engineers  are  building  systems  fhaf  use  paffern-recogn/fion 
fec/jniqoes  fo  read  fianc/writfen  addresses,  insurance  forms, 
tax  returns,  and  the  like.  Here's  one  approach: 
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S 

1 

1 

D     :        -  An 
optical  scanner 
identifies  a  text 
block  and  loads 
it  into  a  compu- 
ter's memory 


addresses.  The  Postal  Service  foresee 
huge  savings:  It  costs  S3  for  automa^ 
processing  of  1,000  letters,  comparl 
with  S35  by  hand. 

Today's  most  advanced  commt  ir 
systems,  like  the  one  at  AmEx,  an  < 
at  reading  legible  handwritten  nuiii  it 
and  letters  in  predefined  forms— suc'n 
charge  slips.  That  gives  the  compui>  : 

edge:  It  knows  exactly  where  t  

Coping  with  a  handwritten  addre>-  i- 
bigger  challenge.  Though  the  Posta!  S( 
vice  has  equipment  that  can  read  hk 
t\'ped  or  printed  envelopes,  the  sy-tei 
are  often  stumped  by  handwritten  stn 
names,  numbers,  and  Zip  Codes.  A 
when  they  can  decipher  the  charai  u  i 
they  work  at  the  painfully  slow  r;; 
about  one  address  per  second.  Tht  i 
~  al  Service  wants  to 
the  speed  of  12  complt 
dresses  per  second. 
ZIP  CODE.  Making  eompiiie 
into  speed  readers  in\'ol\  es 
variety  of  technological  str; 
egies.  At  the  State  Unix  t 
sity  of  New  York  at  Buffa 
researchers  are  working  i 
computer    programs  ih 
place  a  character  in  conte} 
Given  an  address  in  Wa< 
ington.  D.  C,  the  machii 


B  ANALYZE  CHARACTERS  The  system  breaks  each  letter  or 
numeral  into  its  horizontal,  vertical,  and  diagonal  elements 

HORIZONTAL      VERTICAL  DIAGONALS 
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B  "J>IIP  ARE  PATTERNS  The  computer  compares  the  pattern  of 
those  elements  to  the  patterns  in  a  set  of  stored  images  of 
numerals  and  letters.  Through  a  process  of  elimination,  the 
system  narrows  the  choices  until  it  finds  the  best  match 

MTA:ni(*nT 


ten  104nEZ  form?.  And  in  mi-i.  the  IK^ 
plans  to  award  a  SI  billion  contract  for 
technology  that  will  enable  it  to  scan 
all  tax  forms  by  computer  by  the  year 
2000.  But  the  biggest  potential  customer 
of  the  technologj-  is  the  U.  S.  Postal  Ser- 
vice, which  handles  555  million  pieces 
of  mail  a  dav,  20%  of  it  vvnth  handwritten 


might  have  trouble  it  ti 
first  two  zeroes  of  thf'  Z 
Code  20005  are  loop- 
get  her,  making  it  harfl 
if  they  should  be  00  i  ; 
But  it  may  see  tha: 
word  before  the  Zip  '  - 
begins  with  a  "D,"  and  ;  • 
nize  that  this  designatt  ■ 
state.  Using  a  data  ba^e 
addresses  and  Zip  Codes,  t\ 
system  would  find  that  the^ 
are  no  codes  with  a  6  in  tl 
middle  position  in  the  Dj 
trict  of  Columbia  or  stat' 
beginning  with  D.  Hence,  r 
concludes  the  number  is  Of 
So  far,  this  system  ctl 
read  an  address  and  Z: 
Code  only  30%  of  the  tiiro 
though  it  can  decipher  tl 
Zip  Code  alone  75%  of  til 
time.  The  Postal  Servic; 
which  is  helping  fund  tl 
work,  might  begin  impi 
menting  the  technology'  on^ 
the  success  rate  for  addres 
es  gets  up  to  50%.  Sargur  N.  Srihari,' 
.SUXY  Buffalo  computer  science  profe 
sor,  expects  to  hit  50%  in  the  next  tv 
years. 

At  .AT&T  Bell  Laboratories,  nearly  tv 
dozen  researchers  are  trying  a  diffe 
ent  technique,  "neural  networks":  a  s 
ries  of  small  computer  programs,  or  '<, 
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ilhnis,  lhal  work  l(),u:ellu'r  U>  Ivy  lo 
lie  the  brain.  In  the  first  stage,  the 
iputer  is  shown  different  characters 
told  what  they  are.  The  network 
n  sets  up  parameters  that  define 
se  characters.  To  read  addresses,  it 
aks  letters  or  dij^its  into  parts  (dia- 
m).  The  number  "6"  would  be  broken 
rn  into  horizontal,  vertical,  and  dia^- 
1  strokes.  If  these  components  fall 
bin  parameters  the  system  has 
■ned,  it  concludes  the  number  is  ti. 
)ne  benefit  of  the  neural-netwoi'k  ap- 
ach  is  that  the  system  keeps  learn - 
It  continually  adds  new  variations  to 
iitore  of  parameters  for-  each  letter  or 
leral.  For  example,  it  cjuickly  learns 
■ecognize  a  European-style  nuineral  7 
n  though  it  was  never  taught  that  a 
light  contain  a  horizontal  slash.  "We 
e  a  long  way  to  go  before  we  ap- 
ach  the  pei"formance  of  a  himian  l)e- 
"  says  Bell  Labs  researcher  Charles 
Stenard,  "but  we're  light-years  ahead 
vhere  we  were  a  year  or  two  ago." 
eed,  the  lab  is  working  to  apply  the 
inology  to  a  related  problem:  deci- 
ring  license  plates  on  cars  whizzing 
at  high  speeds.  That  would  enable 
police  to  find  a  particular  car  Ijy 
eking  the  plates  on  all  passing  cars, 
naixl  says  highway  agencies  are  inter- 
'(!  in  testing  the  system. 
I  PALL.  At  Hughes,  engineers  have 
e  far  afield  to  solve  the  handwrit- 
challenge— to  the  pattern-recognition 
inology  smart  bombs  use  to  find  tar- 
s.  Instead  of  trying  to  isolate  and 
)gnize  individual  characters,  the  sys- 
.  is  designed  to  analyze  and  identify 
;er  patterns,  shapes,  lines,  or  coml)i- 
ions  of  lines.  That  helps  it  ignore 
itched-out  words,  for  example,  and 
ces  it  more  accurate  than  existing 
.ems  that  try  to  recognize  individual 
ers,  says  Carol  D.  Campbell,  who 
ds  Hughes'  efforts  to  adapt  military 
mologies  for  commercial  markets, 
'he  challenge  of  decoding  human 
dwriting  is  important  for  new  pen- 
ed  computers,  too,  but  these  ma- 
es  have  an  advantage.  The  computer 
vatching"  as  the  person  writes— so  it 
pick  up  clues  from  the  sequence  of 
strokes  and  identify  where  the  writ- 
ifts  the  stylus  between  words.  And 
computers  don't  have  to  be  as 
3dy  as  mail-sorting  machines.  Still, 
/  haven't  yet  been  able  to  master 
ling  even  careful  penmanship, 
'andwriting  recognition  machines 
'  never  be  able  to  decipher  every 
-or's  prescription.  But  if  researchers 
itain  their  current  pace  of  progress, 
etime  later  this  decade,  perhaps, 
)le  may  be  able  to  buy  the  high-tech 
ivalent  of  pharmacists— computei-s 
can  read  all  but  the  most  illegible 
wis  accurately  and  quickly. 

Bij  Mark  Lewt/n  in  Washington 
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It  looks  like  an  organizer.  It's  the 
same  size.  It's  even  alioiit  the  same 
price.  But  the  HP  9.5LX  palmtop 
PC  gives  you  so  much  more  than 
any  organizer. 

You  can  use  the  HP  9.5LX  just  as 
you  would  your  PC.  All  the  fea- 
tiu'es  you  need  are  built  right  in. 
MS-DOS;  Lotus'  1-2-3  and  a 
financial  calculator  And  the  512K 
RAM  version  of  the  HP  !I.")LX  lias 
enough  power  to  let  you  store  and 
retrieve  large  amounts  of  data.  You 
can  copy  files  ft-om  your  desktx  )\i 
computer  riglit  into  your  palmtop. 
There's  even  a  |)lug-in  slot  to  let 
you  add  optional  PC  applications 
or  memory. 


Wlien  you  need  to  get  organized, 
the  HP  95LX  does  that,  too.  It 
comes  with  an  appointment  hook, 
phone  book  and  memo  eilitor.  But 
why  just  get  organized  when  you 
can  get  PC  power? 

To  find  out  about  the  HP  t»5LX, 
see  your  HP  retailer  To  find  your 
retailer,  call  800-44:3-12.54,  Dept. 
29  in  the  U.S.  Or  800-387-3867 
in  Canada. 

Be  sure  to  n.sk  ijour  retailer  about 
the  neiv  low  ])rice. 


,  _  HEWLETT 
fiM  PACKARD 
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SEMICONDUCTORS! 


CALIFORNIA  CLEAN  ROOM:  JAPANESE  RIVALS  ARE  RUNNING  SHORT  ON  CAPITAL 


CHIPPING  AWAY 
AT  JAPAN 


Silicon  Valley  is  finally  rallying — and  consolidating  its  gains 


The  U.  S.  is  losing  its  technological 
edgel  The  Japanese  are  eating  our 
lunchi  Just  look  at  the  chipmaking 
industry! 

Yeah,  just  look.  Through  most  of  the 
1980s,  U.  S.  semiconductor  equijjment 
comi)anies  suffered  startling  losses  to 
their  Japanese  rivals.  But  now,  the 
Americans  are  showing"  strong  gains.  In 
1992,  U.  S.  companies  will  increase  their 
revenues  by  17' ^  to  $5.5  billion,  for  a 
53'/'  share  of  the  worldwide  total,  ac- 
cording to  market  researcher  VLSI  Re- 
search Inc.  And  Japan's  revenues  will 
drop  i;r  ;,  to  $3.9  billion,  or  38''?  of  the 
total.  Moreover,  Applied  Materials  Inc. 
in  Santa  Clara,  Calif.,  may  edge  out  To- 
kyo Electron  Ltd.  as  the  world's  largest 
supplier  of  chipmaking  equipment.  Not 
only  are  U.  S.  chipmakers  now  buying 
most  of  the  equipment  for  their  new 
plants  from  American  suppliers  but  even 
Japanese  companies  are  purchasing 
more  U.  S.  equipment.  "If  you  told  peo- 
ple that  in  1989,"  notes  VLSI  President  G. 
Dan  Hutcheson,  "they  looked  at  you  like 
you  were  crazy." 

HOT  WATER.  The  turnaround  started 
when  U.  S.  companies  and  the  federal 
government  began — belatedly — to  take 
the  Japanese  threat  seriously.  In  1981, 
there  was  one  Japanese  semiconductor 
equipment  maker  in  the  top  10.  Today, 


four  of  the  five  top  makers  in  the  highly 
fragmented  industry  are  Japanese.  "We 
allowed  it  to  really  get  out  of  control," 
says  Hutcheson.  "But  then  people  got 
back  to  work,  and  Silicon  Valley  was  no 
longer  a  place  where  people  went  home 
at  3  and  got  into  the  hot  tub  and  drank 
wine."  The  industry  be- 
gan to  focus  on  quality 
and  set  up  Sematech,  a 
$200  million-a-year  re- 
search consortium  in 
Austin,  Te.\.,  half  fund- 
ed by  government. 

Meanwhile,  the  Japa- 
nese suppliers  have 
been  hard  hit  by  reces- 
sion at  home.  Japan's 
chip  business  has  slid 
some  12' '  this  year,  to 
$18.4  billion,  according 
to  the  Semiconductor 
Industry  Assn.  That 
means  Japanese  compa- 
nies can't  afford  to  invest  as  heavily  in 
new  equipment  (chart).  The  U.  S.  chip 
business,  by  contrast,  grew  about  14',' 
this  year,  to  $17.6  billion. 

Still,  it  will  be  tough  for  U.  S.  compa- 
nies to  win  back  some  key  areas.  Nikon, 
Canon,  and  Hitachi  lead  the  market  for 
wafer  steppers,  which  lay  a  circuit  pat- 
tern onto  a  silicon  wafer.  U.  S.  compa- 
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nies,  such  as  Silicon  Valley  Group  Inc. 
are  leaping  back  in  with  products  devel- 
oped with  Sematech  help.  But  because 
the  equipment  is  so  complex,  "it  would 
take  me  a  year's  worth  of  work  tc 
switch,"  says  Billy  D.  Walker,  who  runs 
a  Motorola  Inc.  chip  plant. 

U.  S.  companies  have  held  other  parts 
of  the  market.  Applied  Materials  is  a 
leader  in  chemical-vapor  deposition  (CVD; 
equipment,  which  deposits  layers  of  met- 
al on  a  wafer,  and  in  etching  equipment, 
which  carves  the  circuit  lines  on  a  chip. 
For  Applied's  fiscal  year  ended  Oct.  25, 
its  i-evenues  were  up  18'a,  to  $751  mil- 
lion, and  its  profits  rose  51'%,  to  $39.5 
million.  Aided  by  Sematech  funds,  Lam 
Research  Corp.  in  Fremont,  Calif.,  an 
etching-equipment  maker,  is  also  grow- 
ing strongly.  Revenues  for  the  quarter 
ended  Sept.  30  were  up  21%,  to  $49.4 
million,  and  earnings  jumped  50%-,  to 
$3.1  million.  "Sematech  has  been  a  major 
factor  in  our  success  in  the  last  couple' 
of  years,"  says  CEO  Roger  D.  Emerick. 

Some  chipmakers  agree.  A  few  years 
ago,  Intel  Corp.  predicted  it  would  be 
buying  70'^'f  Japanese  equipment  bv  now. 
Instead,  60'>;  of  the  $300  million  worth  of 
new  equipment  going  into  an  expansion 
of  a  Silicon  Valley  plant  will  be  from 
U.  S.  companies.  Intel  credits  Sematech 
with  helping  the  turnaround.  And  Motor- 
ola's Walker  says  his  plant  buys  887^ 
American  equipment,  up  from  about  75% 
a  few  years  ago. 

SWAN  SONG?  Still,  Sematech's  future 
could  be  in  doubt.  Some  members  say  its 
biggest  impact  has  been  setting  stan- 
dards and  getting  suppliers  and  custom- 
ers to  work  closely  together.  But  that 
may  not  justify  membership  fees  of  1% 
of  revenues.  Micron 
Technology  Inc.  and  LSI 
Logic  Corp.  have 
dropped  out.  And  Sema- 
tech has  decided  to  re- 
evaluate its  charter. 
"Nothing  is  sacred," 
says  Executive  Vice- 
President  M.  Frank 
Squires. 

By  the  time  Sema- 
tech's budget  comes  up 
for  review  next  year, 
the  U.  S.  industry 
should  be  on  even 
stronger  ground.  The 
Japanese  equipment 
makers  may  be  recovering  too,  but  ana- 
lysts believe  U.  S.  manufacturers  can 
hold  most  of  their  lead.  Now  that  quality 
is  up,  it's  just  as  hard  to  switch  from  an 
established  American  source  as  it  is  to 
change  from  a  Japanese  supplier.  That's 
an  outcome  the  doonisayers  couldn't 
have  predicted  in  1989. 

B//  Richard  Brcnidt  i>i  San  Francisco 
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give  new  meaning  to  high  tea. 


Freshly  brewed  tea,  scones  and  Devonshire  cream,  a  small  taste  of  England  served  with  perfect 
aplomb  at  37,000  feet.  It's  flic  iiuiy  we  make  you  feel  that  makes  us  the  worlds  favourite  airline. 


British  AIRWAYS 


Tlie  world's  favourite  airline. 


Get  the  most  from  your  portable  PC 
with  ElVlBARC  Wireless  - 

-  _^         ■  _  ^  -  - 


E-Mail  by  Motorola. 

It's  not  a  fax.  It's  not  a  modem. 
It's  not  a  cellular  phone.  It's  a 
whole  new  way  to  stay  in  the 
loop,  even  when  you're 
outoftown.  k 


you  tra\  el  w  iih  a  poriablc  PC.  the  latest  mlormaiion 
from  \-our  office  can  be  at  \'our  fingertips  with  EMBARC 
Wireless  E-Mail  from  Motorola.  EMB/-\RC  lets  )'ou  receix'e 
documents  and  database  updates-in  a  cab.  in  a  meeting 
or  at  the  airpori-m  o\'er  200  cities  nationwide. 

Information  You  Need-Automatically 

The  iimcK'  information  \-ou  count  on  to  w  ork  more  producti\'el\'  is  sent  to  \-our  XewsStream  wireless  recei\-er  which 
connects  to  almost  an\-  portable  DOS-based  or  Macintosh'  computer.  The  XewsStream  receu'er  will  store  the  message 
and  signal  you.  Then,  at  your  convenience,  just  download-up  to  56  messages  in  all  (32  KiloBx  tes' )-and  the  information 
appears  on-screen,  read)'  to  work  with  or  print  out. 

Included  with  the  EXfBARC  semce.  USA  TODAY  news  and  weather  briefs  are  also  sent  directh  to  \-ou  daih.  You  ma\- 
also  select  from  a  range  of  other  information  serxices  to  round  out  \  our  personat,  warefess  news  profile  and  enhance 
your  base  ot  operating  knowledge. 

Faster  Responses  To  Business  Demands 

All  in  all.  EXfBARC  makes  sense  for  decision-makers  who  tra\'cl  b\-  keeping  you  up-to-date  on  changing  issues  so  you 
can  respond  to  them  quickh'.  You'll  get  useful,  m-dcpth  informauon  wherex'er  and  whenever  \-ou  need  it.  Your  EMBARC 
Wireless  E-Ntail  Kit  comes  complete  with  \-our  XewsStream  recei\'cr.  software  and  e\'en"thmg  \'ou  need  to  get  moving. 

Put  the  Power  of  EMBARC  To  Work  for  You 

For  as  little  as  53^5  for  the  kit.  plus  nominal  monthly  and  per-message  charges,  it's  eas\- 
to  -;ce  wh\-  EMB.ARC  is  the  smart,  new  alternative  to  how  vou  stet  information  toda\ 


CALL 1-800-EA4BARC4  Ext.  731  TO  ORDER 

;  or  to  ask  for  additional  information  about  EMBARC  Wireless  E-Mail. 


ADVANCED  MESSAGING  BY  MOTOROLA 


'?j\I.norola  IrK  UMiMoio 
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ED  BY  WILLIAM  D.  MARBACH 


IIFORNIA  ROBOTS  MAY  SOON 
T  THE  ROAD 


Driving  in  California 
could  soon  mean 
seeing  signs  that  say 
"Robots  Working."  The 
California  Transporta- 
tion Dept.  and  the  Uni- 
versity of  California  at 
Davis  are  developing  ro- 
botic road-maintenance 
systems  that  may  save 
money,  reduce  conges- 
tion, and  prevent  worker 
accidents.  The  first  robo- 
repairer,  which  should 
be  road-ready  next  year, 
s  lasers  to  spot  cracks  between  the  pavement  and  the 
ulder.  It  then  dispenses  the  right  amount  of  patch  material, 
ingle  worker  can  operate  it. 

lext  year,  Caltrans  plans  to  test  an  unmanned  machine, 
ed  on  technology  developed  for  the  military,  that  would 
ibiiie  a  hovercraft  and  a  video  camera  to  inspect  bridges, 
ler  highway  robots  on  the  drawing  boards  would  restripe 
■fie  lanes  and  identify  hazardous  materials  from  a  safe 
ance.  Caltrans  project  manager  Thomas  West  says  such 
Aines  may  be  critical  to  keeping  roads  in  good  enough 
pe  to  handle  ever-increasing  traffic. 


TAL-CELL  TRANSPLANTS 
ORE  AGAINST  PARKINSON'S 


or  years,  scientists  have  hoped  to  cure  some  intractable 
diseases  of  the  brain  by  using  cell  transplants.  In  Parkin- 
's disease,  for  example,  they  hope  the  replacement  cells  will 
(e  dopamine,  a  key  substance  the  diseased  brains  lack.  But 
h  treatments  are  controversial  because  the  best  candidates 
still-malleable  cells  from  fetal  brains.  Anti-abortionists  fear 
use  of  fetal  tissue  would  spur  abortions,  and  in  1988  the 
).  banned  using  federal  funds  for  the  research, 
y  using  private  funds,  some  scientists  have  continued  cell- 
isplant  research.  In  the  Nov.  26  issue  of  the  New  England 
mal  of  Medicine ,  three  groups  of  scientists  report  promis- 
results.  Yale  physicians  said  three  of  four  patients  they 
.ted  experienced  "real  benefits  in  the  activities  of  daily 
ig."  Seven  patients  at  the  University  of  Colorado  showed 
lificant  improvement.  And  two  people  who  had  taken  drugs 
,  induce  a  Parkinson-like  rigidity  improved  dramatically  in 
vedish-American  collaboration.  The  researchers  don't  know 
•  long  the  positive  effects  last,  but  the  results  offer  hope 
.  these  brain  diseases  might  be  treatable. 


ING  MICROWAVES 
MAKE  MONEY  FROM  POLLUTION 


lussian  technology  may  help  the  U.  S.  oil  and  gas  indus- 
itries  overcome  an  environmental  headache — and  save  hun- 
ts of  millions  of  dollars.  Russia's  Kurchatov  Institute  in 
cow  has  developed  a  way  to  use  low-energy  microwaves  to 
ik  down  hydrogen  sulfide,  a  noxious  gas  that  is  a  waste 
luct  of  refining  and  a  contaminant  in  natural  gas.  The 
■ess  yields  sulfur,  which  can  be  recovered  and  sold,  and 


hydrogen  gas,  which  can  be  used  as  a  fuel.  Now,  oil  refiners 
and  gas  producers  can  recover  sulfur,  but  there's  no  technol- 
ogy yet  to  recover  the  hydrogen. 

Through  a  new  joint  research  venture,  American  scientists 
will  help  the  Russians  commercialize  the  process.  The  U.  S. 
team  consists  of  Argonne  National  Laboratory  in  Illinois, 
Wavemat  Inc.,  a  Plymouth  (Mich.)  microwave  equipment  man- 
ufacturer, and  Acid  Rain  Control  Inc.,  a  Detroit  startup.  Ar- 
gonne scientist  John  Harkness  estimates  that  if  every  U.  S. 
refinery  used  the  process,  the  U.  S.  would  save  the  equivalent 
of  70  billion  cubic  feet  of  natural  gas  a  year. 


NOW,  DATA  CAN  HITCHHIKE 
ON  TV  SIGNALS 


In  the  next  few  years,  more  and  more  traffic  will  crowd  the 
nation's  information  highways.  Hospitals  will  transmit  X-ray 
images  to  specialists  hundreds  of  miles  away,  students  will  tap 
into  distant  research  libraries,  and  executives  will  log  into 
computer  networks  from  home.  But  for  this  to  happen  on  a 
grand  scale,  faster  data  communications  are  needed.  Although 
fiber-optics  will  be  a  huge  improvement,  it  will  be  decades 
before  U.  S.  homes  and  businesses  are  fully  connected. 

Researchers  at  WavePhore  Inc.,  a  Phoenix  startup,  have 
developed  a  way  to  ease  the  bottleneck:  a  method  for  sending 
data  on  TV  signals.  At  the  transmission  end,  a  $15,000  encoder 
compresses  video  data  and  inserts  it  into  the  TV  signal.  Then, 
with  a  $3,000  decoder,  anyone  who  receives  the  signal — either 
through  the  airwaves  or  cable — can  read  the  data.  Within  a 
year,  predicts  Charles  Jungo,  WavePhore's  director  of  engi- 
neering, the  system's  speed — 384,000  bits  per  second — will  be 
increased  to  1.5  million  bits  per  second.  Company  executives 
envision  myriad  uses,  such  as  doubling  the  number  of  movies 
a  cable  company  can  offer  and  bringing  CD-ROM  libraries  and 
local-area  networks  to  the  home.  "What  we've  done  is  to  open 
up  broad-band  communications  at  low  cost,"  says  Jungo. 


CLEANER  CLOTHES 
FROM  WORMS 


Call  it  a  clean  case  of 
serendipity.  Harold 
L.  Griffin,  a  chemist  at 
an  Agriculture  Dept.  lab 
in  Peoria  was  looking 
for  a  way  to  convert 
straw  and  other  farm 
waste  into  fertilizer.  He 
hit  upon  the  idea  of  us- 
ing bacteria  that  live  in- 
side marine  shipworms. 
These  bugs  have  en- 
zymes that  can  break 
down  cellulose  in  wood 
and  straw  and  can  grab 
nitrogen  from  the  air  and  make  fertilizer-like  substances  from 
it.  But  the  experiments  didn't  go  as  planned.  Before  the  en- 
zymes could  work,  they  were  destroyed  by  a  protein-degrading 
enzyme,  or  protease,  also  made  by  the  bacteria. 

Instead  of  giving  up.  Griffin  decided  this  protease  would  be 
good  for  a  different  purpose — laundry  detergent.  The  ship- 
worm  enzyme  works  tirelessly  in  hot  or  cold  water  to  scrub 
out  protein-based  stains,  such  as  those  left  by  blood  or  milk.  It 
even  works  with  bleach.  Griffin  is  now  collaborating  with  four 
detergent  companies  to  scale  up  the  process  he  developed  for 
growing  the  bacteria  and  isolating  the  enzyme. 
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COMPUTERS  I 


THE  HOLE  OF 
A  NEW  MACHINE 


Where's  Steve  Chen's  breakthrough  supercomputer 


Cloak  the  creation  of  an  exotic  new 
product  in  mysteiy,  and  excite- 
ment and  anticipation  will  build  for 
its  eventual  debut.  But  stretch  out  the 
mystery  too  long,  and  anticipation  can 
sour  into  skepticism — or  worse,  apathy. 
Just  ask  Steve  S.  Chen. 

In  1987.  the  celebrated  Chinese-born 
supercomputer  designer  left  Cray  Re- 
search Inc.  to  pursue  his  dream  of  build- 
ing a  new  generation  of  ultrahigh-per- 


as  Cray  Research's  top-of-the-line  C90 
rely  on  a  relatively  few  highly  special- 
ized processors  to  perform  calculations 
at  lightning  speed.  Their  exotic  chips  are 
costly  to  build  and  run  so  hot  that  they 
need  elaborate  liquid  cooling  schemes. 

At  this  point,  wringing  more  speed 
from  vector  technology-  costs  tens  of  mil- 
lions of  dollars  in  research  and  develop- 
ment. Supercomputer  legend  Seymour  S. 
Cray  is  trying  by  using  a  chip  material 


A  TALE  OF  TWO 
ARCHITEaURES 


SALES  OF  VEaOR 
SUPERCOMPUTERS 
HOLD  STEADY... 


formance  computers.  At  Cray.  Chen  had 
helped  create  the  world's  fastest  com- 
puters. But  the  market  leader  could  not 
afford  to  fund  his  most  ambitious  plans. 
IBM.  seeing  an  opportunity  to  improve  its 
standing  in  scientific  computing,  stepped 
forward  to  help  out.  Five  years  and  an 
estimated  .SlOO  million-plus  in  IBM  fund- 
ing later,  though,  and  Chen's  Supercom- 
puter Systems  Inc.  <ssii  has  yet  to  show 
a  working  prototype.  And  now,  a  newer 
class  of  supercomputer  threatens  to 
make  Chen's  machine  obsolete  before  it 
even  gets  out  the  door. 

How  so'.'  Chen  has  been  working  on  a 
so-called  vector  architecture,  a  computer 
design  nearly  20  years  old  that  most 
experts  think  is  approachin.--  fundamen- 
tal speed  limits.  Vector  comp'iters  such 


called  gallium  arsenide.  He  is  several 
years  behind  schedule,  though,  and  only 
recently  got  a  protot>-pe  to  run  at  full 
speed  for  more  than  a  few  hours  at 

a  time. 

'ZERO  SUM.'  The  alternative,  which  is 
drawing  increasing  support  among  key 
academic,  military,  and  industrial  cus- 
tomers, is  a  scheme  called  massively  par- 
allel processing  iMPP).  It  spreads  big 
computing  problems  over  hundreds  or 
even  thousands  of  standard,  low-cost, 
PC-class  microprocessors.  Such  machines 
already  top  vectors  in  theoretical  peak 
performance,  and  new  programming 
techniques  should  help  them  echpse  vec- 
tor machines  for  most  "real-world"  ap- 
plications as  well.  So  the  big  growth  will 
be  in  MPP  (chart),  and  even  vector  champ 


Cray  Research  plans  to  start  shipp: 
MPP  machines  next  year. 

Even  if  he  gets  to  market  in  19 
Chen  will  find  the  going  tough.  Ci 
Research  continues  to  dominate.  Ft 
58%  of  the  world's  vector  supercc 
puters  are  Crays.  And  determined  Ja 
nese  makers  NEC,  Hitachi,  and  Fuji 
are  coming  on  strong  in  vector  r 
chines.  "It's  a  mature  market,  a  ze 
sum  game,"  says  Gary  Smaby  of  T 
Smaby  Group,  a  market  researcher. 

Still,  Chen  displayed  no  sense  of 
gency  when  addressing  a  supercompu 
conference  in  Minneapolis  on  Nov. 
Instead  of  describing  his  creation,  CI 
gave  a  general  talk  on  supercomputi 
Asked  by  his  audience  for  technical 
tails,  he  said,  smiling:  "I  don't  think  ] 
supposed  to  do  that."  0.  K..  but  wl 
might  he  announce  a  working  pro 
tj-pe'?  "My  answer  is  very  simple:  soo 
How  soon?  "Very  soon."  Said  Paul  M 
sina,  director  of  1 
Concurrent  Sup 
computing  Cons 
tium  at  Califori 
Institute  of  Techr 
ogy-  "I  was  exp( 
ing  a  bland  spee 
but  maybe  not  t 
bland." 

PEAK  PIQUE.  Ch 

defends  his  contii 
ing  reticence,  s; 
ing:   "You  prom 
too  much,  you  j 
killed."  But  he  a 
may  be  trying 
lower  expectatio 
For  example, 
now  criticizes  co 
petitors  for  overe 
phasizing  theore 
cal  performan 
levels.  And  he 
slip  that  his  n 

 I  chine  now  bears 

tie  resemblance  to  what  he  had  propos 
building  at  Cray — a  system  embodyi 
many  technical  breakthroughs,  includi 
circuits  interconnected  by  light  beam: 
Will  IBM  pull  the  plug  on  Chen?  ^ 
likely.  The  two  companies  have  set  uj 
small  "marketing  agency"  at  ssi- 
handful  of  people  led  by  an  IBM  exei 
tive.  "We  do  count  on  SSI,"  says  Ir\i 
Wladawsky-Berger,  IBM's  assistant  gi 
eral  manager  for  supercomputing.  E 
IBM  has  other  irons  in  the  fire:  At  t 
Minneapolis  convention  it  showed  a  p 
totype  of  a  forthcoming  MPP  machine, 
return  on  its  huge  SSI  investment  wo» 
be  nice,  but  IBM's  foray  into  superco 
puting  now  seems  to  depend  only  a  lit 
on  mystery  man  Steve  Chen. 

By  Russell  Mitchell  in  Minneapc 


...BUT  MASSIVELY 
PARALLEL  MACHINES 
WILL  TAKE  OFF 


-  EST 
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State  of  the  Economy 


While  most  of  the  Western 
world  has  been  struggling  with 
a  recession,  the  Israeli  economy 
has  performed  considerably 
well  this  year.  GDP  growth  is 
expected  to  exceed  six  percent 
in  1992,  based  upon  an  increase 
in  industrial  production,  a  sharp 
rise  in  exports  and  a  boom  in 
tourism.  In  addition,  for  the 
first  time  in  nearly  20  years, 
Israel  stands  a  good  chance  this 
year  of  achieving  single-digit 
inflation. 

The  economy  received  a 
major  boost  last  summer,  when 
the  U.S.  administration  approved 
Israel's  request  for  $10  billion  in 
loan  guarantees  to  finance  the 
absorption  of  Soviet  Jewish 
immigrants.  According  to  gov- 
ernment forecasts,  80,000  immi- 
grants will  arrive  in  the  country 
during  1993  and  200,000  in  each 
of  the  next  three  years. 

The  money  raised  with  the 
U.S.  loan  guarantees  will  be 
used  to  finance  major  infrastruc- 
ture projects,  as  well  as  the  pur- 
chase of  machinery  and  equip- 
ment by  the  private  sector  for 
new  investments. 

Since  the  new  labor  govern- 
ment, headed  by  Yitzhak 
Rabin,  took  powc,  Israel  has 
enjoyed  vastly  improved  rela- 
tions with  both  the  U.S.  and 
Western  Europe.  At  the  same 
time,  Israel's  negotiations  with 
Its  Arab  neighbors  over  a  solu- 
tion to  the  Middle  East  conflict 
have  gained  momentum.  This 
improvement  in  the  political 
climate  is  expected  to  open 
more  investment  and  trace 
opportunities  for  the  country. 


The  labor  government  remains 
committed  to  free  enterprise 
and  economic  reforms  and  has 
stated  that  it  intends  to  continue 
the  liberalization  of  Israel's  capi- 
tal, financial  and  foreign  curren- 
cy markets.  The  government 
recently  reappointed  a  ministeri- 
al committee,  headed  by  the 
prime  minister,  to  oversee  the 
privatization  of  state-owned 
companies  and  approved  a  list 
of  proposals  designed  to  open 
the  market  to  greater  competi- 
tion from  imports,  as  well  as 
break  down  monopolies  and 
cartels.  Within  the  next  few 
months,  the  government  is 
expected  to  announce  a  major 
reform  of  the  tax  system. 


Israel's  Trade  Agreements 


Since  Israel  is  the  only  country 
in  the  world  to  enjoy  free  trade 
agreements  with  both  the  U.S. 
and  the  European  Community,  it 
serves  as  an  ideal  steppmg-stone 
for  businessmen  interested  in 


penetrating  either  of  these  giant 
trade  blocs.  Recently,  Israel 
signed  a  free  trade  agreement 
with  the  European  Free  Trade 
Association  (EFTA),  which  will 
take  effect  on  January  1,  199S. 

The  1975  free  trade  agree- 
ment between  Israel  and  the  HC 
provides  for  the  establishment  : 
of  a  free  trade  area  for  industria 
products  and  reduced  customs 
duties  on  specific  agricultural 
products  exported  from  Israel  t( 
the  EC.  As  a  result,  Israel's 
industrial  exports  to  the  EC 
benefit  from  preferential  status 
over  those  from  the  U.S.,  Japan 
and  other  developed  countries 
outside  Europe,  which  are  sub- 1 
ject  to  full  customs  duties  and 
other  trade  restrictions. 

Negotiations  are  underway  tc 
revise  the  1975  agreement,  in 
order  to  provide  better  access  fo 
Israeli  high-technology  products 
into  the  European  market  and  tc 
expand  the  list  of  agricultural 
products  eligible  for  reduced  cus 
toms  duties  in  the  EC. 

Almost  all  Israeli  exporters 


Tablet  manufactured  under 

stringent  (^.M. P. 
conditions,  by  lkva,  Ltd., 
■  Israel's  largest 
pharmaceutical  grouf. 

m~FWV      w  /'  t 


St  there  was  a  need, 
id  Elbit  was  the  response. 

'esponse  to  a  unique  market 
uation  where  the  lack  of 
tural  resources  necessitated 
3  development  of  products 
it  were  technologically 
vanced  and  highly  innovative. 

'enty-six  years  later,  Elbit  is 
e  of  Israel's  leading 
inufacturers  of  defense, 
5dical  and  industrial 
ictronics  systems  and 
Jducts. 

defense  systems  equip  all 
aeli  fighter  aircraft,  battle 
iks  and  naval  vessels.  And 
ough  acquisition  of  Elscint, 


a  leader  in  medical  diagnostic 
imaging  equipment,  Elbit  has 
become  equally  involved  in  the 
civilian  business  sector. 

In  1991  sales  totalled 
$410  million,  of  which 
$328  million  were  exports. 
Building  on  a  record  order 
backlog  and  solid  financial 
base,  Elbit  intends  to  invest 
more  of  its  resources  to 
expand  into  new  industrial  and 
commercial  markets. 

For  more  information  and  a 
copy  of  our  latest  Annual 
Report,  write  to  liana  Gelfer  at 
our  corporate  headquarters. 

NASDAQ  Listing  ELBTF. 


;ibit  Ltd.,  Advanced  Technology  Center,  P.O.B,  539.  Haifa  31053,  Israel. 
Tel:  (972)  4-315315.  Telefax:  (972)  4-550002/551623. 
Elbit  Systems  Inc.,  5519  Glenwood  Hills  Parkway,  S.E., 
Grand  Rapids,  IVIichigan,  49512,  U.S.A. 
Tel:  (616)  957-3337.  Telefax:  (616)  957-1183. 


Publicly  Traded: 

I  EIron  Electronic 
Industries  Ltd. 
(ELRNF) 

I  Elbit  Ltd  (ELBTF) 

I  Elscint  Ltd  (ELT) 

I  Fibronics 
International  Inc. 
(FBRX) 

I  Optrotech  Ltd. 
(OPTKF) 


Privately  Held 
Affiliates: 

I  Elor  Optronics  Ltd. 

I  Rosh  Intelligent 

Systems  Inc. 
I  Zoran  Corporation 
I  Chip  Express  Corp. 
I  Adar  Systems  Inc. 
I  Opal  Inc. 
I  NetManage  Inc. 


£LRON 

ELECTRONIC  INDUSTRIES  LTD 

Setting 
the  Pace 
of  Change 
and  Innovation 
in  High-Tech 
Industries 


Medical  imaging 

EIron  Technologies  Inc.     DefcnSC  eiectronics 

Data  communications 


Manufacturing  automation 


Semiconductor  products 
Expert  systems 


EIron  Electronic  Industries  Ltd. 
P.O.B.  1573,  Haifa  31015,  Israel. 
Tel:  (972)  4-551 333,Teletax:  (972)  4-550248. 
EIron  Technologies  Inc. 
850  Third  Ave.,  New  York,  N.Y.  10022,U.S.A. 
Tel:  (212)  935-3110.  Telefax:  (212)  935-3882. 
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Co- ii-'.r-  zed  color  imagine 
systems  for  publishing 

ECl  TELECOM  LTD. 

Telecommunications  systems 
with  enhanced  transmission 
capacity 

ROBOMATIX  LTD. 

Computerized  laser  cutting 
and  welding  systems 

ITC  INTERNATIONAL  TECHNOLOGIES 
CONSOLIDATED  LTD. 
Night  vision  and  aiming  JPower 
electronic  drivers  for  motors 
JElectronic  power  supplies 

ELOR  OPTRONICS  LTD. 

Automated  quality  control 
and  inspection  systems 

CUBITAL  LTD. 

Rapid  prototyping  systems 
for  three  dimensional  modeling 

O.C.T  OPTICAL  CHEMICAL 
TECHNOLOGIES  LTD. 
Optical  chemical  sensors 
for  blood  gas  monitoring 

Image  quality  enhancement 
for  electronic  photography 

MERCURY 

A^:o""a'ic  tools  for  software 
:est  "0 

OPAL 

Sub-micron  wafer  metrology 
systems  for  integrated 

circu'ts  manufacturers 


Clal  Electronics  industries  is 
a  holding  company  dedicated 
to  High  Tech  industrial  enterprises 
It  has  a  diversified  portfolio  of  in- 
vestments, including  large  well- 
kno^xii  companies,  mature  busi- 
nesses and  start-up  companies. 
Our  aim  is  to  foster  cfrowth  and 
profitability"  through  strategic 
invoh'ement  in  management. 


5  CLAL  ELECTRONICS 
M  INDUSTRIES  LW. 


Clal  House,  5  Druyanov  St., 
Tel  Aviv  63143,  Israel 
Tel.  972-3-203378,  5120120 
Fax.  972-3-293633 
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^enefit  from  the  1985  free  trade 
..greement  between  Israel  and 
the  U.S.  and.  although  tariff  and 
non-tariff  barriers  still  apply  to  a 
list  of  import-sensitive  products, 
they  are  scheduled  to  be  lifted  in 
January.  1995. 

In  addition  to  its  trade  agreements 
wddi  the  U.S..  EC.  and  EFIA  Israel 
has  recently  signed  "trade  normal- 
ization" agreements  with  most  of 
the  countries  in  Eastern  Europe,  and 
with  China.  As  part  of  the  agree- 
ment with  China.  Israeli  exporters 
now  enjoy  "Most  Favored  Nation" 
status  in  the  Chinese  market 


Why  Invest  in  Israel? 


Close  to  500  foreign  firms, 
including  multinationals  like 
IBM.  Motorola.  Intel.  National 
Semiconducter.  Digital,  and 
Vishav.  have  investments  in 
Israel.  According  to  Gad  Soen. 


Engineers  as  a  Proportion 
of  Total  Population 

[  °'o  cfPciPiiIaiwn) 


Director  of  the  Israeli  Minisrr 
of  Industry  and  Trade's  Cent; 
for  Business  Promotion,  wr.;- 
has  drawn  these  companie?  : 
Israel  is.  first  and  foremost,  ti, 
country's  highly-skilled  and 
talented  labor  force. 

"We  certainly  can't  compete 
with  Thailand.  Indonesia  or  tt 
Philippines  when  it  comes  to 
cheap  labor."  says  Soen.  "But 
there  is  no  country'  in  the  wor 
that  can  compete  with  us  in 
terms  of  our  high  concentratio 
of  scientists  and  engineers.  '' 

.\nother  key  advantage,  he 
notes,  is  "time  to  market''  -  the 
time  from  when  an  idea  is  put 
forward  until  the  product  is  or 
the  market.  If  the  Research  ar 
Development  (R&D)  stage  in 
the  U.S..  for  instance,  is  one 
year,  in  the  Israeli  subsidiary  o 
the  sam^e  company,  it  is  eight  ( 
nine  months. 


Highly-Skilled  Manpower  ai 
Proportion  of  the  Total 
Workforce 


70 
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Soen  points  out  that  a  large 
roportion  of  Israel's  scientists 
nd  engineers  have  studied  or 
/orked  abroad,  many  in  Silicon 
'alley. 

"During  their  time  in 
.merica,  these  Israelis  have 
bsorbed  the  American  culture 
nd  mentality,  which  becomes 
n  incredible  advantage  for 
.merican  companies  with 
/hom  they  later  have  business 
ealings,"  he  notes. 
In  recent  years,  he  adds,  Israel 
as  developed  another  impor- 
int  and  unique  advantage:  its 
es  with  Eastern  Europe  and 
le  former  Soviet  Union. 
"These  countries  see  us  not 
nly  as  a  source  of  technology, 
ut  also  as  the  gateway  to 


Western  markets,"  Soen  says. 
"This  facilitates  our  access  into 
these  markets,  and  naturally, 
American  companies  with  sub- 
sidiaries in  Israel  can  benefit 
from  these  ties.  What's  more, 
Israel  is  perhaps  the  only  coun- 
try in  the  world  with  hundreds 
of  thousands  of  people,  includ- 
ing top  scientists  and  engineers, 
who  know  the  language  and 
culture  of  Eastern  Europe  and 
the  former  Soviet  Union." 

Aside  from  skilled  manpow- 
er, says  Soen,  Israel  also  has  a 
broad  base  of  research  insti- 
tutes,such  as  the  Technion 
and  the  Weizman  Institute 
of  Science,  as  well  as  an 
attractive  package  of  invest- 
ment incentives. 


TouRiSM-A  Shining  Star  in 
The  Economic  Galaxy 


Tourism  is  emerging  as  one 
of  Israel's  fastest-growing  indus- 
tries. During  July  of  this  year, 
173,000  visitors  came  to  Israel, 
27  percent  more  than  the  previ- 
ous year  and  15  percent  higher 
than  in  1990. 

"I  believe  that  our  heavy 
promotion  and  advertising 
have  had  a  tremendous  impact 
on  tourism  to  Israel,"  says 
Raphael  Farber,  Israel's  Consul 
and  Tourism  Commissioner 
for  North  America. 

The  tourism  industry  is  also 
one  of  the  most  profitable  sec- 
tors of  the  Israeli  economy. 
Tourism  is  an  export  industry, 


The  Airline  off  Israel 
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EL  AL  means  business  every  time 
we  offer  you  Business  Class. 

Check  in  at  a  special  counter  and  relax  in  our  King 
David  Lounge  before  your  departure.  At  JFK  Airport  in 
New  York  and  at  Ben  Gurion  Airport  in  Israel,  our 
Business  Class  lounges  have  been  completely 
redecorated  and  enlarged. 

Once  on  board,  you'll  be  pampered  in  our  expanded 
Business  Class,  with  extra  wide  seats  and  plenty  of  leg 
room  between  rows...  and  you'll  be  served  gourmet 
cuisine. 

The  Business  Class  surcharge  is  only  $399  per  person 
each  way  between  New  York,  Baltimore/Washington, 
Boston,  Chicago,  Dallas/Ft.  Worth,  Miami  and  Tel  Aviv. 
It's  only  $429  each  way  between  Los  Angeles  and  Tel  Aviv. 

EL  AL  offers  the  fastest  and  most  convenient  service  to 
Israel  from  each  of  its  seven  gateway  cities  in  the  United 
States,  including  daily  nonstops  from  New  York,  except 
for  Friday.  EL  AL  now  flies  to  39  cities  worldwide. 

For  more  information,  please  call  your  travel  agent  or 
EL  AL  at  1  -800-223-6700  or  21  2-768-9200. 
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contributing  to  the  reduction  of 
the  country's  trade  deficit  by 
adding  $1.8  billion  annually  to 
the  Israeli  treasury.  The  indus- 
try, which  employs  close  to 
100,000  people,  is  a  tool  for 
development  of  various  regions 
in  Israel,  as  well  as  a  way  of 
showcasing  the  country. 

In  addition  to  its  spectacular 
historic  and  cultural  offerings, 
Israel  is  the  Holy  Land  for  the 
world's  three  monotheistic  reli- 
gions. The  country's  beaches 
and  ever-increasing  recreational 
opportunities  are  also  attract- 
ing visitors.  Marketing  cam- 
paigns to  increase  the  number 
of  tourists  from  the  Far  East  are 
underway,  as  are  those  aimed 
at  evangelical  Christians. 


Israel's  Minister  of  Tourism, 
Uzi  Baram,  notes  that  the 
country's  infrastructure  will  be 
expanded  to  accommodate  a 
tourist  target  of  three  million  in 
1995.  New  hotels  with 
American  international  hotel 
management  companies, 
restaurant  chains,  and  shopping 
malls,  as  well  as  new  attrac- 
tions for  second-time  visitors, 
are  being  planned.  Other 
efforts  have  been  stepped  up  to 
turn  the  Dead  Sea  area  into  a 
major  spa  center,  and  to  work 
with  Egypt.  Turkey  and  Greece 
to  promote  Eastern  Mediter- 
ranean tourism. 

El  Al,  Israel's  national  carri- 
er, has  recently  made  a  $450 
million  investment  in  new 


equipment  and  has  brought 
the  number  of  its  U.S.  gate- 
ways to  seven  with  recent 
additions  of  Baltimore/Wash- 
ington and  Dallas/Ft.  Worth. 
The  airline,  proud  of  its  role  in 
transporting  Russian  and 
Ethiopian  immigrants  to  Israel, 
its  experienced  workforce  and 
its  high  levels  of  security,  is 
committed  to  helping  promote 
regional  tourism.. 

"Recent  indicators  are  show- 
ing that  there  is  tremendous 
opportunity  to  have  the 
Middle  East  as  one  of  the  fore- 
most tourist  attractions  of  the 
world,  "suggests  Leon  Hasdi, 
vice  president  and  general  man- 
ager for  El  Al  in  North  and 
Central  America. 
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PEC 

Israel  Economic 
Corporation 


Now  is  the  time  to  invest  in  Israel's 

growing  economy,  through  an  American 
company  with  a  record  of  outstanding 
financial  performance  and  increases 
for  its  shareholders. 


A  Growing 
Company  in  Israel's 
Growing  Economy 


oldings  in  such  prominent 
and  promising  Israeli  companies  as: 

•  Scitex 

•  Tambour  Paints 

•  Property  and  Building 
•  EIron  Electronic 

•  Super-Sol  Supermarkets 
•  El-Yam  Shipping 
•  Tevel  Cable  TV 
•  Gilat  Communications 


PEC  Israel  Economic  Corporation  A  member  of  the  IDB  Holding  Group  All  in  one  Company  traded  On  the 
For  more  information,  call  212-687-2400  or  write  PEC  Israel 

Economic  Corporation,  511  Fifth  Avenue,  NY,  NY  10017  American  Stock  Exchange.  (Amex:  lEC) 


WHAT  THE  CARIBBEAN 

WOULD  BE  WITH 
5000  YEARS  OF  HISTORY. 


ft 


Instead  of  another  trip  co  the  isiaixtb,  take  a  tup  bacl^  in  time. 
Come  to  Israel,  where  our  ancient  towns  and  villages  have  enchanted 
travelers  Tor  centuries.  Like  the  Caribbean,  we  have  modern 
resort  hotels,  chic  clubs  and  sunny,  uncrowded  beaches.  But  when 
you  go  home,  you'll  have  more  than  a  beautiful  tan. 
You'll  have  beautiful  memories. 

ISRAEL  GOVERNMENT  TOURIST  OFFICE 

New  York:  21 2-560-0600  x  249  ■  Atlanta:  404-875-9924  -Chicago:  312-782-4306  •  Dallas:  214-991-9097 
Los  Angeles:  213-658-7462  •  Miami:  305-539-1919  -  Canada:  416-964-3784  ^ 


Hope  to  see  you  soon. 


11^  n 


R   C  a  p  i  t  a  I   0  p  p  o  r  t  unity  T 


O  n    I  s  r  a  e  I  '  s    I  n  u  e  s  t  m^^ 


IT  can  be  called 
the  damn  of 
a  neui  era. 


^  new  government  in  Israel  Is  making 
the  encouragement  of  foreign 
investments  a  national  priority.  Now  is 


the  time  to  look  into  a  growth-orient 
investment  in  industry  -  a  source  fo/| 
profits  and  expansion.  | 
Any  way  you  look  at  it,  Israel  has  mc\ 
to  offer.  That's  why  Intel,  Motorola,  /ij 


For  further  information 
on  business  opportunities 
witti  ttie  State  of  Israel, 
please  contact: 

Jerusalem: 

MINISTRY  OF  INDUSTRY  AND  TRADE 
CENTER  FOR  BUSINESS  PROMOTION 
Tel:  972-2-698  547,  6 
FaxQ7P-?-66Q:iRR 


New  York: 

ISRAEL  ECONOMIC  MISSION 
Tel:  (212)  560  0600 
Fax:  (212)  564  8964 

Los  Angeles: 

GOVERNMENT  OF  ISRAEL 
INVESTMENTS,  EXPORT  AUTHORITY 
Tel:  (213)  658  7924 


Boston: 

GOVERNMENT  OF  ISRAEL 
ECONOMIC  OFFICE 
Tel:  (617)  451  1810 
Fax:  (617)  451  2677 

San  Francisco: 
GOVERNMENT  OF  ISRAEL 
ECONOMIC  MISSION 
Tel:  (415)  434  2450 


Chicago: 

GOVERNMENT  OF  ISRAEL 
INVESTMENTS  EXPORT  AUTHOR 
Tel:  (312}  332  2160 
Fax.  (312)3322163 

Toronto: 

ISRAEL  ECONOMIC  MISSION  OFG 

Tel:  (416)  961  1242 

Fax:  (416)  961  3962  ' 


o  t  e  n  t  i  a  I 


DEC,  KLA  Instruments,  KNS,  the 
Limited,  Octet  and  many  others  have 
established  firm  roots  in  Israel. 


Here  are  just  some  of  the  benefits 
Israel  extends  to  you: 

The  Highest  Calibre  of  Human  Resources 

Israel  has  2-3  times  more  scientists  and  engineers  engaged  in 
R&D  per  capita  than  any  other  country  in  the  world.  In  addition, 
over  50%  of  the  wave  of  immigrants  arriving  from  the  former 
Soviet  bloc  are  scientists,  professionals,  engineers  and 
technicians. 

Israel's  stable,  highly  skilled,  motivated  workers  are  available  at 
salaries  that  are  20  to  30%  lower  than  in  the  United  States. 

The  Perfect  Environment  for  R&D 

Israel's  talent  for  innovation  and  creativity  is  a  magnet  for 
overseas  investors.  Numerous  Israeli  high  tech  companies  are 
pioneers  in  their  field,  and  have  translated  their  inventions  into 
profitable  businesses  that  are  now  listed  on  U.S.  stock  exchanges 
Israel  has  world-renowned  R&D  centers  which  cooperate  closely 
with  industry,  scaling  up  research  into  commercial  applications. 
And  Israel  has  a  track  record  for  getting  products  to  market  faster 
giving  you  a  competitive  edge. 
Israel's  government  supports  R&D  with  generous  funding. 
Binational  endowment  funds  serve  as  additional  sources  for  R&D 
funding. 

A  Bridge  to  Major  Markets 

Israel  has  free  trade  agreements  with  the  United  States,  the 
European  Community  and  EFTA.  This  is  the  source  of  profitable 
trade  in  industrial  and  consumer  goods. 
Israel  is  also  an  excellent  launching  point  for  trade  with  emerging 
markets  in  Eastern  Europe  and  what  was  formerly  the  Soviet 
Union.  Israeli  experts  speak  the  languages  prevalent  in  these 
growing  economies,  and  know  how  to  structure  profitable  busines: 
deals  in  their  particular  environment. 

A  Developed  Infrastructure 

You'll  find  that  Israel  meets  the  standards  you're  accustomed  to.  It 
has  advanced  international  financial,  accounting,  insurance  and 
legal  systems,  modern  roads,  sea  and  airports,  and  modern 
communications  and  telecommunications  networks. 
Throughout  the  country,  Israel  offers  competitively  pnced  industria 
facilities  and  parks  supporting  every  type  of  industrial  venture. 

Government  Incentives  and  Benefits 

Several  programs  of  incentives  are  available  for  investors  and 
venture  capitalists.  They  include  generous  investment  grants, 
government  loan  guarantees,  tax  exemptions,  a  venture  capital 
fund  for  high  risk  enterprises  and  numerous  other  substantial 
benefits. 

Let's    Get  Together 
It  all  adds  up  to  unique  human  resources,  R&D, 
government  incentives  and  trade  agreements.  Star 
making  plans  today  to  become  a  partner  in  a 
country  geared  for  profitable  growth. 


Israel  -  A  powerhouse  oi  opnortunitie 


Interview  WITH 
Finance  Minister 

AVRAHAM  ShOHAT 


Q:  What  measures  is  the  new 
labor  government  undertaking  to 
promote  in\'estments  and 
growth? 

A:  The  1995  budget  proposal 
recend)'  approved  b\'  the  govem- 
ment  is  designed  to  encourage 
investment  in  the  following 
wavs:  first,  it  calls  for  a  simifi- 
cant  reduction  in  the  deficit,  in 
order  to  make  it  easier  for  private 
:n\"estors  to  borrow  on  the  capi- 
tal markets:  second,  there's  a 
substantial  increase  in  govem- 
ment  spending  on  infiastmcture 
projects,  which  should  create 
better  conditions  tor  investments 


and  third,  for  poKtical  reasons,  the 
new  government  has  dramaticall)^' 
reduced  spending  on  construction  - 
particular^  in  the  West  Bank  -  mak- 
ing funds  available  for  tax  cuts. 
Because  of  this  political  act  the  U.S. 
government  also  hnalfy  approved 
our  S 1 0  billion  loan  guarantee 
request  which  should  provide  a 
boost  to  the  economy. 

We  hope  that  the  more  positive 
political  climate  prevailing  in  the 
region  since  the  new  government 
has  taken  o\"er  will  also  attract 
foreign  investors  who  had  been 
previously  wary  about  putting  their 
mone\'  l":  :       area.  I.  for  one.  am 
beginm:".;  ::  ::  f.  ?,  ne'.'."  rrenness 
on  the  pan  c:  ::-.;cr.".i:-cr.a, 
businessmen  to  our  economv. 
Q:  What  can  Israel  offer  foreign 


investors  that  other  countries 
cannot? 

A:  One  key  attraction  is  our  fret 
trade  agreements  with  major 
economic  blocs  in  the  world:  the 
U.S..  the  EC  and  the  EFTA. 

Israel  also  offers  investment 
incentives  such  as  tax  breaks, 


go\'emment  grants  and  govern- 


A  Healthy  Profile: 


_l  Adi%ersitled  pharmaceutical  compan>  with  international 

manufacturing  and  marketing  operations.  About  50'~f  of 

total  sales  -  outside  of  Israel,  mainly  in  the  U.S. 

-I  One  of  Israel  s  top  10  industrial  companies. 

J  High  yield,  lou  cost.  RifcD  programs  targeted  at  innovati\  e 

niche  market,  supponed  by  close  ties  u  ith  Israeli  research  institutions. 

_l  Teva  s  shares  are  traded  on  the  Tel  Aviv  Stock  Exchange 

>ince  1951  and  on  NASDAQ  iTEMYi  since  1982.  Over  50'7 

of  sharev  held  out>ide  of  Israel. 


■iZlIZj 


Trailing  12  months 
June  30.  1992 


Sales  (SMil.)  346  -IOS 

Net  Income  (SMil.)  26  -  22=.o 
Fully  Diluted  EPS  (S)  1.04S  ^  24°o 


Teva  Pharmaceutical  Industries  Ltd. 

Corporate  headquarttT>: 

Petach  Tik\a.  Israel.  Tel.  9-2.3-926"26".  Fax.  9-2-3-9234658 


Q:  Hcv.  .M„  's.t  U.S.  loan  guar- 
antees affect  the  economy? 
A:  Perhaps  most  importantlx-. 

naricr.;.  's.b.\  Israe.  \'v^LL  . 

nc :  s  ..:::r  from  anx^  shortfall  in  j 
foreign  currencx'  reserv^es  in  the 
coming  )'ears.  no  matter  hoxv 

larre  rur  balance-c:-r?.'.~en:s 

teesv.      ^:  .  -  \    is  to  raise 
monex-  ar: ; :. : : :  investment  pro-, 
jeers  at  ver.'  gccc  terms. 

Q:   ..^--r  -iL. 
expected:: 

e>a>o:T  i\  v.:  : :  r:  /ears? 

A:  :=x-  ^ 

tiles,  'cwz.  ::  :ourse.  electronics.  | 

At  the  sam.e  time,  we  anticipate  \ 

that  militarx-  exports        i'.zri  \ 

because  or  the  dov.-nru~  ihe 

\\"orld  market.  .-Xr.other  extreme^ 

Lntpcnan:  source  of  foreign  curren-' 

C)"re\"::"    5  ■  -  ^  e^-? 
„_;H  ^    -  -   


MulthPlatfom 
Systems  Management 


The  iOA  Workstation 
Automates  All  Platforms  and 
Controls  All  Automation  Activities 


Special  Advertising  Section 


Interview  with 
4dustry  and  trade  minister 
MiCHA  Harish 


:  Do  you  anticipate  an 
:rease  in  foreign  investments 
Israel  because  of  the  more 
)sitive  political  climate  in  the 


Micha 
Harish 


Absolutely.  There's  an 
:redible  amount  of  interest  in 
ael  both  among  countries 
th  whom  we  have  tradition- 
y  enjoyed  good  economic 
ations,  like  the  U.S.  and  those 
Europe,  and  among  countries 
lich  had  previously  been 
Dblematic,  particularly  those 
the  Far  East.  At  the  same 
ne,  there's  a  feeling  that  inter- 
tional  businessmen  today 
ve  more  confidence  in  the 
ility  of  Israel's  new  leaders  to 
anage  the  economy. 

;  How  do  you  explain  the 
:t  that  Israel  is  one  of  the  few 
untries  in  the  world  today 
joying  a  healthy  rate  of 
port  growth? 

Firstly,  many  of  our  key 
lustries  have  undergone 
jjor  modernization  and 
eamlining  programs  m  recent 
ars.  At  the  same  time,  they 
ve  also  invested  considerably 
marketing  abroad.  Another 


The  new  IOA  V^orkStation  permits 
total  control  and  automation  of  any 
number  of  mainframe  computers 
from  a  single  point  of  control;  yet, 
the  IOA  Vv'orkStation  takes  data  cen- 
ter automation  beyond  just  the  main- 
frame. V/ith  the  IOA  Workstation 
you  will  also  be  able  to  automate  all 
of  the  systems  management  process- 
es, like  scheduling,  report  distribu- 
tion, etc.,  across  ail  other  platforms 
including  AS/400,  UNIX, 
VAX/VMS,  LANs,  PCs  and  others. 

The  IOA  V/orkSfation  is  a  true  imple- 
mentation of  Client/Server 
technology.  It  is  a  UNIX  WW 
based  software  product  that  W  J 
runs  on  a  SUN  Workstation 
or  on  an  IBM  RS/6000, 
using  standard  SQL  distrib- 
utecT data  bases  to  provide 
immediate  access  to  any  data  item. 

The  IOA  Workstation  is  compatible 
with  SystemView  concepts  and  with 
standards  such  as  Open  Systems 
Interconnection  (OSI).  The 
Workstation  uses  state-of-the-art 
technology  conforming  to  industry 
standards  including  Graphical  User 


mm  m  '^^ 

Aih  DIMENSION  SOFTWARE  INC. 


Interfaces  (GUI)  under  MOTIF,  Open 
Windows  or  anv  other  X-Windows 
conforming  GUI  protocols.  TCP/IP 
and  LU6.2  are  used  for  communica- 
tion between  the  Workstation  and 
the  controlled  platform. 

4D  has  been  developing  and  market- 
ing data  center  automation  products 
since  1984.  4D's  Integrated 
Operations  Architecture  (lOA).  with 
over  1,300  installations  worldwide, 
is  the  only  true  integrated  line  of  data 
center  automation  products  for  the 
MVS  data  center.  During  the  past  24 
months,  more  IOA  products 
have  been  sold  to  automate 
data  centers  than  products 
from  any  other  AOS  ven- 
dor. 


The  IOA  Workstation  -  the  first 
vehicle  that  addresses  the  issues  of 
multi-platform  systems  management 
throughout  the  entire  organization. 

4th  DIMENSION  SORWARE  INC. 

Oie  Pari<  Plaza,  1 1  iti  Floor,  Irvine,  CA  9271 4  USA 
Td  (71 4)  757-4300 '  FAX  (71 4)  756-3900 
Telex  49608743  FOUR  DIMENSION 


Profile  of  a  Leader 


Israel 


Speclm  Adverttsng  SECnON 


Elite  Industries  Ltd. 

Israel's  Leading  Brand 
Name  In  Coffee.  Choco- 
late and  Confectionery. 

Elite's  ADRs  trade  on  the  OTC 
market  lELEIDVl 


With  more  than  S225  million  in  sales. 
Elite  is  Israel's  largest  publicalh  traded 
food  compan\.  and  is  fully  exposed  to 
Israel's  economic  rebound  and  population 
growth. 

The  company  has  expanded  its  geographi- 
cal presence  to  more  than  25  countries, 
most  recently  establishing  a  highly  suc- 
cessful joint  venture  company  in  Poland,  as 
u  ell  as  completing  n\  o  major  acquisitions 
in  the  EEC. 

Here  are  a  few  highlights: 

□  Exports  have  sroun  at  a  compxjund  rate 
of  \5^c  since  1986. 

□  The  company  holds  leading  domestic 
market  share  positions:  80'7  on  coffee  and 
60-80'~c  in  most  major  confectionen. 
categories. 

□  .An  aggressive  capital  in\  estment  proa- 
ram  has  established  Elite  as  a  world-class 
lou-cost  high-qualit\  food  processor 

□  .As  a  result  of  superior  product  quality 
and  Israel's  free  trade  agreemnets  w  ith 
both  the  U.S.  and  Europe.  Elite  is  posi- 
tioned to  continue  to  rapidly  expand  export 
sales. 

□  The  company  is  already  a  private  label 
supplier  of  such  w  ell-know  n  stores  as 
Marks  &  Spencer  and  Tesco  in  the  U.K.: 
LeClerc  in  France.  Pathmark  and  Rite  .Aid 
in  the  U.S.:  and  Hema  in  Holland. 

□  Elite  also  markets  food/beverage 
products  in  Israel  for  a  number  of  leading 
multinationals,  including  RJR,/Nabisco. 
Martini  &  Rossi.  and.Amstel. 

□  Recently  Elite  has  capitalized  on  its 
high  brand  recognition  b>  expanding  into 
pastas  and  snack  foods. 


For  further  information  contact: 
BROADGATE  CONSULTANTS.  INC. 
375  Hudson  Street,  Suite  200 
New  York.  N.Y.  10014 
Tel.  212-229-2222 


Profile  of  a  Leader 


key  factor  has  been  tiie  decision 
to  specialize  in  areas  in  which 
Israel  has  a  comparative  advan- 
tage, particularly  high  technolo-  ■ 
gy.  I  should  mention  here  that 
there  are  certain  products  where 
we  have  become  the  leading 
suppliers  in  the  world  market. 
In  other  so-called  traditional 
industries,  like  textiles,  we  have 
made  an  effort  to  concentrate 
on  more  up-market  products, 
where  the  emphasis  is  on 
design  rather  than  cheap  labor. 

Q:  Will  there  also  be  new 
mcentives  for  exporters? 
A:  Rather  than  particular  incen- 
tives. I  foresee  a  change  in  our 
overall  policy  regarding  exports, 
where  key  emphasis  will  be 
placed  on  improving  export 
profitability  through  such  mea- 
sures as  tax  reductions.  In  addi- 
tion, we  plan  to  concentrate  on 
opening  up  new  markets  to  the 
Israeli  exporter  by  providing 
government  financing  to  subsi- 
dize marketing  campaigns 
abroad,  as  well  as  initiating 
trade  negotiations  with  various 
countries  around  the  world. 


Interview  WTTH 
UziaGalil 
Chairman  of  the  Board 
Elron  Electronics 


Widely  regarded  as  the  "father 
of  Israeli  high  technology,''  Uzia 
Galil  helped  found  Elron 
Electronic  Industries  30  years 
ago.  Today  Elron  is  a  multina- 
tional holding  company,  with 
aggregate  aimual  sales  exceed- 
ing S550  million. 

The  Elron  family  includes 


well-known  names  like  Elscin* 
a  world  leader  in  medical  dia^ 
nostic  imaging:  Elbit,  a  top 
Israeli  exporter  of  defense  ele( 
tronics:  Fibronics  Ltd..  the 
Israeli  subsidiary  of  the  U.S. 
multinational:  and  Optrotech, 
leading  world  supplier  in  the 


Uzia 
Galil 


printed  circuit  board  industry. 
Shares  in  all  these  companies 
are  traded  in  the  U.S. 

Q:  Where  does  the  future  lie  f 
Israeli  high  technology? 
A:  Looking  ahead,  our  indus- 
tries v/ill  have  to  take  into 
account  two  key  trends:  the 
globalization  of  the  world  mar 
ket  and  the  pressing  need  to  cr 
ate  jobs  for  the  huge  influx  of 
immigrants  into  the  country. 
Our  biggest  challenge,  there- 
fore, becomes  gaining  access  tc 
new  market  segments.  If  in  pre 
vious  years,  our  whole  approac 
was  to  seek  technological  exce, 
lence  and  adapt  it  to  the  marke 
today  we  have  to  first  seek  out 
the  market,  and  fiom  there  go 
back  and  develop  the  relevant 
technologies.  At  this  point,  j 
developing  any  technology  in  I 
Israel  is  no  longer  a  problem.  ' 
What  we  have  to  do  is  find  the 
markets  to  feed  these  technolo 
gies  into,  thereby  creating  the 
jobs  that  are  needed. 


DISCOUNT  INVESTMENT 
CORPORATION  LTD. 


Since  1961.  Discount  Investment  Corporation  (DIC)  has  played  a 

primary  role  m  the  establishment,  development  and  continumg 
success  of  many  of  Israel's  leading  corporations.  Our  involvement 
has  enabled  companies  like  Scitex.  EIron.Elbit,  Elscint,  Iscar  and  Gemini' 
to  become  familiar  names  around  the  globe.  DIC's  diversified 
investment  portfolio  covers  a  broad  spectrum  of  activities  including: 
■  High  Tech  &  Industry  ■  Energy  &  Shipping  ■  Trading  & 
Communications  Services  ■  Construction  &  Development 


Investment  Services  &  Finance. 


Discount  Investment  Corporation  Ltd. 
16-18  Beth  Hashoeva  Lane.  Tel  Aviv  65814.  Israel. 

Tel:  972-3-5607571  Fax:  972-3-5602327. 

'Venture  lund  to  be  established  in  parlnerstiip  witti  Yozma 
Venture  Corp,  (Israel)  and  Advent  International  Corp.  (Boston) 


Join  Leading  International  Companies  at 
Israel's  Flagship  High  Tech  Industrial  Park 

MA  T  A  IV  yr      ELBIIINTEL.  IBM,  ELSCINT  FIBRONICS,  KULICKE  AND  SOFFA 

£\         J[         f\  AND  OTHER  LEADING  COMPANIES  HAVE  CHOSEN  MATAIVI 

WELL-  PLANNED  HIGH-TECH  INDUSTRIAL  BUILDINGS 

BEAUTIFUL  SURROUNDINGS:  CLEAN  AIR,  GREEN  LAWNS,  SEA  VIEW 

NEAR  THE  TECHNION  (ISRAEL'S  M.I  T)  AND  THE  TEL-AVIV  HIGHWAY 

DAY  CARE  FACILITIES  AND  RESTAURANTS  FOR  EMPLOYEES 

SCIENTIFIC  INDUSTRIES  CENTER  HAIFA  LTD. 

DEVELOPING  INTO  THE  FUTURE 

SCIENTIFIC  INDUSTRIES  CENTER  HAIFA  31905  ISRAEL  TEL:  972-4-550066,  FAX:  972-4-550888 


MATAM 


Israel 


Special  Advertislmg  Section 


If  we  really  want  to  create 
jobs,  we  have  to  put  a  lot  more 
effort  into  building  strategic 
alliances,  joint  ventures,  and 
mergers  with  companies  abroad 
so  that  we  can  get  a  foothold 
into  new  big  markets. 

Q:  What  type  of  markets 
should  be  sought  out? 
A:  I'm  not  talking  about  mar- 
kets in  the  geographical  sense, 
but  markets  in  terms  of  types  of 
products.  Until  now,  Israel  has 
made  an  intemational  name  for 
itself  in  fields  like  defense  and 
medical  equipment.  But  let's 
take  the  example  of  consumer 
goods,  a  field  in  which  Israel  has 
not  yet  achieved  notable  success 
in  the  world  market.  As  I  see  it. 


in  the  coming  years,  it  will  be 
possible  to  take  the  technologies 
we  have  developed  and  applied 
in  defense  and  other  industries 
to  consumer  goods  as  well  and 
thereby  gain  access  to  new  mar- 
kets. Our  subsidiary.  Elbit.  has 
already  taken  a  step  in  this  direc- 
tion, moving  into  the  television 
market,  where  we  expect  to 
become  more  and  more  sophisti- 
cated in  the  coming  years. 


Exports  at  the  Forefront 


For  Israel,  exports  have  become 
synonymous  with  growth.  At 
one  time,  it  was  agricultural  pro- 
duce and  basic  industrial  products 
that  dominated  the  country's 
export  basket.  Today  high  tech- 


nology has  taken  the  lead. 

The  growth  of  Israel's  science 
based  industries,  notably  elec- 
tronics, began  in  the  1960s  with 
the  establishment  of  an  extensi\ 
infrastructure  for  defense  produ 
tion.  Over  the  years,  the  propo: 
tion  of  defense  products  in  total 
exports  has  declined,  as  many 
companies  have  discovered  nevs 
civilian  applications  for  military 
technologies. 

Israeli  companies  that  today 
rank  among  world  leaders  in 
their  fields  are  Optrotech  and 
Orbot,  which  claim  nearly  70 
percent  of  the  world  market  fc 
advanced  automatic  optical 
inspection  systems  of  printed 
circuit  boards:  Elscint,  a  leader 
in  medical  diagnostic  imaging; 
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Round  the  clock,  Bezeq  keeps  you  and  your  business  in 
toucti  witli  file  world,  supported  by  on  infrastructure  as 
provided  by  the  most  modern  telecommunication 
companies.  Bezeq  offers  you  the  full  range  of  services, 
including: 


■  Direct  dialling  worldwide,  via  digital  submarine  cables  and  satellites. 

■  Internotional  toll  free  services. 

■  Home  direct:  No  chorge  to  coll  telephone  company  operators  in  the 
USA  end  1 5  additional  countries. 

■  ISRANET  links  to  data  bases  on  more  ttian  150  networks  in  70 
countries. 

■  Digital  data  circuit  leasing,  at  various  speeds,  for  your  data 
communications. 

■  Bezeq's  advanced  infrastructure  for  mobile  telephones  and  more. 

Contact  us  today  for  more  information  about  how  to  come  from  a  big 
country  and  feel  right  at  home  in  Ismel. 

Bezeq 

The  Israel  Telecommunication  Corp.  Ltd. 

Marketing  &  Customer  Services 
1  Hasoreg  Street 
POBox  1088 

91010  Jerusalem,  Israel 
Tel:  97  2-2-39  5  3  5  1  Fax:97  2-2-2  5  37  34 
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d  ECI  Telecom,  which  domi- 
tes  the  world  market  for  digi- 
circuit  multiplication  equip- 
;nt  with  a  70  percent  share. 
There's  no  doubt  that  Israel's 
ded-value  lies  in  high  technolo- 
"  says  Dov  Tadmor,  managing 
ector  of  Discount  Investment 
irporation.  "We  have  no  natur- 
'esources,  we  can't  compete 
th  the  Far  East  in  terms  of 
^ap  labor,  and  we  don't  have  a 
;  enough  market  to  support 
lustries  such  as  automobiles  or 
ivy  machinery.  The  only  real 
/antage  we  have  is  brainpower." 
)iscount  Investment 
'rporation  of  the  IDB 
ilding  Group  has  interests 
some  of  Israel's  leading 
3orters,  among  them 
tex,  a  leading  world  manu- 
turer  of  computer  imaging 
Items  for  the  publishing 
lustry;  Elbit,  a  manufacturer 
defense  electronics,  and 
ar,  a  machine-tool  producer, 
'he  key  to  success  for  most  of 
lel's  leading  exporters,  says 
Imor,  has  been  a  combination 
jnderstanding  the  world  mar- 
,  technical  expertise  and  man- 
:ment  competence.  For  com- 
iies  like  Scitex,  success  has 
D  meant  attracting  the  right 
itegic  partners.  This  year  one 
Jie  U.S.'s  leading  public  com- 
lies,  International  Paper  Co., 
■chased  an  11  percent  holding 
)citex  for  $209  million. 
Ilal  Electronic  Industries, 
ich  also  holds  a  stake  in 
tex,  is  an  example  of  a  hold- 
company  that  has  empha- 
;d  diversification  between 
ture  and  start-up  investments 
he  fields  of  electronics,  elec- 
■optics,  telecommunications, 


computerized  graphics  and  med- 
ical sciences.  According  to 
Managing  Director  Akiva  Mayer, 
Israel's  high-technology  indus- 
tries are  gearing  up  for  a  new 
wave  of  expansion. 

"In  December  1985,  Scitex 
employed  about  2,000  workers 
and  had  annual  sales  of  $120 
million.  Last  year,  we  once 
again  employed  2,000  workers, 
but  our  sales  were  up  to  $400 
million,  which  shows  that  we've 
also  become  more  competitive  in 
terms  of  costs,"  he  says. 

Shares  in  Israeli  high-tech 
companies,  traded  on  Wall 
Street,  have  outperformed  their 
U.S.  counterparts  virtually 
across  the  board.  Foreign 
investor  interest  appears  to  have 
reached  a  new  peak:  a  special 
fund  set  up  in  Britain  to  invest 
exclusively  in  Israeli  companies 
raised  close  to  $100  million 
within  a  day,  American  venture 
capitalists  have  set  up  a  unique 
joint  venture  with  the  govern- 
ment to  invest  in  high-tech  start 
ups,  and  even  lapanese  invest- 
ment banks  are  making  their 
way  to  Israel  looking  for  new 


business  opportunities. 

Elbit  is  an  example  of  an 
Israeli  company  that  has 
aroused  considerable  interest 
abroad.  A  leading  exporter  of 
defense  technologies,  Elbit's 
strategy  has  been  based  on  diver- 
sifying its  business  base,  both  by 
acquisitions  in  civilian  sectors 
like  medical  diagnostics,  and  by 
finding  new  applications  for 
defense  technologies  in  fields  like 
industrial  systems,  communica- 
tions and  video  systems. 

"We  certainly  have  no  inten- 
tion of  abandoning  the  defense 
market,  but  our  future  growth 
will  come  from  other  areas,  too," 
says  President  Emmanuel  Gill. 

Israel's  largest  high-technology 
park,  Matam,  owned  by  the  Haifa 
Economic  Corporation,  wliich  has 
gamed  fame  for  bemg  the  home  of 
Elbit,  Intel,  Elscint,  Fibronics, 
Kulicke  and  Soffa  launched  an 
innovative  new  project:  a  "techno- 
logical mcubator"  to  promote  new 
start-ups  on  its  grounds. 

"By  exploiting  economies-of- 
scale,  we  can  provide  the  high- 
est level  of  services  to  compa- 
nies situated  in  the  park,"  says 
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Avi  Goldenberg,  managing 
director  of  the  Haifa  Economic 
Corporation. 

One  of  Israel's  success  stories  in 
the  field  of  computer  software  is 
4th  Dimension  Software.  The 
company  specializes  in  the  CON- 
TROL family  of  integrated  sys- 
tem software  products,  which 
automate  many  key  functions  of 
data  centers  of  large  organizations. 
Its  products  are  licensed  to  users 
in  39  countries,  including 
Aerospatiale,  Boeing,  British 
Telecom,  Credit  Suisse,  Nielsen, 
Procter  and  Gamble,  Sony,  Texaco 
and  Xerox.  Its  biggest  client,  EDS 
in  the  U.S.,  recently  acquired  two 
percent  of  its  shares. 

Managing  Director  Roni  Emav 
beHeves  Israel  has  a  clear-cut 
advantage  m  the  field  of  software: 
"Our  ability  to  work  in  teams,  to 
spend  long  hours  on  a  single  pro- 
ject and  react  quicWy  makes  us 
much  more  productive  workers." 

Teva  Pharmaceutical 
Industries,  one  of  Israel's  top  10 
mdustnal  companies  has  taken  the 
opposite  course:  after  establishing  a 
strong  foothold  in  the  U.S.  generic 
market,  the  company  is  now  seek- 
ing out  strategic  alliances  in 
Europe.  In  the  past  year,  it  has 
purchased  a  chemical  producer 
m  Italy,  a  marketing  company  in 
Germany,  and  it  is  now  in 
advanced  negotiations  to  buy 
into  one  of  Hungar/s  leading 
pharmaceuticals  manufacturer. 

Israel's  export  success  has 
not  been  limited  to  high  tech- 
nology alone.  Even  some  of 
the  more  traditional  industries 
such  as  food  and  textiles  have 
enjoyed  major  breakthroughs 
in  recent  years  due  to  new, 
advanced  technologies  into 


their  production  lines.  Elite 
Industries,  one  of  Israel's  lead- 
ing food  manufacturers  and 
oldest  established  industrial 
concerns,  exports  its  choco- 
lates, sweets  and  snacks  to 
Britain,  the  U.S.,  Canada, 
France,  Poland,  Sweden, 
Spain,  Greece  and  the  former 
Soviet  Union.  Exports  have 
increased  from  $7  million  in 
1989  to  $15  million  last  year 
and  are  expected  to  reach  $20 
million  in  1992. 

"I  think  our  key  advantage  is 
flexibility,"  says  Managing 
Director  Nathan  Nissany. 
"Because  of  this  flexibility,  we 
can  produce  a  greater  variety 
of  products  and  provide  better 
service  to  our  clients  than 
many  other  companies." 


Interview  with 
Itzchal  Kaol,  President 
Bezeq  -  The  Israel 
Telecommunication  Corp.  Ltd 


Q.  How  would  you  character- 
ize the  mood  and  the  outlook 
in  the  business  community 
about  Israel's  economy? 

A.  It  is  my  belief  that  Israel's 
economic  standing  in  the 
West's  business  community  is 
positive  and  will  continue  to 
improve.  There  are  several  rea- 
sons for  this:  the  peace  talks 
with  our  neighbors;  a  stable 
economy  with  a  single  digit 
and  decreasing  rate  of  inflation; 
trade  agreements  with  the  U.S. 
and  the  EC;  a  pool  of  outstand- 
ing expertise  and  knowledge 
due  to  the  high  standard  of 
manpower,  augmented  over 


the  last  two  years  by  the  ab- 
sorption from  the  former  Sovie 
Union  of  thousands  of  scientist? 
engineers  and  other  profession- 
als. All  this  makes  Israel  a  plac 
where  money  can  be  made. 

Q.  Why  is  Israel  able  to  com- 
pete so  successfully  in  the  globa 
marketplace  in  areas  as  compet 
itive  as  telecommunications? 

A.  Israel's  ability  to  compete 
abroad  m  the  telecommunica- 
tions field  is  illustrated  by 
Bezeq's  performance.  In  1991, 
Bezeq's  revenue  was  $1.7  billiorj 
with  a  7  percent  return  on  equi-l 
ty.  Bezeq  ranks  tenth  in  incom- 
ing telephone  calls  from  the  U.Sl 
and  fifth  in  data  traffic  to  the  U.S. 

A  five-year  program  imple-  ! 
menting  the  most  advanced 
technologies  has  been  complet-i 
ed.  Further  investments  of  $60C| 
million  annually  are  planned  i 
during  the  next  five  years. 

Israel's  geopolitical  position 
and  the  dynamism  of  its  econo- 
my required  the  constant  devel- 
opment of  international  com- 
munications. This  is  a  basic 
factor  m  competition  ability. 

Q.  Are  you  confident  that 
Israeli  companies  can  continue 
to  prosper  and  will  continue  to 
undergo  privatization? 

A.  Israel  believes  in  expanding 
the  market-driven  economy. 
The  government  is  moving  out, 
of  companies  and  services 
through  a  continuing  process  of 
liberalization  and  privatization. 
GNP  grew  by  six  percent  last 
year,  a  very  high  rate  by  any 
international  standard.  ■ 
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IE  MOUSE  THAT  ROARED 
INTO  ORBIT 


Reactions  in  the  com- 
munications world 
ranged  from  amusement 
to  outrage  in  1988  when 
the  Kingdom  of  Tonga 
cleverly  exploited  a  loop- 
hole in  international  law 
to  lay  claim  to  seven  sat- 
ellite slots  that  would 
enable  the  tiny  South 
Pacific  island  state  to 
provide  phone  and  data 
service  to  the  Pacific 
Rim.  After  all,  tiny  Ton- 
ga could  hardly  manage 
arry  off  such  an  operation  alone. 

n  Nov.  17,  Tonga  unveiled  its  big  brother.  It  announced 
,  Rimsat  Ltd.,  of  Fort  Wayne,  Ind.,  would  lease  four  of 
ga's  slots  for  10  years  for  an  undisclosed  sum.  Rimsat, 
ided  in  April  by  James  A.  Simon,  a  wireless  cable  TV 
rator,  has  signed  a  deal  for  Russia  to  build  and  launch  si.x 
illites  into  the  Tongan  slots,  with  the  first  launch  scheduled 
next  fall.  In  the  meantime,  Russia  will  move  two  of  its 
sed  satellites  into  Tonga's  space  so  that  limited  phone 
'ice  can  begin  as  early  as  January. 


RTUAL  YUCKS 

R  COMPUTER  JOCKS 


ake  this  joke,  please.  At  the  Comdex  computer  show  in  Las 
Vegas,  from  Nov.  16  to  20,  comedy  software  was  compet- 
for  laughs  with  the  lounge  acts.  There  was  Just  Joking,  a 
pendium  of  2,800  cross-referenced  jokes  from  Wordstar 
■rnational  Inc.  of  Novate,  Calif.  The  company  suggests 
ig  the  $49  program  to  liven  up  documents  by  injecting 
)s  from  the  likes  of  Steve  Martin.  If  Martin's  humor  is  too 
listicated,  Comedy  Software  Ltd.  of  Los  Angeles  sells  a 
program  with  8,500  Milton  Berle  jokes.  It  plans  Henny 
mgman  and  Phyllis  Diller  versions,  too. 
unny  sound-effects  programs  are  also  big,  now  that  Win- 
's 3.1  handles  audio.  Sound  Explosion,  $49.95  from  Pro- 
mmer's  Warehouse  in  Scottsdale,  Ariz.,  lets  you  add  more 
1  500  bangs,  bells,  animal  sounds,  cheers,  and  the  like  to 
r  Windows  commands.  The  sound  of  a  toilet  flushing,  for 
ance,  can  be  programmed  for  whenever  you  hit  "delete." 
t's  sure  to  get  a  chuckle  in  some  circles. 


CONFERENCE  CALLS 
ME  CLOSER  TO  REALITY 


lesearchers  at  IBM  say  they've  made  a  breakthrough  in 
^transmission  of  moving  pictures  that  should  make  it  easi- 
'or  personal  computer  users  to  hold  face-to-face  meetings 
lout  getting  out  of  their  seats.  In  a  prototype  using  IBM 
2  computers,  the  talking  heads  of  office  mates  appear  in 
dows  on  the  screen  at  a  TV-like  speed  of  30  frames  per 
)nd.  All  participants  have  to  be  connected  to  the  same  local- 
i  network.  IBM  has  not  said  when  it  plans  to  sell  such  a 
:em.  It  figures  that,  when  it  does,  the  price  per  desktop. 


including  software,  microphones,  and  cameras,  could  be  about 
that  of  today's  more  expensive  add-in  circuit  boards  for  PCs. 

The  key  to  IBM's  system  is  the  way  video  images  are  han- 
dled after  they've  been  compressed  into  a  data  stream  to 
squeeze  onto  the  network  wiring.  Other  systems  decompress 
the  data  stream,  returning  it  to  its  massive  original  size  before 
preparing  it  for  disjjiay  on  a  screen.  That  takes  a  lot  of 
expensive  computing  horsepower.  IBM  researchers  figured  out 
a  way  to  prepare  the  image  for  display  while  it's  still  tightly 
compressed — a  much  more  manageable  job. 


AT  LAST,  GUIDES 

THROUGH  THE  INTERNET  SNARL 


Imagine  a  giant  encyclopedia  whose  entries  aren't  in  alpha- 
betical order.  To  look  up  zebras,  you  would  need  to  track 
down  somebody  who  knows  what  page  they're  on.  That's 
about  the  situation  with  Internet,  a  loose  global  computer 
network  made  up  of  thousands  of  subnetworks  run  by  univer- 
sities and  government  agencies.  People  hooked  to  Internet  can 
communicate  with  5  million  to  10  million  fellow  users  on  every 
continent  and  tap  into  data  on  space  suits,  literary  criticism,  or 
local  weather  forecasts.  But  because  Internet  has  grown  piece- 
meal, there's  no  central  index  listing  how  everything  can  be 
found. 

Finally,  though,  some  worthwhile  guides  to  Internet  are 
coming  out.  One,  There's  Gold  in  Them  Thar  Networks,  is  by 
Jerry  Martin  of  Ohio  State  University's  Academic  Computing 
Services  in  Columbus,  Ohio.  The  40-page  document  is  free  and 
points  readers  to  some  of  the  most  useful  data  sources.  For  a 
more  thorough  treatment,  there's  The  Whole  Internet  Cata- 
log &  User's  Guide,  by  University  of  Illinois  computer  expert 
Ed  Krol.  The  376-page  book  is  $24.95  from  O'Reilly  &  Asso- 
ciates, a  publisher  in  Sebastopol,  Calif. 


X'MON,  YOU  CALL 
riMr  A  PASSWORD?' 


For  hackers  bent  on 
thrills  or  destruction, 
guessing  a  computer  us- 
er's password  is  often  a 
piece  of  cake  because 
many  users  choose  pass- 
words that  are  all  too 
guessable.  Password 
Coach,  a  program  from 
Baseline  Software  in 
Sausalito,  Calif.,  can 
help  select  a  password 
that's  easy  for  you  to  re- 
member but  hard  for  a 
hacker  to  guess.  Priced 
at  $395  for  unlimited  use  on  a  network,  the  software  subjects 
your  password  choice  to  45  tests  before  approving  it. 

Password  Coach  will  reject  names  of  people  and  places,  pop- 
culture  words  such  as  Batman,  all  variations  of  your  user 
I.  D.,  as  well  as  sexual  and  curse  words — all  of  which  are  very 
popular.  Baseline  President  Charles  Kresson  Wood  says  that 
the  strongest  passwords  often  include  numbers  as  well  as 
letters,  such  as  Lust4Life.  Others  include  unlikely  compounds 
such  as  Pinkleathersofa,  or  offbeat  acronyms  such  as  TOTRAR- 
TYTD,  which  stands  for  "too  old  to  rock  and  roll,  too  young  to 
die."  But  since  these  passwords  have  appeared  here,  you 
should  probably  avoid  them,  too. 
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The  POWERstation  220: 

Here  today. 

When  youV(»  ready  for  raw  power  an()  performance 
at  a  low  price,  climb  on  a  leader  of  the  pack. 
I  he  RISC  System/6000  POWERstation  "  220. 

Cruise  with  leading  UNIX  desktof)  price/ 
performance  today  that  has  the  kind  of  muscle  and 
brains  to  keep  pace  with  you  tomorrow.  And  in 
the  future  when  youVe  ready  to  rev  up  tlie  perfor- 
mance, you'll  be  able  to  upgrade  the  220  processor. 
It's  even  ready  for  the  PowerPC  i "  601  micro|)roces- 
sor  model,  which  will  offer  up  to  two  tiuK^s  the 
performance  when  available. 

With  AIX:  IBM  s  commercial-strength  I  NIX, 
vou'll  have  access  to  more  than  6,000  leadin<i 
solutions.  W  hat  s  more,  the  applications  you  develop 
today  on  the  POWERstation  220  will  run  full 
out  on  any  of  the  RISC  System/6000  familv  of 
POWERstations  and  POWERservers: 

^I  he  POW  ERserv(M- 220  is  also  th*^  perfect 
vehicle  for  the  open  road,  with  seamless  corniectiv- 
itv  and  network  management  for  IBM  and 
non-IBM  networks  alike. 

More  tomorrow. 

And  don't  forget  IBM's  unecpialled  service 
and  support.  \ou  can  count  on  us  to  install 
machines,  configure  networks  and  intcirrate  all 
your  systems,  IBM  or  non-IBM. 

So  isn't  it  time  vou  took  this  bad  bov  for  a 
test  drive'.'' 

C^all  your  IBM  marketing  representative 
or  Business  Partner.  For  literature,  call 
1  800  IBM-6676,ext.7l5.* 


'  Upgradable  to  PowerPC. 
'  Great  value  today,  groivth  for  tomorroiv. 
AIX,  IBMs  commercial- strength  UNIX. 
'  Unequalled  service  and  support. 
'  Complete  systems  start  at  $5,950.** 


"There  are  about  fifty-five  million 
dogs  and  sixty-three  million  cats  in  the  United 
States.  As  their  owners  will  tell  you,  almost 
every  one  of  them  sheds. 

When  you  make  a 
hand-held  vacuum  that  picks  up 
pet  hair — and  just  about  every- 
thing else — that's  reason  to 
celebrate.  Ifs  also  a  great 
reason  to  advertise. 

That's  exactly  what 
we  decided  to  do  at  Royal 
Appliance  Mfg.  Co.  Combining 
radio,  television,  print,  and 
cooperative  advertising,  we  hit 
the  ground  running,  and  we 
haven't  let  up  since. 

The  results?  Royal's  sales 
have  doubled  every  year  for 
the  last  three  years.  Top-of-mind 
awareness  of  the  Dirt  Devi! " 
brand  name  is  up  300  percent 
for  the  same  penod.  In  fact.  Dirt 
Devil  is  now  the  best-selling 
corded  hand  vac  in  the  world. 

Those  figures  demon- 
strate two  things:  the  power  of 
Dirt  Devil — and  the  power 
of  advertising. 

Royal  Appliance  Mfg.  Co..  and  Sam^  I'm  sure  some  companles  think  we 

overspend  on  our  advertising  budget.  But 
what  others  see  as  an  advertising  budget, 
we  see  as  an  investment  plan,  as  well  as 
an  extremely  effective  method  of  getting 
rid  of  all  that  unwanted  hair." 


American  Association  of  Advertising  Agencies 


II  you  would  like  to  lejrn  more  about  ttie  power  of  advertising,  please  write  to  Oeoartment  D,  AAAA.  666  Third  Avenue,  New  York,  New  York  10017,  enclosing  a  ctieck  for  five  dollars. 
You  will  receive  our  booklet  11  Works'  How  Investment  Spending  m  Advertising  Pays  Off  Please  allow  4  to  6  weeks  tor  delivery.  Dirt  Devil '  is  a  registered  trademark  of  Royal  Appliance 
Mtg  Co  Ttiis  advertisement  prepared  by  Gnswold,  Inc  .  Clevel.Mid,  Ohio 


"Advertising  has 
helped  millions  of  men 
and  women  get  rid  of 

unwanted  hair." 


John  Balch.  Chairman.  President  &  CEO, 


airs 


eaa 


ATION  I 


AVE  BUSINESS  CARD, 
FILL  MEDIATE 


gely  unregulated  arbitrators  and  rent-a-judges  spark  a  debate 


ast  December,  Tenneco  Inc.  was 
about  to  settle  a  batch  of  share- 
I holder  suits  when  a  Texas  judge 
overed  an  undisclosed  side  deal  be- 
5n  a  plaintiffs  lawyer  and  the  medi- 
overseeing  the  negotiations.  The 
had  agreed  that  the  supposedly 
ral  mediator,  a  former  state  court 
e,  would  shai'e  in  the  award.  Ten- 
I  agreed  to  settle  for  $35  million. 
;d  on  that  figure,  the  mediator 
Id  receive  $250,000  for  just  one 
3  work.  But  after  the  judge  blast- 
he  deal  as  unethical  and  refused 
pprove  it,  the  parties  slashed  the 
to  $30,000.  Both  the  attorney  and 
mediator  deny  that  they  had  a  pre- 
nged  pact. 

he  incident,  while  isolated  and  ex- 
le,  points  up  the  risks  of  an  increas- 
/  popular  phenomenon:  Driven  by 
ing  legal  bills  and  gridlocked  courts, 
panies  are  turning  to  mediation  , 
other  out-of-court  settlement  tech- 
es.  Known  as  "alternative  dispute 
lution,"  such   procedures  arc 
Ker  and  cheaper  than  litigation. 
Fliers  OF  INTEREST.  Their  grow- 
appeal  is  feeding  a  booming  cf)l 

industry  of  resolution  companies 
rent-a-judges.  But  there's  a  catch: 
mse  the  field  is  virtually  unregulat- 
myone  with  a  business  card  can  call 

or  herself  a  mediator.  And  now, 
ems  over  conflicts  of  interest  and 
ity  control  are  starting  to  spread, 
ire  are  very  few  standards,"  says 
ie  Menkel-Meadow,  a  law  professor 
tie  University  of  California  in  Los 
eles.  "There  have  been  abuses." 
ates  and  industry  groups  are  aware 
lat,  but  they  are  clashing  over  how 
roceed.  And  mediators  aren't  their 

worry.  For  the  past  decade,  courts 
'  urged— or  required— parties  to  use 
•natives  to  litigation.  Yet  experts 


note  that  parties  may  be  naive  about 
such  procedures  and  have  little  say  over 
who  settles  their  cases. 

In  some  states,  the  problems  may 
start  with  the  judges  who  farm  out  the 
cases.  In  Texas,  a  task  force  of  the  state 
Supreme  Court  has  been  probing  ap- 
pointments by  judges,  including  media- 
tors. It  found  practices  that  raise  at 
least  the  appearance  of  impropriety. 
Among  them:  judges  who  refer  a  dispro- 


portionate number  of  cases  to  the  same 
mediators— who  also  happen  to  be  cam- 
paign contributors— or  who  solicit  medi- 
ators for  contributions.  In  other  instanc- 
es, judges  indiscriminately  dumped  piles 
of  cases  on  mediators  without  even  noti- 
fying the  parties.  The  task  force  will 
soon  release  a  report  recommending 
ways  to  rectify  such  practices. 

When  parties  find  their  own  mediators, 
quality  is  rarely  a  problem.  The  mar- 
ket is  bursting  with  lawyers,  psycholo- 
gists, and  other  professionals  who  will 
resolve  conflicts  for  a  fee.  Still,  impartial- 
ity is  not  guaranteed.  One  risk  is  favor- 
itism by  so-called  neutrals  toward  law- 
yers or  firms  who  have  hired  them 
before  or  who  provide  a  key  source  of 
income.  "When  they  get  paid  and  if 
it's  lucrative,  they  will  want  to  be 
picked  again,"  charges  Detroit  law- 
yer Sheldon  L.  Miller. 
NO  BRAIN  DRAIN.  Many  people  in  the 
resolution  business  say  they  don't 
find  a  great  deal  to  be  concerned 
about.  The  nonprofit  Institute  for  So- 
cial Analysis  in  Monterey,  Calif.,  has 
just  completed  an  18-month  study  of 
private  judging  in  three  busy  California 
courts.  The  study  found  no  evidence 
that  private  judges  were  seeking  repeat 
customers.  Nor  was  there  a  dramatic 
difference  between  awards  and  the 
method  by  which  cases  were  settled. 
And  there  was  no  brain  drain  of  good 
ludges  fr  om  the  bench.  At  the  same 
time,  the  report  concluded  that  private 
i  judging  didn't  lighten  the  courts"  load. 
Still,  some  providers  are  fretting 
that  rivals  "might  do  something  to 
give  the  field  a  bad  name,"  says  law- 
yer Michael  D.  Young,  who  heads  En- 
dispute  Inc.'s  New  York  office.  To  help 
prevent  that,  the  industry  is  trying  to 
set  standards.  In  fact,  training  and  cer- 
tification programs  are  a  growing  busi- 
ness in  their  own  right.  Pepperdine  Uni- 
versity, through  its  law  school,  has  a 
certification  program.  Florida  requires 
court-appointed  mediators  to  have  40 
hours  of  training  and  be  certified  by 
the  state  Supreme  Court.  And  Colorado 
and  Texas  are  regulating  mediation. 
Still,  until  more  states  follow— or  until 
the  market  weeds  out  incompetents  and 
cheats— the  best  rule  is:  "Buyer  beware." 

By  Michele  Gcden  in  New  York,  ivith 
Alice  Z.  Cuneo  in  San  Francisco 


►  Find  mediators 
through  well-estab- 
lished nonprofit 
groups  or  private  com- 
panies that  screen  can- 
didates and  have 
ethics  codes 


►  Research  the 
mediator's  back- 
ground, training,  and 
experience,  especially 
in  the  area  in  dispute 


Probe  parties  who 
have  used  the  media- 
tor in  similar  cases  for 
signs  of  favoritism. 
Also,  question  the 
mediator's  ability  to 
promote  settlements 


►  Never  agree  to  a 
settlement  before  con- 
sulting with  an  attor- 
ney, accountant,  or 
other  expert  for  advice 


ASIA'S 
HIGH-TECH 
QUEST 

CAN  THE  TIGERS  COMPETE  WORLDWIDE? 


If  you  thought  Japan's 
blue-chip  companies  and 
their  billiong  had  the 
global  market  for  liquid- 
crystal  displays  all  to  them- 
selves, think  again.  Sure,  they 
supply  LCDs  for  most  personal 
computers.  But  look  closely  at 
the  dashboard  of  a  Mercedes- 


buildings  packed  into  Hong 
Kong's  busy  Kwun  Tong  dis- 
trict. There,  30  engineers  turn 
out  custom-designed  LCDs  for 
thousands  of  overseas  cus- 
tomers, sometimes  in  as  little 
as  two  weeks  and  for  an  order  ^ 
as  small  as  $1,000.  Sales  have  | 
grown  an  average  of  28%  for  | 


i 

Benz  500,  an  automat-  ^■■■■^H  the  last  five  years  and 

are  expected  to  pass  M 
$45  million  in  1992.  3 


ed  parking  meter  in 
Germany,  or  the 
handheld  terminal  of 
a  Norwegian  lumber- 
jack. Chances  are,  the 
tiny  LCD  was  supplied 
by  Varitronix  Ltd., 
one  of  a  new  breed  of  Asian 
high-tech  success  stories. 

Varitronix  can't  be  found  in 
a  glistening  Japanese  industri- 
al park.  It's  holed  up  on  the 
fourth  floor  of  Liven  House, 
one  of  countless  nondescript, 
grime-covered  commercial 


THEY'RE 
ALREADY  A 
MAJOR 
FORCE  IN 
HUNDREDS 
OF  NICHES 


With  little  laniare, 
Asia's  quest  for  high 
technology  is  begin- 
ning to  pay  off.  Hong 
Kong,  Korea,  Singa- 
pore, and  Taiwan  have  long 
been  known  only  for  copycat- 
ting  and  low-cost  assembly. 
But  now,  these  Tigers  of  East 
Asia  have  quietly  begun  scor- 
ing successes  in  Western  mar- 
kets with  innovative  products 
in  hundreds  of  niches.  Al- 
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ready,  they  have  become  a 
major  force  in  everything 
from  electronic  toys  and  low- 
end  audio  appliances  to  high- 
performance  PCS  and  memory 
chips.  By  the  late  1990s,  as  the  digital 
revolution  hits  mass  consumer  markets, 
the  Tigers  are  certain  to  become  premier 
manufacturing  bases  of  digital  high-defi- 
nition television  and  multimedia.  And  in 
pockets  of  such  advanced  domains  as 
biotechnology,  digital  communications, 
and  automated  chip  design,  Asians  are 
actually  starting  to  push  the  technologi- 
cal envelope. 

NEW  DEFINITIONS.  Watch  out,  Japan 
Inc.?  Not  yet.  Nobody  believes  the  Ti- 
gers will  leave  the  U.  S.  or  Japan  in  their 
dust.  They  lack  both  the  basic  science 
and  the  capital  needed  to  launch  new 
product  standards  or  to  develop  whole, 
emerging  technologies.  Even  so,  the 
hard-charging  conglomerates  of  Korea 
and  the  fleet-footed  entrepreneurial  wiz- 
ards of  Hong  Kong,  Taiwan,  and  Singa- 
pore are  already  having  a  staggering 
impact  on  global  high-tech  market 
trends.  Rather  than  competing  head-on 
with  the  U.  S.  or  Japan,  most  of  them 
are  targeting  a  surprising  array  of 
niches  in  such  fields  as  aerospace,  soft- 
ware, telecommunications,  and  robotics. 

They  may  even  be  redefining  just 
what  high-tech  prowess  is  all  about.  To- 
day's Hong  Kong,  Taiwan,  and  Singa- 
pore, in  particular,  are  switched-on, 
tuned-in,  transnational,  hypercompetitive 
breeding  grounds  that  already  have  en- 
tered a  borderless  world  of  which  Ameri- 
can business  school  gurus  only  dream. 
Their  fathers  may  have  been  rough- 


KOREA  AIMS  TO 
BECOME  A  WORLD 
SUPPLIER  IN 
ROBOTICS 
AND  AVIONICS 


hewn  tycoons  who  built  tex- 
tile and  plastics  empires  in 
sweatshops.  But  the  new  en- 
trepreneurs are  armed  with 
years  of  experience  in  Ameri- 
ca's top  companies  and  universities. 
They  are  as  fluent  in  California  market- 
ing lingo  as  they  are  when  haggling  in 
Chinese  dialects  on  the  mainland. 

They  are  becoming  formidable  com- 
petitors in  part  because  of  Asia's  mas- 
sive markets  and  staggering  wealth,  fu- 
eled by  economic  growth  averaging  8'/ 
across  the  region,  combined  with  a 
unique  Chinese  business  model  that  dif- 
fers as  dramatically  from  Silicon  Valley 
as  it  does  from  Japan  Inc.  Leaving  the 
high-stakes  game  of  technological  one- 
upsmanship  to  the  U.  S.  and  Japan,  the 
Tiger  techies  dash  after  sudden  open- 
ings, where  money  is  to  be  made  by 
innovating  with  existing  knowhow. 

The  nimble  Chinese  entrepreneurs  of 
Hong  Kong  and  Taiwan,  in  particular, 
can  switch  product  lines — say,  from  cal- 


culators to  notebooiip 
to  cellular  phones-h 
matter  of  months,  v 
by  paring  manufan 
ing    costs,  corpca 
overhead,   and  pr(\ 
development  cyrK 
the  bone,  they  ar'.- 
ly  suited  for  the  ly 
price-slashing  wai 
that  is  haunting 
world's  biggest  eleC( 
ics  companies. 

Doubters  need 
look  at  the  glol)al  . 
puter  industry, 
companies  such  as 
and  Sun  built  tin'  1 
ning-fast  micropi-i 
sors  that  rockeil  ili 
dustry's  foundal. 
bringing  mighty 
DEC  to  their  knrrs 
it's  the  Taiwam ',•>(. 
make  the  low-pricec: 
cuit  boards  inside  6.' 
all  PCs,  setting  the  s 
for  the  current  PC  price  wars.  Am 
Korea's  Samsung,  not  Hitachi  oi- 
shiba,  that  is  sewing  up  the  m; 
for  dynamic  random-access  mer 
(DRAM)  chips  storing  4  million  bit 
data.  All  these  achievements  mean  : 
Asia  is  likely  not  only  to  hold  on  t 
domination  of  the  low  end,  but  als 
move  up  the  technological  ladder  : 
higher-value   products.   It  could 
usurp  the  next  wave  of  multimedia 
vices,  which  the  U.  S.  has  been  planj 
to  conquer. 

SCRAMBLERS.  In  the  process,  the  A^ 
are  turning  on  its  head  a  fundaimi 
assumption  about  industrial  devt, 
ment:  that  national  high-tech  succesj 
quires  massive  outlays  for  research; 
development.  Instead,  the  Tigers  are| 
covering  that  they  are  able  to  sue,' 
new  technology  from  Western  mul; 
tional  corporations  that  are  scramb 
to  take  advantage  of  Asia's  low-| 
manufacturing,  capital,  wealth  of  taj 
and  expanding  markets.  j 


THE  TIGERS  ARE  MAKING 
MORE  HIGH-TECH  GOODS... 


...AND  CONSUMING 
MORE,  TOO 
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Id'mg  to  their  edge,  the  Tiger  techies 
also  spun  out  new  models  for  tech- 
ry  management  that  emphasize  a 
i  and  agility  that  even  the  Japa- 
with  their  set-piece  warfare  of 
live  assembly  lines,  cannot  match. 
Japanese  spent  gigantic  sums  auto- 
iig  production,"  says  Varitronix  Ex- 
ve  Director  York  Liao.  "But  in  the 
itime,  they  lost  flexibility." 
le  reason  for  the  Asian  strategy  is 
)lain  fact  that  Japanese  or  Western 
lanies  that  took  huge  up-front  risks 
n't  always  made  money.  Given  the 
rering  costs  of  R&D  megalabs  and 
iries  of  the  future,  even  the  cash- 
Taiwanese,  with  foreign  reserves  of 
)illion,  are  concluding  they  shouldn't 
)ete  at  that  level.  "Taiwan  can't  af- 

to  squander  re- 
;es  on  extravagant 
,'ation  only  to  have 
jecled  in  the  mar- 
lace,"  says  Stan 
chairman  of  Acer 
the  island's  big- 
computer  maker, 
lite  massive  efforts, 
er  Acer  nor  other 
anese  have  made  a 
in  the  U.  S.  PC  mar- 
under  their  own 
is. 

NG7H.  In  today's 

il  technology  mar- 
ace,  is  it  even  nec- 

■y  for  small  coun- 
to  bother  with 

:  research?  Some 

)erhaps  not.  "Tech- 

;y  no  longer  is  the 

ineck  to  develop- 

;,"    says  Joseph 

■,  managing  direc- 

f  Dataquest  Inc.'s 

:  Kong  office.  "In 

there  is  more  tech- 

:y  than  we  can  ap- 

:oday."  With  few 

ations,  whatever 

how  Asia  lacks,  it 

low  buy  or  obtain 

igh  partnerships. 

it  industry  needs 
is  capital,  distribution,  and  mar- 
adds  Lung.  "These  are  Asia's 

g  suits." 

a's  own  markets  are  key.  The 
ing  region  plans  to  spend  $1  trillion 
lecommunications  and  power-gener- 
equipment  alone  over  the  next  de- 

That  is  making  Asia  one  of  the 
i's  most  important  proving  grounds 
ae  latest  in  everything  from  com- 

networks  to  wireless  communica- 
-  As  telecom  giants  such  as  AT&T, 

Motorola,  Ericsson,  and  Fujitsu 
there,  they  create  R&D  labs  and  de- 
:enters  staffed  by  local  engineers, 
kurn,  they  are  soaking  up  some  of 


the  vast  cash  reserves,  totaling  $167  bil- 
lion among  Taiwan,  Singapore,  South 
Korea,  and  Hong  Kong. 

Still,  Asia's  phenomenal  strides  will 
one  day  have  to  be  backed  up  by  real 
innovation.  Cutting  corners  on  research 
won't  last  forever  as  a  strategy.  "Why 
are  America  and  Japan  so  strong  in  elec- 
tronics?" asks  Donald  W.  Brooks,  presi- 
dent of  Taiwan  Semiconductor  Manufac- 
turing Co.  "Because  the  guy  who 
creates  the  system  drives  the  business, 
all  the  way  down  to  the  components." 

Can  the  Asians  make  the  leap  to  the 
technology  big  leagues?  "They  have 
mastered  the  easy  part,  the  basic  manu- 
facturing skills,  but  those  are  going  to 
shift  to  Indonesia  and  India  where  labor 
is  in  even  more  plentiful  supply,"  says 


WHERE  THE  TIGERS  COME  OH  STROHG 


Avoiding  head-to-head  contests  for  tech- 
nology supremacy,  the  Tigers  prefer  to 
target  niches  where  they  can  quickly 
turn  technologies  into  world-class  products 


KOREA 


ELEGRONIC     TELEPHONES  AUDIO 
GAMES  APPLIANCES 


SINGAPORE 


DIGITAL        SOnWARE   BIOTECHNOLOGY        COMPUTER  PCs         APPLICATION-  : 

COMMUNICATIONS  PERIPHERALS  SPECIFIC  CHIPS 


Steven  Schlossstein,  a  consultant  based 
in  Princeton,  N.J.,  and  the  author  of 
Asia's  New  Little  Dragons.  "Now  be- 
gins the  hard  part." 

In  response  to  that  challenge,  policy- 
makers across  Asia  are  aiming  to  push 
their  industries  to  the  next  level.  Atop 
their  list  of  priorities  is  boosting  R&D 
spending,  which  ranges  from  27^  of 
gross  national  product  in  South  Korea  to 
a  stingy  0.057"  in  Hong  Kong. 

But  they  are  charting  a  starkly  differ- 
ent course  than  Japan  Inc.,  which  spent 
the  1970s  and  1980s  seizing  key  indus- 
tries such  as  automobiles,  consumer 
electronics,  semiconductors,  and  flat 


panel  displays  through  protection,  mas- 
sive investment,  and  government-indus- 
try collaboration.  The  Tigers,  in  "con- 
trast, are  embracing  a  new  definition  of 
catch-up.  Rather  than  try  to  leapfrog  the 
advanced  economies,  the  secret  is  to  ab- 
sorb new  technologies  that  can  be  quick- 
ly applied  to  niches  in  the  marketplace. 
And  rather  than  go  head-to-head,  the 
idea  is  to  join  forces  as  strategic  part- 
ners. So  while  Asian  policymakers  sup- 
port basic  research  in  industries  where 
they  might  have  a  chance,  the  emphasis 
will  continue  to  be  placed  on  applied  re- 
search to  fill  selected  market  openings 
and  on  being  valuable  allies  to  multina- 
tional corporations. 

More  than  the  other  Tigers,  South  Ko- 
rea has  closely  imitated  Japan  and 
achieved  the  greatest 
critical  mass  in  electron- 
ics. But  as  that  model's 
risks  become  clear, 
Seoul  is  turning  toward 
the  pragmatism  of  its 
Asian  brethren.  Until 
now,  the  Koreans  have 
perhaps  been  best  able 
to  squeeze  technology 
out  of  U.  S.  and  Europe- 
an suppliers  who  win 
big-ticket  defense  and 
heavy-equipment  or- 
ders. Through  such 
deals  as  one  with  Gen- 
eral Dynamics  Corp.  to 
co-produce  F-16  fighters 
and  thereby  gain  the 
knowhow,  Korean  com- 
panies aim  to  become 
global  suppliers  of  avi- 
onics, engines,  and 
robotics. 

COSTS  SOAR.  But  Kore- 
an officials  want  more. 
The  goal:  to  become  an 
"advanced  nation"  by 
early  next  century.  To 
Korea's  east  is  high- 
tech superpower  Japan. 
Nearby  China  is  coming 
on  strong  in  numerous 
industries  just  as  soar- 
ing labor  costs  eat 
away  at  Korea's  export  base.  So  Korea 
is  planning  to  invest  nearly  $5  billion 
over  10  years  to  become  leading-edge  in 
11  areas,  including  digital  telecommuni- 
cations, factory  automation,  pharmaceu- 
ticals, and  even  256-megabit  DR.\.M  chips. 
The  government  also  is  expanding  the 
Korea  Advanced  Institute  of  Science  & 
Technology. 

But  to  get  more  for  their  money,  Ko- 
rean companies  are  courting  foreign  cor- 
porations for  new  alliances.  Americans 
are  preferred,  since  they  have  been 
more  generous  in  sharing  proprietary 
knowhow  in  exchange  for  market  ac- 
cess. But  the  Koreans  have  a  lot  to 
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prove.  U.  S.  high-tech  executives,  suspi- 
cious of  Korea's  record  of  ripping  off 
intellectual  property  and  milking  tech- 
nology from  partners  only  to  compete 
with  them  overseas,  are  now  wary  of 
rushing  into  full-fledged  alliances. 

Singapore's  experience  couldn't  be 
more  different.  No  place  in  Asia  is  as 
unabashedly  allied  with  foreign  compa- 
nies. The  more  than  1,000  multinationals 
on  the  island,  pampered  with  tax  breaks, 
government-sponsored  staff  training, 
and  sometimes  subsidies,  account  for 
75/'  of  industrial  output  and  9o'/'  of  ex- 
ports. And  even  though  Singapore  is 
spending  lavishly  on  new  K&D  institutes, 
most  of  its  efforts  are  geared  to  the 
needs  of  multinational  corporations. 
NEW  TARGET.  Singapore  is  also  nurturing 
a  handful  of  industries  where  it  does 
have  a  shot  at  being  leading-edge,  in- 
cluding telecommunication  services  and 
software.  Few  places  on  earth 
are  as  wired  up  as  Singapore, 
whose  leaders  believe  world- 
class  infrastructure  is  critical 
if  the  tiny  republic  of  2.3  mil- 
lion is  to  be  a  regional  busi- 
ness hub.  Already,  most  docu- 
ments in  Singapore's  seaport, 
banks,  schools,  hospitals,  and 
trading  companies  are  pro- 
cessed electronically. 

Biotechnology  is  another 
target,  and  early  results  indi- 
cate that  Singapore  has  made 
Asia's  first  real  stabs  at  origi- 
nal R&D.  Since  1987,  Singa- 
pore has  spent  $50  million  and 
lured  200  scientists  from  top 
institutes  in  the  U.  S.,  Canada, 
and  Europe.  The  idea  is  to  en- 
ter into  R&D  joint  ventures  with  pharma- 
ceutical companies  and  share  proprietary 
rights  for  medicines  that  are  developed. 
Among  the  breakthroughs:  orchids  in- 
fused with  firefly  genes  that  glow  in  the 
dark,  proving  that  molecular  transfer 
methods  work,  and  rats  implanted  with 
human  DNA,  so  that  specific  genes  can 
be  tested  for  links  with  diabetes. 

Taiwan,  too,  is  trying  to  target  indus- 
tries that  play  to  its  strengths,  particu- 
larly electronics.  Once  frowned  on  as 
low-cost  assemblers  of  calculators  and 
watches,  Taiwanese  companies  now 
crank  out  close  to  $8  billion  worth  of 
electronics  products  annually.  What's 
more,  the  government's  efforts  to  estab- 
lish a  semiconductor  industry  are  start- 
ing to  pay  off.  Although  the  island  still 
has  to  import  807r  of  the  chips  glued 
onto  those  boards,  a  handful  of  local 
firms  have  broken  into  the  crowded 
global  chip  market. 

Some,  such  as  Mosel-Vitelic  Inc.,  are 
installing  production  lines  duplicating 
some  of  the  most  advanced  processes 
found  in  Japan.  A  few  are  even  tackling 
microprocessor  design,  cloning  Intel 


Corp.'s  popular  486  chip.  And  because  so 
many  engineers  have  spent  years  in  Sili- 
con Valley,  "they're  very  well  posi- 
tioned" in  automated  design  of  integrat- 
ed circuits,  says-  Jan  Goodsell,  president 
of  the  Japanese  subsidiary  of  Cadence 
Design  Systems  Inc.,  the  industry  leader 
in  this  field.  Using  the  same  advanced 
software  tools,  Acer  recently  produced 
the  first  desktop  PC  that  the  user  can 
upgrade  simply  by  yanking  out  one  mi- 
croprocessor chip  and  plugging  in  a  new, 
more  powerful  version. 

Hong  Kong  contrasts  with  all  the  oth- 
ers in  at  least  one  respect:  Government 
collaboration  with  industry  is  entirely 
new.  The  colony's  Chinese  entrepreneurs 
have  always  used  a  seat-of-the-pants 
style  of  management  and  practically  no 
research  and  development.  Now,  in  the 
waning  years  of  British  rule,  Hong 
Kong  officials  are  trying  to  get  corpo- 


rate executives  to  think  long- 
er-term. Hong  Kong  Univer- 
sity of  Science  &  Technology 
opened  last  year,  and  offi- 
cials are  investing  $57  million 
in  an  Industrial  Technology  Center. 

Not  that  Hong  Kong  doesn't  have 
some  role  models.  LCD  maker  Varitronix, 
for  example,  is  now  moving  into  innova- 
tive end  products.  One  is  a  handheld  ter- 
minal with  a  touch  screen  that  allows 
gambling-crazed  Hong  Kong  horse-rac- 
ing fans  to  place  bets  from  home  and 
trackside  at  the  Royal  Hong  Kong  Jock- 
ey Club,  where  the  daily  handle  can  pass 
$10(1  million.  Johnson  Electric  Holdings 
Ltd,  is  another  niche  player  whose  spe- 
cialty is  micromotors,  which  power  ev- 
erythi;  g  from  door  locks  to  hair  dryers. 
Custoi  ers  include  Chrysler,  Black  & 
Decker.  Philips,  and  Singer.  In  1990,  the 
company  won  an  exclusive  contract  to 
supply  deneral  Motors  Corp.'s  North 
American  division  with  windshield-wash- 
er pumps,  a  relationship  that's  expand- 
ing to  other  areas.  With  1991  sales  of 
$167  million,  Johnson  is  now  the  world's 
second-largest  maker  of  micromotors. 


VARITRONIX' 
TERMINAL  LETS 
HONG  KONG 
GAMBLERS  BET 
FROM  AFAR 


behind  only  Japan's  Mabuchi  Motoi 
Like  other  scrappy  Asian  coiri|i;i 
Johnson's  flexibility  often  give; 
huge  edge  over  Japanese  competi 
The  company  won  a  recent  compet 
for  a  Big  Three  micromotor  cont 
says  Managing  Director  Patrick  W 
because  it  was  able  to  turn  a  cor 
into  a  working  prototype  in  less  tha: 
months.  Its  Japanese  rival,  with  a 
start,  hadn't  even  finished  its  de 
"We  run  circles  around  them," 
Wang.  Now  more  and  more  U.  S.  nn 
facturers  are  farming  out  design  i 
to  companies  such  as  Johnson. 
U.  S.  has  fantastic  product  ideas 
they  have  trouble  with  the  nitty-grit 
getting  them  into  production,"  he 
"Increasingly,  they  are  entrusting 
front-  and  back-end  design  worl 
Hong  Kong  and  China." 
A  huge  new  boost  may  lie  just 
the  horizon  if  Hong  K 
Singapore,  and  Taiwan 
able  to  tap  the  China  cor 
tion.  The  mainland  is  sto 
with  world-class  scientists 
gineer-s,   and  biologists 
guishing  in  state-owned  ir 
try  and  r-esearch  institit 
on  salaries  of  about  $3( 
month.  "They  are  lackin 
knowledge  of  the  marl 
says  Allan  Wong,  presidei 
Hong  Kong's  VTech  Grou 
Cos.  "But  their  potentij 
boundless." 

STALKING.  With  so  many  i| 
tiers  ahead,  it's  easy  toi 
why   folks   such  as  Ci 
Charng  Ning,  deputy  p 
dent  of  Singapore's  Nan} 
Technological  Institute, 
time  is  on  East  Asia's 
"It  took  Japan  50  years  to 
where  they  are,"  Chen  s 
In  only  a  decade,  the  Ti: 
have  transformed  themselves  from 
technological  societies  into  potent 
world-class  competitors. 

That  means  the  Tigei's  ai-e  destinej 
reshape  the  global  balance  of  techno) 
cal  power.  By  pursuing  a  different  sij 
egy  than  Japan,  the  Asians  are  der- 
strating  that  it's  no  longer  necessarl 
"catch  up."  Just  as  they  did  in  thd 
industry,  the  Tigei's  are  likely  to  n) 
into  fields  such  as  fiber-based  telec 
munications,  HDTV,  and  multimedia 
sumer  products.  That  could  benefit  s 
heavyweight  manufacturers  in  the  L 
Europe,  and  Japan  that  team  up 
Asian  brainpower.  But  it  will  force  « 
ers  into  the  jungle  of  diminishing  rl 
gins,  where  the  Tigers  rule.  Even  v,{ 
they  seem  to  be  at  a  safe  distance.^ 
gers  have  a  way  of  sneaking  up  quij 
from  behind.  | 
By  Pete  Engardio  in  Hong  Kong  I 
Neil  Gross  in  Hsinchu 
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ilLTINATIONALS  HAVE 
riGER  BY  THE  TAIL 


r  technology  team-ups  are  benefiting  both — but  for  how  long? 


Iank  H.  C.  Lu  recalls  how  he 
sweated  over  preparing  a  sales 
pitch  to  Taiwan's  Institute  for  In- 
tion  Industry.  As  director  of  busi- 
development  at  Hewlett-Packard 
n  Ltd.,  Lu  wanted  the  institute  to 
a  $6  million  software  joint  venture 
Hewlett-Packard  Co.  But  he  wor- 
bout  a  barrage  of  questions  from 
stitute's  notoriously  crusty  presi- 
retired  general  Kuo  Yun.  Yet  just 
linutes  into  Lu's  presentation,  the 
il  barked:  "Stop,  I'll  do  it." 
s  was  born  Open  Systems  Soft- 
inc,  which  today  is  using  sophisti- 
programming  tools  supplied  by 
tt-Packard  to  mass-produce  soft- 
General  Kuo  quickly  saw  the  pro- 
partnership  as  an  easy  way  to 
e  new  technology  that  will  vastly 
/e  Taiwan's  ability  to  supply  soft- 
to  Chinese-speaking  Asia.  HP, 
vh\\e,  has  a  new  customer  and 


will  share  40'/c  of  the  venture's  profits. 

Whether  he  knew  it  or  not.  General 
Kuo  was  jumping  aboard  a  bandwagon 
that's  rumbling  across  Asia.  With  accel- 
erating speed.  Westerners  and  Japanese 
are  "going  local"  with  their  high-tech 
businesses.  Rather  than  merely  setting 
up  assembly  plants,  they  are  forging 
strategic  alliances  with  Asian  partners, 
working  much  more  closely  with  local 
suppliers  to  improve  their  capabilities, 
and  sharing  more  sophisticated  work,  in- 
cluding product  design,  directly  with 
their  local  employees. 
'WIDER  AMBITIONS.'  The  result  is  a  giant 
transfer  of  technology,  with  U.  S.  com- 
panies leading  the  charge.  Asians  are 
getting  technology  that  would  have  tak- 
en billions  of  dollars  and  an  entire  gener- 
ation to  develop  on  their  own.  "We  can 
work  with  partners  to  get  access  to  all 
the  technology,"  gloats  Tsu-mu  Lin,  di- 
rector of  research  and  development  at 


Taiwan's  First  International  Computer 
Inc.  Through  relationships  with  Intel, 
Texas  Instruments,  Microsoft,  and  Mo- 
torola, First  International  has  become 
the  world's  largest  producer  of  mother- 
boards, the  guts  of  personal  computers. 

Are  foreign  multinationals  creating  a 
Frankenstein  that  will  rise  up  tomorrow 
and  eat  their  lunch?  Probably  not.  None 
is  giving  up  its  crown  jewels.  But  there 
are  risks  for  U.  S.  companies  as  they 
build  up  the  technical  skills  of  their 
Asian  partners.  Although  the  Japanese 
have  a  wider  presence,  they  are  more 
conservative  about  transferring  technol- 
ogy and  often  insist  on  filling  sensitive 
technical  positions  with  Japanese. 

In  contrast,  American  companies  have 
plugged  Asian  design  and  engineering 
facilities  into  their  global  strategies.  For 
instance,  Intel  Corp.  has  Malaysian  engi- 
neers designing  state-of-the  art  micro- 
controllers and  chip  packages  in  Penang. 
Such  work  makes  Americans  more  com- 
petitive now  but  could  eventually  help 
turn  the  Asians  into  world-class  players. 
"I  know  a  lot  of  American  companies 
that  are  reassessing  the  strengths  of 
their  Asian  partners,"  says  consultant 
Jordan  D.  Lewis,  author  of  Partner- 
ships for  Profit.  "They're  much  stron- 
ger than  they  were  10  years  ago.  They 
have  wider  ambitions." 

Still,  the  big  guys  have  little  choice 
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but  to  play  the  game.  With 
Asian  factories  supplying  a 
growing  share  of  end  prod- 
ucts for  cars,  TVs,  and  disk 
drives  to  the  world,  multi 
nationals  must  supply  their 
Asian  allies  with  the  ad* 
vanced  design  tools,  pro- 
cess technology,  and  ([uali- 
ty-control  knowhow  needed 
for  world-class  products.  At 
the  same  time,  big  chip- 
makers  must  expand  theii- 
design  capability  in  Asia  to 
make  sure  their  chips  wind 
up  in  finished  products — 
ranging  from  toys  to  com- 
puters— made  by  locals. 
COMFORTABLE.  These  dy- 
namics, plus  shrinking 
product  cycles,  stiffer  price 
competition,  and  soaring 
RcfeD  costs,  make  partner- 
ships and  burden-sharing 
vital  to  survival.  Team-ups 
with  manufactui'ers  in  Tai- 
wan and  Hong  Kong  let 
U.  S.  companies  such  as 
Motorola  Inc.  move  prod- 
ucts from  design  to  manu- 
facture much  more  quickly. 
Cooperating  on  research 
projects  with  Singapore's  government  in- 
stitutes gives  Europeans  access  to  mon- 
ey and  talent.  By  designing  TVs  in  Ma- 
laysia for  global  markets,  Japanese 
companies  can  free  engineers  back  home 
for  more  sophisticated  work.  "To  stay 
competitive,  you  have  to  keep  transfer- 
ring technology,"  says  Dennis  S.  Ta- 
chiki,  senior  researcher  at  Sakura  Insti- 
tute of  Research  in  Tokyo. 

.Although  they  are  often  less  ambi- 
tious in  scope,  U.  S.  and  European  link- 
ups in  Asia  are  more  creative  and  less 
tense  than  those  with 
Japanese  partners.  One 
successful  alliance  is 
Taiwan  Semiconductor 
Mfg.  Co.,  a  five-year-old 
chipmaking  venture 
owned  jointly  l)y  Philips 
and  the  Taiwanese  gov- 
ernment. It  has  become 
a  model  for  chip  found- 
ries ill  both  Singapore 
and  Korea.  The  jiart- 
ners  have  created  the 
first  purely  contract- 
based  semiconductor 
plant  in  the  world, 
which  makes  chips  to 
the  specification  of  hun- 
dreds of  small  chip-de- 
sign companies  in 
America,  Asia,  and  Eu- 
rope. "U.  S.  companies 
feel  comfortable  with 
us  because  we  don't 
compete  with  them," 
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says  TSMC  President  Donald  W.  Brooks. 

Thanks  to  Taiwan's  growing  impor- 
tance in  the  PC  business  and  its  low  man- 
ufacturing costs,  companies  such  as  In- 
tel, LSI  Logic,  and  Philips  have  flocked  to 
Taiwan  for  long-term  relationships. 
Many  more  alliances  are  being  forged.  A 
significant  one  is  Motorola's  recent  link- 
up with  Cal-Comp  Electronics  Inc.  to  de- 
velop and  manufacture  so-called  pocket 
secretaries — handheld  computers  no  big- 
ger than  a  calculator.  Motorola  thinks 
the  more  affordable  design  of  its  Hong 
Kong-designed  PocSec,  to  be  un- 
veiled in  January,  can  beat  the 
competition.  Smitten  with  this  suc- 
cess. Motorola  says  alliances  with 
nimble  Chinese  entrepreneurs  are 


the  way  to  churn  oui 
products  at  a 
than  they  can  else w he; 

Singapore  is  quiekl\ 
coming  a  thriving  K*ii 
ter.  One  showcase  is 
collaboration  between 
ish  drug  giant  Glaxo 
and  the  local  Institiit 
Molecular  &  Cell  Bio 
They  are  teaming  u]! 
$30  million  research  pr 
to  study  the  causes  of  I 
disease.  Gla.xo  was  di 
to  the  institute  largel\ 
cause  of  a  team  assen 
by  its  director,  Y,  H. 
Born  in  Singapore.  Tai 
a  PhD  from  the  Uiiive 
of  Manitoba  and  start 
lab  at  the  National  1 
tutes  of  Health  and  a 
terferon  research  facili 
the  Sloan-Kettering  I 
tute  for  Cancer  Resoan 
New  York.  The  ho]H'  is 
this  research  will  lead  t 
velopment  of  drugs  tha 
tack  cancer  and  brainj 
eases  associated  j 
aging,  such  as  Alzheimi 
Singapore's  future 
limited  to  pharmaceuticals.  In  anc 
promising  development,  Apple  Comp 
Inc.  recently  opened  the  Apple  ISS 
search  Center  in  Singapore  with  the 
ernment-funded  Institute  of  Syst 
Science  as  its  partner.  Over  the  next 
years,  the  center  will  spend  $10  mi 
to  develop  voice-  and  handwriting-rcl 
niti(in  software  for  computer  and  ni 
meflia  products  in  Asian  languages.) 
DESIGNER  GLUT.  At  the  Other  end  of  ii 
many  Korean  companies  are  reapinj) 
wards  from  partnerships  with  Japa; 
and  U.  S.  companies.  Daewoo  Heavj 
dustries  Ltd.  has  parlayed  technoj 
transfer  schemes  to  become  a  sup] 
of  wing  ribs  for  the  Boeing  747-400j 
wings  for  Lockheed's  P3-C.  In  mid 
vember,  Honda  M 
Co.  and  Daewoo  M| 
<  'o.  agreed  to  colls 
rate  on  auto  produo 
111  Korea. 

Malaysia  is  just 
hind  the  Four  Tigeij 
developing  its  techi! 
strengths.  One  thir 
has  going  for  it  isi 
costs.  The  personnel: 
rector  of  one  mii 
U.  S.  company  nl 
cheerily  that  he  can  ( 
three  Malaysian  ei 
neers  for  the  pric(« 
one  American.  Is 
doesn't  necessal 
mean  stinting  on  q- 
ty,  though.  Tl,  whici 


SPECIAL' 


s  a^'o  built  a  major  plant  for  chip 
mbly  and  testing  on  the  outskirts  of 
la  Lumpur,  now  looks  to  that  opera- 
for  leadership  in  those  technologies. 

three  of  the  2,800  employees  are 
Malaysian.  "Tl  design  people  come 
from  Dallas  for  e.xpertise,"  says 
itry  Manager  Jerry  W.  Lee.  "We're 
y  player  on  a  worldwide  team." 
le  Japanese  are  also  helping  gear  up 
lysia's  human  capital.  At  its  sprawl- 
three-year-old  plant  in  the  Shah 
1  industrial  estate  on  the  western 
kirts  of  Kuala  Lumpur,  Matsushita 
ns  out  1  million  TV  sets  a  year  for 
world  market.  Already,  teams  of 
nese  and  Malaysian  engineers  at  its 
center  are  designing  907^-  of  the 
chassis.  Next  year,  it  will  rise  to 
.  "Engineers  are  scarce  in  the  U.  S., 
ipe,  and  Japan"  says  Managing  Di- 
ir  Hiroyuki  Shirafuji. 
ROBIN  HOOD.'  Although  relatively 
ward,  China  is  managing  to  garner 
hare  of  technology  alliances.  Hew- 
'ackard,  in  its  first  experiment  with 
uct  design  in  the  country,  has  dis- 
led  a  dozen  local  engineers  to  the 
for  training.  Soon,  they'll  be  as- 
?d  the  task  of  designing  "integra- 
'  that  give  printed  readouts  of  lab 
.  HP  is  starting  with  this  product 
use  it  is  highly  price-sensitive  and 
s  up  a  lot  of  engineering  hours.  HP 
ly  couldn't  afford  to  have  it  de- 
id  in  the  U.  S. 

r  the  region,  the  payoff  from  all 
multinational  activity  has  already 

enormous.  The  Asians  are  gaining 
5S  to  levels  of  software,  design,  and 
afacturing  technology  that  once  was 
out  of  reach.  And  the  upgrading  of 
uman  capital  could  pay  rewards  for 
des  to  come.  On  the  Malaysian  is- 

of  Penang,  for  example,  40  local 
multinational  companies  sponsor  a 
;-training  center  that's  teaching  lo- 
everything  from  drafting  and  basic 
ronics  to  computer-aided  design  and 
tics.  Says  Center  Executive  Director 
iler  Somchit:  "What  we're  doing  is 
Robin  Hood — taking  from  the  big 

and  giving  to  the  little  guys." 
it  the  toughest  question  remains;  At 

point  do  the  little  guys  grow  up? 

answer  is  that,  inevitably,  Asian 
lological  strength  is  going  to  ma- 

That  will  keep  the  pressure  on 
s  partners  to  keep  a  step  ahead.  As 

as  American  and  other  multination- 
9tain  their  advantage  at  the  highest 
of  the  technology  ladder,  they  will 
ble  to  tap  Asian  partnerships  with- 
me  day  being  swept  away. 

Robert  Nejy  in  Kuala  Lumpur,  with 
e  Einhorn  and  Neil  Gross  in  Taiwan, 

Engardio  in  Singapore,  and  Laxmi 

rmi  in  Seoul 


BRINGING  IT  ALL 
BACK  HOME 


How  U.S.-trained  returnees  are  building  Taiwan's  high-tech  future 


Weichen  Tien  knows  what  he's 
after — and  goes  for  it.  As 
president  of  the  Development 
Center  for  Biotechnology,  he  has  been 
angling  to  lure  Taiwan's  best  and  bright- 
est back  from  America.  Strutting  down 
the  corridor  at  this  burgeoning  research 
and  development  institute,  Tien  has  a  lot 
to  show  for  his  efforts.  The  center's 
eight  directors  all  came  back  from  the 
U.  S.  over  the  past  five  years.  "I  got  this 
guy  from  Kodak,"  says  Tien,  pointing  to 
one  executive  suite.  "This  guy  came 
from  Monsanto,  this  one  from  Upjohn, 
and  that  one  from  Abbott." 

As  never  before,  U.  S.-trained  engi- 
neers and  researchers  are  being  lured 
back  home  to  help  direct  Taiwan's  climb 
up  the  technology  ladder.  With  its  cof- 
fers spilling  over,  Taiwan  is  pumping 
increasingly  hefty  R&D  funds  into  critical 
technologies  of  the  future:  $280  million 


for  submicron  chip  pro- 
duction, $120  million  for 
biotechnology  and  phar- 
maceutical research,  and 
$120  million  for  high-def- 
inition TV.  As  U.  S.  blue 
chips  cut  back  sharply 
on  personnel  and  R&D, 
thousands  of  highly  ex- 
perienced Taiwanese  em- 
ployees are  bolting  for 
greener  pastures  back 
home  (chart,  page  134). 
RELENTLESS.  Taiwan  is 
not  alone.  To  varying  de- 
grees, all  the  affluent 
Asian  tigers  are  drawing 
back  talent  trained  in  the 
West.  For  years.  South 
Korea  has  been  luring 
its  U.  S.-educated  PhDs 
and  experienced  engi- 
neers home  to  run  divi- 
sions at  the  powerful 
chaebol,  or  conglomer- 
ates. Singapore  is  throw- 
ing big  research  money 
at  U.  S.-educated  re- 
cruits. And  Hong  Kong 
is  a  natural  magnet. 
Most  faculty  members  at 
its  new  technology  uni- 
versity (page  135)  are 
U.  S.-trained  Chinese. 
These  Asians  who 
have  been  exposed  to  American  entre- 
preneurial ways  often  achieve  surprising 
success  when  they  return  to  their  more 
hierarchical  societies.  When  Daewoo 
Chairman  Kim  Woo-choong  wanted  his 
chaeboFi^  small  electronics  company  to 
move  into  new  fields,  for  example,  he 
tapped  Park  Sung-kyu,  a  University  of 
Texas  PhD  who  was  working  for  oil- 
field service  giant  Schlumberger.  Park 
eventually  founded  Daewoo  Telecom 
Co.,  a  $350  million  company  that  makes 
products  from  personal  computers  to  op- 
tical fibers. 

In  Singapore,  the  new,  government- 
backed  Institute  of  Mici'oelectronics  is 
on  a  recruiting  spree  to  build  a  staff  of 
125  within  three  years.  Its  head,  Billy 
Y.  S.  Chen,  is  a  mainland-born  Taiwan- 
ese who  worked  at  AT&T  Bell  Laborato- 
ries for  26  years.  Research  and  develop- 
ment manager  Victor  K.  L.  Huang  is 
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who  worked  with  Chen. 

But  among  the  Four  Ti- 
gers. Taiwan  is  by  far  the 
most  relentless  in  its  i-ecruit- 
ing  drive.  And  it  is  going  for  talent  with 
years  of  hands-on  experience  at  major 
U.  S.  companies.  There  are  so  many  for- 
mer Bell  Labs  employees  in  Taiwan  that 
120  of  them  have  formed  the  Bell  Sys- 
tem Alumni  Assn.  Many  of  them  work 
at  the  Industrial  Technology  Research 
Institute  iITF;ii.  Taiwan's  premier  re- 
search center. 

SMALL  SACRIFICES.  To  come  back,  they 
all  make  sacrifices.  Would-be  returnees 
have  to  persuade  their  spouses  to  for- 
sake homes  with  two-car  garages  in  sub- 
urban America  for  more  cramped  quar- 
ters in  Taiwan.  They  also  have  to 
convince  their  kids,  many  born  and 
reared  in  America,  that  crowded  little 
Taiwan  is  really  home.  Some  returnees 
even  take  pay  cuts  of  up  to  50' f.  But  for 
many  U.  S.-trained  engineers,  it's  a  small 
price  to  pay  for  a  chance  at  big  chal- 
lenges and.  eventually,  big  bucks. 

At  face  value,  the  departure  of  the 
Asians  could  be  seen  as  a 
blow  to  U.  S.  industry. 
But  in  terms  of  the  U.  S. 
work  force,  their  num- 
bers are  small.  "For  Bell 
Labs,  it's  nothing."  says 
Lance  Wu.  deputy  gener- 
al director  of  ITRl's  Com- 
puter &  Communications 
Lab  and  a  former  re- 
searcher at  Bell,  which 
employs  17.000  engineers 
and  scientists. 


MIIN  WU  BROUGHT 
40  ENGINEERS  AND 
STARTED  HIS  OWN 
CHIP-DESIGN 
COMPANY 
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.  ;  executives 
argue  that  Taiwan's  brain 
gain  actually  helps  the  U.  S. 
because  it  creates  opportuni- 

 I  ties  for  American  companies. 

After  all.  many  of  the  returning  Taiwan- 
ese are  now  U.  S.  citizens  with  distin- 
guished careers  and  contacts  spanning 
20  years.  Many  have  children  studying 
and  working  in  the  U.  S..  and  some  even 
maintain  homes  on  the  West  Coast. 
More  important,  when  Taiwanese  com- 
panies need  a  strategic  partner,  they  al- 
most always  look  to  the  U.  S.  first.  "The 
returning  professionals  are  big  advo- 
cates of  U.  S.  technology  and  values," 
says  ITRI  President  Otto  C.  C.  Lin.  Such 
linkups  "come  naturally." 

Those  ties  have  come  naturally  for 
Patrick  H.  Wang.  After  graduating  from 
Stanford  University,  Wang  began  a  17- 
year  career  at  Hewlett-Packard  Co.  re- 
searching microwave  technology.  But  in 
1982.  he  and  seven  Taiwanese  buddies, 
all  microwave  experts  in  the  U.  S.,  decid- 
ed to  launch  a  microwave  industiy  in 
Taiwan.  Quasi-government  banks  put  up 
40-f  of  the  venture  capital  and  the  part- 
ners kicked  in  the  rest  to 
start  up  Microelectronics 
Technology  Inc.  at  Hsin- 
chu  Science-Based  Indus- 
trial Park,  40  miles  from 
Taipei. 

The  gamble  paid  off. 
The  company  now  boasts 
600  employees  and  S81 
million  in  sales.  Its  best- 
known  product  is  INM.\R- 
s,\T,  the  portable  satellite 
communications  svstem 


that  was  used  by  Cable  News  Xetwo; 
Peter  Arnett  to  transmit  his  reports  i 
of  Baghdad  during  the  Persian  ( 
war.  And  in  1986.  Wang  went  full  ci 
Hewlett-Packard  took  a  20^^'^  stake  in 
company.  "This  is  an  expansion  of  I 
influence  and  competitiveness  in 
part  of  the  world,"  Wang  says.  He  a 
"We  know  each  other.  It's  easy  to  c 
municate.  The  mutual  trust  is  the 
Xow,  his  company  has  U.  S.  subsidia 
in  Maryland  and  California. 

One  major  lure  to  returnees  is 
money  that  the  Taiwanese  govemn 
is  offering  them  to  help  develop  : 
products.  High-definition  TV  expert  T 
Steve  Chao,  a  University-  of  Pennsy 
Ilia  PhD,  was  a  technical  staff  men 
for  four  years  at  the  David  Samoff 
search  Center  in  Princeton,  N.J.  I 
noff.  a  subsidiaiy  of  California-based 
International,  does  research  under  i 
tract  for  private  and  government  die 
But  Chao  became  dispirited  because 
leagues  there  were  under  heavy  p 
sure  to  get  funding — or  quickly  bec( 
history. 

Xow,  as  associate  director  of  IT 
UBTX  program,  he  has  $120  millior 
government  funds  to  put  together 
center's  most  complicated  project  e 
with  five  labs  doing  state-of-the-art 
search.  The  goal:  to  work  with  indu5| 
to  turn  up  new  products  so  Taiwan 
get  a  piece  of  the  action,  once  the  L 
sets  its  HDT^■  standards.  "We  have  m 
more  reliable  funding  from  our  gov( 
ment."  he  says. 

'TOPPED  OUT.'  Some  returnees  bi 
back  more  to  Asia  than  technolog 
knowhow.  Working  at  major  compai 
in  the  U.  S..  they  have  acquii-ed  s 
skills  as  the  ability  to  size  up  mark 
and  motivate  workers.  T.  Y.  Wu,  48, 
example,  used  to  manage  IBM's  Los  ( 
OS  Very  Large-Scale  Integration  T( 
nology  Laboratoiy,  with  100  employ) 
in  California.  But  after  17  years  at 
Blue  and  three  at  General  Motors  Ca 
before  that,  Wu  decided  he  had  "top 
out."  In  1991,  he  became  president 
Taiwan's  u.M.\x  Data  System  Inc.,  knc 
for  its  high-quality  color  scanners,  v 
sales  reaching  840  million  this  year. 

While  these  products  aren't  Wu's  t 
of  expertise,  what  he  brought  was 
managerial  techniques  of  a  global  cij 
pany  to  a  countn,-  filled  mostly  with| 
tie  ones.  His  ties  to  the  U.  S.  renij 
strong:  For  software  to  enable  a  scan] 
to  read  English,  Wu  turned  to  Ca| 
Corp..  a  small  California  compa! 
"There's  a  small  world  between  Taiv 
and  Silicon  Valley."  Wu  says. 

Some  Taiwanese  came  back  beca^ 
they  saw  limited  career  prospects  in 
U.  S.  Miin  Wu,  44,  worked  in  Silicon  \ 
lev  for  13  vears.  "No  matter  how  harj 
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ed,  I  always  rcniaiiu'd  a  technical 
ibutor,"  he  says.  So  he  decided  to 
home  and  be  the  boss— but  he 
;  come  alone.  To  staff  the  chip-de- 
shop  he  opened  at  Hsinchu  in  1989, 
wrought  with  him  40  IC  designers 
Silicon  Valley.  His  recruiting  pitch: 
s  make  a  successful  company  so  we 
lake  money."  He's  doing  that:  Sales 
ised  fr()m"$6  million  in  1990  to  $80 
n  this  year. 


This  flow  of  liuiriaii  capital  from 
America's  universities,  research  labs, 
and  high-tech  companies  is  creating  a 
corps  of  talented,  highly  mobile  technical 
managers  in  East  Asia.  They  are  des- 
tined to  play  a  leading  role  in  Asia's 
high-tech  quest  well  into  the  next  centu- 
ry. People  like  Lance  Wu  are  also  build- 
ing a  kind  of  technological  bridge  be- 
tween the  U.  S.  and  Asia  that  could  one 
day  become  as  important  as  America's 


strategic  alliances  with  .Japan.  In  his 
Hsinchu  office,  with  a  Sports  Illustrat- 
ed swimsuit  calendar  on  one  wall  and  a 
calendar  of  New  York  City  landmarks 
on  the  other,  Wu  jokes  that  he  doesn't 
quite  fit  in  anywhere  anymore.  Where 
he  clearly  does  belong,  however,  is  at 
technology's  cutting  edge. 

By  Joyce  Barnathan  in  Hsinchu  and 
Bruce  Einhorn  in  Taipei,  with  La.rmi 
Nakarmi  in  Seoul 


IS  'THE  MIT  OF  ASIA'  GROWING  IN  HONG  KONG? 


1  a  place  where  dramatic  views 
'rem  executive  suites  are  common- 
)!ace.  Woo  Chai-wei,  president  of 
g  Kong's  new  University  of  Sci- 
fi  Technology,  has  an  exceptional 
:e.  From  atop  the  bluff  where  the 
(ol's  spanking-new  $450  million 
plex  stands,  a  wall  of  plate  glass 
rs  a  sweeping  panorama  of  Port 
ter  Bay  in  the  New  Territories, 
it  Woo,  who  left  the  presidency  of 
Francisco  State  University  in  1988 
svelop  the  "MIT  of  Asia,"  is  fonder 
le  huge  map  on  the  back  wall  of 
•ffice.  Pointing  to  the  largely  unde- 
ped  Clear  Water  Bay  Peninsula 
h  of  campus,  he 
:  "Someday,  this 
be  Hong  Kong's 
3n  Valley." 

one  of  Asia's 
t  ambitious  ef- 
>  to  leap  into  the 
re,  Woo  is  out  to 
te  a  first-rank  sci- 

academy  that 
keep  talented  stu- 
,s  at  home.  Al- 
y,  the  55-year-old 
icist  has  recruited 
mpressive  array 
alent,  drawn  by 
ting  salaries  of 
100  for  a  profes- 
ind  the  chance  to 
i  from  scratch, 
ilty  members 
^e  from  H.  K. 
I,  formerly  head  L 
le  University  of  Southern  Califor- 

biomedical  engineering  depart- 
L,  to  Zheng  Jiaqi,  a  physics  re- 
±er  from  the  prestigious  Chinese 
lemy  of  Sciences. 

NG  WIZARDS.  Perhaps  more  than 
other  project  in  Asia,  the  universi- 
ouilt  with  grants  from  the  Hong 
?  Jockey  Club  and  the  govern- 
: — embodies  Asia's  hopes  for  high- 
recognition.  Hong  Kong's  entre- 
eurs  have  long  been  known  for 
ig  the  shortest  time  horizons  on 
1,  doing  virtually  no  research. 


But  a  new  breed  of  global-thinking 
technologist  is  on  the  scene,  fresh  from 
long  stints  in  America's  best  compa- 
nies and  universities.  These  young  wiz- 
ards, whether  they  make  portable  com- 
puters or  cellular  phones,  appreciate 
the  need  for  research  and  development. 
Increasingly,  they  are  hooking  up  with 
multinationals  such  as  Texas  Instru- 
ments, Hewlett-Packard,  and  Motorola, 
which  recently  completed  a  $400  million 
semiconductor  complex  dubbed  Silicon 
Harbor.  The  result:  Hong  Kong  is  fus- 
ing Western  technology  with  the  Chi- 
nese genius  for  low-cost  manufactur- 
ing and  rapid  adaptation. 


Not  only  is  this  lifting 
Hong  Kong  beyond  the  era 
of  sweatshops  into  the  age 
of  advanced  electronics  and 
telecommunications.  It  also 
may  present  a  new  paradigm  for  indus- 
trial competitiveness  that  could  chal- 
lenge the  Japan  Inc.  model  of  national- 
ism, vertical  integration,  and  massive 
outlay  on  factories  of  the  future. 

The  new  university  aims  to  trans- 
form Hong  Kong,  as  well  as  all  of 
South  China,  by  creating  a  firm  foun- 
dation in  basic  science.  With  strong  de- 


THE  COAi.:  CREATE  A 
STATE-OF-THE-ART 
SCIENCE  ACADEMY 
AND  A  CUTTING- 
EDGE  R&D  CENTER 


partments  emerging  in  engineering, 
computer  science,  physics,  and  biology, 
there's  little  doubt  that  the  school  will 
be  a  redoubtable  educational  institu- 
tion, so  long  as  financial  backing  con- 
tinues after  China  takes  over  Hong 
Kong  in  1997.  Right  now,  Woo  isn't 
worried.  With  2,200  students  and  fund- 
ing for  5,000  more,  in  addition  to  640 
faculty  members,  "we  have  reached 
critical  mass,"  he  maintains. 
INTEGRATION.  Whether  it  will  be  recog- 
nized as  a  world-renowned  research 
center  depends  on  its  ability  to  win 
industry  support.  It  now  has  180  con- 
tract grants  ranging  from  $6,000  to  $13 
million.  While  small 
by  Western  stan- 
dards, that's  a  start. 
Moreover,  such  multi- 
nationals as  Motorola 
Inc.  are  actively  nego- 
tiating additional  con- 
tract grants,  says 
Vice-Chancellor  Thom- 
as E.  Stelson,  who  left 
Georgia  Institute  of 
Technology  to  man- 
age research. 

If  other  big  compa- 
nies sign  up,  the  Ti- 
gers' integration  into 
the  global  stream  of 
leading-edge  research 
and  alliances  will  be 
complete.  They  would 
then  be  able  to  nur- 
ture Asian  engineers 
and  designers  at 
home,  while  luring  some  of 
the  world's  best  brains.  And 
the  fruit  of  their  combined 
efforts  could  be  spread  to 
the  small  and  medium-size 
companies  that  are  the  real  work- 
horses in  the  Asian  dynamo.  It's  an 
extraordinarily  ambitious  agenda,  but 
in  today's  Asia,  nothing  looks  impossi- 
ble. Which  is  why,  by  decade's  end, 
this  Silicon  Valley  may  be  one  of  many 
all  across  the  supercharged  region. 

By  Dave  Lindorff  and  Pete  Engardio  in 
Hong  Kong 
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A  VIDEO  for  the  NEW  INVESTOR 

"INTRODUCTION 
TO  MUTUAL  FUNDS" 

Order  now  from  Rider  Film 
6905  Rosewood  Avenue 
Los  Angeles,  CA  90036 
Send  check  for  $29.95  +$3.00  S/H 

(CA  res.  add  8  1/4".  sales  lax) 


Business  Financing 


We  Have  The 
Financing  Sources 
You  Didn't  Find  ! 


CKer  5.000  aggressive  lenders  & 
equity  inv  estors  on  computer  diskette. 

DaLaMcrgc,  Inc. 
800-228-1372 


FreeDenu)  Disk 


Sales  Promotion/Marketing 


Sales  Leads  &  Mailing  Lists 


»'i  '.'lihcn  ConsufTie.'s  Resiaenis 
•  3^  Any  List  You  Need' 
FREE  Catalog  ■  Ca'.'  'Jfl2i  331-7169  or  mtE 
American  Business  Lists 

=  C  3;>  d'j-"  •  Zip:  01-062 
0~a-a  \E  53-2"  •  fax  '^02,  331-1505 


Art/Collectibles 


Now  you 
too  can 
own  a 

Remington  Bronze. 

First  time  offered:  limited  edition  collection. 
Solid  bronze  set  of  7  Remington  bronze 
sculptures  on  a  beveled  marble  base.  30"  tall. 
Certificate  of  Authenticity.  Outstanding  decor  for 
office  or  home.  Give  an  investment  that  will 
never  be  forgotten.  Priced  at  only  $675.00  each. 
100%  money-back  guarantee.  For  photographs 
and  details,  call  toll  free  1-800-955-0080. 

TUintation  QaCUries,  Inc. 
Fine  Bronzes  for  DtscRiMiNATiNG  Cou£CTOfiS 
Telephone  (800)  955-0060  •  Fax  (305)  854-0023 
42103  Fisher  Island  Drive. 
Fisher  Island,  FL  33109-1267 

Cable  TV 


CABLE  T.V.  EQUIPMENT 
Why  Pay  High  Rental  Fees? 


Snip  witni-  2~  ^o^'Z  SSAE  'c  ''ee  cataJog. 
Visa.  MC,  COD  Le:  ojr  experience  work  for 

1-800-243-3967 

SKYLINE  SYSTEMS  INC. 
114  S,  Euclid  Ave. 
Park  Ridge.  IL  60068 


CABLE  TV  DESCRAMBLERS 

CONVERTERS,  ACCESSORIES 

Name  Brands.  Lxiwest  Prices,  Best  Sen/ice. 
For  FREE  16-page  color  catalog  call 

"c'cMP^A^r  (800)  234-1006 


Wine  Cellars 


WINE  CELLARS  BY  I/// 


28  HANDMADE  WOOD  MODELS*  1 14 TO  3400  BOTTLES ♦ma'deinus a 

.  FACTORY  DIRECT  TO  YOU  "'^^Tsco^vTr"^'^ 


II 


MODEL     DESCRIPTION      APPRX  CAPACITY 


SUGG 
RETAIL 


;56 

■  M 

~30FUR 
":OHH 


Credenza 
Compact 
Two  Doors 
Fur  Vault 
His  end  Hers 


designers'  non  wood ' 


600  2995 

280  2695 

114  1395 

230  '795 

8  to  10  Furs  2995 

300  bottles  a/5  Furs  3995 
'odel  60  bottle  glass  doc  89? 


YOUR 
COST 
SI  695 
1995 
1795 
995 
1195 
1995 
2995 
659 


Vinotemp Int'l *  -zd  w  i3ist  s-;po  box  616ie) ♦  los  Angeies,  ca  90061 

C--_  800/777-VINO  [777-84661  or  213/719-9500  fax  213/719-9518 


Corporate  Gifts 


Corporate 
m  Ties 

fl^        (150  pc.  minimum) 

▼  Gain  recognition  from 
neckties  customized 
with  company  logo. 

Free  literature  upon  request. 

B.\R.N.\RD-AL-\INE  LTD. 
P.O.  Bos  2"5 
Castine,  ME  04421 


Outside  ME 
SOO-962.1526 


TEL:  20"-3:6-9179 
F.\,X:  20-.326.9080 


PERSONALIZED  LABEL 


CHAiMPAGNE 

■^Li  S:Z£-LESS  THAN  SIO 
SPLITS-LESS  IHW  54  ^ 

Persoraiized  with 
your  message  greeiir; 
and  or  ',o%o  W:ne 
and  rcn-alcoholic 
champagne  also 
available 

CALL  OR  FAX. 
Pnvate  Cellars,  Ltd 

1^1'  Nc— C"-a5e  Pa-i-a, 
FAX  919.791I066 


800-800-4436 


"SO  NUTS 
WITH  US!" 


Fresh 

NEW  CROP  PECANS  - 
a  gift  for  every  person  on  your  hsl.  Packed 
in  unique  gift  containers  • 
shipping  and  gift  card  included, 
For  Free  Catalog  call  1.800«)PECANS 


The  classic  Turkish 
fountain  pen., .a 
true  workhorse 


_      ,y  'P  SIC  fi, 'Tg  sysle-n 

^^mmim^^m  'Pieryglass  Da-e  arc  z^z 
Cr.ec,^,^©  Amex  to 

Aalishan.  Inc. 

5950  Wescoti  HHI  Alexandra  VA  22310 
•^ax  orders  70a7i9-9127 

Satisfaction  guara.'teed  


NO  JOKE! 


O 


Quality  Hats  imprinted 
with  your  logo  as  low  as 

S1.55  ea 

T-Shirts  imprinted  with 
J       k    your  logo  as  lo/j  as 

'         ■  S2.95  ea 

A  Model  Tee 

1-707-745-5135 
1-800-A-TSHIRT  iCA  only) 
1410  East  3rn  St  •  Rpnir^ia  CA  q4=;in 


IMAGE 
BUILDERS 


PROMOTE  YOUR  BUSINESS! 

EVERYDA  Y  LOVi/  PRICES  QN. . , 


IMPRINTED 
COFFEE 
MUGS  AS 
LOW  AS 

$1.29 


:'/p-^'NTED  SOLAR 
CALCULATORS  y- 
A''  lC  ■//  -  " 


$2.69 


CALL  FOR  FREE  CATALOG 

1-800-792-2277 

FAX  1-510-786-1111 
THE  CORPORATE  CHOICE 


'ersonal  Business 


EDITED  BY  AMY  DUNKIN 


Taxes 


STRATEGIC  TAXPAYING: 
BIG  SHIFTS  AT  THE  TOP 


Compiling  your 
holiday  gift  list 
may  remind 
you  that  you  need  to 
take  care  of  another, 
less  popular  yearend 
chore:  taxes.  Normal- 
ly the  next  few 
weeks  are  your  last 
chance  to  reduce  yoiu- 
tax  burden  by  shov- 
ehng  as  much  income 
as  possible  into  next 
year  while  roping  a? 
many  deductions  a.- 
you  can  into  this  one. 
But  with  a  new  Ad- 
ministration's tax 
changes  on  the  hori- 
zon, you  may  want  to 
do  just  the  opposite. 

President-elect 
Clinton  has  proposed 
raising  the  top  mar- 
ginal rate  from  31% 
to  '36%  for  single  peo- 
ple who  make  at  least 
S  1.50,000  and  mamed 
couples  who  earn 
S200.000  or  more.  He 
has  also  threatened  to 
slap  a  lOvc  surtax  on 
■ '/.ionaires.  To  take 
. antage  of  1992"« 
lower  rates,  tax 
visers  are  tei. 
their  clients  to  accel- 
erate income  into  the  currer.: 
yeai'  and  defer  deductions  into 
1993.  "All  bets  are  off  because 
we" re  looking  at  a  new  politi- 
cal environment,"  says  Rob- 
ert Garner,  a  tax  panner  at 
accountant  Ernst  &  Young  in 
Atlanta. 

One  way  to  accelerate  in- 
come is  to  ask  for  any  bonus- 
es, consulting  fees,  or  hon- 
oraria by  yearend.  You  can 
also  take  the  gain  now  on  ap- 
preciated stock  you"ve  owned 
for  less  than  a  year,  and  if 
you  still  want  to  own  the 
stock,  you  can  use  the  pro- 
ceeds to  replace  the  shares. 
Executives  with  nonqualified  i 


stuCK  options  may  want  to  ex- 
ercise them  this  year,  says 
Garner,  because  they're  sub- 
ject to  taxation  when  exer- 
cised. If  you're  self-employed, 
you  can  bill  for  compensation 
earlier,  or  ask  clients  to  pay 
up  by  yearend.  Meanwhile, 
retirees  and  workers  older 
than  .59-_  may  want  to  take  a 
larger  distribution  from  their 
indixidual  retirement  accounts 
I  IRAS  I  this  year. 

At  the  same  time,  top- 
bracketers  should  be  defer- 
ring deductions  to  help  offset 
a  bigger  tax  bite  next  year. 
For  example,  if  you're  about 
to  buy  a  house,  postpone  the 


closing  until  the  new  year,  so 
you  can  deduct  the  points  in 
1993.  Put  off  making  charita- 
ble donations  and  pay  real  es- 
tate taxes  after  .Jan.  1. 
DEFERRED  CHECKUPS.  Postpon- 
ing deductions  on  medical  and 
miscellaneous  expenses  is  par- 
ticularly important  if  you  are 
pumping  up  your  income  this 
year.  Medical  expenses  must 
exceed  7.5%  of  j'our  adjusted 
gross  income,  and  miscellane- 
ous expenses,  such  as  tax  ad- 
\-ice  and  union  dues,  must  to- 
tal over  2%  of  your  AGI  to  be 
deductible.  Therefore,  if  your 
income  is  beefed  up  in  1992,  it 
will  be  harder  to  reach  those 


limits  tnis  year  ana  e;. 
next  year.  So,  for  instJ 
postpone  discretionary  r 
cal  expenses,  such  as  ele 
surgery,  checkups,  and 
chases  of  glasses. 

Rick  Taylor,  a  senior  i 
ager  at  KPGM  Peat  Marv 
has  another  idea  about 
ductions.  He  thinks  man}! 
in  danger  of  being  scaled  I 
or  eliminated,  so  take  ad) 
tage  of  them  w-hile  you  i 
"Every  year,  they've  IJ 
cutting  back  on  them.'i 
notes.  For  example,  withj 
litical  leaders  talking  at 
reducing  the  mortgage-iij 
est  deduction  to  raise  'A 
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revenues,  he  advises 
homeowners  who  would 
lily  make  their  Decem- 
norl.^af^e  payment  on 
.  to  send  their  check  in 
i  Dec.  31  so  they  can 
t  tiie  interest  in  1992. 
ou're  in  the  15%  or  28% 
et  and  expect  to  stay 
next  year,  you  should 
3  usual  accelerating  of 
tions  and  deferring  of 
e.  By  delaying  bonuses 
days  to  early  January, 
loney  goes  into  your 
t,  but  you  don't  get 
on  it  until  a  full  year 
Another  ploy  is  to  stash 
/  in  financial  vehicles 
'  returns  are  payable  in 
ture,  such  as  cer- 
es of  deposit  or 
mds.  On  the  de- 
m  side,  you  can 
stimated  fourth- 
sr  state  income 
by  Dec.  31,  rather- 
m  the  usual  Jan. 
'  date. 

iEASON.  Remem- 


t  your  income  is 
than  $210,500  for 
ids  and  $105,000 
igles,  deductions 
y  income  above 
level  are  disal- 
by  3%.  That  is, 
se  $300  in  deduc- 
■or  every  $10,000 
your  adjusted 
income  exceeds 
mit.  Medical  ex- 
5,  casualty  and 
laims,  and  invest- 
interest  are  ex- 

from  this  rule. 
)  tax-reducing 
:;hat  may  be  en- 
•ed  next  year  are 
ft-tax  annual  ex- 
\  of  $10,000  a 
nd  the  unified  es- 
id-gift  tax  credit, 

allows  you  to 
>vay  $600,000  tax- 
ome  advisers  are 
)re  counseling  cli- 
)  use  it  or  lose  it. 

annual  gift-tax  exclu- 
lows  you  to  give  away 
)  in  cash  ($20,000  for  a 
)  per  person  tax-free. 
>  be  on  the  safe  side, 
sure  the  recipient  has 
)  deposit  the  check  be- 
■16  New  Year  so  it  will 

fall  into  1992  and  you 
laccidently  use  up  your 


There's  a  new  trap  in 
estimating  taxes  or 
having  them  withheld 


1993  allotment.  Taylor  sug- 
gests making  cash  gifts  by 
yearend,  and  doing  it  again 
as  .soon  as  possible  in  1993, 
as  it  might  not  last  the  year. 

Rumors  of  near-extinction 
also  swirl  around  the  unified 
e.state-and-gift  tax  credit.  It 
works  this  way:  Normally, 
when  you  die  and  leave  mon- 
ey to  anyone  other  than  your 
spouse,  $600,000  of  your  es- 


at  Coopers  &  Lybrand:  "If 
you  have  $600,000  today  and 
don't  give  it  away  before 
yearend.  Congress  could  re- 
duce it  to  $200,000,  and  you'd 
only  be  able  to  give  that 
much." 

Of  course,  all  this  shuffling 
could  lead  you  down  the 
thorny  path  to  the  alternative 
minimum  tax  (AMT),  warns 
Larry  Elkin,  senior  financial- 
planning  manager  at  Arthur 
Andersen.  The  AMT  is  a  par- 
allel tax  designed  to  insure 
that  people  who  make  more 
than  a  certain  level  of  income 
don't  deduct  their  way  out  of 
paying  a  reasonable  tax  l)ill. 
Many  regular  deductions,  such 


MAKING  A  TAX  LIST  AND  CHECKING  IT  TWICE 


IF  YOU  EXPECT  TO  BE  IN  THE  TOP  BRACKET  NEXT  YEAR,  ACCELERATE  INCOME 
AND  DEFER  DEDUCTIONS: 


►  Consider  exercising  nonqualified  stock  options,  which  are  subject  to 
regular  income  tax 

►  if  you're  self-employed,  bill  early  and  ask  for  early  payment 

►  Take  short-term  profits  in  stocks  by  Dec.  31 ;  sell  stocks  that  give  you 
a  capital  loss  after  the  new  year 

►  Close  on  a  new  home  after  New  Year's  so  you  can  deduct  the 
points  on  the  loan  in  1  993 

IF  YOU'RE  IN  A  LOWER  BRACKET,  DEFER  INCOME  AND  MOVE  UP  DEDUCTIONS: 


►  Push  bonuses  into  the  new  year 

►  Put  money  into  certificates  of  deposit  or  EE  savings  bonds  whose 
interest  is  not  taxable  until  they  mature 

►  Pay  property  taxes  early  so  you  can  deduct  them  in  1 992 

►  Pay  fourth-quarter  estimated  taxes  early 

IF  YOU  WERE  INTENDING  TO  MAKE  A  TAX-FREE  CASH  GIFT:  

►  Give  $1 0,000  ($20,000  per  couple)  to  each  recipient  now  and 
then  do  it  again  early  next  year  (in  case  Congress  kills  the  exclusion) 

IF  YOU  ARE  SAVING  FOR  RETIREMENT:  

►  Divert  as  much  of  your  salary  as  possible  into  your  401  (k)  plan  to 
reduce  your  taxable  income 

►  Set  up  a  Keogh  plan  by  Dec.  31  (if  you're  self-employed) 

►  If  you  plan  to  change  jobs  or  retire,  have  your  employer  arrange  a 
direct  rollover  of  any  lump-sum  distribution  into  anotner  tax-deferred 
account  so  the  IRS  doesn't  withhold  20% 

OAIA:  BW 


tate  is  exempt  from  federal 
taxes.  But  you're  also  allowed 
to  use  up  the  exemption  by 
giving  away  $600,000  tax-free 
before  you  die.  This  year. 
Congress  suggested  slashing 
the  amount  to  $200,000-an 
effort  that  got  nowhere  !;)Ut 
may  be  revived.  Says  Thomas 
Ross,  tax  partner  in  the  per- 
sonal financial-services  group 


as  state  and  local  taxes  and 
gifts  of  appreciated  property, 
are  disallowed  under  AMT, 
which  is  a  flat  24%.  Clinton 
has  talked  about  raising  this 
to  27%.  But  Elkin  says  that  if 
the  top  marginal  rate  is  also 
raised,  not  much  will  change. 

"If  you  moved  a  lot  of  in- 
come into  1992,"  says  Elkin, 
"and  then  in  '93,  you  have 


some  unusual  fleductions  that 
add  up  to  be  more  than  your 
income,  you  may  trigger  the 
AMT."  But  the  only  way  to 
know  if  you  fall  under  the 
AMT  is  to  do  the  paperwork 
as  if  you  were  subject  to  both 
sets  of  taxes.  Whichever 
comes  out  higher  is  what 
you're  obligated  to  pay.  To 
help  avoid  the  AMT,  Elkin  sug- 
gests doing  tax  projections  for 
two  years  at  a  time  to  insure 
that  you're  not  creating  a 
questionable  scenario  for  the 
next  year. 

If  you  pay  estimated  taxes 
or  have  taxes  withheld  from 
your  regular  paycheck,  there's 
a  new  booby  trap  to  avoid.  It 
no  longer  suffices  to 
fork  (jver  100%  of  last 
year's  payments  to 
avoid  penalties  on 
underpaid  tax  bills  this 
year.  Now,  you  have  to 
pay  90%  of  what  this 
year's  taxes  will  be  if 
your  income  is  more 
than  $75,000  and  has 
increased  by  more  than 
$40,000  in  the  prior 
year,  and  if  you  filed  or 
should  have  filed  esti- 
mated taxes  in  one  of 
the  past  three  years. 

If  you  haven't  done 
so  already,  stash  as 
much  money  as  pos- 
sible in  your  401(k) 
plan  or  another  retire- 
ment vehicle  to  reduce 
taxable  income.  Al- 
though you  can  contrib- 
ute to  any  Keogh, IRA, 
or  simplified  employee 
pension  plan  until  Apr. 
15,  you  must  open  a 
Keogh  no  later  than 
Dec.  31.  And  if  you're 
planning  to  leave  your 
job  or  retire  this  year, 
be  sure  to  avoid  what 
Elkin  calls  that  "nasty 
little  provision"  that  al- 
lows Uncle  Sam  to 
withhold  20%  of  your 
4011  k)  lump-sum  distribution 
if  you  take  the  money  in  cash. 
Instead,  either  keep  the  mon- 
ey jiarked  where  it  is  oi'  have 
your  employer  immediately 
roll  it  over  into  another  tax- 
deferred  account.  Otherwise, 
you'll  be  making  an  interest- 
free  loan  to  the  federal  gov- 
ernment until  you  get  a 
refund.  Pani  Black 
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usiness 


What's  In 


HOW  TO  BE 
A  MAIL-ORDER 
COWBOY 


Let's  fat-e  it:  Americans  % 
wannabe  cowboys.  at 
least    they   want   t"  ^ 
look  like  them.  From  thi  /' 
Marlboro  Man  to  Ralph 
Lauren,   Western  wear 
never  goes  out  of  style.  "It 
may  be  the  only  true  Amei'i- 
can   fashion,"   says  Steven 
Weil,  vice-president  of  Rock- 
mount  Ranch  Wear,  whose 
grandfather  designed  the 
snajj-front  Western  shirt. 

The  easiest  way  to  order 
up  a  cowboy  wardrobe  is 
through  wish  books— mail-or- 
der catalogs  to  you  city  shek- 
el's. But  if  you  want  to  look 
like  the  real  McCoy,  keep  a 
few  things  in  mind. 

First,  the  glitzy,  rhinest one- 
studded,  url)an-covvi)oy  look  is 
out.  Authentic  is  in.  F\irmers 
wear  Lee  jeans,  civilians  sport 
Levi's,  and  cowboys  don 
Wranglers  (Sheplers,  $80)- 
starched,  ironed,  and  a  cou- 


WHERE  TO  OUTFIT  YOURSELF 

►  CHEYENNE  OUTFIHERS,  Cheyenne,  Wyo., 
800  234-0432 

►  DRYSDALES,  Tulsa,  800  444-6481 

►  GENE  AUTRY  WESTERN  HERITAGE  MUSEUM  STORE,  Los  Angeles, 
213  667-2000 

►  MILLER  STOCKMAN,  Denver,  800  688-9888 

►  'MO'  BETTA,  Apache,  Okla.,  405  588-9222 

►  MUSEUM  SELECTIONS/BUFFALO  BILL 
HISTORICAL  CENTER,  Cody,  Wye, 
800  533-3838 

►  OLD  WEST  OUTFinERS,  Scottsdale, 
Ariz.,  800  653-1880 

►  SHEPLERS,  Wichita,  800  835-4004 
►  SUNDANCE  CATALOGUE,  Salt  Lake  City, 

800 422-2770 

OAIA  BW 


pie  of  inches  too  long  so  the 
pant  legs  won't  hike  up  over 
the  boot  tops  in  the  saddle. 
Cowgirls  wear  Wranglers  or 
Rocky  Mountain  Jeans  (Miller 
Stockman,  $52).  Also,  avoid 
yellow,  which  has  been  been 
bad  luck  ever  since  a  rider  in 
a  yellow  shirt  was  killed  in  a 
Cheyeniu'  i-cideo  yeai's  ago. 
CLASSY  HEADGEAR.  In  the  old 
days,  a  hat  told  all.  Donning  a 
dome  crown  with  a  wide  Iji'im 


(Old  West  Outfitters,  $170) 
meant  you  were  from  Texas 
or  the  Southwest.  Older 
ranchers  still  wear  the  "lbj" 
Stetson  (Cheyenne  Outfitters, 
$90).  The  classiest  headgear 
today  is  a  replica  of  Buffalo 
Bill  Cody's  beaver  hat  with 
ribbon-l)ound  brim,  custom- 
made  (Museum  Selections, 
$650). 

Evei'yday  cowboys  prefer 
low-heeled,  round-toed  "rop- 


HANIIi 
REPlll 
BUFFALOn 
BEAVER  HATM 
MUSEUM  SEIE«( 
IN  CODY  V 

er"  boots  (Drysdales,  ^ 
laced  work  boots  (Di  v- 
$100).  Nobody  said  <■(,.. 
had  to  be  l)oring,  so 
heeled,  pointy-toed  bi.o 
popular,  too.  Among  tli 
black,  white,  and  limw 
design  favored  by  i; 
Redford  (Sundance, 

Southern  cowboys  we 
larless  shirts  (Millei-  ' 
man,  $49);  Northern 
glers  like  the  bib  vi' 
because  the  extra  nui 
adds  warmth  and  douliic 
washcloth  (Old  Wesi  ( 
ters,  $50).  The  tr;idi 
snap-fi'ont  starts  at  $10  (t 
enne  Outfitters). 

You  can  also  buy  a 
keeper's  derby  (Old 
Outfitters,  $265),  a  Gen( 
ry  'Always  Your  Pal"  1 
(Museum  Store,  $17),  ar 
kind  of  slicker  worn  in 
Crystal's  Cltii  Slickers 
West  Outfitters,  $200). 
eowljoys  wouldn't  be  c 
dead  in  those  duds,  bi 
ban  ones  might  get  a  ki( 
of  them.       Sandra  Att 


For  years,  the  vast  ma- 
jority of  corporate  em- 
ployees making  401(k) 
pension  plan  choices  opted 
for  fixed-income  funds  made 
up  of  guaranteed  investment 
contracts.  Backed  by  bonds 
and  a  pledge  that  the  con- 
tract would  deliver  a  specific 
rate  of  return,  (!ics  seemed  a 
lot  safer  than  putting  your 
precious  retirement  nest  egg 
into  the  stock  market,  with 
its  wild  swings.  And  if  the 
bonds  tanked,  the  insurance 
comjjanies  providing  the  GlCs 
promised  to  make  up  the  dif- 
ference. 

But  GICs  have  fallen  from 
favor  in  the  wake  of  several 
major  .  insurer  collapses, 
which  have  rendered  the  con- 
tracts' promises  worthless. 
Some  corporate  pension  plans 
will  do  well  to  get  back  a 
fraction  of  their  cic  princi- 
pal. Also,  employees  are  wak- 
ing up  to  the  fact  that,  over 
the  long  term,  the  stock  mar- 


Smart  Money 

RETHINKING  GUARANTEED 
INVESTMENT  CONTRACTS 


ket  gives  a  superior  return. 
According  to  a  study  by  the 
consulting  firm  A.  Foster 
Higgins  &  Co.,  the  (;IC  share 
of  retirement  plans  dropped 
to  54%  this  year  from  58% 
in  1991— and  before  too  long 


GICs  LAG  BEHIND 
STOCKS 


■82  '83  '84  '85  '86  '87  '88  '89  '90  '91  ■92- 
A  PERCENT  INCREASE  -THROUGH  SEPT  30 

DATA:  A.  FOSTER  HIGGINS  S  CO ,  BW 


they  could  be  eclipsed  by 
stocks. 

But  for  some,  Gics  remain 
a  good  idea.  Many  of  the  con- 
tracts are  backed  by  bonds 
issued  several  years  ago, 
when  interest  rates  were 
higher.  So  returns  (ranging 
from  6%  to  9%  yearly)  out- 
shine those  of  bank  certifi- 
cates of  deposit,  now  about 
3%u  The  trick  is  to  make 
sure  that  your  company's 
401(k)  plan  uses  Gics  issued 
only  liy  top-rated  insurers 
and  that  the  risk  is  spi'ead 
among  (;iCs  from  several  pro- 
viders. A  rating  of  A  or 
ai)Ove  from  A.  M.  Best  Co. 
and  s&F  indicates  that  the  in- 
surer is  financially  sound. 


Who  should  go  for  ( 
Certainly,  people  nearin; 
tirement,  who  need  ii 
principal.  Then  there 
those  who  may  have  to 
draw  their  savings— and 
need  GICs'  assurance  tha 
principal  is  safe.  Shoulc 
medical  bills  loom,  you 
withdraw  the  money, 
though  there's  a  10%  per 
And  for  the  next  year  or 
as  the  older  GICs  deliver 
returns,  anyone  can  prof 
keeping  a  portion  of  1 
money  in  GICs. 

If  you  work  for  a  com 
that  is  downsizing,  GIC  f 
may  make  a  decent  cuf 
during  possible  unemj 
ment.  Says  Judith  Mark 
a  vice-president  at  GlCj 
vider  John  Hancock  Mi! 
Life  Insurance  Co:  "An.i 
in  the  computer  or  autij 
dustries  should  be  in  a  ! 
Despite  the  GIC's  problf 
guaranteed  is  still  a  com; 
ing  word.  Larry  1\ 
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)nly  one  thing  can  turn 
four  global  network  from 
\  burden  to  an  asset 


A  Partner. 


utsourcing  with  Syncordia  lets 
Du  mind  your  business  better. 

A  multinational  communications  network  should  be  an 
et  that  builds  your  business.  Not  a  burden  that  bogs  you 
m,  distracting  you  from  your  core  business. 

That's  why  you  need  a  partner. 

Outsourcing  with  Syncordia  lets  you  do 
lat  you  do  best. 

Syncordia  has  a  better  way  to  manage  your  global 
work.  Outsource  it  with  us. 

Outsourcing  gets  you  out  of  the  business  of  building 
i  managing  global  networks  and  allows  you  to  redeploy 
Dpie  and  assets  against  the  business  your  company  was 
med  to  pursue  in  the  first  place. 

With  us  as  your  partner,  managing  complex  global 
works  isn't  so  complex,  because  that's  the  business  we 
re  formed  to  pursue. 

Most  important,  to  us,  partnership  means  pursuing 
Dortunities,  not  just  solving  problems.  We'll  make  it  our 
5iness  to  know  your  business  and  help  you  use  informa- 
1  technology  to  get  an  edge  over  the  competition. 

We're  part  of  BT. 

Syncordia  is  the  first  company  built  from  the 
)und  up  to  provide  global  network 
;sourcing  solutions. 


We  are  part  of  BT  (British  Telecom),  one  of  the  world's 
largest  and  most  advanced  telecommunications  companies. 
So  we  have  access  to  the  worldwide  resources,  technical 
prowess  and  local  market  knowledge  of  our  parent  com- 
pany, and  retain  the  entrepreneurial  agility  to  customize 
solutions  for  your  business. 

Not  just  the  first,  but  the  finest. 

Syncordia  outsourcing  solutions  range  from  planning 
and  integration  through  procurement,  installation  and 
maintenance  to  the  operation  of  your  entire  network. 

In  all  cases,  we  guarantee  the  highest  level  of  customer 
service  through  Network  Control  Centers  armed  with 
Concert™  network  management  software;  Customer 
Support  Centers,  staffed  with  multilingual,  multicultural 
managers;  and  Integrated  Single  Currency  Billing 

The  Syncordia  Service  Level  Agreement  spells  out 
every  detail  of  what  you  can  expect  from  our  partnership. 
It  defines  the  shared  risks  and  rewards. 

Call  us,  before  your  competition  does. 

Outsourcing  your  global  communications  network 
takes  time.  And  teamwork.  All  the  more  reason  to  begin 
right  away.  Because  the  sooner  we  become  your 
partner,  the  sooner  your  network  burden  will  become  a 
business  asset. 

For  more  information  on 
Syncordia,  in  the  U.S.  or  Canada, 
call  1-800-477-5555. 


synCprdia 

Let  us  help  you  mind  your  business. 


Syncordia  is  a  subsidiary  of  British  Telecommunications  pic.  f-i  | 


ersonal  Business 


Electronics 


TINY  TOYS 
FOR 

BIG  KIDS 


O 


nee  you  re  past  el 
lidod  Christmases, 
HO  surpi'ise  to  : 


11(1- 
il's 
ind 


that  Lhinys  can  come  in 
small  packaji;e.s.  But  this  holi- 
day, even  the  most  sophisti- 
cated eyes  may  widen  to  see 
how  tiny  a  l)is  gift  can  he. 
Comiiining  miniature  electron- 
ics and  inijenious  desif^n,  some 
minute  electronics  items  can 
make  a  sizal)le  impression. 


MINOX'  EIGHT-POWER  POCKET 
TELESCOPE  GOES  FOR  $350 


Think  small,  and  you  think 
Minox.  Its  cameras,  such  as 
the  6-ounce  full-frame  35mm 
ML  model  and  the  2-ounce  cig- 
arette-length 11mm  spy  snap- 
per familial'  from  James  Bond 
films  may  seem  almost 
toylike  in  yoin-  hand.  But 
the  (luality  of  their  lenses, 
automatic  exposure  sys- 
tems, high-speed  shutters, 
and  workmanshij)  war- 
rants prices  of  $400  to 
$()50— 01-,  for  real  Santas. 
$4,500  to  $8,000  for  limit- 
ed edition  models  in  .ster- 
ling silver,  or  ])latinum. 

And  now,  the  German 
company  has  something 
other  than  c'ameras  to 
wow  you.  It  packed  a 
crystal-clear  eight-i)ower 
telescope  into  a  light- 
weight (2  ounces)  rectan- 
gular case  that's  liarely  a 
half-inch  thick  with  a  sur- 


face smallei'  than  a 
playing  card.  You 
hold  the  T8  parallel 
to  your  face  and  peer 
through  a  tiny  win- 
dow in  one  corner. 
Adjust  a  focusing 
wheel,  and  an  inter- 
nal .system  of  mirrors 
and  lenses  makes  dis- 
tant scenes  jump 
eight  times  closer.  At 
camera  dealers,  it's 
under  $.'350. 

If  you  regularly  lug 
a  laptop  computer, 
cellular  phone,  and  a 
Sharp  Wizarfl  or  sim- 
ilai'  electronic  organiz- 
er, adding  one  item 
more  can  he  the 
straw  that  hreaks  the 
strap  of  your  carry- 
on  hag.  But  these 
days  a  recorder  is 
practically  a  necessity, 
so  the  smaller  the 
hetter.  At  harely  3kj 
ounces,  Sony's  $820 
Pressman  model  is 
hard  to  heat  in  the 
mini  categoi'y.  It's 
ahout  2;'i  inches 
scjuare.  With  its  auto- 
I'everse  feature,  you 
can  record  a  two-hour 
meeting  on  a  stan- 
<lai'(l  mici'o-cassette. 
•lust  introduced, 
Sony's  NT-1  recorder  is  a 
fraction  larger  in  size,  hut 
considerahly  heftier  in  price- 
near-  $1,000.  That's  justified 
hy  state-of-the-ai't  digital  re- 
cording. On  a  two-hour  cas- 
sette that  could  fit  on  a  post- 
age stamp,  you  can  play  hack 
a  heated  hf)ardroom  discus- 


MINI  MINOXES:  A  SIX-OUNCE,  35MM  MODEL 
AND  A  TWO-OUNCE,  11MM  SPY  SNAPPER 


CANON  SAYS  IT  HAS  "THE  WORLD'S  SMALLEST 
AND  LIGHTEST  CAMCORDER"— AT  $1,799 


SONY'S  5. 2-OUNCE  MINIRECORDER  CAN 
TAPE  UP  TO  TWO  HOURS 


sion  and  distinguish  each 
\'oic('  and  angry  woitI. 
SHAVE,  TAPE,  LISTEN.  Sanyo's 
Ijid  to  fill  that  last  sliver  of 
empty  space  in  l)riefcase  oi- 
pocket  is  the  SV-P700  electi-ic 
shaver.  It's  gi'eat  for  any  man 
who  has  ever  tried  to  freshen 
up  in  an  airliner's  restroom 
with  a  throwaway  razor 
and  watery  liquid  soap. 
Virtually  weightless  and 
under  $70,  the  shaver  is 
ahout  the  .size  of  a  stack  of 
credit  cards  and  runs  40 
minutes  on  a  single  AA 
hattei'y. 

For  the  moment.  Canon 
lays  claim  to  the  "world's 
smallest  and  lightest"  cam- 
corder, the  $1,799  8mm 
UCl,  with  a  color  view- 
finder.  The  camcorder 
weighs  just  1.15  pounds 
and  comes  with  a  wireless 
remote  control  for  play- 
hack  functions.  Ahout  4 
ounces  heavier,  Sony's 
$l,tiOO  monochrome-view- 


finder  CCD-Ti:;i 
model  comes  ii 
close  second.  j 
Miniaturizatior? 
gineers  have  suri 
es,  too,  for  audiopj 
who  think  st'( 
means  a  four-foot.j 
stack  of  compona 
with  loudspeaker! 
hig  as  hoxcars.  ]p 
entii'e  systems  fi!( 
two  or  three  fetj 
hookshelf  space. 

Atop     a  t 
Aiwa's  MiniMax 
350   hoasts  a 
square    CD  pi 
The  unit,  said  tdl 
the  industry's  sri 
est,  has  a  threev 
changer  that  carl 
programmed  to  :< 
tracks  on  any  c 
any  order.  Then! 
dual   cassette  (j( 
plus  an  equalizer  I 
30-watts-per-chai 
amp  that  feeds  tci 
magnetically  shiej 
speakers   on  ei- 
side.  And,  for  si; 
long  adher-ents,  a  'j 
ei'"  hutton  silences 
cals    on    CDS  l 
cassettes.  That  ■ 
you    sing,  kara 
style,  to  the  ore 
tration.  Listed 
$550,  it  costs  $100  or  so 
at  discounters.  The  syste 
undersize,  hut  it  doesn't  c 
ify  as  a  stocking  stuffer- 
less  Bigfoot  is  on  your'  Ch 
mas  list.  Don  u 


Worth  Noting  j 

■  MAKING  TRACKS.  The  I'll 

tion  Eur'ailpass  system  i 
made  its  popular  Youth] 
mor-e  flexihle  and  less  co: 
Besides  the  standard  <! 
month  ticket  for  $508,  ai 
Jan.  1  the  under-26  set ! 
huy  one  that  allows  five  ( 
of  rail  tr-avel  over  two  mo 
for  $220,  10  days  for  $346 
15  days  for'  $474.  j 

■  BICOASTAL  BUYS.  Expi! 
Hotel  Reservations  (800  ■ 
1123)  will  hook  deluxe  h 
I'ooms  in  Los  Angeles  '' 
Manhattan  at  10%  to  20%: 
r'ack  r-ates.  The  free  ser' 
also  guarantees  the  low 
airfar'es  hetween  the  citie; 
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The  values  wete 
eaching  kids  ane  years 
behind  the  times. 


It's  7:50  a.m.  And  not  one  minute  later. 
A  small  army  of  young  people,  known  as 
the  San  Francisco  Conservation  Corps,  meets 
outside  its  headquarters  at  Fort  Mason  for 
morning  exercise. 

There  are  150  of  them.  Of  all  ethnic  back- 
grounds. From  all  over  San  Francisco. 

Quickly  they  divide  into  work  crews  and 
head  out  for  every  corner  of  The  City  To  plant 
trees.  To  clear  weeds.  To  build  playgrounds. 
To  renovate  community  centers. 

Butalong  with  making  vitally  needed  civic 
improvements,  these  kids  learn  valuable 

lessons.  About  taking  responsibility 
Giving  and  receiving 


i  INl  I  M)   ^  TATt  S 
I  IVII.IAN 
'Hlsi  HVAI  (ON  COUPS 

LAm'  cross''' 


respect.  The  diligence 
needed  to  get  a  job 
done  right.  And  the 
feeling  of  dignity  that 
results.  Lessons  they 
might  not  have  learned 
otherwise. 

It's  all  in  a  day's  work. 
The  Civilian  Conser- 
vation Corps  proved  it 
50  years  ago,  helping  young  people  to  help 
themselves  and  their  communities  beat 
the  Depression. 

Today  the  SFCC  addresses  similar 
problems  that  weigh  heavily  on  the  minds  of 
San  Francisco  businesspeople.  Unemploy- 
ment. Declining  city  infrastructure.  And, 
developing  a  strong  work  ethic  among 
young  people. 
So  far  the  SFCC  has  realistically  tackled 
these  problems  with  demonstrated  success. 
But  the  future  depends  on  additional 
funding  from  the  San  Francisco  business 
community 

Of  equal  importance,  SFCC  "graduates" 
need  real  job  opportunities.  And  frankly, 
to  find  employees  with  such  solid  work  ethics 
you'd  have  to  be  up  pretty  early  in  the 
morning.  7:50  a.m.  to  be  exact. 

To  find  out  more  about  the  SFCC.  write  to 
Executive  Director  SFCC.  Building  III,  Fort  Mason.  San  Francisco. 
CA  94 123  or  call  415/928-7522 

San  Francisco 
Conservation  Corps 


^<e\  er     e  an 

adi.iict  a 
iec<  aid  chance. 

_  aiitront  someone  in  your 
•  ompam  "»»-bos  uiin^:  (±ni£:_- 
This  is  M'hal  vou're  likely : , 
'".•ear:  "111  nex^er  U5.e  drugs  - 
:  promise." 

But  dru^  lie. 

The  people  don  1  lie.  -  - 
— pdo. 

Thugs  a**T!  the  person 
>  no  uses  tbem.  Thai  s  ibe 
ranger  c>f  addic-tion. 
The  addict  promises,  and  the  | 
iruiTs  break  the  promise,  ] 

You  na^-e  to  say.  "Get  >*«fl 
^■r  irei  out."  ^ou  cant  aBord 
sjvir  an  addict  a  sec^ond 
chance.  The  addict  can  affoid 
e-ven  less. 

An  addicts  only  chance 
.  s  treatment.  If  vou  dtsi'l  haw 
J.  treatment  program  in  your  I 
;-omfian\.  please  call  ' 
:^>:l-P4.3-497L  That's  the 
National  Institute  on  Drug 
-■y:>use  hot  line  for  manageis  j 
and  CE'.^s..  It  s  manned  b> 
"-rained  rnipL:»v'ee  .\ssistanc'= 
""rogram  Planners  and 
jesitmers.  from  M'Ondas" 
■.riTough  Fnday  9:W  a.m. ; . 
:  :00  p.m.  Eastern  Time. 
The\  M'c>n'l  tell  yc>u  what  to 
do.  but  thev"  can  c-utline  the 
I'ptions.  Call  n<j\Kr:  please  donl 
v.ass  up  this  chance. 


Partnership  for  '      >Fret  Amerm 
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Unterberg  Horr 
Uplohn  133 
U  S  West  54 
USX  18,  116 

V 


Vantronijt  126 
Venture  Founders  93 
VLSI  Research  120 
Volvo  38 
VTech  Group  126 

w 


Wol  Mart  100 
Walt  Disney  98 
Wang  Laboratories  93 
Warner  Brothers  98 
Wavemot  123 
WovePhore  123 
Westinghouse  Electric  32,100, 
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Wilmer.  Cutler  &  Pickering  116 
Wordstar  124Q 
Wyott  100 


XChange  42 

z 


Zenith  Electronics  100 
Zero  Stage  Capitol  93 
Zoetrope  Productions  98 
Zurich  Insurance  104 


LE  GRAND 

LLfetitne  Mechanical  Warranty 

Available  at 
LUGGAGE  &  LEATHER  OUTLET 
or  call  1-800-556-7354 
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Busioes^Mfeek 


ORGANIZE  YOUR  FUTURE  IN  STYLl 

AND  SAVE  15%! 


A 


Order  your  1993  BusinessWeek  Planners  and  save 
15%,  plus  receive  a  genuine  calf  leather  security 
luggage  tag  as  your  bonus  FREE  GIFT  for  ordering 
three  or  more  items! 

Good  Business  Sense 

Smart  executives  know  there's  no  better  business  gift  or 
business  tool  than  the  prestigious,  high  efficiency  BusinessWeek 
Planners.  Superb  for  organizing  the  busiest  work  schedules,  the 
BusinessWeek  Desk  Planner  features: 

•  January  through  January  week-at-a-glance  appointment 
calendai-  with  plenty  of  room  for  jotting  down  business  and 
personal  appointments 

•  1993  and  1994  monthly  planning  sections 

•  90  pages  of  reference  materials  including  30  City  Pi'ofiles, 
1993  Trade  Shows  and  Conventions,  5-Yeai-  Calendar,  Wine 
Vintage  Guide,  Frequently-called  Toll  Free  Number's, 
International  Calling  Codes,  up-to-date  U.S.  Ai'ea  Codes, 
a  well-detailed,  full  color,  32  page  world  atlas,  and  more! 

The  Desk  Planner  is  handsomely  crafted  with  skived  leather  covers  in  classic  black  or  rich  bui'gundy,  gilt-edged  pages  and 
two  silken  page  mai'kers.  You  can  have  your  full  name  imprinted  on  the  cover  in  gold  for  a  small  fee.  The  equaUy  elegant  matcl 
Pocket  Planner,  available  individually  or  as  part  of  a  specially  coordinated  set,  features  gilt-metal  comer  guards  and  gilt-edged 
pages,  a  3-year  calendar,  monthly  planner,  phone  directory,  international  calling  codes,  and  more! 

Quantity  Discounts  and  Your  Company  Logo  Available 

In  addition  to  earning  you  a  free  gift,  ordering  larger  quantities  saves  you  even  more  money.  Why  not 
use  part  of  your  quantity  discount  savings  to  economically  customize  each  planner  with  your  company 
logo  and  each  recipient's  name?  Then  your  planners  will  be  even  gr-eater  status  symbols. 


Presidential  Set  Carries  Extra  Prestige 

For  professionals  with  panache,  the  BusinessWeek  1993  Presidential  Planner  Set  offers  the  same 
practical  features  described  above,  in  a  limited  edition  crafted  of  premium-grade  navy  blue  leather  with 
hand-tooled  silver  comer  guai'ds  and  two  blue  silk  ribbons.  The  matching  blue  leathei-  Wallet  Planner 
has  a  silver-plated  jotting  pen  tucked  neatly  inside.  This  set  makes  a  powerful  statement. 

Name  iMr/Mrs/Msl  


us  Credit  Card 
holders  may  call 
iyr^TOLL  FREEi 
800-722-99991 

and  ask  Operator  18  fa 
Planner  Dept.  BC3E0F 


Company  - 
Address  


City  

State/Country^ 
Tel  No.  


Post  Code  - 


Job  Title 


I    1 1  need  more  information  on  larger  quantity 
discounts  and  customization  options. 


Full  name  to 
be  blocked 


CODE 

PRODUCT 

COLOR 

1-3     ;  4-24 

25-49 

50-1- 

QTY 

TOTAL  U 

BWlOl 

Presidential  Set 

1  Blue 

90.00  ,  NO  DISCOUNT  AVAILABLE 

BW206 

Planner  Set  with 
BusinessWeek  logo 

Black 
Burgundy 

38.25 

32.50 

28.50 

27.25 

BW220 

BW210 

Planner  Set  without 
BusinessWeek  logo 

^  Black   

BW226 

Burgundy 

BW20f 

Desk  Planner  with 
BusinessWeek  logo 
Desk  Planner  without 
BusinessWeek  logo 

Black 

28.00 

24.75 

23.00 

22.00 

BW214^ 
BW207 

Burgundy 
'^lack 
Burgundy 

BW216 

BW204 
BW218" 

Pocket  Planner 

Black 
Burgundy 

14.50 

11.45 

10.45 

9.35 

□  Check  enclosed  payable  to  'BusinessWeek  Planner' 

□  Bill  my  company  (purchase  order  &  co.  letterhead  required) 

□  Charge  to:  LDAmEx  DDiners  □Mastei-Card  uVISA 

Card  No.  


Prices  include  delivery  by 
surface  mail  but  do  not 
include  local  duties  or  taxes. 


Signature 
Exp.  Date 


Handling/Packing  US$2.2.5  per  item 
Gold  blocking  of  name  US$4.75  per  item 
N.J.  residents  add  6'i  sales  tax 
U  K-  re.sidents  add  VAT.  at  prevailing  rate 
TOTAL  US$ 

To  order,  make  your  check  payable  to 
BUSINESSWEEK  PLANNER  and  send  to  Dept  BC3EOF3, 
P.O.  Box  8035,  Brick,  N.J.  08723  U  S  A,,  Fax  201  461  9808 

P.O.  Box  13,  Great  Missenden,  Bucks,  HP16  ODQ,  ENGLAND,  Fax  44  494  890757 
Suite  0,  22nd  Floor,  Yiko  Industrial  Building,  10  Ka  Yip  Street,  Chaiwan,  HONG  KOf 
Fax  852  5589246 


vestment  Figures  of  the  Wee 


NTARY 

er  away  you  go  from  the 
es  industrials,  the  better 
market  looks.  The  broad- 
Drd  &  Poor's  500-stock  in- 
ed  to  on  all-time  high  on 
The  Dow,  while  making  a 
*/o  gain  for  the  week,  is  still 
'/o  below  its  high.  Tor- 
ue  chips  such  as  General 
BM,  and  Westinghouse 
hing  it  down.  Small  stocks 
to  moke  good  gains.  The 
OOO  index  rose  1 .4%.  The 
rket  was  less  robust,  as 
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STOCKS 

Nov.      May      Nov.     Nov.  19-24 


BONDS 

Nov.       May       Nov,     Nov,  19-24 


THE  DOLLAR 

Nov,       May       Nov     Nov  18-24 


52-week  change 
+  13.1% 


415  1100 


52  week  change 
+3.9% 


1430  90 

1420  23 


1  -week  change 
-0.3% 


1340  60 


52-week  change 
+6.7% 


I  -week  change 
+0.8% 


KET  ANALYSIS 


3CKS 

Latest 

%  < 
Week 

hange 

52-week 

FUNDAMENTALS 

latest 

Week  ago 

Year  ago 

ES  INDUSTRIALS 

3248.7 

1,3 

1  1.4 

OA  r\AV  TDCACIIDV  Dill  VICin 

VU-UAi  IKcA^UKi  BILL  TicLU 

3.29% 

3,21% 

4  51% 

PANIES  (Russell  1000) 

228.4 

1.2 

14.5 

30-YEAR  TREASURY  BOND  YIELD 

7.54% 

7,51% 

7.95% 

>MPANIES  (Russell  2000) 

210.8 

1,4 

20.1 

S&P  500  DIVIDEND  YIELD 

2.91% 

2.96% 

3,27% 

'AMIES  (Russell  3000) 

243,8 

1  2 

14  9 

S&P  SOO  PRICE/EARNINGS  RATIO 

22.8 

22.8 
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N  STOCKS 

Latest 

%  change  (loial  currency) 

TECHNICAL  INDICATORS 

LotesI 

Week  ogo 

Reading 

week 

S&P  500  26-week  moving  average 
Stocks  above  26-week  moving  average 
Speculative  sentiment:  Put/call  ratio 

415,3 
52,8% 
037 

414.9 
49,6% 
0.39 

Positive 
Negative 
Neutral 

(FINANCIAL  TIMES  100)             2727  1 
IIKKEIINDEX)                        17,096  1 

0,9 
1,9 

10.3 
-26.0 

(TSE  COMPOSITE) 

3259,3 

0  9 

-5.5 

Insider  sentiment:  Vickers  sell/buy  ratio 

1  96 

1.77 

Positive 

ISTRY  GROUPS 

BRIDGE  INFORMATION  SYSTEMS  INC 

/EEK  LEADERS 

%  change 
4-week  52-week 

Strongest  stock  in  group 

% 

4-week 

change 

52-week 

Price 

UNICATiONS  EQUIPMENT 

21.2 

5,9 

DSC  COMMUNICATIONS 

30  2 

297  4 

18  % 

14,5 

28,0 

GENESCO 

20  3 

69.0 

8  % 

NE  TOOLS 

13.4 

95,6 

GIDDINGS  &  LEWIS 

14.6 

83.4 

23  V2 

iE  TIME 

13.4 

19,3 

BALLY  MANUFACTURING 

28.9 

44.1 

6  '/s 

JRANTS 

1  1.8 

40,9 

SHONEY'S 

21  6 

14,1 

23  'A 

/EEK  LAGGARDS 

%  change 
4-week  52-week 

Weakest  stock  in  group 

%  change 
4-week  52-week 

Price 

MINING 

-14.7 

-20.5 

HOMESTAKE  MINING 

-19,6 

-38,3 

1 0  'A 

PLORATION  A(iD  PRODUCTION 

-10.7 

-19.3 

MAXUS  ENERGY 

-13,3 

-18,8 

6  '/2 

m  GAS  DRILLING 

-9.6 

21.0 

ROWAN 

-12,3 

33,3 

8 

ELL  EQUIPMENT  AND  SERVICES 

-7.7 

-0.3 

BAKER  HUGHES 

-12,0 

0.6 

20  1/4 

S 

-6.3 

-6.6 

CYPRUS  MINERALS 

-10,1 

26.0 

26  Ye 

UAL lUHDS 


MORNINGSTAR  INC 


s 

c  total  return 

% 

LAGGARDS 

Four-week  total  return 

% 

HANCOCK  SPECIAL  EQUiTIES 
:NT  SPECULATOR  LEVERAGED 
M  NEW  OPPORTUNITIES 

15,6 
13.5 
13,1 

UNITED  SERVICES  GOLD  SHARES 
LEXINGTON  STRATEGIC  INVESTMENTS 
VAN  ECK  INTERNATIONAL  INVESTORS 

-17  9 
-17  6 
-13  1 

total  return 

% 

52-week  total  return 

% 

TY  SELECT  SAVINGS  &  LOAN 
TY  SELECT  REGIONAL  BANKS 
ARK 

65,4 
50  1 
49,7 

LEXINGTON  STRATEGIC  INVESTMENTS 
UNITED  SERVICES  GOLD  SHARES 
VAN  ECK  INTERNATIONAL  INVESTORS 

-67  1 
-60,5 
-38,1 

S&P 500 
4-week  total  return 


Hl^^l  Average  fund 
52-week  total  return 


TIVE  PORTIOLIOS 


mounts 

It  the  present 

•  $10,000 

I  one  year  ago 

portfolio 

.ges  incJicate 
tola!  returns 


U.S.  stocks 
$11,667 

+  1.06% 


Hi 


nil 


Ti-easury  bonds 
$11,267 

-0.03% 


Money  market  fund 
$10,302 

+0.05% 


Foreign  stocks 
$9,743 

+  1.15% 


DATA  RESOURCES  INC 


(lold 

$9,117 

-0.61% 


this  page  are  as  of  market  close  Tuesday,  Nov  24,  1 992,  unless  otherwise  indicated.  Industry 
ude  S&P  500  componies  only,  performance  and  shore  prices  are  as  of  market  close  Nov  23, 


Mutual  fund  returns  are  as  of  Nov  20  Relative  portfolic 
explanation  of  this  page  is  available  on  request 


;  valued  as  of  Nov  23  A  more  detailed 
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Iditorials  \ 

BURNING  BRIGHT 

Getting  action  at  other  recent  activist  targets,  such  as  GM 
and  Sears  Roebuck,  took  years. 

Interestingly,  Westinghouse's  diversified  nature  made  it 
more  vulnerable  to  activist  shareholders  because  its  dispar- 
ate businesses  lend  themselves  to  a  fire  sale.  The  activistsj 
demanded  an  easy  retpedy,  and  the  market  applauded,  push-l 
ing  up  the  company's  stock  by  24%  on  the  day  of  the  restruc- 
turing announcement— despite  a  dividend  cut. 

But  a  more  iinportant  point  is  involved.  Westinghouse 
shows  just  how  dysfunctional  corporate  boards  can  be— par- 
ticularly at  diversified  companies.  No  one  believes,  anjonore, 
that  a  professional  manager  can  manage  any  kind  of  business. 
If  making  a  conglomerate  work  takes  exceptional  manage- 
ment, it  takes  exceptional  directors,  too.  Yet  despite  the 
need  for  greater  vigilance  caused  by  problems  in  many  of 
Westinghouse's  diverse  businesses,  the  company's  board  did 
little.  The  company's  finances  deteriorated,  its  market  perfor- 
mance declined,  and  its  investors  grew  angry,  but  its  direc- 
tors didn't  rise  to  the  challenge.  Wliat  made  Westinghouse  di- 
rectors think  they  could  be  effective  monitors  of  management 
at  a  troubled,  diversified  company  without  an  extra  effort? 
Notes  Stanford  law  professor  Joseph  A.  Grundfest:  "Where 
you  find  conglomerates,  you  often  find  a  dysfunctional  gov- 
ernance process." 

Tl'jl            1                    1                      111                   "I'll                 "11                        jj"                 '  I 

If  the  board  wants  to  burnish  its  tarnished  reputation,  it 
should  enact  many  of  the  reforms  activists  seek,  notably 
creation  of  a  nominating  panel  to  replace  depailed  directors. 

^^^^fl^ilh  stunninj^  speed,  Hon<^  Kong,  Taiwan,  Korea, 
^^■^^F  and  Singapore  are  bounding  over  technologifal 
■r    hurdles  and  entering  the  high-tech  sweepstakes, 
long  ihe  preserve  of  the  U.S.,  Japan,  and  Europe  (page 
126).  Korea  already  is  a  major  challenger  in  memory  chips, 
and  Taiwan  has  driven  the  profitability  out  of  personal  com- 
puters by  turning  them  into  low-margin  commodity  items. 

Although  this  creates  obvious  challenges,  it  is  also  a 
source  of  major  opportunities  for  Western  technology  comj)a- 
nies.  U.  S.  corporations,  such  as  Hewlett-Packard,  Intel,  and 
Motorola,  are  finding  that  strategic  alliances  and  invest- 
ments in  Hong  Kong,  Taiwan,  and  especially  Singapore  can 
give  them  a  competitive  boost.  Although  the  Americans 
possess  cutting-edge  technologies  in  their  labs,  they  have 
been  slow  in  getting  them  to  market.  That's  precisely  where 
the  Four  Tigers,  with  strong  human  capital  and  quick  turn- 
around times,  are  at  their  strongest.  The  blossoming  of 
U.  S.-trained  brainpower  in  Asia  is,  therefore,  an  asset. 

The  U.  S.  players  at  risk  are  the  ones  that  transfer  too 
many  of  their  most  advanced  technologies.  Throughout  the 
I)ostwar  era,  Western  companies  have  come  to  rue  the  day 
that  they  licensed  technology  to  then-obscure  Japanese  up- 
starts. Are  they  repeating  the  mistake,  only  on  a  grander 
scale? 

We  doubt  it.  These  Asian  economies  are  far  more  oi)en 
than  Japan's,  and  their  technology  strategies  are  not  winner- 
take-all.  Obviously,  U.  S.  companies  must  maintain  their 
overwhelming  edge  in  basic  technology  and  not  allow  them- 
selves to  be  hollowed  out.  U.  S.  companies  that  underestimate 
the  skill  and  energy  of  their  Asian  i)artners  could  be  in  for  a 
rude  shock,  but  an  even  harsher  fate  awaits  those  who  ignore 
Asia's  emerging  strengths. 

The  Tigers"  pattern  of  creating  reciprocal  alliances  with 
Western  comjianies,  of  attracting  world-class  talent  from 
such  soiu'ces  as  AT&T  Bell  Laboratories,  and  of  turning  them- 
selves into  savvy,  plugged-in  entrepreneurs  is  clearly  working. 
The  vertically  integi-ated  Japanese  giants  have  isolated  them- 
selves from  some  key  high-tech  trends,  such  as  the  explosion 
of  IHM-compatible  components.  The  Tigers  are  a  long  way 
from  dethroning  Japan.  But  their  winning  ways  may  one  day 
force  even  the  Japanese  to  respond. 

ftATT*  WHU  cayc  riicu 
IS  A  LAME  DUCK? 

|^p|he  transition  from  George  Bush  to  Bill  Clinton  has 
temporarily  given  the  U.  S.  powerful  leverage  to  move 
H  the  long-stalled  Uruguay  Round  of  trade  talks  ahead. 
Now  relatively  fi'ee  from  domestic  lobbying  pressures.  Pres- 
ident Bush  has  turned  his  lame-duck  status  to  advantage  by 
breaking  the  deadlock  with  the  European  Community  over 
farm  subsidies.  That  clears  the  way  to  resume  serious  bar- 
gaining at  Geneva  under  the  108-nation  General  Agreement 
on  Tariffs  &  Trade  on  the  full  range  of  global  trade  issues, 
from  textile  quotas  to  protecting  patents. 

Until  Jan.  20,  President  Bush  has  more  political  leeway  to 
make  tough  trade-offs  among  the  demands  of  competing 
U.  S.  economic  sectors  than  incoming  President  Clinton  is 
likely  to  have.  But  Bush  certainly  will  insist  that  key  trading 
partners  dismantle  long-standing  trade  barriers.  Tokyo,  for 
one,  can't  be  allowed  to  l^lock  rice  imports  while  it  benefits 
from  open  global  markets  for  its  huge  exports  of  cars  and 
electronic  goods.  And  India  and  Brazil  can't  rip  off  U.  S. 
pharmaceutical  patents  on  the  pretense  that  economic  under- 
development gives  them  the  right  to  do  so. 

The  GATT  negotiations  can  lift  the  global  economy  out  of 
the  doldrums  by  unleashing  a  vast  surge  of  new  trade.  More 
than  that,  the  bargaining  is  a  chance  for  each  country  to  un- 
shackle its  productive  powers  by  getting  rid  of  protections 
and  subsidies  that  hobble  domestic  producers.  President 
Bush,  in  what  could  l)e  one  of  his  greatest  achievements,  has 
led  the  way. 

DO-LITTLE  BOARD 

estinghouse  Electric  Corp.'s  i)oard  of  directors 
^^l^^v  provides  yet  another  example  of  failed  corporate 
Wf   governance.  Even  though  the  company  was  tee- 
tering on  the  brink  of  financial  disaster,  it  was  investor 
pressure— not  the  board— that  moved  CEO  Paul  E.  Lego  to  act 
(page  32l.  The  activist  institutional  investors  that  began  ag- 
itating this  summer  can  take  heart  that  Lego  finally  moved. 
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Four  reasons  to  buy  aTI  microLaser™  printer. 


i 


example.  With  its  hi^  duty  cycle  of 
lO.OCO  pages-per-month*  ana  a  standard 
oneyear  limited  warranty*  *,  you  can  rely 
on  your  microLaser  to  work  the  first  time, 
every  time,  for  years. 

4.  Value  Starting  as  low  as  $999 1.  there's 
a  microLaser  designed  to  fit  any 
budget  From  the  single  user  all 
the  way  up  to  a  network.  Con-  Dsffl 
sider  this,  Ido:  microLaser's  average  cost 
per  page  is  only  1.9  centst, while  some 
laser  printers  average  around  3.3  cents. 
The  microLaser  not  only  makes  sense,  it 
saves  you  money,  too. 

For  details  on  the  ri^t  microLaser  for 
you  and  the  name  of  the  nearest  dealer,  call 

1-800-527-3500. 

The  micToUser  PS17  has  earned  the  1990  PC  World  Best  Buy 
award;  microLaser  PS35  has  earned  the  1990  /n/oWorU  Excellent 
Value  award  and  4'/;  mice  from  MocUser.  Odxjber  1990. 

Texas 
Instruments 

'Based  on  estimated  typtcal  usat^  * '  For  more  mhimiation  on  service  upgrade  options,  call  l-60(>847-5757  in  the  U.S.  and  1-800-268^314  m  Canada.  tSuggested  retail  pnc-e  —  dealer  pnces  may  vary  tBased  on  suggested  retail  pnce 
of  oonsuniables  and  appmximate  page  coverige  raDng  tor  each  a)nsmnable  at  4%  Uack  (toner,  dev^c^per  and  OPC).  microLaser  is  a  trademart  of  Toas  Instniments  lno;irp_'rated  Mic-n:)S("tlT  and  DOS  are  registered  tTademarl(i.  and  Windows 
IS  a  trademark  of  MicR)sottO'rp<>nitit)n  Adobe,  PostScript  and  the  PostScnpt  logo  are  registeied  trademarks  of  Adobe  Systems  lncorpi>rated  which  may  be  registered  in  certain  junsdicoons.  Laserjet  is  a  registered  trademark  of  Hewlett- 
Packard,  Inc  Apple  and  Maantosh  are  legisteied  trademarks  of  Apple  Computer,  Inc.  OS/2  is  a  registered  trademark  of  International  Business  Machines  Coiporanon.  UNIX  is  a  registered  trademark  of  AT&T,  ©1992  TI  76543 


Now  there's  a  way  for  you  to  put  the 
power  of  Microsoft®  Windows™  on 
paper  —  microLaser  fk)m  Texas 
Instruments. 

Designed  to  be  Windows-compatible, 
there's  a  microLaser  just  ri^t  for  your 
needs,  whether  you  need  a  personal  or 
shared  printer.  Here's  why:  jyjjcyser 
L  Compatibility  With  HP  *  *  *  *  i  2 
LaserJet®  emulation  and 
Adobe*  PostScript*  software,  microLaser 
easily  supports  your  demanding  applica- 
tions. And  with  our  Microsoft  Windows 
driver,  set  it  and  forget  it  with  all  Windows 
applications. 

Not  only  does  PostScript  give  you  scalable 
outline  fonts  and  graphics,  it  also  means 
that  your  microLaser  works  in  computing 


environments  like  Windows,  IXDS*, 
Apple*  Madntosh*,OS/2*  and  UNIX*. 

2.  Performance  postscript* 

When  it  comes  to  Software  F,om  Adobe 

printing  hi^-quality  documents  fast, 
microLaser  really  makes  you  look  good. 
At  either  nine  or  16  pages-per-minute, 
microLaser  printers  speed  you  throu^ 
documents  in  a  hurry.  Plus  PostScript 
means  what  you  see  on  your  screen  is 
what  you  get  on  paper.  You  can  even  tur- 
bocharge  your  microLaser  with  a  RISC 
processor  for  blaiing  fast  graphics. 

3.  Reliability  When  you  buy  a 
printer,  you  want  it  to  ^rint  And 
print.  And  print.  That  s  just  what 
the  microLaser  does. 

Take  our  personal  microLaser  Plus  for 


Features 

microLaser  Plus 
Basic 

microLaser  Plus 
PS17/PS35 

microLaser 
Turbo 

microLaser  XL 
Turbo 

PPM 

Emulation 
Processor 
Fonts 
List  Price 

9  ppm 

HPUserJetll 

68000 

14  HP  Fonts 

$999 

9  ppm 

HPLJll/PostScript 

68000 

17  or  35  Scalable 
$1,399/$1,499 

9  ppm 

HPLJlI/Pos6criptll 
RISC/8220 
35  Scalable 
$1,749 

16  ppm 

HPLjU/PostScnpt  11 
RISC/8220 
35  Scalable 
$3,649 

My  father  had  a  saying,  "Anyone  who 
says  they  never  had  a  chance  never  took 
a  chance."  With  that  in  mind,  my  partner 
and  I  started  The  Sardine  Factory  with 
$960  and  a  cheap  space  up  a  staircase 
on  'he  wrong  side  of  the  tracks.  All  the 
right  ingredients  for  a  smashing  success. 


yesterday  are  the  mediocre  restaurants 
of  today  and  they'll  be  out  of  business 
tomorrow  unless  they  keep  changing  and 
keep  evolving  with  their  customers. 

I  think  American  Express  has  the  same 
kind  of  philosophy— they're  going  to  do 
what  it  takes  to  keep  the  seats  filled  here. 


■a 


S  B^m  PREPARED  TO  EAT 
(OF  OOURSE  A  NlOE  SAUOE 


B  HELPS.) 


We  were  young,  we  worked  hard,  and 
some  nights  we  even  slept  there. 

The  way  I  see  it,  we  haven't  got  a 
choice  but  to  gamble  on  something  new 
and  exciting.  If  you're  in  the  restaurant 
business,  you've  got  to  keep  changing 
with  the  times.  The  great  restaurants  of 


And  I  think  that  overall,  American  Express 
customers  are  by  far  the  higher  profile 
customers  for  fine  dining.  They're  sending 
me  people  who  appreciate  that  I  go  out  on 

a  limb.  After  all,  that's  where  the  fruit  is. 

Ted  Balestreri 
Co-Founder,  The  Sardine  Factory 
Monterey,  California 


ere's  the  bottom  line  on 
Unisys  services. 

Your  bottom  line. 


The  bottom  line  for  any  customer 
is-the  bottom  line.  So  it  shouldn't  be 
surprising  that  Unisys  Services  focus  on 
exactly  that. 

With  decades  of  experience  serv- 
ing business  and  government,  Unisys  is 
committed  to  a  bottom-line  test:  unless 
an  information  systems  plan  is 
designed  to  serve  the  customer's  busi- 
ness plan,  it  amounts  to  little  more 
than  technology  for  its  o  wn  sake.  Sup- 
plying technology  is  not  the  object. 
Applying  technology  is. 

That's  why  our  systems  integration 
services  help  you  wring  full  value  from 
your  investment  by  making  your  many 
systems  work  cost-effectively  together. 
It's  why  our  consulting  services  harness 
technology  to  business  goals,  not  the 
other  way  around.  It's  why  our  applica- 
tion development  process  helps  identify 
desired  cost-saving  and  revenue- 
generating  results  before  we  design  the 


applications  on  which  those  results  will 
depend.  It's  why  our  education  services 
teach  customers  how  to  optimize  the 

U\iSYS 

We  make  it  happen. 


relationship  between  people  and  tecl 
nology.  It's  why  Unisys  outsourcin 
enables  customers  to  lower  costs  ani 
sharpen  competitiveness.  j 
Call  us  at  1-800-874-8647,  ext.  is! 
Ask  how  Unisys  Services  can  help  youi 
business.  It's  our  bottom  line. 


C  199J  Inisys  CnrporatMi 
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MOVE 


The  next  generation 
of  Americans— 
46  million  people 
between  18  and  29— 
is  coming  on  strong. 
Call  it  Generation  X. 
It's  about  to 
change  our  lives. 
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Ask  for  PCs  with  the 
Intel  Inside  symbol. 


When  you  see  the  Intel  Inside 
sticker  on  the  outside  of  a  PC,  you 
know  there's  an  Intel  32-bit  microprocessor 


inside.  What  you  may  not  know  is  that 
Microsoft  Boriand,  Lotus,  Novell,  plus  thousan( 
of  other  software  developers  write  and  test 
their  applications  on  that  same  vital  ingredien 
a  genuine  Intel  CPU.  ; 
At  Intel  we  subject  all  our  microprocessor 


%  1992  Intel  Corporalion  iniei4S6    a  trademark,  and  Intel  Inside  and  the  Intel  Inside  logo  are  registered  trademarks  of  Intel  Corporation- 


/are,  look  for  this  symbol. 


extensive  testing.  For  example,  each  your  next  PC.  It's  your  libraiy  card  to  the 

el486  CPU  actually  goes  through  over  10  worlds  most  populai"  software  applications, 
llion  tests.  This  assures  you  that  it  ftinc-  For  more  information,  call  1-800-228-4549. 

ns  identically  to  the  one  your  softwai'e 
s  tested  on. 

So  look  for  the  Intel  Inside  symbol  on 
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The  production  index  increased  during  ^  ^  ^  ■  i^ced  Nov.  21  On  o 
seosonaiiy  cd|usted  £>osis.  the  output  levels  of  au'zi  tti'  .  z:*er,  and  poperboard 
rose  OS  did  roii-freight  traffic  Truck,  crude-oil  re'"  ccci  poper,  and  lumber 
production  declined,  while  steel  output  was  unchanged  from  the  previous  week. 
Before  calculation  of  the  four-week  moving  average,  the  index  stood  ot  184_9,  up 
from  1 84_5  in  the  preceding  week. 

bW  prodi>ction  mdei  copyncht  T992  Ov  McGrcw^Hiil  tnc 


The  leading  index  edged  slightly  higher  dunng  the  week  ended  Nov.  21,  as 
index  signals  Detter  economic  times  in  1993  Higher  stock  prices,  lower  borxJ  yie 
ond  some  improvement  in  the  growth  of  moteriols  prices  offset  o  large  rncreose 
the  number  of  business  failures  and  slower  growth  in  reol  estote  locns.  The  grxr 
of  M2  was  unchanged  from  the  preceding  week.  Before  colculotion  of  the  four-wi 
moving  averoge,  the  index  fell  to  218.8,  from  219.7. 

vnchl  1992  bv  Center  for  (nterTXjrionc!  au 
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Lotert 
week 

Week 
ago 

Change 
year  ago 

STEEL   ■■  2S.thous  ornettons 

■  76' 

I  739  = 

8  4 

AUTOS    ■  ■  28)  units 

80,176 

103,994r= 

15  6 

TRUCKS    ■  1  28)  units 

58,971 

93,935r= 

22  5 

ELECTRIC  POWER    ■  ■  28)  millions  of  kilowatt-hours  54,091 

56.047  = 

0.9 

CRUDE-OIL  REFINING  i  i  ,  28)  rhous  of  obi 

day       13  580 

13  473  = 

4  9 

COAL        2  '  the  js.  of  net  tons 

20  258 

-6  3 

PAPERBOARD  c  1,  21]  tfious.  of  tors 

8-  1  9= 

783  Ir 

3  ■ 

PAPER      "  2  ' '■  thous  of  tons 

798. Or 

2  3 

LUMBER      ;■  miilionsofft 

488  0 

-5  4 

RAIL  FREIGHT      1/21)  billions           -  - 

22,5= 

22.2 

2.3 

Amencc"  Petroleum  Institute  Enerc*  Z%z'  -~er 
of  American  Roilroods 

can  Paper  Institute,  W^VPA  ,  SFPA- 

Association 

Urtest 
week 

Week 
sgo 

Year 
ogo 

JAPANESE  YEN    :  : 

1  2- 

:24 

129 

GERMAN  MARK    :  : 

•  57 

1 .61 

1  59 

BRITISH  POUND    :  : 

55 

1.52 

1.80 

FRENCH  FRANC    2  2, 

5  36 

5.45 

5  42 

CANADIAN  DOLLAR  |i2  21 

2S 

■  29 

SWISS  FRANC  :2  2; 

■  39 

MEXICAN  PESO    2  2 

3,100 

3,101 

3,074 

Sources;           Se*^  >'D''k  dc^^ks  C-Tencies  expressed  in  units  per  U.S-  dollar,  exce 

pc,-c  ex;;ressea  n  oo.  crs 

pt  for  British 

Latest 
week 

Week 
ago 

Change 
year  ago 

GOLD      2  2:  S„  troy  02 

335  650 

33<;.300 

-8  1 

STEEL  SCRAP  (12,  l)  =1  heavy  S,  for 

89  00 

89.00 

-5  3 

FOODSTUFFS  ni/30)  index,  1967=100 

201  3 

202  4 

-1  0 

COPPER  ,1  28)  c/ib. 

1  00.5 

100.5 

-7  7 

ALUMINUM  2S)c/ib 

54  0 

53  3 

4  9 

WHEAT   •  \  28)  =2  hard,  S/bb 

3  84 

3  77 

1  9 

COTTON  ;  11/28)  strict  low  middling  M  lom 

-c,ib  50.73 

50.79 

-5  6 

Sources:  London  Weanesdcy  final  setting,  Chicago  maricet  Commodity  Research  Bureau  Me-o  5 
W'eev  Kansas  City  moriet  Memphis  mori^et 
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ago 


STOCK  PRICES    ■  2:-'S&P500 

422.61 

CORPORATE  BOND  YIELD,  Aoa  (i' 
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8  06=,- 

8  07% 

INDUSTRIAL  MATERIALS  PRICES  (i 

'■27) 

96.9 

96  5 

BUSINESS  FAILURES    '  20: 

396 

344 

REAL  ESTATE  LOANS    ■    8  dJ;o-s 

S400  9 

S402  7- 

MONEY  SUPPLY,  M2  ' :    6  o  'l  o-. 

s 

S3  438.1 

53,437  5r 

INITIAL  CLAIMS,  UNEMPLOYMENT 

"  4  •  thous 

374 

386 

Sources:  S-c-ccrc  i  Foe  s  Vccc.  s  -c-c  o- Co^imerce  (index:  i 980=1 00),  Dun  &  I 
street  [failures  of  large  compomes).  Federal  Reserve  &oord  Labor  Dept.  CIBCR  seasonally  at 
dato  on  business  failures  and  real  estate  loons 
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month 


Month      -■;  Cbi 
ogo  year 


12  LEADING  INDICATORS  COMPOSITE  iOci),ndex  149.1 


148  5r 


PERSONAL  INCOME    Cc;  )  annual  rate,  billions        55,130.2  55,079,lr 


CONSUMER  SPENDING  Oct )  billions 


54.158  3  54.129.2 


PURCHASING  MANAGERS'  INDEX 


55  OS 


50.6=  = 
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week 
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ago 


Ch 
year 


MONEY  SUPPLY,  Ml  'i 

51  023  2 

51  .019.1r 

BANKS'  BUSINESS  LOANS 

278.6 

278  9 

FREE  RESERVES  ;:' 

1  229 

661r 

NONFINANCIAL  COMMERCIAL  PAPER    '  '81 

150.0 

149.0 

Sources:  Federol  Reserve  Boord  (in  billions  eicep*  * 
■N*>*e9i;  Dericxiip  -^ilKonsi 

;r  free  reserves 

which  ore  expressed 

1  !,!  I.J  M  J<,in..<^^^^^^H 
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week 

Week 
ago 

FEDERAL  FUNDS    2  ' 
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2  39=  = 

4.; 

PRIME    2  2) 

6.00 

6  00 
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3  77 

4.< 
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3  79 

3.68 

4.f 

EURODOLLAR  3-MONTH    '  :s 

3  78 

3.79 

4< 

-Raw  data  in  fhe  production  indicators  ore  seasonally  adjusted  in  computing  the  BW  index  (chart);  other  components  (estimoted  and  not  listed)  include  machinery  and  defense  equip* 
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'REINVENTING  AMERICA': 

THE  FLOOR  IS  OPEN  

From  the  opening  "It  can  be  done"  to 
the  succinct  summary,  you  have  the 
blueprint  to  again  make  us  the  world 
leader  ("Reinventing  America,"  1992  Bo- 
nus Issue).  It  would  have  been  nice  to 
have  Ross  Perot  to  direct  the  traffic. 

Keep  hammering  at  the  U.  S.  world  of 
business,  politics,  academia,  and  more 
important,  each  of  us.  It  must  be  done! 

Robert  W.  Nikander 
President 
C.  A.  Briggs  Co. 
Willow  Grove,  Pa. 

Turning  each  page  was 
like  opening  a  pre- 
cious gift. 

Evanne  Geltzeiler 
Mountainside,  N.  J. 

You    have  reinvented 
America  as  deja  vu 
all  over  again. 

Urban  A.  Thobe 
Barrington,  III. 

What  a  wonderful 
[introductory]  es- 
say! What  inspiring  ideas! 
This  writing  should  be  required  reading 
for  every  high  school  and  college  stu- 
dent. Ditto  for  every  CEO,  manager,  and 
worker  in  America!  For  my  part,  I'm 
going  to  make  it  part  of  the  syllabus  for 
my  training  seminars  for  business  exec- 
utives. 

Claude  Farley 
Bothell,  Wash. 

I loved  the  issue.  I  would  add  three 
recommendations: 

■  Reduce  the  five  military  services  to 
just  one. 

■  Eliminate  paper  money  (retaining 
coins).  All  purchases  of  goods  and  ser- 
vices would  be  by  credit  card,  personal 
check,  or  bank  debit  card.  This  would: 
virtually  eliminate  drug  dealing  and  use; 
reduce  other  economic  crimes,  such  as 
auto  theft  and  bank  robbery;  and  vastly 
improve  tax  collection  as  the  "under- 
ground economy"  is  destroyed. 

■  Litigation  reform.  Mandate  "no  fault" 


laws  for  auto  insurance,  medical  mal- 
practice, and  product  liability.  To  stop 
frivolous  lawsuits,  require  the  loser  to 
pay  winner's  legal  costs. 

John  W.  McLean 
Covina,  Calif. 

You  overlooked  one  extremely  impor- 
tant aspect  of  the  global  market- 
place. World-class  products  must  be 
built  to  metric  specifications  to  be  com- 
petitive. Europe  has  banned  the  importa- 
tion of  nonmetric  products  as  of  the  end 
of  1992.  The  Japanese  stated  that  the 
lack  of  metric  specifications  of  American 
products  is  an  impediment  to  trade  with 
the  U.S.  It  is  high  time  the  U.S.  dis- 
cards an  outdated  jumble 
of  units. 

Hal  Streckert 
Rancho  Santa  Fe,  Calif. 

The  real  estate  reces- 
sion from  which  we 
have  still  not  recovered 
was  a  direct  result  of  the 
Accelerated  Cost  Recov- 
ery System  enacted  in 
1982,  which  led  to  a  boom 
in  commercial  real  estate 
construction  and  by  the 
late  1980s,  to  a  glut  of  un- 
derutilized office  build- 
ings and  shopping  malls  all  over  Ameri- 
ca. The  following  bust  contributed  to  the 
savings-and-loan  association  disaster.  I 
realize  that  the  BUSINESS  WEEK  plan 
calls  for  expensing  equipment,  not  real 
estate,  but  you  have  to  be  very  careful 
about  tinkering  with  depreciation  rules. 

Burwell  Goode 
Weston,  Conn. 

We  should  immediately  initiate  an 
industrial  policy,  appointing  an 
Industrial  Policy  Board  with  full  author- 
ity to  "reinvent"  our  manufacturing 
base,  reviving  industries  needed  to  pro- 
vide jobs  for  our  workers. 

The  formula  was  established  by  Presi- 
dent Reagan  in  1984,  when  he  intro- 
duced "market  sharing,"  giving  the  U.  S. 
steel  industry  80%  of  our  market  to  en- 
able the  industry  to  survive  unfair  for- 
eign competition.  The  results  are  histo- 
ry: The  industry  survived  and  prospered. 
Using  the  market-sharing  approach. 


BUSINESS  WEEK 
DECEMBER  14,  1992  ***3297 
ISSN  0007-7135 

F'ubhshfil  wt-eklv.  exce[jt  for  one  issue  in  January,  bv  McGraw-Hill. 
Inc-  Founder:  James  H,  McGraw  (l«(i0-l!)48)- 

Executive,  Editorial.  Circulation,  and  .'Advertising  Offices:  McGraw- 
Hill  Buildinc.  1221  .-Avenue  of  the  Americas.  New  York.  N.Y.  10020, 
Tel.-iib"ii.    rjl  Ji  -,12-2000.  Domestic  Telex:  12-7il60;  International  Te\- 
esL'  :j:i     '    !  i     MrGraw-Hill  New  York;  TWX:  710-581-4879. 
I  S  .!e  $44  9.5  per  year;  2  years.  $74.95;  3  years.  $99.9.5. 

SniKl':  '"['1'  Write  for  rates  in  other  countries. 

Subscriber  Services  1-800-635-1200.  TDD:  1-800-554-1.579 


European  Circulation  Center.  McGraw-Hill  House.  Manlenlicail.  Berks. 
England.  Telephone:  IO(i2K|  2:m:(1.  Telev  84Si;4l). 

Postmaster:  Please  send  .„l,lr....  .  h^-r*  to  BUSINESS  WEEK.  P.O. 

Box  430,  Hight-stiiwn.  N  1         '   d-class  posUge  paid  at  New 

York,  N.Y'..  and  at  additi.H  .    ■  nces.  Postage  paid  at  Montreal. 

P  Q.  Registration  N'limlni  i"   K.f  tered  for  GST  as  McGraw-Hill. 

Inc  GST  =R12307.5673.  Copyright  '  1992  by  McGraw-Hill  Inc  .-ill  rights 
reserved.  Title  registered  in  U.S.  Patent  Office. 

Officers  of  McGraw-Hill.  Inc.:  Joseph  L.  Dionne,  Chairman.  President 
and  Chief  Executive  Officer:  Robert  N.  Landes,  Executive  Vice  Presi- 
dent, General  Counsel,  and  Secretary;  Harold  W.  McGraw.  Ill,  Execu- 
tive Vice  President;  Frank  D.  Penglase,  Senior  Vice  President.  Trea- 
sury Operations. 


PHOTOCOPY  PERMISSION:  Where  necessary,  permission  is  granted  by  the  copyright  owner  for  those  registered  with  the  Copyright  Clearance 
Center  (CCC).  27  Congress  St..  Salem.  Mass.  01970,  to  photocopy  any  article  herein  for  the  flat  fee  of  SI. .50  per  copy  of  each  article.  Send  payment 
to  the  CCC.  Co[)ying  for  other  than  personal  or  internal  reference  use  without  express  permission  of  McGraw-Hill'is  prohibited,  .address  requests 
fur  customized  bulk  reprints  to  Business  Week  Reprints,  P.  0.  Box  457.  Hightstown.  N.J.  08.520.  or  call  fi09  426-5494.  ISSN  0007-7135/92/$2.75 


NORTHSTAR  SYSTEM:  32-VALVE,  295-HP  V8  •  ROAD-SENSING  SUSPENSION  •  TRACTION  CONTRO 

I  


UNTIL  NOW,  SOME  THOUGHT  LUXURY  IMPORTS  WERE  BETTER  ENGINEERED. 

CHANGE 

Introducing  the  Cadillac  Seville  STS  with  the  Northstar  System.  At  its  heart  is  a  295-hp  V8  so  advanced, 

IS  ON  THE 

its  first  scheduled  tune-up  is  at  100,000  miles.  At  60  mph,  its  Road-Sensing  Suspension  reads  the  contours  of 

HORIZON 


the  road  one  inch  at  a  time.  Further  enhancing  driver 


confidence.  Traction  Control  helps  limit  unwanted 


100,000  miles  between 
scheduled  tune-ups:  the 
equivalent  of  four  trips 
around  the  world. 


wheel  spin  at  any  speed.  And  dual  air  bags  complement  the  inherent  safety  of  the  Seville  STS,  which  even 


passes  1997  federal  side-impact  standards. 


SEVILLE  STS. 


CHANGING  THE  WAY  YOU  THINK 
ABOUT  AMERICAN  AUTOMOBILES. 


Huiklt  L'p  America! 
c»92GMCorp  All Righls Reserved. 
.  SEVILLE.  NORTHSTOR.  CADILLAC. 


iS  •  SPEED-SENSITIVE  STEERING  •  PLUS  DUAL  AIR  BAGS  PLEASE  CALL  1-800-3334CAD 


i^s  u'r/te.  A  Wt/tcrnu/H  expresses.  For  more  than  a  cattury,  this  MsUucUoh  ims  retnaiued  cousUmt. 
in  the  precise,  pamstaking  toolim].  In  the  meticulous  balancmcj.  In  the  elecjant  stylnu]  dccenfeti  with  precious  metals. 
For  example,  the  Rhapsody  Red  Ripple,  f  \  pictured  above,  recaptures  all  the  romance  oj its  i92o's  original. 


Wa 


D,l(mJs  WATERMAN  Macyk 


PARIS 


^RRECTIONS  &  CLARIFICATIONS 

able  that  accompanied  the  stoi-y 
iw  managed  funds  managed  to  do 
loorly"  (Finance,  Nov.  23)  misstated 
return  of  the  Dean  Witter  Principal 
,  fund.  The  fund's  actual  return  for 
1  to  Sept.  80,  1992,  was  a  7.7'a 


A  bit  of  a  rut  at  The  Gap"  (Market- 
Nov.  30),  we  misstated  the  position 
adder,  Peabody  &  Co.  analyst  Jean 
3'Neill.  She  has  a  "buy"  recommen- 
on  on  The  Gap's  stock. 


■ould  swiftly  revitalize  the  apparel, 
,  electronic,  auto,  machine,  ceramics, 
)uter-chip,  and  countless  other  in- 
ries  whose  jobs  have  been  consis- 
y  exported  under  unrealistic  govern- 
;  policies. 

George  Vargish 
Saddle  River,  N.  J. 

link  you  have  covered  all  the 
ses — but  one.  One  of  our  nation's 

important  deficits  at  the  moment  is 
loral  deficit.  And  morality  has  no 

foundation  except  in  religion.  The 
rtance  of  morality  and  religion  to 
responsible  exercise  of  freedom  is 
lere  mentioned  in  your  otherwise 
rabJe  issue. 

R.  Heath  Larry 
Delray  Beach,  Fla. 

kost  companies  can  no  longer  look 
to  cost  for  lasting  competitive  ad- 
ige.  The  new  focus  is  on  employees 
le  essential  investment  in  achieving 
letitive  differentiation.  Making  that 
en,  however,  means  restructuring 
raditional  workplace  and  developing 
rk  force  with  the  skills  and  motiva- 
necessary  to  compete  in  today's 
h  global  economy. 

C.  Roland  Stichweh 
Managing  Director 
Human  Resources 
Consulting  Services 
Towers  Perrin 
New  York 

rhy  not  send  a  copy  of  it  to  the 
new  President,  his  Cabinet,  and 
lembers  of  Congress?  It  is  focused 
direct,  and  could  serve  as  a  model 
heir  actions. 

Richard  A.  Newman 
Cincinnati 

'plaud  much  of  "Reinventing  Ameri- 
My  most  important  criticism  con- 
5  price  stabilization.  How  much 
!r  will  we  continue  to  rely  on  using 
iployment  to  stabilize  prices?  As 


Lifelike  sound 
from  Virtually 
Invisible  speakers? 

The  Answer  Is  Acoustimass: 


The  Bose 

Acoustimass-5  Series  II 
Speaker  System 

Replace  your  bulky, 
outdated  speakers  with 
Bose  breakthrough 
speaker  technology, 
and  your  eyes  won't 
believe  your  ears. 

Save  $100 

For  a  limited  time,  save 
at  least  $100  when  you 
replace  your  old 
speakers  with  black  or 
white  Acoustimass-5 
speakers  at  participat- 
ing authorized  dealers- 
For  details,  please  call 
toll-free: 

1-800-444-BOSE 
Ext.  188 

UbA  ,1111.1  L„iii.u.l,i,  Weekdays 

8  30AM-9PM,  Salurday  9AM-'"iPM  (ET) 


"...its  powerful,  room-filling  sound 
emerges  from. ..speakers  that  could 
easily  be  held  on  the  palm  of  one's 
hand..."  -  Julian  Hirsch,  Stereo  Review.  1991 


Better  sound  through  research 


I'.i  190J  Buif  CutpuLilion,  IhuMutii 
Framingluim  MA  01 701-1168  USA 


GIVE 


It  collects  your 
thoughts.  It 
takes  your  notes 
and  memos. 
Yet  the  unique 
Olympus  L400 


Microcassette'" 


Never 


Call  l-HO(l->>l-,m).  I'XI.  42 for 


Recorder  weighs 
less  than  your 
wallet  and  hides 
in  your  hand. 
So  consider  the 
bilities.  All 
m  Olympus. 

r  a.'. 


Desktop  Solutions 

A  Videomagazine  on  Business  Solutions 


nes  suggested,  in  order  to  promote 
■i  stability  and  growth  in  free-market 
lomies,  you  need  control  over  the 
ey  supply  (the  Fed  does  this),  invest- 
t  (government  stabilization  policies 
;his),  and  the  wage-bargaining  pro- 
— which  we  don't  have, 
government,  business,  and  labor  co- 
■ate  on  an  "incomes  policy"  to  keep 
e  gains  consistent  with  productivity 
s,  then  there  is  no  reason  why  we 
t  have  a  high-growth,  low-unemploy- 
t,  and  low-inflation  economy. 

Ted  P."  Schmidt 
Assistant  Professor  of  Economics 
Buffalo  State  College 
Buffalo 

kur  country  has  become  the  nation 
'that  de  Tocqueville  predicted  it 
it  become  in  his  book  Democracy  in 
'ricn.  written  in  1880 — a  tyranny  of 
majority!  Japan's  subtle  economic 
3S  that  glue  the  nation  together  will 
eed,  while  ours,  based  on  laws,  will 
inue  to  decline. 

Robert  L.  Tracy 
Lancaster,  Mass. 

fhile  I  heartily  agree  with  the  ob- 
jective, how  do  we  get  corporate 
ds  to  take  more  clout? 
t'ter  a  long  career  in  senior  manage- 
t,  I  have  rarely  seen  one  where  the 
d  took  seriously  the  one  (and  only?) 
onsibility  that  really  counts — name- 
)  select,  realistically  grade  the  per- 
lance  of,  and,  when  appropriate, 
firm,  timely  action  to  correct  unsat- 
■tory  performance  of  the  chief  exec- 
>  officer. 

seems  to  me  we  need  rules  that 
i  board  member  selection  out  of  the 
Is  of  the  CEO.  Good-ol'-boy  cronyism 
ts  shareholders,  employees,  and  the 
omy  of  this  country.  Isn't  it  exciting 
ee  the  one  notable  current  excep- 
-GM? 

Edward  E.  Hale 
Florham  Park,  N.J. 

ere  is  an  attempt  to  boil  it  all  down 
to  a  few  inclusive  and  versatile 
s.  Needed:  tough-minded  leadership, 
mpowerment  of  people  at  all  levels, 
asive  service,  individualism  at  all 
s,  and  focusing  with  monomaniacal 
isity  on  quality  throughout  society. 

Joe  Batten 
Des  Moines,  Iowa 

our  photo  essay  ("The  face  of  the 
global  economy")  incorrectly  credit- 
he  creation  of  basketball  as  an 
erican  invention."  Rather,  basket- 
was  invented  by  a  Canadian,  Dr. 
?s  A.  Naismith,  a  clergyman  who  is 
tive  of  Almonte,  Ont.,  and  a  gradu- 


lifelike  home 
theater  sound  from 
Virtually  Imrisiblr 
speakers? 

The  Answer  Is  Acoustiinassr 


"Hear  it  and  be  convinced  for  yourself" 

~  Julian  Hirsch,  Stereo  Review,  1991, 
abniit  Acoustimass-5  Series  II  speakers 


The  Bose 

Acoustimass-7  Home 
Theater  System 

Build  your  home  theater 
system  with  Bose  break- 
through speaker 
technology  and  get  life- 
like sound  and  more 
space  to  enjoy  it. 

Save  $100 

For  a  limited  time,  save 
at  least  $100  when  you 
buy  Acoustimass-7 
home  theater  speakers 
at  authorized  dealers. 
And  add  a  pair  of  Bose 
101  speakers  for  your 
rear  channel  at  half 
price.  For  details, 
please  call  toll-free: 

1-800-444-BOSE 
Ext.  189 

USA  and  Canada,  Weekdays 

8  30AM-9PM  Saturday  9AM-SPM  (FT) 


Better  sound  through  research 

Framrngham  MA  0170' 


Get  Relief  From 
Back  &  Neck  Pain 

A  Conservative  Therapy, 
Comprehensively  Applied 

77/1'  Back  M?d/»/t''  ^'  combines  tlic  most  effective  ways 
to  attain  relief  from  back  and  ntxk  pain  into  one  easy  to 
use,  safe  unit  designed  to  help  you  return  to  a  more  norma], 
pain  free  life.  And  it  feels  good,  even  if  you  hurt. 
How  Tlie  Back  Machine  Works: 

•  hAissa^c  -  Soft  rollers  massage  muscles,  ina'easing 
circulation,  reducing  muscle  spasm,  tension  and  stress. 

•  Stixidim^  -  Muscles  are  passively  stretched,  inaeasing 
flexibility  and  redudrig  pain. 

•  Traction  -  Mild  traction  restores  spine  lengtli  and  pUabUity, 
relieving  disc  pressure. 

•  Mobil izntioii-  Restoration  of  movement  occurs  and  promotes 
alignment  of  tlie  spine. 

Five  Years  of  Qinical  Use 
Tested  by  doctors,  physical  tlierapists,  and 
chiropractors,  Tlic  Back  Midline  has  proven 
safe,  effccti\  e,  and  comfortable. 
60-Day  Home  Trial 
We're  so  confident  vou'll 
experience  back  pain 
relief  tliat  we  offer  Hic 
Back  Macliinc  witli  an 
unconditional  60-day 
money  back  guarantee. 
Call  or  Write  Today  For  FREE 
BROCHURE  AND  VIDEO 

1-800-433-5599 


□YES! 


I  want  to  relieve  my  back  pain. 
Please  send  me  a  FREE  brochure  and  Video. 

□  VHS    □  BETA 
Name   


Address 
City  _ 
State 


Zip 


Evening  Phone  (  )_ 


Back  Technologies 

2525  West  Casint)  Road  •  Everett,  WA.  98204 
1-800-433-5599 
©  1992  Back  Technologies  Inc.  Dept.  704 
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For  Every  You, 
There's  A  Fujitsu. 


The  portable  office. 
It  can  be  the  ultimate 
status  symbol  -  and 
the  ultimate  necessity. 
Whatever  the  appli- 
cation, an  essential 
part  of  the  portable 
office  is  the  Pocket 
Commander  Stylus™ 
from  Fujitsu.  Fujitsu's 
Pocket  Data  Interface 
allows  it  to  connect 
with  a  portable  CI 
computer  or  FAX  for 
data  transmission  from 
virtually  anywhere. 


%M  @  Q 
US  @  @ 

8  I  I  Hi 


So  the  same  phone 
that  makes  a  call  from 
the  golf  course  can 
transmit  a  big  order 
to  the  main  office.  That 
means  increased 
convenience  for  your 
customers  -  and 
increased  air  time  for 
you.  When  your 
customers  have 
portable  office  needs, 
look  to  the  leader  in 
cellular  technology. 
For  every  you, 
there's  a  Fujitsu. 


1    -  800-955-9926 

Fujfrsu 


COMPUTERS,  COMMUNICATIONS,  MICROELECTRONICS 

Compatible  modern  required  lur  dala  lrarr;.miy:,ion  I'orJel  Lomrihjndei  '..fyiushuj  earned  tlie  L.TIA  certificalion  seal 


You  don't  need  to  own  a  network  to  get 
professional  quality  videos. 


s  you  may  already  have  guessed,  the  new  Canon 
L  UCS3  is  no  ordinary  camcorder.  Its  built  to  much 
,her  standards.  To  give  you  something  you  probably 
/er  thought  possible— a  truly  incredible,  broadcast 
ility  picture. 

But  that  should  come  as  no  surprise.  The  UCS3  is,  after 
the  finest  achievement  of  Canons  DC  line.  It  offers  Hi8 
mat  for  superior  picture  definition.  An  advanced  digital 
)cessor  for  even  sharper,  more  brilliant  colors.  And  an 
3roved  AF  system  for  faster,  more  precise  focusing. 


In  addition,  the  UCS3  gives  you  the  unsurpassed 
quality  of  a  Canon  12x  zoom  lens  (the  same  expertise  that 
goes  into  making  our  broadcast  lenses,  went  into  the 
UCS3),  the  exceptional  sound  of  Hi-Fidelity  stereo, 
and  full  manual  and  automatic  control. 

And  there  are  other  things  to  like  about  the  UCS3. 
Like  the  fact  that  it's  incredibly  compact  and  surprisingly 
simple  to  use. 

So  if  you  want  professional  quality  videos,  you  don't 
need  a  network.  You  need  the  UCS3. 


ua 


8mm  VIDEO  CAMCORDER 


Canon 


THE  DUTCH  TRY 

A  LITTLE  WITHDRAWAL 


B 


fibre  movinj^  to  Eufope,  I'd  heard 
tales  of  Dutch  permissiveness: 
Amsterdam  cafes  that  sell  mari- 
juana, s(iuatters  who  are  allowed  to  oc- 
cui)y  historic  town  houses,  and  govern- 
ment-licensed prostitutes  who  hawk 
their  wares  from  storefi'ont  windows. 
After  ([uite  a  few  l)usiness  and  plea- 
sui'e  trips  to  the  Netherlands  from  my 
l)ase  in  Brussels,  I've  heard  a  few  more. 
Two  recent  favorites:  A 
"Lolita  law"  makes  it  le- 
gal for  kids  12  years  of 
age  to  have  sex  without 
parental  jiermission.  And 
several  towns  now  fui'- 
nish  "sexual-aid  wor'kers" 
for  handicapped  people 
who  say  they  need  sex 
(mce  a  month  to  avoid 
depression. 

Such  stories  ai'en't  as 
numerous  as  they  used 
to  !>e,  howevei".  Irked  by 
rising  crimi-  and  dimin- 
ishing tax  dollars,  the 
liberal  Dutch  are  mov- 
ing to  the  right.  Tlie 
mood  of  frustration  over 
crime  and  past  lil)eral 
excesses  has  spread 
from    the    to])  down. 


and  l)ikes  l)ecause  they  need  money  for 
drugs.  People  are  just  fed  up." 

Even  the  addicts  sense  the  change. 
"They're  cutting  back  on  ever-ything," 
says  Yilmas  Ulgen,  a  naturalized  Dutch 
citizen  who  admits  he  steals  to  finance 
his  multidrug  habit.  "The  welfare  state 
is  finished."  Ulgen,  a  Turk,  recently  lost 
his  electrician's  job  because  of  a  turn- 
down in  the  Dutch  economy. 


Prime  Minister  Ruud  Lulibei's,  a  ii  .(  ai 
conservative,  twice  chased  and  caught 
roi)l)ers  who  were  trying  to  l)reak  into 
his  wife's  car,  threw  a  knife-wielding 
mugger  out  of  his  own  car,  and  lost 
$.55, (KM)  worth  of  jewelry  when  his  home 
was  bm'glarized. 

BEATEN  BEGGAR.  I  first  noticed  the  drift 
to  the  right  in  a  news  story  la.st  summer 
about  addicts  at  Rotterdam's  central 
train  station.  Five  years  ago,  city  offi- 
cials designaterl  an  area  behinrl  the  sta- 
tion whei'e  the  addicts  can  i)uy  cheap 
soft  drinks,  receive  methaflone,  and  deal 
in  drugs  without  fear  of  arrest.  From 
time  to  time,  junkies  wander  out  front 
to  beg.  The  stoi'y  reijorled  that  one  ]iut 
the  bite  on  a  Dutch  marine's  girlfriend. 
The  boyfriend  did  what  any  self-respect- 
ing fighting  man  would  do:  He  got  l!S 
Iniddies  to  help  stomp  the  addict. 

The  marine  incident  was  a  sign  of  lo- 
cal frustration.  "People  in  the  city  don't 
like  the  addicts,"  says  the  Reverend 
Hans  Visser,  a  Dutch  Reformed  minister 
who  got  the  city  to  give  addicts  the 
site.  "They're  always  stealing  car  radios 


Handouts  are  indeed  .scarcer  in  the 
Nasty  Nineties.  The  Dutch  center-left 
government  is  on  a  cost-cutting  lunge 
aimed  at  bringing  down  its  deficit.  With- 
out such  action,  the  Netherlands 
wouldn't  be  eligible  for  the  European 
Community's  planned  monetary  union. 

The  government's  famous  disability 
program  is  a  jirime  target.  Fully  one- 
sixth  of  the  work  force  is  officially  dis- 
al)led,  consuming  $12  billion  annually  in 
benefits.  Of  the  approximately  1  million 
"disaiiled,"  who  receive  70%  of  their  last 
salary  until  age  (i5,  a  third  are  "])sycho- 
logically"  disal)led, 
many  of  them  merely 
stressed  out  liy  hard 
work  oi-  tough  bosses. 
New  reforms  are 
aimed  at  saving  $2  bil- 
lion a  year,  and  jtay- 
ments  are  now  limited 
to  a  few  years  for  the 
p.sychologically  disal  )lerl 
under  .50.  Other  wel- 
fare i)rograms  are  un- 
tler  review,   too.  No 
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wonder.  Thirty  years  ago,  the  rati' 
workers  to  welfare  recipients  was  3  1 
Now,  it's  roughly  1  to  1. 

Nonfiscal  reform  is  also  in  the  ait 
November,  tiny  Groningen  hega 
crackdown  on  men  who  tie  up  tr; 
cruising  for  illegal  hookers,  insteai 
using  low-cost  parking  and  governm 
approved  prostitutes  in  the  "tolera 
zone."  Police  now  jot  down  license-p 
numl)ers  of  lingering  cars  and  send 
ters  to  the  owners,  advising  them 
they  are  making  a  nuisance  of  th 
selves.  City  officials  acknowledge  s 
innocents  may  he  hurt.  "No  scheme 
this  can  l)e  perfect,"  says  one. 
COUNSELOR.  Reverend  Visser  is 
among  those  turning  right.  He  fa' 
i-eplacing  drug  decriininalization  witl 
galization,  so  addicts 
be  treated  medic; 
And  he  still  coun 
transsexuals,  pedoph 
and  other  "sexual  mi 
ities"  on  weekends. 

He  practices  wha 
[jreaches.  "I  won't 
hiliit  my  children  f 
using  drugs  or  alco! 
he  says.  "What's  foi 
den  is  attractive." 
has  exposed  his 
children,  aged 
through  25,  to  the  ^ 
realities  facing  the 
addicts  he  helps.  An 
has  counseled  t 
about  safe  sex.  "My 
dren  are  fi'ee  to  do  \ 
they  want,"  he  5 
"But  they  know  wl 
good  ami  what  isn't."  So  far,  one 
has  had  some  problems  with  alc( 
but  none  of  his  kids  uses  drugs. 

Even  Visser's  tolerance  has  lir 
though.  While  we  were  talking  in 
church,  a  strung-out  addict  burst  in 
demanded  Visser's  immediate  atten 
Visser  politely  asked  the  man  to  v 
But  he  refused  and,  after  a  mom 
spit  in  Visser's  face.  The  minister  c 
ly  wiped  off  the  spittle  and  wa 
away.  A  few  seconds  later,  church  s( 
ily  people  subdued  the  addict.  The  p 
arrived  in  minutes  and  hauled  him  a 
It  turned  out  he 
wanted  a  room  for 
night.  But  Vi 
would  have  none  c 
"I  demand  that  pe 
be  polite,"  he  sai( 
sign  of  the  times. 

PATRICK  0 
(Jster,  irliuse  D 
(jmndniother  was  p. 
strict,  reports  ) 
Brussels  for  BUSH 
WEEK. 


THE 

NETHERLANDS 


k  GERMANY 


There  is  a  curious  shift  in  business 
these  days,  "back  to  the  basics."  And  it 
seems  as  if  the  sophisticated  fast-trackers 
of  the  '80s  have  been  transformed  into 
the  business  fundamentalists  of  the  '90s. 

Nice  try,  guys.  The  simple  truth  is, 
basics  are  something  you  start  with  and 
take  forward.  Not  retreat  to. 

Over  the  past  10  years  we've 
become  an  insurance  company  with 
$12  billion  in  assets  under  management. 
We've  grown  by  embracing  the  age- 
less basics  of  common  sense  and 
simplicity  and  bringing  them  into  a  new 


age  of  technology  and  management. 

This  has  allowed  us  to  centralize 
and  streamline  operations  in  ways  never 
possible  before.  Allowed  us  to  create 
products  that  are  profitable  against 
today's  ever-changing  financial  land- 
scape. Allowed  us  to  establish  the  most 
cost-effective  means  of  distribution.  And, 
allowed  us  to  be  more  active  managers 
of  our  investment  portfolio. 

The  basics.  By  taking  them 
forward,  they've  taken  us  forward.  To 
where  we  are  today,  to  where  we'll 
be  tomorrow. 


In  sizes  mu  styles  to  suit  e^ery  business  need. 
Azuikhle  'xliere  quality  office  jm)ducis  are  sold. 


Evemhing  looks  great  when  you  can  manage  a  busy 
schedule  with  ease.  Keeping  appointments,  contacts 
and  projects  instantly  at  hand.  Notes,  phone  numben 
and  addresses  at  your  fingertips. 

The  At-A-Glance  '  Organizer  does  all  that  and  more. 
Ele^antlv.  In  rich,  hand-crafted  leather  and  other  fine 
materials.  \\'"ith  distinctively  clean  page  formai:s  that  1( 
you  plan  j  o//;- way 

The  At-A-Glance  Organizer, 

It  handles  e\  en  \  our  busiest  days  beautifully. 

.^ATAGLANCE 

//organizer 

Lets  you  plan  your  way  I 


4E4  Elite 


of  McGill  University.  Naismith  in- 
ted  basketball  wliile  he  was  working 
in  instructor  at  the  YMC'A  Training 
jol  in  Springfield,  Mass. 
aseball  would  be  the  more  appropri- 
sport  that  America  created  and  that 
spread  throughout  the  world,  as  evi- 
;ed  by  its  popularity  in  Japan  and  its 
blishment  in  Canada  by  none  other 
1  the  1992  World  Series  champion, 
Toronto  Blue  Jays. 

Christopher  A.  Ho 
Edmonton,  Alta. 

Ithough  we  certainly  appreciate  the 
Leoverage  provided,  I  wish  to  draw 
•  attention  to  an  implication  that  is 
e  in  the  photo  essay  that  Singer 
kes  its  sewing  machines  in  Guang- 
i."  In  fact,  only  a  small  percentage 
lur  sewing  machines  are  currently 
ufactured  in  China.  Our  major  man- 
turing  locations  are  in  Brazil,  Tai- 
,  and  Japan. 

Ronald  G.  Peters 
Vice-President  for  Finance 
&  Investor  Relations 
Singer  Co. 
Markham,  Out. 

seemed  the  general  thematic  inter- 
lined in  most  of  your  solutions  is  for 
government  to  do  this  or  that.  I  had 
dea  the  government  was  so  very 
I  at  doing  so  many  things.  And,  I 
no  idea  the  government  does  any- 
r  very  well.  I  encourage  you  to  re- 
to  what  you  do  best — reporting 
t  business — and  leave  fortune-tell- 
;o  others. 

John  C.  Hillman 
Flower  Mound,  Tex. 

r  those  counting  on  HCPCs  [health- 
are  purchasing  corporations]  provid- 
i  set  fee  to  reduce  charges:  Setting 
3  will  hold  charges,  but  it  will  not 
illy  reduce  the  cost  of  providing  the 
ce,  any  more  than  having  the  gov- 
lent  set  the  price  of  a  magazine  will 
:t  the  cost  of  issuing  it. 
•lat  will  happen  is  that  either  the 
ty  will  deteriorate  or  the  service 
not  be  made  available.  The  overall 
will  not  be  controlled  until  hospi- 
begin  specializing  in  certain  proce- 
3  and  are  able  to  achieve  economies 
:ale.  This  would  be  a  first  step  to- 
controlling  costs  while  maintaining 
ty  care. 

James  Hutchinson 
Strongsville,  Ohio 

s  to  the  Editor  should  be  sent  to  Readers 
Business  Week,  1221  Avenue  of  the  Ameri- 

lew  York,  N.  Y.  10020.  Fox:  (212)  512-4464, 
12-7960,  Intl.  4998204.  All  letters  must  in- 

an  address  and  daytime  and  evening  tele- 
numbers.  VVe  reserve  the  right  to  edit  letters 

irity  and  space. 


Superb  sound, 
pure  and  simple? 

The  Answer  Is 
Lifestyle' IVhisic  Systems 


"No  visible  speal<ers,  no  stack  of 
components,  nothing  that  looks  like 
sound  equipment....Hit  the  start  button 
and  suddenly  the  room  fills  with  music  of 
exemplary  clarity  and  fullness." 

-  Hans  Fantel,  The  New  York  Times.  1990 


The  Bose  Lifestyle 
Music  System 

Replace  your  bulky, 
outdated  stereo  with 
Bose  breakthrough 
technology.  It  will 
change  the  way  you 
enjoy  music. 

Save  $200 

For  a  limited  time,  save 
at  least  $200  when  you 
replace  your  stereo 
with  a  Lifestyle  system 
with  powered  Acousti- 
mass  -5  speakers  in 
black  or  white.  For 
details,  please  call 
toll-free: 

1-800-444-BOSE 
Ext.  190 

USA  diid  Canada.  Weekdays 
a30AM-9PM  Saturday  9AM-5PM  (ET) 


Better  sound  through  research 


I'-'  199,?  Bose  Corporalioil  Tlie  MounUiin 
Fr.iminqham  MA  01701-9168  USA 


Teams 


Crealinj  the  Hiah-Pf  rformance  Organization 


I  WO  McKinsey  consultants  explore  the  behavior, 
experiences,  and  results  of  more  than  50  teams 
at  30  different  companies. 

The  authors  use  these  stories  to  deepen  our 
understanding  of  what  constitutes  a  real  team. 
They  argue  convincingly  that  it  is  commitment 
to  performance  challenges— not  team  building— 
which  creates  teams.  And  they  show  how  to  use 
teams  effectively  within  the  current  company 
structure  to  improve  performance. 

Not  just  another  "let's  be  a  team"  book,  this  is  a 
new  perspective  on  the  organizations  of  the  1990s. 

THE  WISDOM  OF  TEAMS 

Creating  the  High-Performance  Organization 
Jon  R.  Katzenbach  and 
Douglas  K.  Smith 
McKinsey  &  Company 

$24.95 

Harvard  Business  School  Press 

<^   Boston,  MA  02163  1-800-545-7685 


Ly  an  AST  engineer 

wou  Id  ckoose  ^00  MEGABYTES 

1200  cc 


As  you  can  see,  our  employees  are  a  passionate  lot.  Who  else  would  give  up  (voluntar- 
il\;  mind  youj  a  da\'  on  the  open  road  to  spend  it,  instead,  glued  to  a  new  systemboard 
design^  And  the  results  of  this  passion^  Look  no  further  than  the  AST  PowerExec."  A 
notebook  that  actually  adapts  to  the  work  habits  of  the  user-powering  down 
selected  functions  between  keystrokes  and  other  periods  of  system 
inactivity.  The  power  saved  can  then  be  used  to  upgrade  the 
PowerExec  in  ways  previously  only  seen  in  desktops.  We  call 
it  Intelligent  Po\\'er  Management,  and  it's  just  one  of  the  break- 


throughs that's  made  us  a  Fortuui'  500  firm  with  sales  over  $1  billion.  Proof  that  when 
you'd  rather  hover  over  a  keyboard  than  a  set  ot  handlebars,  anything  can  happen. 
Discover  how  our  obsession  can  meet  your  PC  needs.  Call  800-876-4AST. 

/isr  compuTGR 

The  Product  Of  Our  Obsession. 


©1992  AST  Reseanh.  Im  AST.  AST  lo^o  are  registered  trudemurks  and  PoiverE. 


POWEREXEC 


SMART 
Intel  3S6SL/2S  or  4H6SL/25 
iiiit  roproiessor,  with  AST  Intelligent 
Po we r  Management. 


POWERFUL 
4MB  of  RAM.  64KB  uu  he 


FLEXIBLE 

Fhiih  BIOS.  Renuwable  Hani  Drive, 
Docking  Stiitions,  Security  Locks. 


VERSATILE 

Two  credit-ciirci-iized,  imhistry- 

standard  PCMCIA  slots 
tor  simultaneous  connectivity 
to  networks,  modems,  faxes 
iind  other  peripherals. 


UPGRADABLE 
To  Intel  486SL  (^2■bit,  I  ^-co/fj 
processor  Removable  Piard  Drives 
to  2UUMB.  RAM  expansion  to 
20MB.  optional  passive  and 
active  color  displays. 


RESPONSIVE 
To  leiirn  more,  adl 
H()()-876-4AST(4278).  We'll  answer 
your  questions  right  away. 


FAST 
1958  Harley  Davidson 
Duo-Glide  Panhead.  120(kc 
\'-Tu'in  with  sivingarm  frame. 
Optional,  of  course. 


in 


tei  Corponitiiin  Fmtiine  ^00  is  a  n-f;iUere,l  rnulenuirk  aj  the  Time  tin  Mai^iiziiif  CnntpniiY. 
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A  LICENSE  TO  STEAL:  THE  UNTOLD  STORY  OF  MICHAEL  MILKEN  AND 
THE  CONSPIRACY  TO  BILK  THE  NATION 

By  Benjamin  J.  Stein  •  Simon  &  Schuster  •  219pp  •  $23 

THE  BIGGEST  PONZI  SCHEME 
OF  THEM  ALL? 


If  you  believe  Michael  R.  Milken  was 
the  most  contemptible  financial  bad 
liuy  of  the  198()s,  I  have  just  the 
l)0(ik  for  you:  .4  License  to  Steal  will 
confirm  your  worst  suspicions. 

Although  federal  prosecutors  pursued 
Drexel  Burnham  Lambert  Inc.'s  junk- 
bond  czar  for  almost  a  decade,  they 
failed  to  uncover  the  far-ranging  pattern 
of  egregious  wrongdoing  many  observ- 
ers had  suspected.  What  they  did  find 
was  related  to  stock  trading,  not  junk 
bonds.  But  many  Milken-watchers  still 
think  the  bulk  of  Milken's  malfeasance 
involved  the  junk  market,  which  he  all 
but  invented  and  presided  over  for 
years.  Surprisingly,  none  of  the  authors 
of  the  recent  spate  of  Milken  books  ex- 
plored Milken's  junk  doings  in  detail. 

In  A  License  to  Steal,  freelance  finan- 
cial writer  Benjamin  J.  Stein  vigorously 


tries  to  rectify  that  oversight.  Stein  be- 
lieves that  Milken,  whom  he  compares  to 
mobster  Meyer  Lansky,  was  at  the  heart 
of  a  broad  conspiracy  that  bilked  inves- 
tors, savings  and  loan  depositors,  insur- 
ance policyholders,  and  taxpayers  out  of 
tens  of  billions  of  dollars.  The  conspira- 
cy's linchpin  was  junk  bonds.  Because  of 
his  absolute  control  of  the  junk  market, 
says  Stein,  Milken  could  "artificially  fix" 
junk  prices  "to  give  himself  any  level  of 
commission  or  profit  he  wanted."  That 
enabled  Milken  and  a  network  of  loyal 
cronies  at  financial  institutions  such  as 
insurance  companies  and  S&Ls  to  operate 
a  gigantic  Ponzi  scheme.  They  would  sell 
junk  issues,  then  use  the  proceeds  to 
invest  in  other  junk  issues. 

To  further  fuel  the  Ponzi,  says  Stein, 
Milken  and  his  cohorts  persuaded  a  wide 
group  of  investment  managers  who  ran 


mutual  funds,  pension  funds,  and  otl- 
portfolios  to  buy  billions  of  dollars 
junk.  The  sales  pitch:  While  junk  bon 
might  be  riskier  than  higher-rat 
bonds,  the  rich  return  more  than  offs 
the  extra  risk.  Stein  claims  Milken  ( 
ceived  junk  buyers  by  hiding  evider 
that  the  default  rate  of  junk  issues  w 
much  higher  than  he  claimed.  "Eve: 
thing,"  says  Stein,  "every  lie  and  pi 
and  phony  statistic  was  to  preserve  1 
as  long  as  possible  the  basic  untruths 
the  junk-bond  scam." 

To  propagate  the  lies  to  ever-larg 
legions  of  buyers.  Stein  claims,  Milk 
enlisted  an  extensive  and  impressive  n 
work  of  academics,  rating  agencies,  n 
ulators,  accountants,  politicians,  a 
journalists  who  condoned — or  declined 
expose — the  scam. 

The  purported  Ponzi  began  disin 
grating  in  1989,  after  Milken  was  fore 
out  of  Drexel.  That  led  to  Drexel's  ( 
mise  in  1990  and  the  collapse  of  seve: 
junk-laden  insurance  companies,  S&: 
and  other  financial  institutions.  The  c( 
spiracy  to  conceal  the  true  risks  of  jui 
especially  Drexel  junk,  persists  even 
day,  claims  Stein,  with  firms  such 
Salomon  Brothers,  Merrill  Lynch,  a 
Morgan  Stanley  filling  the  void  left 


AND  YOU  THOUGHT  THERE  ^ 


Actuals 
Canon  PC310 
peKonal 
copier 


At  Canon,  we  never  seem  to  leave  well  enough  alone. 
.We're  always  searching  to  bring  you  something  better. 
Like  our  revolutionary,  new  Canon  PC®300  series  personal 
copiers  —  the  smallest,  lightest,  most  advanced  personal 
copiers  ever  designed. 


At  the  heart  of  these  extraordinary  copiers  is  o 
newest,  smallest,  most  efficient  PC  Mini-Cartridge  e\ 
that's  the  exclusive,  single  cartridge  unit  that  make 
Canon  personal  copiers  virtually  maintenance  free 
addition,  our  new  copiers  require  no  warm-up  tin 


Cancm  U.S.A.,  Int.,  Home  Office  Products  Division,  One  Cjnon  I'la/'a,  Lake  Success,  NY  1 1042,  PC  is  a  Registered  Trademark  of  Canon,  Inc.  V  ]1'>1  Canon  VS.X  .  Iiic 


play- 
still 


Mil- 
buy 


s 


iirexel.  "Tlie  power 
rs   of  junk  are 
oworful."  he  warns 
ously. 

True  believers  in 
en's  villainy  may 
tein's  thesis.  More 
nowledgeable  and  skep- 
ical  readers  probably 
ron't,  especially  since 
tein's  book  is  long  on  as- 
ertions  and  short  on  doc- 
mentation.  A  sometime 
[ollywood  screenwriter 
nd  bit  actor  whose  writ- 
igs  on  Milken  have  been 
iven  wide  exposure  in 
iarron's,  Stein  has  inflat- 
d  a  core  of  truth  into  an 
laborate  paranoid  fanta- 
y  that  often  defies  logic. 

Stein's  take  may  accurately  depict  the 
ank  market  in  the  early  1980s.  By  mid- 
lecade,  however,  whatever  conspiracy 
nay  have  existed  was  waning.  The  mar- 
;et  had  expanded  far  beyond  the  Drexel 
letwork  and  attracted  many  other  secu- 
ities  firms,  which  undermined  Milken's 
lower  to  rig  prices.  And  it's  improbable 
hat  Milken  could  have  hoodwinked  hun- 
Ireds  of  professional  investment  manag- 
es into  ignoring  clear  evidence  of  junk's 
ixcessive  riskiness  and  inflated  prices. 


tein  has  inflated 
a  core  of  truth 
into  a  gigantic 
fantasy  that  often 
defies  logic 


i  '    Pir  iiilold  Slory 
yil  uf  Michael  Milken  ami  the 

Coiispimc^  to  Bilk 

Uii  S'atiim 


As  it  turned  out,  junk  was  in  fact 
overpriced.  But  because  of  the  world- 
wide credit  expansion  of  the  1980s,  so 
were  most  other  financial  assets,  most 
dramatically  commercial  real  estate.  A 
euphoric  assumption  prevailed  that  as- 
sets would  continue  to  appreciate  indefi- 
nitely. It  was  that  euphoria,  not  some 
Milken-engineered  plot,  that  deluded 
junk-buyers — and  probably  even  Mil- 
ken's cronies. 

Stein's  allegation  that  Milken  ran  a 
big  Ponzi  also  seems  farfetched.  Junk 


took  a  beating  during 
1990-91.  But  un-Ponzi-like, 
the  market  has  rebounded 
handily.  Stein's  assertions 
about  default,  largely 
based  on  a  1988  study  by 
Harvard  University  re- 
searchers, don't  square 
with  other  analyses.  Stein 
is  right  that  annual  de- 
fault rates  climbed  above 
5%  during  1990-91,  a  time 
of  sharp  credit  contrac- 
tion. But  default  rates  on 
original-issue  junk  were 
considerably  below  that 
through  1989,  according 
to  several  studies.  And 
while  the  Harvard  study 
foresaw  ever-rising  de- 
fault rates,  actual  rates  are  now  declin- 
ing. Furthermore,  Drexel  has  had  one  of 
the  lowest  default  rates  of  any  of  the 
junk  underwriters. 

Milken  was  clearly  a  prime  architect 
of  the  debt  explosion  of  the  1980s,  whose 
dissolution  cost  investors  and  others  bil- 
lions. He  may  also  have  operated  the 
junk  market  as  a  vast  criminal  enter- 
prise. But  that  has  yet  to  be  proved. 

BY  CHRIS  WELLES 
Senior  Editor  Welles  is  a  longtime  student 
of  Milken's  life  and  times. 


hich  should  save  you  considerable  time  and  aggravation) 
d  can  even  turn  themselves  off  when  you  forget  to. 

Select  our  basic  PC  310  copier  or  one  of  our  convenient, 
tomatic  feed  models— the  PC  330,  or  the  PC  330L 
lich  can  copy  up  to  legal-size  documents. 


Call  1-800-4321 -HOP  for  more  on  the  Canon  PC 
300  series.  And  discover  three  more  reasons  why  Canon 
personal  copiers  are  number  one. 


Canon 


"Dealing  with  Akzo  means  dealing  with  business 
units  who  are  right  in  the  forefront  of  their  chosen 
field.  So  it  may  surprise  you  that  we  haven't  the 
slightest  inclination  to  become  one  of  the  world's 


largest  chemical  companies.  We  much  prefe 
big  in  the  areas  we  choose.  Yes,  we  make  acc 
tions.  But  never  just  to  grow  bigger.  Only  if  i 
value  to  our  existing  operations.  Yes,  we  pen 


Akzo  is  one  of  the  world's  leading  companies  in  selected  areas  of  chemicals,  fibers,  coatings,  salt  and  health  care  products.  Some 
people,  active  in  50  countries  around  the  world,  make  up  the  Akzo  workforce.  For  more  information,  write  or  call:  Akzo  Amei 
Corp.  Comm.  Dept./R2,  300  South  Riverside  Plaza,  Chicago,  II.  60606.  Phone  (3 1  2)  906-7500. 


Hans  van  Oosterom,  Executive  Vice  President  Strategic  Planning  Akzo: 


rkets.  But  only  if  we're  pretty  sure  we  can  do 
r  job  than  the  competition.  We  don't  want 
e  biggest.  We  do  want  to  be  the  best.  And  for 
•u  have  to  create  the  right  chemistry." 


CREATING  THE  RIGHT  CHEMISTRY  AKZO 


iconomic  Viewpoint 


ADAM  SMITH 

MEETS  ALBERT  SHANKER 


BY  ALAN  S.  BLINDER 


School  choice  isn't 
the  only  way  to  apply 
good  economics  to 
bad  educations.  As 
teachers'  union  chief 
Shanker  suggests, 
incentives  should  be 
offered  to  principals 
and  teachers  who 
improve  their 
schools 


AlAN  S.  BLIN.IER  IS  THE  GOkOON  S. 
RENTSCHLER  MEMORIAL  PROFESSOR 
OF  ECONOMICS  AT  PRINCETON 
AND  THE  AUTHOR  OF  GROW/NG 
TOGETHER 


People  are  beginning  to  apply  economic- 
ways  of  thinking  to  one  of  America's 
largest  industries:  education.  An  econo- 
mist can  only  applaud  that  trend.  Yet  the  nar- 
row focus  of  the  current  debate  on  "choice" 
as  the  be-all  and  end-all  disturbs  me. 

Don't  get  me  wrong.  I  support  parental 
choice— at  least  within  the  realm  of  public 
schools.  How  could  an  economist  oppose  com- 
petition? (The  use  of  tax  money  for  private 
and  parochial  schools  raises  noiieconomic  issues 
not  dealt  with  here.)  But  it  would  be  a  shame 
if  the  infusion  of  economic  reasoning  went  no 
further  than  "more  choice  equals  more  compe- 
tition equals  better  products  at  lower  prices." 
While  that  is  probably  true,  it  is  not  the  whole 
story.  Once  we  start  importing  such  words 
as  "choice"  and  "competition"  from  economics 
into  education,  we  should  bring  along  some 
others,  too:  "rationality"  and  "incentives." 

■  Rafionality.  F]conomic  theory  assumes  that 
choices  are  made  l\v  rational  and  well-informed 
c(;nsumers  who  know  their  own  interests  best. 
It's  a  good  working  hy])othesis  in  most  applica- 
tions, especially  when  you  think  about  the  al- 
ternatives. (Shall  we  assume  the  state  knows 
what's  good  for  me?)  In  the  education  "mar- 
ket," most  parents  are  probably  capable  of 
making  sound  choices  for  their  children. 

But  some  are  not.  Some  children  are  handi- 
capped by  what  might  be  called  incompetent 
jjarents:  substance  abusei's,  criminals,  the  men- 
tally incompetent,  or  people  who  are  simply  ir- 
responsible or  disconnected  from  mainstream 
society.  While  such  parents  can  be  found  at  all 
rungs  of  society,  we  all  know  that  they  are 
disproportionately  present  at  the  bottom  of 
the  economic  ladder.  So,  when  we  talk  about 
choice,  someone  should  remember  the  poor 
children  who  will  be  left  behind.  That's  not  a 
reason  to  oppose  choice,  l)ut  it's  cause  for 
concern. 

■  Incentives.  More  than  two  centuries  ago, 
Adam  Smith  discovered  the  secret  to  the  suc- 
cess of  the  competitive  marketplace:  It  lets 
you  do  well  by  doing  good.  In  the  standard 
economic  model,  the  profit  motive  gives  busi- 
nesses a  powerful  incentive  to  produce  quality 
products  at  low  prices.  There  is  no  such  incen- 
tive for  public  schools,  but  choice  is  supposed 
to  mimic  some  of  its  best  features  by  driving 
out  weak  schools.  However,  choice  is  just  one 
way  to  provide  performance  incentives. 

Teacher.s"  union  leader  Albert  Shanker  has 
suggested  an  ingenious  approach  that  he  calls 
"incentive  schools."  The  idea  is  to  have  a  na- 
tionwide competition  that  schools— not  school 
systems— could  enter  or  not,  as  they  pleased. 
The  competition  would  last  at  least  three 
years  and  be  judged  not  by  educational  at- 


tainment at  the  end  but  by  improvement  ( 
the  period.  Thus,  to  borrow  the  apt  metaj 
of  Senator  Tom  Harkin  (D-Iowa),  schools 
are  born  on  third  base  would  not  be  gi 
credit  for  hitting  a  triple.  The  top  10%  m 
be  declared  winners,  and  their  staffs  rewar 

The  design  of  the  system  shows  that  Sh: 
er  is  a  good  intuitive  economist.  First,  sue 
is  judged  by  performance— the  end  result, 
how  you  achieve  it.  That  is  how  manufactu 
are  judged  in  a  mai'ket  economy:  We  exar 
the  car,  not  the  factory.  Second,  the  pe 
who  work  in  the  school,  not  some  outside 
thority,  decide  what  changes  to  make.  ' 
would  effectively  empower  teachers  and  { 
cipals  just  as  America's  leading  companies 
now  empowering  their  workers.  Third,  he 
visions  substantial  rewards  for  wini 
schools— perhaps  in  the  range  of  $30,000 
employee.  That's  enough  to  create  a  su 
gate  profit  motive. 

But  the  search  for  incentives  must  not 
with  teachers.  If  parents  are  the  "consum 
in  this  market  and  schools  are  the  "con 
nies,"  then  educated  kids  are  the  product, 
here  the  analogy  breaks  down.  A  car  ro! 
down  an  assembly  line  has  no  mind  oi 
own;  things  just  happen  to  it.  But  lean 
does  not  take  place  unless  the  student  coo 
ates.  To  some  extent,  of  course,  the  tea( 
must  be  a  motivator;  this  is  standard  ed-.sc 
stuff.  But  wouldn't  the  enterprise  work  be 
if  students  had  real  incentives  to  perform 

They  don't  now,  except  for  the  small 
centage  of  students  who  aspire  to  the  top 
leges.  Other  high  school  graduates  fall 
two  categories.  Those  heading  for  lo\ 
ranked  colleges  know  that  some  school,  sc 
where,  will  take  them.  It's  the  American  \ 
Those  heading  directly  for  jobs  know  i 
their  high  school  gi'ades  are  unlikely  to  ai 
their  placement.  In  either  case,  good  gr£ 
carry  little  reward.  And  you  have  to  wor 
much  harder  to  get  them!  No  wonder  the 
erage  U.  S.  high  school  student  spends  a  p£ 
3.8  hours  per  week  on  homework. 

This  is  where  l)usinesses  could  help.  5 
pose  every  company  in  the  BUSINESS  W 
1000  routinely  asked  young  applicants  for  t 
high  school  ti'anscripts— and  used  this  infoi 
tion  in  hiring  decisions.  Students  would  : 
denly  perceive  a  payoff  to  working  in  schoc 
Adam  Smith  had  it  right,  they  would  w 
harder  and  learn  more. 

Some  might  object  that  kids  learn  littl 
school  that's  useful  on  the  jol).  If  true,  thai 
shame.  But,  even  then,  companies  woul 
lose  much  by  favoinng  kids  who  perform 
ter  in  school.  And  they  would  do  societ 
big  favor. 
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ECONOMIC  VIEV 


Our  Compute] 
To  Outlast  Most  C 


Pick  up  a  paper  and  you'll  no  doubt 
read  about  another  PC  company  on 
the  brink  of  collapse.  Does  it  matter? 
Not  much.  Unless  you're  stuck  with  a 
computer  that's  out  of  commission 
from  a  company  that's  out  of  business. 

In  the  80'.s,  it  seemed 
every  time  you  turned 
around  a  new  computer 
company  opened  up.  For 
a  while  it  looked  like  all 
you  needed  was  a  solder- 
ing iron,  a  toll-free  phone 
number  and  a  RO.  Box  to 
^et  started. 

Those  days  are  over. 
The  market  has  matured. 
Customers  arc  demanding 
more.  And  clone  compa- 
nies are  faced  \\  ith  an  u^l\ 
realit\ :  the  less  vou  know 
about  making  computers, 


the  less  likelv  vouVe  going 
to  be  successful  at  it. 

Writers  in  the  jDress  and 
Hnancial  analysts  on  Wall 
Street  are  c\cn  compiliiiiJ 
lists  as  to  which  arc  about 
to  go  under.  While  all  of 
these  in\(>lve  an  amount 
of  sj^cculation  on  the  part 
of  their  authors,  vou  mav 


be  surprised  to  learn 
many  of  the  larger  c 
companies  appear  oi 
majority  of  them. 

It  is  not  a  questic 
whether  it  will  happe 
is  only  a  qucstif)n  of  v 

All  of  which  nil 
that  choosing  the  r 
computer  company 
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JCFNEERED 

R  Companies. 


le  every  bit  as  impor- 
5  choosing  the  right 
ater.  It  is  no  longer 
h  to  compare  price, 
ct  specs,  service  and 
rt  and  then  come  to 
ecision. 

-T  all,  a  company  can 
se  all  of  the  service 
ipport  in  the  world 


and  it  won't  much  matter 
if  their  toll  free  line  has 
been  disconnected. 

Wh.ch  is  whv,  as  one 
leading  trade  publication 
puts  it,  "Planning  ahead 
for  more  COMPAQ  sys- 
tems has  rarelv  looked 
more  prudent."* 

Because  not  only  are 


our  computers  some  of 
the  best  designed  and 
best  engineered  in  the 
world,  we're  also  success- 
fully positioned  tor  the 
future,  hi  fact,  the  introduc- 
tions  of  our  affordable 
computers  tlie  COMPAQ 
ProLinea,  DESKPRO/i, 
Contura  and  ProSignia— 
were  the  most  successful 
in  our  company's  history. 
So  next  time  vou  con- 

J 

sider  buying  a  PC  or  PC 
Server,  consider  COMPAQ. 
That  way  you'll  get  a  com- 
puter that  you  can  count 
on.  From  a  company  that 
you  can  count  on. 

For  more  information, 
call  1-800-345-1518  in 
the  U.S.,  and  in  Canada, 
call  1-800-263-5868. 


Wnh  then  t  urrcnt  crcdn  and  cash 
pan  fnohlcws,  huymij  computers  from 
jmanciaUv  vulnerable  clone  companies 
has  become  somethincj  of  a  gamble. 


Thoucfb  this  one\  on  Ji^plav  in  our 
Houston  ojjices,  some  oj  the  first 
COMPA(lPCs  are  still  being  used. 
Obviously,  our  PCs  are  designed  to  be 
around  a  long  time.  So  is  the  company: 
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conomic  Trends 


BY  GENE  KORETZ 


THIS  SHORT-TERM 
TONIC  HAS  LETHAL 
LONG-TERM  SIDE  EFFECTS 


Call  it  "a  bedpan  economy."  One  of 
the  supi'eme  ironies  of  America's  in- 
ability to  control  its  escalatinf<  healtli- 
care  spendinji,  says  Robert  Marks  of 
soM  Economics  Inc.,  is  that  such  out- 
lays have  been  "a  significant  source  of 
economic  stren,t^th  in  recent  years." 

The  chart  tells  the  story.  As  the  econ- 
omy slowefl  after  19^8,  fell  into  reces- 
sion, and  then  crawled  forward,  increas- 
es in  health-care  spending  accoinited  for 
an  outsized  share  of  the  growth  in  gi-oss 
domestic  product.  Indeed,  Marks  calcu- 
lates that  since  1988.  health  care  has 
accountefl  for  over  25%  of  the  rise  in 
current-dollar  national  output,  and  in 
1990,  when  the  economy  declined  in  real 
terms,  its  share  was  just  under  50%. 

Similar  effects  show  up  in  the  em- 
l)loyment  picture.  Marks  notes  that  total 
payroll  employment  is  up  99:3,000  since 
January  of  1989  and  96,000  since  the 
first  (juarter  of  19i)l.  But  in  the  same  i)e- 


HEALTH-CARE  OUTLAYS 
HAVE  BEEN  BUOYING  GDP 


RISE  IN  HEALTH-CARE 
SPENDING  AS  PERCENT 
OF  RISE  IN  GDP 

CURRENT  DOLURS 


92 

▲  PERCENT  EST 
DATA  COMMERCE  DEPT,  HEALTH  CARE  FINANCING  ADMINISTRATION, 
SOM  ECONOMICS  INC  ESTIMATE 


riods,  heakh-cai-e  employment  jumped 
I.L!  million  and  4()(),00(),  respectively.  In 
othei-  words,  says  Marks,  "in  recent 
years  health  cai'e  accounted  for  all  of 
the  nation's  job  growth  and  then  some." 

None  of  this,  of  course,  implies  that 
rising  health-care  outlays  ai'e  more  than 
a  shoil-tei'm  tonic  for  the  ecf)nomy.  Such 
spending  enriches  health-cai'e  providers 
and  benefits  users,  but  economists  agi'ee 
that  the  ultimate  effect  of  this  is  to 
weaken  growth  and  productivity.  "Un- 
checked health-care  spending,"  obseiwes 
Marks,  "consumes  resources  that  could 
be  utilized  more  productively  elsewhere 
and  imi)oses  cf)nsideral)le  costs  on  the 


economy  and  the  American  people." 

A  recent  Congi'essional  Budget  Office 
report  notes,  for  example,  that  business' 
rising  health-care  costs  are  ultimately 
passed  on  to  workers  through  lower 
wages.  Thus,  one  I'eason  that  real  wages 
and  salaries  hardly  I'ose  ovei'  the  past  20 
years  is  that  employers'  contributions 
to  health  insurance  absorl;)ed  more  than 
half  of  employees'  gains  in  compensa- 
tion. Meanwhile,  soaring  outlays  foi- 
medicare  and  medicaid  are  undermining 
efforts  to  reduce  the  fedei'al  deficit. 

Unless  the  nation  can  control  health- 
care spending,  the  c'Bo  wai'ns  that  its 
impact  on  national  saving  "will  reduce  in- 
vestment and  sul:)stantially  cut  future 
incomes— by  almost  2.5%.  in  2002  and 
even  more  thereafter." 


A  MERE  $70  BILLION 
OVERCHARGE  IN 
THE  MEDICAL  BILL 


One  area  the  Clinton  Administration 
is  likely  to  focus  on  in  its  efforts  to 
tame  the  medical-cost  monster  is  insur- 
ance fraud  and  abuse.  In  a  recent  re- 
poi't,  the  Government  Accounting  Office 
finds  that  "vulnerabilities  within  the 
health  insurance  .system"  allow  un.scrupu- 
lous  health-care  providers,  including 
practitioners  and  ecpiipment  suppliers, 
to  cheat  insurers  and  government  pro- 
grams out  of  billions  of  dollars.  The  most 
common  cost  estimate:  a  cool  $70  bil- 
lion a  year. 

In  another  report,  the  c;A()  describes 
an  insurance-fraud  scheme,  hatched  in 
California  in  the  early  1980s,  that  alleg- 
edly grew  to  involve  hundreds  of  physi- 
cians and  numerous  medical  laborato- 
ries. Initially,  the  so-called  "rolling  lab.s" 
sclu'iue  used  vans  to  transport  medical 
t"(|uii)ment  to  provide  "five"  medical  tests 
to  elderly  i)atients  anrl  then  emi)loyed 
doctors  to  certify  diagnoses  in  bills  sub- 
mitted for  medicare  reimbursement. 
Later  expanded  to  include  private  in- 
surers, the  scheme  is  said  to  have 
spawned  $1  billion  in  fraudulent  claims. 

Why  have  such  scheiues  succeeded'.' 
The  CAo  notes  that  individual  insurers 
can't  solve  the  [iroblem  by  themselves. 
It  advocates  the  creation  of  a  national 
commission  representing  jiublic  and  pri- 
vate insui'ers,  state  licensing  agencies, 
state  and  federal  law-enforcement  agen- 
cies, and  other  jnulies  to  focus  on  such 
issues  as  standardizing  claims  proce- 
diii'es,  exchanging  information,  and  de- 
veloping new  regulations.  What's  sorely 
needed,  says  the  (lAo,  is  a  "collaborative 
approach."  That's  exactly  the  kind  of  ad- 
vice Bill  Clinton  has  indicated  he  intends 
to  take  to  heart. 


ACROSS  THE  GLOBE, 

INFIATION  SEEMS 

AN  ENDANGERED  SPECIE 


While  most  industrial  econon 
outside  the  U.  S.  appear  to 
flirting  with  recession,  they  share 
least  one  singular  achievement:  a 
markaljle  deceleration  in  inflation.  ' 
latest  tally  in  the  Conference  Boa 
International  Economic  Scorebo; 
which  tracks  11  industrial  nations 
eluding  the  U.S.),  reports  that  the  a 
age  inflation  I'ate  is  now  down  to  2. 
with  five  of  the  countries  registei 
rates  below  2%  and  none  of  the  oti 
above  5%. 

Nations  with  inflation  under  2% 
elude  Canada,  Japan,  Australia,  I" 
Zealand,  and  Taiwan.  And  repoils  fi 
France,  Sweden,  Denmark,  and  Nor' 
all  show  inflation  rates  below  2.5%. 

The  catch  in  this  positive  pictur 
that  many  nations  have  been  vaii 
interest  rates  to  defend  their  curi 
cies.  And  the  coincidence  of  these 
tions  with  low  inflation  has  pushed 
interest  rates  to  enormously  high  le\ 
Economist  Rosanne  M.  Cahn  of  F 
Boston  Corp.  calculates  that  real  sh 
term  interest  rates  in  12  Em'opean  c( 
tries  now  average  8%.  "Such  high  ri 
are  ultimately  unsustainable  in  the 
of  weakening  economies,"  says  Cahr 


A  REVENUE  SURGE 
THAT  CAUGHT  THE  0MB 
BY  SURPRISE 


Disclainn'rs  to  the  contrary,  the 
evidence  that  the  strength  of 
economy  in  the  third  Cjuarter  was 
nuich  of  a  suri)rise  to  the  Bu.sh  Adm 
tration  as  it  was  to  the  Democrats 
late  July,  just  two  months  before 
end  of  the  fiscal  year,  the  Office  of  IV 
agx'ment  &  Budget  projected  the  fi 
1992  fefleral  deficit  at  $333.5  l)illioi 
numl)er  that  pi'oved  some  $43.3  bil 
too  high. 

Elconomist  John  Yoiuigdahl  of  G 
man,  Sachs  &  Co.  notes  that  one  m; 
reason  oMT^  missed  the  boat  was 
underestimation  of  corporate  and  indi 
ual  tax  I'evenues  and  of  payroll-tax 
ceipts.  Corporate  taxes  came  in  $6.1 
lion  above  projections,  while  pay 
taxes  and  jiei'sonal  income  taxes  w 
$7.7  billion  above  the  late  .July  estim 
"The  third-(iuaiter  jump  in  tax  receij 
says  Youngdahl,  "indicates  that  the  e< 
omy's  surge  was  both  real  and  a{)par 
ly  unexpected." 
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Aa    AQUALAND  diving  watch. Whenyou'reinoveryourhead, dress 
mm   properly  Aqualand  has  a  depth  meter  and  depth  alarm,  elapsed  dive-time 
chronograph,  maximum  depth  recording  function,  dive-time  alarm  func- 
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tion,  calendar,  stopwatch,  and  it's  water-resistant  to  200  meters. 
Citizen  is  proud  to  have  been  selected  as  the  official  timer  of  America's  Cup  '92. 
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Osborne/McGraw-Hill  Computer  Books  Are  Available  At  These  Fine  Stores 


Jonathan  Benton  Boofcseller 

?ti  205-S67-8S4C. 
-AX:  205-95"-9S'2 

Smrth  &  Hardwick  Boolcstore 


University  Boolcstore 


Madison  Boolcs  &  Computers 
University  Supply  Store 


Cody  s  Boons 
WTiole  Earth  toess 

Mr  B  s  Computer  BO'Oiis 

Tower  Boo'lcs 

Whole  Earth  Access 

PH  5' C-c-55-227l 

A  Clean  Well  Lighted  Place 
Computer  Lrteraqi'  Boolcshops 
Slacey  s  Booicstore 

UCD  Bookstore 

FAX  "9^6-'52^"9: 

Irvine  Sci-Tech  Boolcs 

Forty-Niner  Shops 

OP  AMP  TecJinical  Bo#its.  Inc. 
FiY-  2-3-:5-i-:9" 
Technical  Book  Company 


V:.-:e  -  .  e.'i  CA 
Printer  s  Inc.  _ 


Printer  s  Inc. 
Stacey  s  Bookstore 
Stanford  BO'Okstore 

Hornet  Book  Store 


Whole  Earth  Access 


San  Diego  Technical  Books. 
Inc. 


Stacey  s  Bookstore 


Stacey  s  Booisiore 
PH:  .1- a-S^'-'SSc 
Wliole  Earth  Access 


Computer  Literapf  BOiOisftops 
WTiole  Earth  Access 


Whole  Earth  Access 


Whole  Earth  Access 


Chaucer's  Booicstore 


UCSB  Bookstore 


Stanford  Bookstore 
Computer  Literacy  Bookshiops 

United  Techbook  Co. 
University  Book  Center 


United  Tecfahook  Co. 

PH  503-534-3^50 

E-:  CO 
SoftPro  Books 

FAX  •  '  ~2 


United  Techbook  Co. 


Yale  Co-Op 

?r,:  2u3-n2-22i>D 
FAX-  80Q-354-92S3 


U-Conn  Co-Op 

PH:  2C3-^£c-3 


McMahon  8oo<s 


University  ol  Delaware 
Book  Store 


Micro  Center 

"D3-2C-'-5-LC'9 
FAX-  "'CG-Zli^-S^jS 


Olsson  s  Books 


Reiter  s  Scientiric  & 
Professional  Books 


Reprint  Book  Shop 


Softhouse 


University  of  Miami 
Bookstore 


Unhrersity  Book  S  Supply 

Universriy  of  Florida 
Bookstores 

V  =- 

Downtourn  Book  Center 


The  Monocle  Bootshop 

?n:  S'  3-S"9-5r2£ 


Engnsers  Booistore 
--  ::>635-59'5 

-L:    I",i-i:C7.=  S,"£ 


Georgia  Tech  Bookstore 


Oxford  Bookstore 

?H.  4i>4-262-3333 

Micro  Center 
FAX:-i:-:-559--::: 


Honolulu  Book  Shops 

-  I  V:a-i  5-:::  -z  Csmier 


Honolulu  Book  Shops 

=-i:  SCS-53T-6224 

Un  wsrsity  ol  Hawaii 
Bo€ksto<re 

H;£-9:c--33S 


Kroch  s  &  Brentano  s 

FAX-  3'2-332-«i"4 


College  Heights  Boci.s'.ur 


Joseph  Beth  Booksellers 
FAX:  &!^272-6S4S 
Kennedy  Bookstore 


Unhrersrly  of  Louisville 
Bookstore 


Morehead  State  University 
Bookstore 


Maryland  Book  Eichaige 


Unrversrty  Book  Center 


Boston  University 

FAJ(  SCO- 353-553' 

Northeastern  University 
Bookstore 


Waters 


lers 


SoltPio 

-PH:  61 7-273-29' i 
FAX:  5' 7-273-24; 

Cam'tjnage.  W- 
Harvard  Coop 


MIT  Coop 


QuairuT  BQ'Ois 


Waf-sWc-:^  a:  Ha'ianj 
Square 

6- "-354-52;- 


Ooen  Bc:> 


Ulrich  5  BcD'Store 

PH:  3'3--::-;;:' 


jocumdry's  Books 


Michigan  State  UniversSy 
Bookstore 


Student  Book  Store 


Young  S  W: 


UCLA  UiValle  Commons 
Bookstore 


UCLA  Students  Store 


Auraria  Book  Center 
Ttio  Tattered  Cover 


tts  Academic 


Papertack  Booksmith 

PH:  8113-922-5COU 


University  ol  Maine  Booksior 
FAX  20" -356-2835 


Baxter's  Books 

F.A).  6:2-3-9-4522 
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Know  Your  Subject  Inside  &  Out  with  Today's  Hottest  Computer  Books  from  Osborne 


dBASE   IV  1.5 
Inside  &  Out 

by  Edward  Jones 

$27.95 

ISBN:  0-07-881817-6 


Quattro  Pro  for  Windows 
Inside  &  Out 

by  Stephen  Cobb 
and  Bryan  Pfaffenberger 


Quattro  Pro  4 
Inside  &  Out 

Stephen  Cobb 

$27,95 

ISBN:  0-07-881 797- 


C++  Inside  &  Out 

by  Bruce  Eckel 

$29,95 

ISBN:  0-07-881809-5 


DOS  Inside  &  Out 

by  Kris  Janisa 

$24  95 

ISBN  0-07-881780-3 


QuarkXPress'  for 
Windows  Inside  &  Out 

by  Sybil  Ihrig  and  Emil  Ihrig 

$27  95 

ISBN:  0-07-881848-6 


Microsoft  Access® 
Inside  &  Out 

by  Mary  Campoell 

$27  95 

ISBN:  0-07-881818-4 


For  practical,  hands-on  guides  to  using  popular  software,  Osborne's 
Inside  &  Out  series  is  unbeatable.  Just  want  the  basics'?'  No  problem. 
These  books  provide  a  quick  start  to  the  fundamentals  so  you  get  going 
fast.  Or  maybe  you're  ready  to  explore  the  power  features  that  can  make  you 
more  productive.  You'll  find  intermediate  and  advanced  topics  discussed 
in  detail.  To  know  your  software  inside  and  out,  turn  to  Osborne's 
outstanding  Inside  &  Out  series. 


Osborne  liifu 

Copyright  .o  1992  IVIcGraw-Hill,  Inr 


AVAILABLE  NOW  AT  YOUR  LOCAL 
BOOK  AND  COMPUTER  STORES 
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MISSISSIPPI 


Mississippi  State,  MS 
MSU  Bookstore 

PH  50^-325-2247 


OxIo'O  f/S 
Ole  Miss  Bootcstore 

PH  601 -232-, -131 


MISSOURI 


ColumDa  WC 
University  Bookstore. 
University  of  Missouri 

PH  314-882-76Ti 
FAX;  314-882-6422 

St  Louis  MO 
The  Library,  Ltd. 

PH  314-727-8834 
FAX  314-727-0478 

Software  Plus 

PH  314-434-3311 
FAX  314-434-0524 

Washington  University 
Bookstore 

3h  3M-935-5696 


Nebraska  Bookstore 

PH  402-476-0111 
FAX  402-476-0111 


Ha-iover  NH 
Dartmouth  Bookstore 

PH  800-462-9009  (NH  only) 
800-52-1-8800  lUSAl 


NEW  jERSE^ 


Albuquerque.  NM 
Page  One 
PH  505-294-2026 


NEW  YORK 


HiqhtstOA- 
McGraw-Hill  Book  Store 

PH  609-426-5750 
FAX  212-512-4105 

Newark  Book  Center 

PH  201-542-7956 

New  Brunswick  NJ 
Rutgers  University  Book  Store 

PH  908-2-i5-S448 

Princeton  NJ 
Princeton  University  Store 

PH  509-92' -8500 
FAX  609-924-9651 


Bufta.o 
SUNY  Buffalo 

PH  716-636-3131 

inaci  NY 
Cornell  Campus  Store 

PH  507-255-293-i 

Triangle  Book  Store 

PH  607-272-7111 

New  York.  NY 
Classic  Book  Store 

PH  212-466-0668 

Coliseum  Book  Store 

PH  212-581-5352 

McGraw-Hill  Book  Store 

PH  212-512-4^00 
Fix  2'2-5'2--'C5 

New  York  University  Book 
Center 

=ri  212-998-4666 

Papyrus  Books 

PH  2"  2-222-3350 

Rockwell  Computer  & 
Software 

PH  r, 2-9-5-5935 
FAX  212-949-1252 

Niagara  Falls.  NY 
Book  Corner 

PH  715-285-2928 

=^QC"es;er  NY 
Campus  Connections 
Bookstore 

=  H  -6-475-2501 

Maplewood  Books 

-6-25-0521 

World  Wide  News 

PH  7 16-546-7 1-iO 


Cnase^  H  NC 
Bull's  Head  Bookshop 

PH  919-962-2420 

Intimate  Bookshop 

PH  919-929-0414 
FAX  919-967-2107 

Charlotte,  NC 
Intimate  Bookshop. 
Southpark  Mall 

PH  7C--366-5400 
FAX;  704-362-1200 


Cna-  o'le  NC  (cont.) 
Intimate  Bookshop, 
University  Place 

PH  -04-547-7400 
FAX  704-547- V,  07 

Little  Professor  Book  Center 
PH;  704-527-0706 

Durharn.  NC 
Duke  University  — 
Gothic  Bookshop 
PH;  919-684-3986 

G-ee-ivi'e  NC 
East  Carolina  University 
Student  Stores 
PH;  919-757-6731 

Raleigh,  NC 
North  Carolina  State  Univ, 
Bookstores 

PH  919-515-3573 

Wnslon-Salem.  NC 
Intimate  Bookshop 
PH  919-768-6400 
FAX  919-768-3127 


Beachwood.  OH 
Booksellers 

PH  216-831-5035 

Ctiagrm  Fa'is  OH 
The  Inside  Story  Book  Shop 

PH  216-543-8168 

Cmcinnat  OH 
Univ  of  Cincinnati  Bookstore 

PH;  513-556-1700 

Cleveland,  OH 
Case  Western  Reserve  Univ. 
Bookstore 

PH  216-368-2650 

Columbus  OH 
Long's  College  Bookstore 

PH  6''-i-29--45:  4 

Micro  Center 

PH  614-481-4407 
FAX;  614-481-5463 

The  Ohio  State  University 
Bookstore 

Ph  614-292-2991 
FAX  614-292-8983 

Day'on.  OH 
Books  &  Co. 

PH;  513-297-6358 
800-777-4881 
FAX  513-298-7895 

Wilkies 

PH  513-223-2541 

Wilkies  South 

PH  513--34-8821 

Fa  -born,  OH 
Wilkies 

PH.  513-429-1677 


Fa  rbon,  OH  icont.) 
Wright  State  University 
Bookstore 

PH;  513-873-2875 

Hollano.  OH 
Little  Professor  Bookstore 

PH;  419-865-0013 

Kent.  OH 
Kent  State  Univ.  Bookstore 

PH  216-572-2752 

Maytieid  HeigMs.  OH 
Micro  Center 
PH  216-449-7009 
FAX  216-449-7008 

-:  .,  River.  OH 
Booksellers 

PH;  216-333-7828 

Sharonville.  OH 
Micro  Center 
PH  513-782-8509 
FAX  513-782-8508 

Toledo  OH 
Leo's  Bookstore 

PH;  419-255-5506 


Portiapc,  OR 
Powell's  Technical  Books 

PH  503-222-3906 


PENNSYlVA' 

Altoona,  PA 
Tlie  Bookstore.  Inc. 

PH  814-943-1984 

BunlaT.  PA 
The  Bookstore.  Inc. 

PH;  717-248-2000 

Chambersburg.  PA 
README.DOC 

PH  800-678-1473 
FAX:  717-264-8614 

Everette.  PA 
The  Bookstore.  Inc. 

PH;  814-623-2000 

Huntingdon.  PA 
The  Bookstore,  Inc. 

PH;  814-943-1984 

.  —  ;•  Prussia,  PA 
Gene  s  Books 
PH;  215-265-6210 

Philadelphia.  PA 
Drexel  University  Bookstore 

PH  2^5-895-2851 

How-To-Do-lt  Bookshop 

Ph  2"  5-563-' 5' 5 

Quantum  Books 

PH  215-222-0611 
FAX  215-222-3148 


Philadelphia.  PA  (cont  • 
University  of  Pennsylvania 
Bookstore 

PH;  215-898-7520 

Pittsburgh,  PA 
Univ.  of  Pittsburgh  Bookstor 

PH  41 2-648-' 453 

West  Chester,  pa 
Chester  County  Book  Co 

PH-  215-696-166' 


RHODE  ISLAt.D  

Providence.  Rl 
Brown  University  Bookstore 

PH-  401-863-3168 


SOUTH  GAROLi' 


CD'y-^b-a  SC 
South  Carolina  Book  Store. 
Inc. 

PH-  803-799-/188 
FAX:  803-799-5521 


Campus  Bookstore 

PH  615-525-7336 

University  Book  &  Supply 
Store 

PH  615-974-3361 

Nashville,  IN 
Tower  Books 

PH;  615-327-8085 


BiacKSburc.  v'A 
Virginia  Tech  Campus 
Bookstore 
PH  703-231-5991 
FAX;  703-231-7786 

Richmond.  VA 
Book  Gallery 

PI-  3G-1-673-9613 


Beiievue.  WA 
Tower  Books 
PH  206-451-1110 

Seattle.  WA 
University  Bookstore 

PH  206-534-340C 


Harry  W.  Schwartz  Book 

PH  800-236-7323 
FAX  414-2/4-6408 
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BY  JAMES  C.  COOPER  AND  KATHLEEN  MADIGAN 


HE  ECONOMY  IS  STRONGER, 
UT  IT'S  NO  SCHWARZENEGGER 


s  ihe  U.  S.  economy  finally  beginning  to  show  a  pulse? 
Yes.  Growth  this  year  has  averaged  2.8%,  up  from 
only  1.2%  during  the  three  previous  quarters,  and 
latest  data  look  brighter.  Is  the  economy  ready  to  ex- 
d  at  the  nearly  4%  pace  indicated  by  the  gain  in 
d-quarter  gross  domestic  product?  Don't  count  on  it. 
he  economy's  better  showing  recently  is  the  result  of 
interest  rates,  rising  profits,  and  faster  productivity 
vth.  This  trio  is  chipping  away  at  many  of  the  struct- 
barriers  that  have  held  growth  back  for  so  long, 
the  problems  created  by  excessive  debt,  corporate  re- 
icturings,  overvalued  real  estate,  weak  banks,  and 
mse  cuts  are  far  from  resolved.  And  the  economy 
most  likely  run  into  them  again  in  coming  quarters. 

Lately,  the  data  have  been 
showing  more  muscle  than  in  the 
summer.  But  they  can  hardly  be 
characterized  as  strong.  For  ex- 
ample, the  index  of  leading  indi- 
cators, designed  to  forecast  the 
economy's  direction,  rose  0.4%  in 
October,  but  it  remains  in  a  flat 
trend,  no  higher  than  it  was  in 
July.  The  index  of  coincident  in- 
dicators, which  tracks  the  econo- 
my's current  path,  also  rose,  but 


NDICATORS  TELL 
HFFERENT  TALES 
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00,  shows  no  upward  momentum  ( chart  i. 
ther  numbers  from  factories,  retailers,  and  home- 
ders  also  have  improved  recently,  but  the  real  atten- 
-getter  was  the  upward  revision  to  last  quarter's  real 
.  The  Commerce  Dept.  said  the  economy  grew  3.9%, 
greater  than  the  2.7%  gain  originally  reported.  That 
;es  third-quarter  growth  the  strongest  in  nearly  four 
'S.  But  looking  deeper,  the  report  is  less  reassuring 
1  the  top-line  number  suggests. 

ICOME  The  GDP  report  reveals  three  problems 
ROWTH  that  weigh  on  future  growth:  First,  the 
EMAINS  jump  in  real  GDP  occurred  without  any 
rALLED  j,jgg  jQj^g  hours  worked  in  the  pri- 
!  sector.  That  means  a  robust  gain  in  productivity,  but 
for  household  incomes.  Consumer  spending  advanced 
ngly,  but  aftertax  income  did  not  increase  at  all. 
econd,  nonfarm  inventories  rose  last  quarter  at  the 
est  clip  in  two  years,  but  manufacturing  output  bare- 
icreased.  Imports  appear  to  have  accounted  for  some 
he  inventory  buildup,  but  much  of  it  may  have  been 
itended.  If  so,  future  production  growth  will  suffer. 
Manufacturing  does  appear  to  be  gaining  a  little  momen- 


PURCHASERS  SEE 
SOME  IMPROVEMENT 


tum  in  the  fourth  quarter,  but  consumer  demand  will 
have  to  stay  firm  for  that  to  continue.  The  purchasing 
managers'  index  of  industrial  activity  rose  to  55%  in  No- 
vember, from  50.6%  in  October,  according  to  the  National 
Association  of  Purchasing  Management  i  chart  I.  In  Septem- 
ber, the  index  had  slipped  below  the  50%  line  that  divides 
expansion  and  contraction  in  the  factory  sector. 

The  XAPM  said  the  overall  in- 
dex in  November  was  the  high- 
est since  May,  as  were  the  read- 
ings of  the  individual  components 
for  orders  and  production.  Of 
particular  note,  the  employment 
component  of  the  index  rose  in 
November,  suggesting  that  the 
erosion  of  factory  jobs  may  be 
moderating. 

The  third  problem  that  shows 
up  in  the  GDP  report  is  the  trade 
deficit's  growing  drain  on  the  econom\-.  Excluding  the 
drag  from  a  wider  trade  gap.  real  GDP  would  have  grown 
at  a  3.6%  pace  so  far  this  year,  instead  of  2.8%. 

That  drain  will  continue.  Although  exports  advanced 
smartly  last  quarter,  future  foreign  shipments  will  suffer 
from  recessions  in  Japan  and  Europe.  Also,  imports  will 
continue  to  come  in  at  a  faster  clip,  as  U.  S.  growth  picks 
up.  This  year,  the  merchandise  trade  deficit  is  on  track  to 
hit  S85  billion,  and  a  recent  Treasury  Dept.  report  says 
the  gap  could  exceed  SlOO  1)illion  in  1993. 

I HOW  LONG  The  most  troubling  of  the  three  prol)lems 
CAN  THE  is  the  divergence  in  the  growth  rates  of 
SPREE  consumer  spending  and  aftertax  income. 

Commerce  revised  third-quarter  consu- 
mer spending  upward,  from  an  already  strong  gain  of 
3.4%  at  an  annual  rate,  to  a  3.7%  advance.  Even  as  out- 
lays expanded,  though,  households'  real  disposable  in- 
come rose  only  0.4%. 

This  split  calls  into  question  whether  shoppers  can  con- 
tinue their  buying  spree.  The  early  reports  on  holiday 
shopping  are  encouraging.  But  if  consumers  continue  to 
spend  at  a  faster  clip  than  their  incomes  grow,  a  merry 
Christmas  could  give  way  to  a  dreary  New  Year. 

Incomes  did  get  off  to  a  good  start  this  quarter,  but 
one-shot  deals  exaggerated  the  gain.  Both  personal  and 
aftertax  incomes  rose  1%  in  October.  Even  with  a  0.4% 
rise  in  prices,  earnings  were  up  a  hearty  0.6%.  That 
jump,  though,  reflected  a  bounce-back  in  rental  income  af- 
ter hurricanes  Andrew  and  Iniki,  increased  farm  subsidies. 
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CONSUMERS  DIG  INTO 
THEIR  SAVINGS 


bonuses  to  auto  workers,  and  early-retirement  payments 
to  Postal  Service  workers.  Excluding  these  factors,  income 
was  up  0.4%,  the  same  pace  as  inflation. 

The  gap  Ijetween  income  and  spending  growth  is  more 
compelling  if  you  look  back  six  months.  From  April  to  Oc- 
tober, real  consumer-  outlays  rose  at  an  annual  rate  of 
3.4%.  That's  twice  the  1.7%  pace  of  real  aftertax  income. 

Moreover,  the  special  gains  that  boosted  October  in- 
comes won't  Ije  repeated  in  coming  months,  so  any  signif- 
icant pickup  in  income  will  have  to  come  from  growth  in 
jol)s  and  wages.  Such  gains  have  been  almost  nonexistent 
during  the  past  one-and-a-half  years.  Excluding  govern- 
ment transfer  payments,  real  personal  income  is  no  high- 
er now  than  it  was  at  the  end  of  1990. 

:  Without  sufficient  income,  con- 
sumers have  had  to  tap  into 
their  already  low  savings  in  or- 
der to  finance  purchases  I  chart  I. 
During  the  past  three  months, 
savings  as  a  percentage  of  after- 
tax income  stood  at  4.6%,  down 
from  5.5%  last  spring.  Consum- 
ers have  never  gone  into  an  eco- 
nomic upturn  with  such  a  low 
savings  rate. 

The  hurricanes  also  affected 
consumer  spending  in  (  )ctol;)er,  when  real  outlays  grew  by 
0.3%.  Piu'chases  of  durable  goods  siu'ged  by  1.8%.  with  big 
spenfling  on  furniture,  appliances,  and  ljuilding  materials. 
These  purchases  probably  reflected  rebuilding  from  the 
storms  as  well  as  gains  in  home  sales.  Although  housing 
activity  proceeds  in  zigs  and  zags,  home  luiying  remains 
one  of  the  brighter  spots  in  the  outlook. 

In  October,  sales  of  existing  homes  zigged.  while  new- 
home  sales  zagged.  Resales  jumped  9.1%,  to  an  annual  rate 
of  3.6  million— the  highest  level  in  foitr  years.  Sales  of  new 
single-family  houses  dropped  by  10.3%  for  the  month,  to  a 
()(H).(KK)  annual  pace.  l)Ut  sales  during  the  past  four  months 
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have  stayed  above  the  60(J.OO()  mark.  Home  buving  ha 
been  that  strong  since  1989. 

This  healthy  pace  suggests  further  spending  on  hoi 
related  items,  as  well  as  increased  activity  in  the  build 
industry.  Construction  spending  advanced  by  1%  in  0 
ber.  after  a  1.8%  jump  in  Septeml)er.  Rising  outlays 
residential  building  led  the  increases  in  both  months, 
addition  to  demand  for  new  houses,  hurricane  rebuild 
will  keep  builders  busy  in  coming  months. 

ILL  WINDS  The  hunicanes  not  only  destroyed  hoi 
BLEW  NO  but  also  battered  corporate  profits.  B 
GOOD  FOR  ness  losses  and  benefits  paid  by  insure 
EARNINGS  companies  subtracted  S42  billion  fr 
third-quarter  earnings.  As  a  result,  pretax  book  profits 
7%  last  quarter.  Without  the  storms,  earnings  would  h 
increased  by  4.2%,  to  a  record  high  (chart). 

Despite  the  hunicanes.  the  op- 
erating profits  of  nonfinancial 
corporations  managed  a  L6%  rise 
last  quarter.  That  kept  operat- 
ing profits  as  a  percentage  of 
output  at  8.7%,  the  highest  in 
two  years.  If  businesses  had  not 
written  off  their  hurricane-relat- 
ed losses,  this  margin  would 
have  continued  its  rise  of  recent 
quarters.  That  mainly  reflects 
the  slowdown  in  unit  labor  costs 
and  the  steep  reduction  in  interest  payments. 

With  earnings  likely  to  improve  this  quarter,  pr 
margins  could  swell  past  10%— a  level  not  seen  since  IJ 
That  will  help  cori^orations  achieve  the  financial  footing 
expand  pavTolls  at  a  faster  pace.  But  companies  will  h 
to  see  a  sustained  pickup  in  demand— particularly  fi 
consumers— before  they  are  confident  enough  to  add  w( 
ers.  And  job  growth  is  what  it  will  take  to  make  this 
pansion  feel  like  the  real  thing. 
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INSTALLMENT  CREDIT 


Monday,  Dec.  7 

Consumers  prol)al)ly  added  SHOO  million 
to  their  debt  loads  in  October,  say  econ- 
omists surveyed  by  MMS  International,  a 
division  of  McGraw-Hill  Inc.  A  modest 
gain  in  nonauto  retail  sales  suggests 
that  revolving  credit  continued  to  ex- 
pand. But  that  was  partially  offset  by  a 
decline  in  auto  financing,  as  indicated 
by  weak  car-lniying  in  October.  In  Sep- 
tember, installment  debt  rose  by  S1.6 
billion,  the  first  increase  in  eight  months. 

PRODUCER  PRICE  INDEX  

Thuisduij,  Die.  10.  ^<:SlJ  u.rn. 

Producer  prices  of  finished  goods  likely 

increased  1)V  onlv  0.2%  in  November, 


just  a  bit  taster  than  their  paltry  0.1% 
advance  in  October.  Excluding  the  vola- 
tile food  and  energy  components,  prices 
probably  rose  0.2%  as  well,  after  the\' 
dropped  0.1%.  Inflation,  especially  at  the 
wholesale  level,  continues  to  cool.  In  Oc- 
toljer.  producer  prices  were  rising  by 
onl\"  l.li'^  Dver  the  ])ast  year. 

CONSUMER  PRICE  INDEX  

Fridufi,  Dec.  11.  H:3()  ii.m. 
The  overall  consumer  price  index  prol)- 
aljly  rose  by  0.3%  in  November,  while 
the  core  inflation  rate— which  excludes 
food  and  energy— likely  was  up  by  only 
0.2%  last  month.  In  October,  the  total 
CPI  increased  0.4%,  and  the  core  rate 
rose  0.5%.  But  unusually  large  jumps  in 
the  costs  of  airline  tickets,  tobacco  prod- 


ucts, and  housing  accounted  for  mos 
the  gains.  In  general,  weak  deman( 
still  keeping  the  lid  on  inflation. 

RETAIL  SALES  

Friday,  Dec.  11,  H:.iO  (Lin. 
The  MM.S  economists  do  not  expect  t 
consumers  started  the  holiday  shopf 
season  with  a  l>aiig.  Retail  sales  are  j 
jected  to  have  risen  just  0.4%  in 
vember,  after  a  0.9%  surge  in  Octol 
Excluding  car  dealers,  store  recei 
probably  rose  a  modest  0.5%  last  moi 
after  a  0.4%  gain  in  October.  That'; 
line  with  -lohnson  Redbook  Servii 
findings,  published  by  brokerage  f 
LjTich,  .Jones  &  Ryan  Inc.,  which  si 
that  department-store  sales  alone  r 
bv  a  so-so  0.3%  in  November. 
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"Life  insurance  is  a  tough, 
competitive  business.  That's 
why  we're  always  looking 
tor  ways  to  lower  expenses, 
increase  productivity  and 
improve  profit  margins." 

"We  decided  to  turn 
over  our  mail  handling, 
reprographics,  desktop 
publishing  and  other  office 
functions  to  Pitney  Bowes 
Management  Services 
(PBMS)  because  we  needed 
a  partner  who  could  help  us 
keep  up  with  the  changes  in 
technology.  Pitney  Bowes 
was  that  partner." 

"We  found  that  there's  a 
real  similarity  between  the 
way  Pitney  Bowes  operates 
and  the  way  our  company 
operates.  And  that  made  the 
transition  to  PBMS  one  of 
our  smoothest  ever... they 
were  willing  to  work  all 
hours  to  meet  our  .schedules." 

"Now  that  we  have  the 
support  of  a  $3.3  billion 
company  handling  office 
serv  ices,  we're  able  to  better 
focus  on  the  businesses 
that  make  us  money." 

Al  Pitney  Bowes  Manage- 
ment Services,  customer 
satisfaction  is  a  commitment 
that's  at  the  very  fiber  of 
<nir  business.  It  shapes  the 
attitudes  and  actions  of  our 
people.  And  it's  reflected  in 
the  quality  and  reliability  of 
our  products.  What's  more,  we 
hack  it  up  with  our  Customer 
Satisfaction  Guarantee-  ^' 
For  more  information,  call 
1-mU-MR  BOWES  e.xt.  3086. 


"Since  Pitney  Bowes  took  over  our 
mail  and  reprographic  center, 
we  have  improved 


turnaround  and 
reduced  costs." 


Richard  Hedlund 
Senior  Vice  President  and 
Chief  Administrative  Officer 
Transamerica  Life  Companies 
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ROAD  WORK  AHEA 

FINANCING  THE  PROPOSED  PUBLIC-WORKS  BOOM  WILL  BE  A  CHALLENGE 


CAUFORNIA  FftEEWAY:  PKOItCTS  F80M 
aiUD6ES  TO  ElBER-OPTIC  NETWORK'S- TP 
HIGH-SPEED  RAIL  ARE  ENVISIONED 


Throughout  his  Presidential  cam- 
paign, candidate  Bill  Clinton 
wowed  prospective  voters  with  his 
bold  S80  billion  plan  to  boost  spending 
on  America's  infrastructure.  The  Dem- 
ocrat promised  to  spend  big  on  public 
works  not  only  to  jump-start  the  flag- 
ging economy  but  also  to  construct  the 
data  networks,  superhighways,  and 
high-speed  rail  lines  needed  to  ensure 
American  competitiveness  into  the  next 
century. 

Now,  President-elect  Clinton  has  a 
shot  at  turning  that  dream  into  reality. 
There's  only  one  small  problem:  How 
can  an  Administration  inheriting  a  S300 
billion  annual  deficit  pony  up  the  cash 
to — literally — rebuild  America? 

There's  no  shortage  of  funding  ideas 
(table).  A  massive  federal  public-works 
finance  bank.  Infrastructure  bonds  for 
regular-Joe  investors.  Gas  ta.x  increases. 


And  even  privatization  of  traditional 
government  services  such  as  building 
airports  or  refurbishing  creaky  bridges. 
There's  only  one  firm  rule:  Everything 
must  be  done  on  the  cheap. 
ODD  MIX.  Congress  will  soon  hear  de- 
tails of  many  of  the  plans.  Last  year  it 
established  the  Infrastructure  Invest- 
ment Commission  iiiC)  to  cook  up  ways 
to  lure  new  capital  into  public-works 
projects.  The  seven-member  commis- 
sion— a  mix  of  politicians,  financiers,  lob- 
byists, labor  leaders,  and  a  former  Rea- 
gan Administration  aide — is  scheduled  to 
report  to  Congress  in  January.  But  in 
mid-December,  it  will  give  a  sneak  pre- 
view of  its  findings  to  congressional 
leaders  close  to  the  Clinton  camp. 

"President  Clinton's  determination  to 
address  infrastructure  needs  has  given 
new  urgency  to  the  commission's  ef- 
forts," explains   Chairman   Daniel  V. 


Flanagan  Jr.  "We  hope  to  develo 
comprehensive  package  that  will 
the  new  Administration  and  the 
Congress  move  on  a  fast  track." 

Flanagan  believes  the  key  to  any  ( 
ton  infrastructure  blitz  may  be  figu 
out  a  way  to  tap  pension  coffers.  1 
pension  funds  hold  about  S3.1  trillio 
assets.  That's  more  than  the  current 
ue  of  common  shares  trading  in  I 
equity  markets  and  almost  equals  t 
U.  S.  banking  assets,  says  Universit 
Notre  Dame  economist  Teresa  Gh 
ducci.  She  estimates  that  the  funds  c( 
swallow  up  to  $30  billion  in  new  in 
structure  investments. 

Wooing  the  pension  funds  is  ea 
said  than  done,  however.  Any  attemp 
dip  into  their  vast  pools  of  capital 
renew  the  debate  over  the  propriety 
risking  the  retirement  savings  of 
lions  of  Americans.  In  addition,  pen: 
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5  have  long  scorned  con- 
onal  methods  for  financ- 
state  and  local  public- 
s  projects.  Since  pension 
5  are  tax-exempt,  they 
little  interest  in  the  low- 
,  tax-free  bonds  that 
:s  and  localities  issue. 

financiers  still  haven't 
ed  a  higher-yielding  se- 
^  that  most  municipal- 
can  afford, 
asion  fund  managers  haven't  ruled 
infrastructure  investments,  but 
re  skeptical.  "We're  willing  to  look 
hatever  they  come  up  with,  but  it 

be  off-the-wall  or  esoteric,"  warns 
1  G.  Bronner,  chief  executive  of  the 
ement  Systems  of  Alabama, 
it's  why  the  IIC  is  studying  a  prov- 
v^inner,   the   College  Construction 

Insurance  Assn.,  known  in  finan- 


cial circles  as  Connie  Lee.  Established  by 
Congress  in  1986,  AAA-rated  Connie  Lee 
sells  bond  insurance  that  lets  lower-rat- 
ed colleges  and  universities  sell  their 
own  construction  debt  in  the  private 
markets  at  lower  rates  and  for  longer 
terms  than  bank  debt.  Connie  Lee  has 
$4.7  billion  of  insurance  in  force  on  a 
capital  base  of  only  $102  million.  Al- 
though it's  federally  sponsored,  only 
Connie  Lee — not  the  Treasury  Dept. — is 
liable  for  defaulted  college  debt. 

The  lie  will  propose  next  month  that 
Congress  establish  a  quasi-governmental 
infrastructure  agency  built  on  the  Con- 
nie Lee  model.  It  would  operate  an  in- 
surance fund  to  guarantee  the  debt  of 
infrastructure  securities.  The  fund  could 
probably  be  capitalized  initially  for  about 
$3  billion,  but  still  allow  the  new  Admin- 


BANKROLLING  THE 
INFRASTRUCTURE  BINGE 


Ident-elect  Bill  Clinton  has  proposed  spending  $80  billion  over 
years  on  infrastructure.  Federal,  state,  and  local  governments 
have  to  find  new  ways  to  pay  for  the  work.  Here  are  some  of 
options  that  policymakers  are  considering: 


FEDERAL 

INFRASTRUCTURE 
INSURANCE  CORP. 


A  federally  chartered  body  that  would 
insure  infrastructure  projects,  making 
investment  in  them  more  attractive  to 
pension  funds.  It  could  guarantee  $80  bil 
lion  worth  of  projects  with  only  a  few  bil- 
lion dollars  in  actual  federal  outlays 


FEDERAL 

INFRASTRUCTURE 
BOND  BANK 


Besides  insuring  some  project  loans 
made  by  states  and  cities,  this 
entity  would  sell  its  own  bonds  to  pur- 
chase the  debt  of  less  liquid,  lower-rated 
municipalities.  But  its  proposed  capital- 
ization of  about  $25  billion  over  five 
years  may  be  too  costly 


INFRASTRUCTURE 
SAVINGS  BONDS 


Small-denomination,  tax-free  municipal 
bonds  could  be  sold  to  individual  inves- 
tors. This  would  require  changes  in  feder 
al  securities  rules.  And  the  bonds  proba- 
bly would  draw  far  less  revenue  than 
securities  targeted  to  pension  funds 


LETTING  BANKS  The  Tax  Reform  Act  of  1 986  cooled 

BUY  MORE  MUNIS         banks'  purchases  of  tax-exempt  issues. 

Making  it  easier  to  issue  bonds  that  offer 
banks  preferential  tax  deductibility  could 
steer  relatively  cheap  capital  to  small  lo- 
calities 

DATA  INFRASTRUCTURE  INVESTMENT  COMMISSION,  REBUILD  AMERICA  COALITION,  BW 


istration  to  claim  it  is  spurring  projects 
worth  up  to  $100  billion. 

But  mimicking  Connie  Lee's  success  is 
by  no  means  certain.  With  only  48  em- 
ployees, the  college  lender  is  far  less 
bureaucratic  than  any  national  infra- 
structure agency  could  ever  be.  And 
while  the  college  lender  is  pretty  much 
immune  to  political  pressure,  an  agency 
funding  billions  in  infrastructure  proj- 


ects seems  ripe  for  political  meddling. 

The  lie  commissioners  are  trying  to 
build  in  safeguards  against  becoming 
another  Washington  gravy  train.  They 
plan  to  require  stiites  to  provide  due  dili- 
gence on  projects  before  they're  consid- 
ered by  the  federal  agency.  In  many 
cases,  states  would  be  required  to  pro- 
vide matching  funds — a  potential  prob- 
lem, since  state  governments  are 
plagued  by  budget  shortfalls  them- 
selves. The  commissioners  are  also 
counting  on  the  markets  to  keep  the 
agency  honest.  Says  one  top  official: 
"We  believe  the  ratings  agencies  will 
force  the  disci|)line  that's  needed." 
RISKY  BUSINESS.  Other  lie  proposals, 
though,  may  give  the  markets  reason  to 
worry.  One  recommendation  would  allow 
the  infrastructure  corporation  to  guar- 
antee the  debt  of  some  proj- 
ects that  are  still  in  develop- 
ment or  construction — a  risky 
undertaking.  To  support  such 
lending,  the  commissioners 
believe  that  the  new  corpora- 
tion would  initially  require  a 
credit  line  from  the  Treasury. 
That's  sure  to  alarm  the  bond 
market.  Says  Public  Securi- 
ties Assn.  Vice-President  Mi- 
cah  Green:  "I  question  the 
wisdom  of  providing  govern- 
ment financing  for  projects 
too  risky  for  tax-exempt  fi- 
nancing." 

The  new  Administration 
also  needs  to  remember  that 
the  private  sector  has  a  way 
of  disappointing  government 
planners.  Just  look  at  Virgin- 
ia's toll  road  project,  the  na- 
tion's first  privately  funded 
toll  road  in  generations.  Pro- 
moters promised  that  the  15- 
mile,  $1.75-a-trip  tollway  be- 
tween Leesburg,  Va.,  and 
Washington's  Dulles  Interna- 
tional Airport  would  relieve 
traffic  congestion  while  spin- 
ning off  double-digit  returns 
for  private  lenders. 

Four  years  later,  not  an 
inch  of  pavement  has  been 
laid.  Investor-owned  Toll 
Road  Corp.  of  Virginia  has 
been  unable  to  round  up  the 
$310  million  in  construction  fi- 
nancing it  needs.  Now,  project  officials 
are  scrambling  for  federal  highway 
funds. 

Toll  Road  Corp.'s  woes  have  cast  a 
pall  over  the  prospects  for  pure  privati- 
zation of  public  works.  That  leaves  gov- 
ernment to  do  the  heavy  lifting  when  it 
comes  to  infrastructure.  And  at  both  the 
state  and  federal  level,  the  options  are 
few.  Last  year's  $150  billion  transporta- 


tion  bill  made  it  easier  for  states  and 
municipalities  to  charge  tolls  on  roads 
and  tunnels  built  with  federal  funds. 
But,  says  New  York  State  Thruway  Au- 
thority Chairman  Peter  Tufo,  "adding 
tolls  to  a  non-tolled  facility  is  going  to  be 
politically  very  difficult."  And  the  new 
Administration  had  better  think  twice 
before  it  dips  into  the  $S0  billion  surplus 
in  the  federal  transportation  and  airport 


trust  funds.  Any  money  withdrawn  from 
the  account  increases  the  budget  deficit 
by  a  like  amount! 

The  infrastructure  plans  of  many 
smaller  municipalities  would  probably 
benefit  more  from  federal  tax  law 
changes  than  from  a  national  public- 
works  corporation.  The  total  cost  to  mu- 
nicipalities of  reduced  tax  incentives  for 
banks  investing  in  muni  bonds  has  been 


$1.5  billion  since  1986,  according  to 
Rebuild  America  Coalition.  But  the 
chance  for  municipal  finance  relie 
breeze  through  Congress  would  pr 
biy  ride  on  the  coattails  of  a  bro 
infrastructure  agency  package.  And 
less  a  sugar  daddy  turns  up,  that  ch 
may  be  a  long  time  coming. 

By  James  E.   Ellis  in  Chicago, 
Christina  Del  Valle  in  Washington 


DOWNSIZING  I 


THE  PLANTS  THAT  GM 
WILL  PROBABLY  PADLOCK 


The  niito  maker  is  finally  ready  to  m.ikc  the  big  cuts  it  vowed  last  year 


The  sword  has  been  dangling  over 
General  Motors  Corp.  factories  for 
nearly  a  year:  Which  ones  will 
shut?  Finally,  the  wait  is  drawing  to  a 
close.  A  day  or  two  after  a  Dec.  7  board 
meeting,  GM  President  and  Chief  Execu- 
tive John  F.  Smith  Jr.  is  expected  to 
announce  where  the  cuts  will  come. 

By  choosing  which  factories  and  cars 
survive  and  which  die,  Smith  will  offer 
his  clearest  signal  yet  on  GM's  future 


direction.  The  message  has  been  a  long 
time  coming:  It  was  on  Dec.  18,  1991, 
that  the  auto  maker  said  it  would  close 
21  factories,  including  six  final-assembly 
plants.  Since  then,  it  has  identified  only 
two  of  the  six  plants  that  will  be  shut- 
tered: a  minivan  jjlant  in  Tarrytown, 
N.  Y.,  and  the  Willow  Run  big-car  fac- 
tory near  Ypsilanti,  Mich. 

Meanwhile,  GM  workers  across  the 
country  were  left  to  worry  about  their 


jobs.  Local  officials,  reliant  on  GM  tE 
crossed  their  fingers.  At  the  full-siz( 
plant  in  Orion  Township,  Mich.,  Ui 
Auto  Workers  Local  5960  President 
nie  Emory  says:  "We're  anxiously  ' 
ing  just  as  everyone  else  is." 

What  took  so  long?  Turmoil  at  the 
didn't  help.  But  even  without  the  re 
management  shakeup,  which  forced 
GM  Chairman  Robert  C.  Stempel,  P 
dent  Lloyd  E.  Reuss,  and  a  handfi 
other  senior  managers,  choosing  w 
plant  to  close  wouldn't  have  been 
(table).  (;m  had  to  weigh  each  pi; 
work  force,  proximity  to  suppliers, 
markets,  productivity,  and  a  host  of 
er  factors.  The  hardest  decision  of 
which  cars  and  trucks  to  jettison. 

COMPACT  CALCULATION.  In  sportS  I 

fls,  for  instance,  Smith  had  to  arn 
to  convert  the  1996  Chevrolet  Cor\ 
to  the  same  chassis  as  the  Chevy 
maro  before  he  could  move  Corvette 
duction  to  St.  Therese,  Que.,  and  tl 
fore  close  the  inefficient  Bowling  G 
(Ky.)  plant  where  'Vettes  are  now 
(box).  To  figure  out  how  many  smal 
plants  GM  could  close,  Smith  had  tc 
cide  how  many  of  the  cars  GM  could 
during  the  next  several  years.  Exclu 
the  surging  Saturn,  GM  has  the  cap; 
to  build  930,000  compacts  a  yeai 
plants  in  Lordstown,  Ohio,  and  Lans 
Mich.  That  means  he's  unlikely  to 
that  GM  can  sell  almost  1.2  million  s 
cars  a  year,  in  addition  to  Saturn, 
keep  the  Wilmington  (Del.)  plant  op 
Smith's  obvious  move  would  b( 
drop  g.m's  most  inefficient  plants.  A 
Bowling  Green,  however,  GM  has 
many  of  similar  mediocrity.  In  a  re 
study,  Troy  (Mich.)  consultants  Harl 


ON  GM'S  WATCH  LIST 


PLANT 


BOWLING  GREEN,  KY.     WENTZVILLE,  MO. 


OKLAHOMA  CITY 


WILMINGTON,  DEL. 


ARLINGTON,  TEX. 


PRODUCT 

Chevrolet  Corvette 

Pontiac  Bonneville, 
Oldsmobile  88, 
Buick  Park  Avenue 

Buick  Century  and 
Olds  Cutlass  Ciera 

Chevy  Beretto  and 
Corsica 

Buick  Roadmaster, 
Cadillac  Brougharr 
Chevy  Caprice 

EMPLOYMENT 

1,122 

4,200 

4,360 

3,500 

3,700 

EARLY  LINE 

DATA  COMPANY 
REPORTS,  BW 

GM's  least  efficient 
plant.  Saturn  could 
step  in  to  save  it 

In  a  tight  race  with 
Orion,  Mich., 
Wentzville  could  be 
the  loser 

Its  cars  are  due  for 
replacement.  Still, 
reputation  for  quali- 
ty and  proximity  to 
Mexico  could  help 

High-volume  Lords- 
town  (Ohio)  and 
Lansing  (Mich.) 
plants  may  make 
this  one  unnecessary 

Americans  must 
keep  buying  big, 
rear-wheel-drive 
cruisers  to  keep  it 
open 
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(Vssoc-iaU's  t-ompared  productivity  at 
North  American  assembly  plants 
led  by  GM,  Ford,  and  Chrysler.  CM 
tories  swept  the  bottom  10  spots, 
ne  of  the  plants'  woes  resulted  from 
rly  desifjned  and  tough-to-build  cars 
trucks.  Others  posted  slow  line 
eds — a  (;m  attempt  to  boost  quality. 
:  that  policy  also  hurts  productivity. 
Iven  CM  doesn't  dispute  the  report's 
;ouraging  conclusions.  Take  GM's 
it  in  Doraville,  Ga.,  which  now  builds 
Oldsniobile  Cutlass  Supreme  and  has 
n  promised  the  new  minivan  that  will 
lace  the  one  built  at  Tarrytown.  It 
3S  twice  as  many  workers,  4.97,  to 
^mble  a  car  there  as  it  does  at  Ford 
;or  Co.'s  Taurus  plant  just  down  the 
i  in  Atlanta. 

ANCING  ACT.  Smith  had  to  juggle 
political  concerns,  too.  The  Oklahoma 
r  plant's  reputation  for  quality  and 
i  labor  relations  may  not  have  been 
ugh  to  save  it:  Its  aging  Buick  Cen- 
f  and  Olds  Ciera  are  part  of  GM's 
ited  midsize  car  line.  But  its  proximi- 
0  Mexico  and  the  effects  of  the  pend- 
North  American  Free  Trade  Agree- 
it  may  tip  the  balance  in  its  favor, 
s  Daniel  D.  Luria,  a  senior  research- 
at  the  Industrial  Technology  Insti- 
ll "Mexico  is  the  wild  card." 
hen  there's  Canada.  GM  has  two  fac- 
es in  Oshawa,  Ont,  building  midsize 
>,  and  a  third  assembling  large  pick- 
.  An  obvious  cut"?  Maybe,  but  so  far, 
only  GM  of  Canada  assembly  plant 
to  close  is  the  small  Scarborough 
t.)  van  plant.  Exchange  rates  and 
er  health-care  costs  give  Canadian 
its  a  $7.50-per-hour  wage  advantage 
r  U.  S.  plants,  estimates  consultant 
les  E.  Harbour.  Still,  the  Canadian 
0  Workers  union  is  seen  as  less  ame- 
le  to  working  with  management  to 
e  GM's  problems,  and  the  UAW  wants 
ada  to  share  the  pain. 

0  cover  the  cost  of  its  closings,  the 
naker  already  has  taken  a  $4  billion 
[•ge.  Sanford  C.  Bernstein  &  Co.  ana- 
Joseph  G.  Paul  estimates  that  for 

ry  10,000  employees  who  leave  GM,  it 
Id  save  up  to  $700  million  a  year, 
t's  why  Smith  also  aims  to  trim 
te-collar  ranks  by  8,000  workers  in 

1  and  likely  will  also  announce  a  new 
kage  of  employee  buyouts  to  do  it. 
his  round  of  plant  closings  will  trim 
3  capacity  by  roughly  1  million  cars 

trucks,  to  5.4  million,  but  it  won't 
e  its  problems.  Indeed,  these  shut- 
'ns  may  not  be  the  last:  The  Arling- 

(Tex.)  plant  that  beat  out  Willow 
1  in  a  head-to-head  contest  may  sur- 
'.  only  as  long  as  Americans  keep 
ing  its  big  cars.  That  means  GM 
its  and  their  communities  may  find 
:  Smith's  decisions  are  final — but 
r  for  now. 

B)/  James  B.  Treece  in  Detroit 


END  OF  THE  LINE  FOR 
THE  'HOME  OF  THE  CORVETTE'? 


lenry  "Red"  Hoerchler  is  one  of 
General  Motors  Corp.'s  gypsies. 
1  When  the  auto  giant  closed  a 
St.  Louis  assembly  plant  in  1981,  he 
uprooted  his  family  and  moved  to 
Bowling  Green,  Ky.,  to  help  build  Cor- 
vette sports  cars.  But  after  2V2  years 
of  unsuccessfully  trying  to  sell  his  old 
house  in  Breese,  111.,  Red  decided  to 
move  the  family  back.  To  see  them,  he 
has  had  to  commute  520  miles  round- 
trip  every  weekend  for  the  past  de- 
cade. "It's  not  a  good  situation,"  he 
lamented  one  recent  afternoon,  over  a 


DAVE  EVANS'  JOB  IS  AT  RISK,  ALONG  WITH  1,121  OTHERS 


can  of  Busch  at  Dollie's  tavern  near 
the  plant.  But,  he  added,  "You  go 
where  the  job  is." 

Red  might  have  to  decamp  again 
soon.  The  Corvette  plant  in  Bowling 
Green  is  one  of  several  inefficient  fac- 
tories that  likely  will  be  shut  in  the 
latest  round  of  GM  closings,  scheduled 
to  be  announced  as  early  as  Dec.  7.  If 
it  gets  the  ax,  many  of  the  factory's 
1,122  blue-  and  white-collar  workers 
could  lose  their  jobs.  The  closing  would 
also  shake  up  Bowling  Green:  GM  is  the 
third-largest  employer  in  this  quiet 
community  of  45,000,  located  two  hours 
southwest  of  Louisville.  The  auto  mak- 
er is  also  its  biggest  taxpayers. 
DEAD  LAST.  United  Auto  Workers  offi- 
cials and  community  leaders  are  opti- 
mistic that  the  factory  will  survive. 
"We're  one  of  the  few  plants  making 
money,"  asserts  Billy  G.  Jackson,  pres- 
ident of  UAW  Local  2164.  And  such 
folks  as  Dennis  Griffin,  president  of 
the  local  Chamber  of  Commerce,  figure 
it  is  unlikely  to  close  because  GM  com- 
pletely renovated  the  facility  after  tak- 
ing it  over  from  a  Chrysler  Corp.  parts 
subsidiary  in  1980.  Saturn  could  also 
step  in  to  keep  the  plant  running. 

But  there  are  reasons  to  worry 
about  its  future.  The  Corvette  plant  is 


the  least  productive  Big  Three  assem- 
bly operation  in  North  America,  says  a 
recent  study  by  Harbour  &  Associates, 
a  Troy  (Mich.)  consulting  firm.  It  re- 
quires 11.37  workers  to  assemble  each 
car,  more  than  twice  what  Honda  Mo- 
tor Co.  uses  for  the  Acura  NSX  sports 
car.  Despite  the  extra  attention,  quali- 
ty is  below  the  industry  average.  The 
factory  also  runs  just  one  shift  instead 
of  the  usual  two. 

Losing  the  Corvette,  which  may  be 
built  in  St.  Therese,  Que.,  instead, 
would  leave  a  gaping  hole  in  Bowling 
Green's  economy.  The 
annual  payroll  of  $48.7 
million  represents 
nearly  one-fourth  of 
the  county's  total  man- 
ufacturing wages. 
Then  there's  the  ripple 
effect:  If  the  plant 
goes,  an  additional 
6,600  non-GM  jobs  could 
go  with  it,  the  Com- 
merce Dept.  figures. 
"The  majority  of  our 
customers  are  GM 
workers,"  says  Tonia 
Bowles,  a  clerk  at  Bar- 
ren River  Beverages, 
near  the  plant.  "If  we  didn't  have 
them,  we  would  be  hurt  bad." 

Indeed,  the  closing  would  be  a  psy- 
chological blow  to  a  community  whose 
identity  is  so  closely  tied  to  the  car. 
The  cover  of  the  tourist  commission's 
guide  proudly  proclaims  Bowling 
Green  as  "Home  of  the  Corvette." 
About  40,000  visitors  tour  the  plant 
each  year.  And  backers  of  a  National 
Corvette  Museum — set  to  go  up  next 
year  with  the  help  of  $1.5  million  in 
local  donations — hope  to  draw  500,000. 
But  "without  the  Corvette  plant,  the 
museum  would  lose  its  greatest  attrac- 
tion," laments  Robert  E.  Aldridge, 
president  of  American  National  Bank 
&  Trust  Co. 

Back  at  Dollie's  bar.  Corvette  work- 
ers are  trying  not  to  think  too  much 
about  their  uncertain  future.  Many, 
like  Red  Hoerchler,  have  lived  through 
closings  before.  After  years  of  broken 
promises  and  sour  relations  with  GM 
management,  they've  developed  tough 
skins.  Many  say  they're  planning 
Christmas  shopping  sprees,  just  as  in 
past  years.  Declares  Dave  Evans:  "You 
can't  let  General  Motors  dictate  your 
life."  But  neither  can  these  workers 
dictate  the  fate  of  their  factory. 

Bi/  David  Woodruff  in  Bowling  Green 


THE  ECONOMY  I 


WHY  THIS  ROUND  OF  LAYOFFS 
WOH'T  DERAIL  THE  RECOVERY 


Signs  of  strength  throughout  the  economy  outweigh  the  cutbacks 


T! 


Company                   Current  or  onlicipoted  cuts 

AMERICAN  AIRLINES 

576 

BELLSOUTH 

8,000 

BOEING 

2,500 

DIGITAL  EQUIPMENT 

7,000 

PRAn  &  WHITNEY 

1,470 

CHEVRON 

1,000 

TRAVELERS 

5,000 

...BUT  INCOMES  ARE  RISING 

3.60 


his  was  the  wron^  sort  of  turkey. 
On  the  first  day  back  after  the 
k)nj^  Thanksjjivinfr  weekend,  al- 
most l.oOO  hourly  workers  at  the  Con- 
necticut jet-enj^ine  plants  of  United 
Technologies'  Pratt  &  Whitney  Div.  re- 
ceived an  unwelcome  present:  layoff  no- 
tices. On  the  same  day,  aluminum  j^iant 
Reynolds  Metals  Co.  offered  early  retire- 
ment to  about  700  salaried  employees  in 
a  move  to  cut  costs,  and  American  Air- 
lines Inc.  permanently  eliminated  more 
than  500  management  jobs. 

Just  like  last  year,  Corporate  America 
is  greeting  the  holi- 
day season  with  a 
spate  of  job-trim- 
ming and  cost-cut- 
ting. From  insurance 
companies  to  com- 
puter makers,  corpo- 
rations are  slicing 
their  payrolls  to 
make  li)93  a  l)etter 
year  for  profits  (ta- 
ble). General  Motors 
Corp.,  for  example, 
will  pare  8,000  white- 
collar  positions  over 
the  next  year  (page 
34),  and  Boeing  Co. 
is  cutting  jjroduction 
and  chopping  2,500 
jobs.  Once  again, 
economists  and  jxili- 
ticians  are  worrying 
that  the  reality  of 
tens  of  thousands  of 
layoffs — and  the 
fear  of  more — will  drive  tiie  economy 
back  into  the  doldrums. 
OLD  NEWS.  Hut  this  time  around,  those 
scary  announcements  won't  knock  the 
recovery  off  stride.  In  the  past  few 
months,  the  economy  has  edged  onto  sol- 
id ground:  Third-quarter  growth  hit  an 
unexpected  3.9'/,  real  incomes  rose  in 
October  (chart),  and  manufacturing  or- 
ders are  up.  .Retailers  are  reporting  that 
Christmas  shoppers  are  willing  to  crack 
open  their  wallets  a  bit  more  this  year. 

What's  more,  many  of  the  recent  an- 
nouncements aren't  new  cuts.  Instead, 
they  reflect  long-term  downsizing  i)lans 
made  public  months  ago.  Chevron  Corp., 
for  example,  recently  announced  it  was 
going  to  slice  1,000  positions  from  its 
San  Francisco  headquarters.  While  the 


exact  details  were  a  surprise,  the  cuts 
were  not,  since  Chevron  committed  itself 
in  January  to  a  major  restructuring  in 
response  to  sluggish  energy  markets. 

While  news  of  job  cuts  by  big  comi^a- 
nies  gets  big  publicity,  less  attention  is 
paid  to  the  steady  stream  of  hiring  in 
smaller  businesses.  Take  the  computer 
manufacturing  industry,  which  has  lost 
18,000  jobs  over  the  past  year,  including 
the  well-publicized  bloodletting  at  IBM, 
Digital  Equipment  Corp.,  and  others. 
But  over  the  same  period,  software  and 
other  computer  services  companies  have 


has  more  than  made  up  those  job  lose 
Sometimes,  the  same  company  do 
the  firing  is  doing  the  hiring.  Ameri< 
Airlines  is  laying  off  managers,  bu 
will  add  more  pilots,  flight  attendai 
and  mechanics  next  year  as  it  takes 
livery  of  new  airplanes.  As  a  result, 
company's  head  count  of  97,000  is 
pected  to  rise  in  1993.  Polaroid  Co 
too,  plans  to  take  on  new  people  in  f; 
growing  parts  of  the  company  such 
medical  imaging,  even  as  it  sheds  ab 
3(J0  jobs  through  an  early  retirem 
program  in  its  photographic  business 
FARMED  OUT.  Many  of  the  staff  jobs 
by  corpoi-ations  don't  disappear — the] 
shifted  outside  the  company  to  pro: 
sional  services  outfits.  Consequen 
employment  at  management  consult 
firms  is  up.  McKinsey  &  Co.,  for  ex; 
pie,  expects  to  grow  in  the  U.  S.  by 
this  year.  "Clients  have  been  outsoi 
ing  policy-making  and  consulting  ! 
vices  that  used  to  be  done  internal' 


THE  JOB  CUTS  CONTINUE... 


3.45 


0 


DISPOSABLE  INCOME 


^MY  '9I  JAN  '92 

A  TRIIUONSOF  1987  DOIURS 

DATA:  COMPANY  REPORTS,  COMMERCE  DEPT. 


PRATT  &  WHITNEY:  DEFENSE-RELATED  LAYOFFS  AREN'T  OVER  YET 

En 


added  2(),000  jobs.  Even  in  New 
gland,  many  skilled  workers  laid  off 
from  HKC,  Data  (jeneral,  and  Wang  Lalv 
oratories  have  found  jobs  with  smaller 
businesses  in  software,  telecommunica- 
tions, and  other  areas.  A  new  survey 
from  the  Massachusetts  Software  Coun- 
cil says  software  companies  intend  to 
boost  their  Massachusetts  employment 
by  17'/'  over  the  next  year. 

And  you  would  never  know  from  the 
news  that  more  people  are  working  in 
financial  services  this  year  than  last.  In- 
surance companies  such  as  Travelers 
Corp.  are  cutting  their  payrolls  sharply 
to  boost  efficiency,  and  banks  are  still 
slimming  down.  But  a  solid  increase  in 
securities-industry  employment,  driven 
by  near-record  profits  on  Wall  Street, 


says  Terry  Williams,  McKinsey's  recr 
ment  director. 

Right  now,  the  biggest  drag  on 
economy  is  layoffs  at  defense  conti 
tors.  Over  the  past  year  alone,  the  mi 
defense-related  industries  have  si 
140,000  manufacturing  jobs,  and  th 
are  likely  more  to  come. 

Still,  economists  expect  a  rebound 
economy  to  generate  a  million  or  m 
jobs  over  the  next  year,  enough  to 
sorb  the  job  losses  at  defense  conti 
tors  and  problem  companies  such  as  i 
That  means  that  while  the  latest  layc 
may  slow  the  rebound,  they're  not  ab 
to  bring  it  to  a  dead  stop. 

Bi/  Michael  J.  Maude!  in  Ncic  York,  u 
Julie  Tilsiier  in  Neie  Haven  and  bun 
repoiis 
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Commentary/by  Brian  Bremner  and  Jonathan  B.  Levine 


LETHAL  WARES:  IF  ONE  NATION  SLEEPS,  A  NIGHTMARE  FOR  ALL 


I  ■nsettlitig  scenes  from  around 
IHthe  globe:  Russia,  Ukraine,  and 
Kazakhstan  auction  off  chunks 

■  the  former  Soviet  arsenal.  Nuclear 
annabes  Iran  and  Pakistan  edge  clos- 

■  to  success,  thanks  to  covert  pur- 
lases  of  plutonium  and  a  booming 
ternational  trade  in  commercial  tech- 
)logies  for  making  atomic  bombs, 
nd  now  comes  word  that  Washington 
ay  sell  once-top-secret  espionage  sat- 
lites  to  such  allies  as  South  Korea 
id  the  United  Arab  Emirates. 

All  nations  face  a  worldwide  prolifer- 
ion  of  technology  that  may  make  the 
'90s  a  dangerous  decade.  Curbing 
e  spread  of  weapons  will  be  a  top 
jrry  for  the  Clinton  Adminis 
ation — and  a  g'-owing  con 
rn  internationally.  The 
)ordinating  Committee 
I  Multilateral  Export 
)ntrols  (COCOM),  the 
;ency  that  monitors 
ports  to  the  former 
)viet  bloc,  adopted 
rict  rules  in  late  No- 
■mber  for  transfer- 
ig  high-tech  items  to 
ese  new  democracies. 
)  qualify  for  such 
ansfers,  they  must 
t  controls  and  prove 
ere  are  no  holes. 
UNT  MEASURES.  But  COCOM's  Europe- 
1  focus  misses  many  nations  selling 
ual-use"  equipment:  high-tech  com- 
ercial  items  that  can  be  diverted  to 
ilitary  use.  Once,  its  technocops  could 
ntrol  technology  flows  by  focusing 
,  NATO  and  the  Warsaw  Pact.  Now, 
cond-tier  exporters — such  as  Brazil, 
lina,  Israel,  and  South  Africa,  plus 
ch  newly  industrialized  Pacific  Rim 
lyers  as  South  Korea  and  Taiwan — 
e  selling  sophisticated  weaponry, 
mmercial  nuclear  reactors,  and  high- 
wered  computer  chips. 
Meanwhile,  Washington's  attempts 
control  the  flow  is  like  a  finger  in 
e  proverbial  dike.  Often,  it's  the 
rictly  industrial  products  that  get 


stopped — at  a  heavy  cost  to  American 
business.  As  exporters  such  as  Boeing, 
IBM,  and  Intel  will  point  out,  the  U.  S. 
uses  blunt  measures,  such  as  bilateral 
trade  sanctions,  to  control  high-tech  ex- 
ports and  pursue  other  foreign  policy 
goals.  These  curbs  have  lost  American 
companies  precious  overseas  business 
to  foreign  rivals,  whose  governments 
are  less  discriminating  about  selling  to 
such  countries  as  Iran  or  Vietnam. 

Balancing  foreign-policy  goals  with 
the  realities  of  export  competition  will 
be  a  kev  test  of  the  new  Administra- 


tion. That  would  require  the  world's 
major  exporters  to  agree  on  common 
menaces,  and  then  to  ban  dual-use  ex- 
ports to  them.  It  won't  be  easy.  At  last 
summer's  economic  summit,  America's 
overtures  on  controlling  high-tech 
trade  were  not  warmly  received.  "We 
can  all  agree  on  Saddam  Hussein  and 
Qadaffi,  but  that's  about  it,"  says  a 
Dutch  export-control  official. 

In  that  case,  Clinton  may  have  to 
open  the  export  gate  for  many  widely 
available  items — or  risk  sabotaging 
U.  S.  exports  that  he's  counting  on  to 
make  his  own  economic  growth  agenda 
happen.  Intel  Corp.  faces  an  average 
wait  of  three  months  for  permission  to 
export  specialized — though  hardly 


rare — gaskets  and  valves  to  its  semi- 
conductor plant  in  Israel.  Why?  They 
could  conceivably  be  used  to  make  mis- 
siles. Clinton  senior  defense  adviser 
John  Holum  agrees  that  the  process  is 
outdated:  "There  are  plenty  of  items 
on  lists  simply  because  nobody  has 
bothered  to  take  them  off,"  he  says.  In 
exchange  for  regulatory  relief,  compa- 
nies must  share  the  burden  of  checking 
the  credentials  of  foreign  customers. 
TALI  ORDERS.  Building  a  consensus 
among  the  world's  major  arms  export- 
ers might  be  easier  if  they  all  played 
by  the  same  rules.  They  should  also 
harmonize  control  lists,  so  that  ex- 
port bureaucrats  can  be  keeping 
tabs  on  the  same  sensitive 
technologies. 

Of  course,  buyers  need 
close  monitoring,  too. 
Developing  countries 
that  are  interested  in 
owning  a  satellite 
launch  system,  for  ex- 
ample, should  permit 
third-party  inspections 
to  ensure  that  the  tech- 
nology is  used  only  for 
civilian  purposes.  And 
the  major  industrial  na- 
tions should  regularly 
share  data  to  detect  il- 
licit weapon  programs. 
At  home,  the  Clinton  Administration 
must  improve  controls.  Now,  an  appli- 
cant for  an  export  license  must  consult 
six  major  control  lists,  each  adminis- 
tered by  up  to  five  different  depart- 
ments. One  Clinton  insider  says  the 
President-elect  may  give  sole  export- 
control  authority  to  his  new  Economic 
Security  Council,  streamlining  the  li- 
censing process. 

Refashioning  the  American  export- 
control  policy  and  building  an  interna- 
tional coalition  to  check  proliferation 
are  tall  orders  for  a  new  President.  Yet 
Clinton  has  little  choice.  The  alterna- 
tive is  a  world  of  potential  enemies — all 
armed  to  the  teeth  with  high-tech 
weaponry. 


THREE  STEPS  TO 
BETTER  EXPORT 
CONTROLS 


GET  ALLIES  ON  BOARD 
The  U.S.  and  its  partners  coop- 
erate well  in  controlling  exports 
to  communist  and  former  com- 
munist nations.  But  the  Clinton 
Administration  must  win  sup- 
port on  stemming  dangerous 
exports  to  new  trouble  spots 


DEMAND  FULL  DISCLOSURE 
Developing  countries  that  claim 
to  want  high-tech  items  for 
purely  commercial  purposes 
must  agree  to  outside  inspec- 
tions. The  major  nations  should 
share  intelligence  data  to  stop 
illicit  diversions 


CENTRALIZE  AND  STREAMLINE 

The  U.S.  should  cut  from  five  to 
one  the  number  of  agencies 
that  hove  a  say  in  granting  ex- 
port licenses.  Controls  should 
be  removed  from  items  such  as 
laptops  and  some  common  ma- 
chine tools 
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EXECUTIVE  PAY  I 


CLINTOH  STARTS 
A  STAMPEDE 


Execs  rush  to  cash  options  for  fear 
of  a  penalty  tax  on  excessive  pay 


Cull  it  "the  bif?  flush." 
P'earful  that  President-elect  Clin- 
liin  will  impose  a  penalty  tax  on 
excessive  executive  pay  next  year,  cor- 
porate chieftains  are  beginninj);  to  cash 
in  stock  options  and  other  bennies  in  the 
final  weeks  of  1992. 

Leadinji  the  pack  are  Walt  Disney 
Co.'s  two  top  executives,  who  picked  up 
more  than  $250  million  on  Nov.  30  by 
taking  options  on  6.6  million  shares  of 
the  company's  stock.  Chairman  Michael 
D.  Eisner  exercised  5  million  options  dat- 
ing from  1984,  a  transaction  that 
brought  him  a  record  $193  million  stock- 
option  gain.  President  Frank  G.  Wells 
exercised  more  than  1.6  million  options, 
for  a  $63  million  gain. 

Eisner  said  he  took  the  action  because 
of  the  likelihood  of  a  new  penalty  tax. 
"Disney  has  the  right  to  make  its  execu- 


tives rich  as  Aladdin," 
says  Senator  Carl  Levin 
(D-Mich.),  who  lias  held 
hearings  on  executive 
pay.  "But  its  books  ought 
to  show  their  wealth 
came  out  of  the  compa- 
ny's coffers  at  sharehold- 
ers' expense." 

Earlier  this  year,  the 
House  and  Senate  passed 
legislation  that  would 
have  barred  companies 
from  taking  a  deduction 
on  annual  pay  in  excess 
of  $1  million  per  execu- 
tive. Bush  vetoed  the  tax 
package  that  included 
this  measure,  but  Clinton  is  expected  to 
approve  it  next  year.  Disney  said  elimi- 
nating the  tax  break  would  have  cost  it 
$80  million  to  $100  million  on  the  options 
exercised  by  Eisner  and  Wells. 
'RHETORIC  Although  Eisner  says  he  ex- 
ercised his  options  to  save  shareholders 
money,  the  I)isney  chairman  may  have 
saved  himself  $15  million  in  personal 
taxes,  estimates  executive  pay  critic 
Graef  S.  Crystal.  That's  because  Clinton 
is  expected  to  raise  the  maximum  tax 
rates  for  individuals  earning  more  than 
$200,000  and  to  impose  a  surtax  on  those 


DISNEY  CHAIRMAN  EISNER 
REALIZED  $193  MILLION 


making  more  than  $1 
lion  a  year.  "There's 
ing  to  be  a  stamped 
people  doing  this," 
diets  Crystal.  "Thi 
close  out  these  opi 
with  the  rhetoric 
they're  saving  the  si 
holders  money." 

Many  executives 
options  that,  if  exerc 
would  be  worth  mill 
Stephen  A.  Wynn,  c 
man  of  Mirage  Res 
Inc.,  exercised  a  pil 
1983  options  for  a  i 
million  gain  on  De( 
Leon  C.  Hirsch,  chair 
of  U.  S.  Surgical  Corp.,  could  cc 
about  $22.9  million  if  he  triggered 
currently  exercisable  options  at  re 
stock  prices.  Hirsch  could  not  be  rea 
for  comment. 

Executive  pay  consultants  say  tha 
ents  are  not  only  cashing  in  gene 
stock  options  but  are  also  accelers 
yearend  bonuses  and  claiming  defe 
compensation  to  evade  higher  taxes 
year.  Now,  they  had  better  hope 
Clinton  can't  find  a  way  to  make  his 
retroactive. 

By  John  A.  Byrne  in  New 


EXECUTIVE  SUITE  I 


IBM'S  HEIRS 
APPARENT? 


One  of  the  five  new  senior  veeps 
may  succeed  Akers  in  1994 


As  the  computer  industry  wrestles 
with  massive  change,  nobody  in- 
volved is  getting  more  attention 
than  ib.m's  chairman  and  chief  executive, 
John  F.  Akers.  He  swept  all  heirs  ajjpar- 
ent  out  the  door  about  a  year  ago  and 
since  has  seemed  determined  to  tackle 
IBM's  problems  on  his  own. 

On  Nov.  25,  however,  Akers 
promoted  five  executives  to  se- 
nior vice-president.  The  company 
warned  against  reading  ton 
much  into  the  move,  and  ana- 
lysts such  as  Robert  Djurdjevic, 
president  of  Annex  Research, 
say  the  elevations  contain  "no  se- 
cret messages  about  succession." 
But  the  clock  is  ticking  for 
Akers,  who  in  1994  will  turn  60 
and,  if  IBM  tradition  holds,  retire. 
Akers  could  hang  on,  of  course. 
But  with  no  clear  successor  in 
sight,  handicappers  can't  resist 
evaluating  the  five  new  senior 


vice-presidents:  Ned  C.  Lautenbach, 
head  of  Asian  marketing;  Robert  J.  La- 
Bant,  U.  S.  marketing  chief;  M.  Bernard 
Puckett,  a  software  and  services  execu- 
tive; James  A.  Cannavino,  who  has 
charge  of  desktop  systems;  and  Ellen  M. 
Hancock,  IBM's  networking  chief. 
RATING  THE  FIELD.  All  have  Strengths 
that  an  IBM  cKo  could  use.  LaBant 
proved  his  marketing  mettle  overseeing 
IBM's  AS/400  minicomputer,  now  a  $14 
billion  business  for  IBM.  The  key  strate- 
gy: a  strong  focus  on  software  for  spe- 
cific industries.  Similarly,  Lautenbach 
once  oversaw  IBM's  investments  in 
scores  of  small  software  companies. 

Cannavino's  experience  ranges  from 
mainframe  development  to  running 
IBM's  besieged  personal-computer  group. 
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Hancock,  Big  Blue's  highest-ran 
woman  ever,  brings  strength  in  tele' 
munications,  a  key  technology  for 
future.  And  Puckett,  a  southe 
known  within  IBM  for  his  serious 
meanor,  has  valuable  marketing 
mainframe-development  experience. 

Lautenbach,  some  ex-iBMers  sa^ 
the  strongest  candidate.  If  IBM's  pe 
mance  continues  to  disappoint  inves 
though.  Big  Blue  might,  for  the 
time,  turn  to  an  outsider  for  GEO. 
now,  according  to  an  outside  directo 
cently  quoted  in  The  Wall  Street  J 
nal,  the  board  continues  to  back  Al 
He  remains,  however,  under  fire  1 
stockholder  groups. 

Whoever  gets  the  job  will  have  pi 
to  do.  "There's  a  total  lack  of  visi 
says  one  former  top  IBM  ej 
five.  The  company  is  betting 
heavily  on  its  product  groups 
says,  and  not  enough  on  ur 
standing  specific  industi 
Akers  "sure  as  hell  isn't  pul 
a  jolt  of  electricity  into  the  i 
pany,"  the  ex-lBMer  says. 

An  outsider  might  deliver 
right  voltage.  For  now,  A 
can  only  hope,  as  President-! 
Clinton  is  doing,  that  the  re 
signs  of  economic  recovery 
true.  If  so,  both  men  could  a 
more  drastic  interventions. 
By  John  W.  Verity  in  New 


GET  OFF  THE  BEATEN  PATH  WITHOUT  LEAVING  TOWN.  If  you  love  driving, 
,  you're  always  looking  for  a  better  way  to  get  from  here  to  there.  That's  the  philosophy  behind  the 
1993  Mazda  626  ES.  Because  in  a  class  of  cars  that  strives  to  be  average,  this  car  has  unique  virtues 
and  a  character  all  its  own.  a^fe  Its  elegant  exterior  echoes  the  curves  of  a  coastal  highway,  while  the  interior 
cradles  you  in  comfort  and  security.  A  24'valve,  aluminum  alloy  V6  is  one  of  the  smoothest,  quietest  piston 
engines  in  the  world.  And  an  agile  suspension  gives  you  the  advantage  in  tight  traffic.  Harmony  of  style  and 
performance  set  this  new  626  apart.  Qualities  that  are  at  the  heart  of  every  Mazda.  S  So  take  to  the  road  in 
the  all-new  Mazda  626  ES.  And  discover  how  it  feels  to  go  your  own  way  every  time  you  turn  the  key. 


LEGAL  AFFAIRS  I 


AT  TELEDYNE, 

A  CHORUS  OF  WHISTLE-BLOWERS 


\\'orkers  charge  the  defense  contractor  with  a  pattern  of  corruption 


S 


hortly  after  starting  work  at  Tele- 
|dyne  Systems.  Klaus  Kirchhoff 
was  told  that  the  defense  contrac- 
tor kept  two  sets  of  books.  There  was 
the  thick  white  binder  filled  with  "offi- 
cial" cost  estimates  for  the  Pentagon. 
Then.  Kirchhoff  alleges  in  a  1989  law- 
suit, there  was  the  green  binder,  con- 
taining different  numbers  for  identical 
work.  "I  was  told  to  keep  it  under  lock 
and  key  at  all  times."  charges  Kirchhoff. 
who  worked  as  a  contract  costs  analyst 
in  1988.  "It  seemed  illegal  as  hell." 

Kirchhoff  isn't  alone  in  his  harsh  as- 
sessment of  Teledyne  Inc.,  a  S3.2  billion- 
a-year  conglomerate.  The  Pentagon  con- 
tractor is  fighting  suits  that 
have  battered  its  stock  and 
could  bar  it  from  defense 
work,  which  contributes  reve- 
nues of  Sl.3  billion  a  year. 
The  suits  aren't  just  by  isolat- 
ed whistle-blowers,  either. 
The  Justice  Dept.  has  joined 
in  three  whistle-blower  eases 
unsealed  since  1990. 

The  bombshells  keep  land- 
ing. BUSINESS  WEEK  has 
learned  that  congi-essional  in- 
vestigators will  meet  on  Dec. 
4  with  Eg\-ptian  diplomats  to 
discuss  charges  by  a  former 
employee  that  Teledyne  exec- 
utives made  SI. 5  million  in  il- 
legal payments  to  a  retired 
Eg\-ptian  Air  Force  general  to 


secure  lucrative  contracts.  The  allega- 
tions, made  in  a  still-sealed  whistle-blow- 
er suit,  also  are  being  probed  by  the 
Federal  Bureau  of  Investigation. 

The  known  suits  against  Teledjue 
seek  S890  million  in  damages,  which 
could  be  trebled  under  the  federal  False 
Claims  Act.  In  the  worst  case,  which  is 
highly  unlikely,  damage  awards  and  pen- 
alties could  sui-pass  Teledyne's  81.1  bil- 
lion in  assets.  The  company  won't  com- 
ment on  specific  allegations.  But  a 
Teledyne  spokesman  says  it  is  prepared 
to  take  reserves  against  future  judg- 
ments. "We  certainly  will,  if  and 
when  it  becomes  clear  whether  there 


THE  LAWSUITS  THAT  COULD 
TORPEDO  TELEDYHE 


Business  unit 

Allegations 

Potential  liability 

TELEDYNE  RELAYS 

Improper  testing, 
overbilling 

SI  billion 

TELEDYNE  CONTROLS 

Selling  defective  compo- 
nents, buying  substandard 
parts,  using  unskilled  labor 

S300  million 

TELEDYNE  SYSnMS 

Overbilling 

S250  million 

TELEDYHE 
ELECTRONICS 

Bribery  of  a  foreign 
official,  false  billing 

S300  million 

Total  potential  liabilities 
Teledyne's  net  worth 

SI. 85  billion 
$504  million 

DATA:  COURT  DOCUMENTS.  COMPANY  REPORTS,  BW 


is  something  to  quantify."  he  s 
Trouble  has  been  brewing  at  Tele( 
all  fall.  In  early  November,  the  Los 
geles-based  company  pleaded  guilt 
35  counts  of  falsifying  test  results 
criminal  case  stemming  from  one  of 
suits  that  the  Justice  Dept.  has  joi 
The  company  agreed  to  pay  a  S17.5 
lion  fine.  The  Pentagon  then  tempon 
suspended  Teledyne's  Relays  Div.  i 
bidding  on  future  contracts.  The  sus 
sion  may  be  extended,  says  a  Pentj 
insider. 

The  disturbing  allegations  don't 
there.  Taken  together,  the  whistle-b 
er  suits  portray  divisions  that  cut 
ners  and  sacrificed  quality  on  mill 
vork.  The  Relays  suit  charges  that : 
[uated  testing  equipment  was  not 
i)laced.  At  a  Teledyne  Controls  plant 
ieges  another  suit,  workers  unabL 
read  the  Pentagon's  rigid  specificat 
were  hired  to  solder  circuit  boards. 
RICH  BRIBES.  Teledyne  also  allegedh 
nored  complaints  by  those  it  hirec 
ensure  quality.  In  the  Controls 
which  Justice  joined  in  1991,  former 
ledyne  employee  Marianne  Gene 
charges  that  her  complaints  about  ] 
equipment  and  improper  training  le 
her  banishment  to  a  dingy  corner  of 
plant.  Moreover.  Gendron  alleges  ii 
inteniew  that  she  saw  a  Teledyne  e 
utive  pay  a  Defense  Dept.  inspecto 
assure  his  approval  of  shipments  of 
tested  components.  The  Teled 
spokesman  points  out  that  the  allega 
isn't  part  of  Gendron's  suit. 

Payoffs  are  central  to  a  still-se 
whistle-blower  suit  filed  by  Stephei 
Reddy,  a  onetime  program  manager 
Teledyne  Electronics  in  the  Middle  E 
He  charges  that  Teledyne  paid  a  ret 
Eg>"ptian  general  81. 5  million  in  ( 
and  provided  him  8288.000  for  a  C 
flat.  The  money  allegedly  paved  the 
for  the  company  to  get  at  least  823 
lion  in  Egyptian  Air  Force  contracts 
Teledyne  may  also  h 
charged  the  U.  S.  S35  mi 
for  cost  overruns  on 
Egyptian  equipment.  T 
dyne  says  it  can't  commen 
a  case  that  is  under  seal 
that  it  is  unethical  for  oti 
to  do  so. 

The  Teledyne  spokesi 
says  any  wrongdoing  ' 
"certainly  not  motivated 
action  from  the  corporate 
fice."  But  as  Congress  cor 
ues  its  probe  of  the  Egyp 
case,  the  company  may  fin 
have  to  explain  how  so  m 
of  its  divisions  could  run  a: 
of  the  law  without  headqi 
ters  knowing. 
By  Eric  Schiiie  in  Los  Aug 
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Some  Folks  Put 
joieric  Ribbons  In  Their 
ffiM  Typewriters. 


Even  when  enlarged  36  times,  this 
"Y"  rates  an  "A'.  At  Lexmark  we 
make  sure  your  IBM  Typewriter 
delivers  maximum  performance. 


Look  at  the  perfect  consistency 
of  blackness  in  this  character 
Lexmark  tested  over  7,000  mites  of 
ribbon  last  year  to  make  sure  you 
look  good  on  paper 


Why  indeed?  When  you  bought  an  BM'  type- 
Titer,  you  bought  the  very  best.  Why  take  a  chance 
ii  a  ribbon  that  isn't  from  the  manufacturer? 

At  Lexmark,  were  dedicated  to  making  sure  you 
ok  good  on  paper.  We  are  constantly  testing  and  im- 
roving  our  ribbons  so  your  IBM  equipment  delivers 
le  highest  quality  image  and  the  largest  yield  possible. 
?  Because  we  like  U. 

To  order,  to  locate  the  dealer  nearest  you,  or  to 
;ceive  your  free  catalog,  call  1-800-438-2468,  ext.  30. 
n  Canada,  caU  1-800-663-7662.) 

Lexmark  International,  a  former  subsidiary  of  IBM, 
an  independent,  worldwide  company  that  develops, 
lanufactures,  and  markets  IBM  personal  printers,  IBM 
pewriters,  related  supplies  and  keyboards. 


Our  ribbons  handle  the  comers 
mile  after  mile.  In  fact,  some  of  our 
ribbons  yield  up  to  240%  more 
characters  than  other  ribbons. 


IBM  ribbons  are  tested  in  a  special 
chamber  that  simulates  extreme  office 
conditions  Even  the  worst  humidity 
won 't  put  a  damper  on  your  writing. 


IBM  Supplies  by 

Lexm^vrk 


Make  Your  Mark 


IBM  IS  a  registered  trademark  of  International  Business  Machines  Corporation  in  the  United  Stales  and/or  other  countnes  and  is  used  under  license. 
Lexmark  is  a  trademark  of  Lexmark  International,  Inc.  ©  1992  Lexmark  International,  Inc. 


PATENTS I 


HOW  SWEET  IT  ISN'T 
AT  NUTRASWEET 


Monsanto's  U.S.  monopoly  ends  Dec.  14,  with  rivals  and  buyers  poised 


joliday  cheer  is  in  short  supply  at 
Monsanto  Co.  Less  than  a  week 
before  Thanksgiving,  the  St.  Lou- 
is chemical  maker  announced  a  major 
restructuring,  including  layoffs  of  10% 
of  its  32,000  employees,  resulting  in  a 
$425  million  fourth-quarter  charge.  Mon- 
santo's troubled  G.  D.  Searle  &  Co.  phar- 
maceutical unit  will  bear  the  brunt  of 
the  cuts,  losing  2,250  people — near- 

SOURING 
SALES 

ly    257'    of  its 
work  force. 

Now,  just  up  the 
road  from  Searle's 
Skokie  (111.)  headquar- 
ters, another  shoe  is 
about  to  drop.  Employees  at  Monsanto's 
NutraSweet  Co.  unit  in  Deerfield,  111., 
are  bracing  for  Dec.  14,  when  the  lucra- 
tive U.  S.  patent  for  the  artificial  sweet- 
ener aspartame  will  expire,  breaking 
NutraSweet's  lock  on  the  $700  million 
domestic  aspartame  market. 

Losing  the  monopoly  will  have  grave 
consequences  for  NutraSweet.  For  start- 
ers, prices  will  plummet  by  about  one- 
third,  from  roughly  $45  a  pound  to  $30  a 
pound,  figures  Paul  Leming,  senior  vice- 
president  at  Kidder,  Peabody  & 
Co.  And  there  will  be  new  com- 
petition in  the  U.  S.,  which  ac- 
counts for  80^'!  of  the  world 
aspartame  market.  Holland 
Sweetener  Co.,  a  joint  venture  of 
chemical  makers  DS.M  in  the 
Netherlands  and  Tosoh  Corp.  in 
Japan,  has  been  making  aspar- 
tame for  Europe  and  Canada 
since  Monsanto's  patents  began 
running  out  there  in  1986.  It 
plans  to  begin  shipments  to  un- 
disclosed U.  S.  buyers  on  Dec.  15, 
says  Ken  Dooley,  Holland's  vice- 
president  for  North  American 
marketing. 

R&D  CAVITY.  The  patent  expira- 
tion means  wrenching  changes 
for  Monsanto,  too.  NutraSweet's 
cash  flow  has  funded  Monsanto's 
research  budget  and  propped  up 
its  sales  and  earnings  for  nearly 
a  decade.  With  the  sweetener's 
best  days  behind  it,  some  ana- 
lysts speculate  that  Monsanto 


might  sell  all  or  a  piece  of  the  unit  to 
Japan's  Ajinomoto  Co.,  its  aspartame 
joint-venture  partner  in  Europe.  But  it 
also  may  decide  to  invest  little  and  con- 
tinue to  pull  out  cash — albeit  less  than  in 
the  past. 

Even  without  competition,  Nutra- 
Sweet's prospects  are  iffy.  Sales  growth 
for  diet  sodas,  which  account  for  more 
than  lO'/c  of  the  sweetener's  volume,  has 
dropped  by  50%  in  the 
past  few  years,  to  3%' 
'50  annually,  as  consumers 
have  turned  to  bottled 
waters,  juices,  and  tea. 
And  NutraSweet  is  es- 
sentially a  one-product 
company.  Its  Simplesse 
fat  substitute  hasn't 
lived  up  to  early  hype, 
turning  into  strictly  a  niche  play.  In  mid- 
November,  NutraSweet  closed  down  its 
Simple  Pleasures  fat-free  ice-cream  busi- 
ness and  laid  off  51  workers.  The  compa- 
ny is  working  on  an  egg  with  90%  less 
fat  and  cholesterol  and  a  sweetener 
that's  500  times  sweeter  than  aspar- 
tame. But  both  are  years  away  from  a 
commercial  rollout. 

NutraSweet  is  maneuvering  to  mini- 
mize the  loss  of  its  patent,  at  least  for 
the  next  year  or  two.  It  has  spent  some 


$20  million  a  year  to  build  consumer 
ognition  of  its  logo,  a  red-and-w 
swirl,  and  will  continue  to  do  so,  s 
President  Lauren  S.  Williams.  And 
promoting  aspartame  as  a  substitute 
sugar,  since  after  the  price  cut,  the 
will  cost  about  the  same  for  the  s. 
amount  of  sweetening. 

While  the  company's  dollar  sales 
sink  along  with  prices  (chart),  its 
income  should  hold  up  better.  Many  1 
ers  have  been  delaying  purchases  of 
artificial  sweetener  until  the  patent  i 
out,  so  profits  may  actually  rebo 
slightly  next  year.  Robert  S.  Reitzes 
search  director  for  C.  J.  Lawrence  '. 
estimates  that  NutraSweet's  profits 
drop  20%  this  vear,  to  $138  million,  1 
rise  9%  in  1993,  to  $150  million. 
CRACKS  IN  THE  WALL.  NutraSweet 
lined  up  long-term  supply  deals 
April  with  Coca-Cola  Co.  and  Pepi 
Inc.,  which  buy  65%  of  all  the  aspart 
made  worldwide.  But  a  Coke  spo 
woman  acknowledges  that  the  soft-d 
giant  has  signed  a  worldwide  cont 
with  Holland  Sweetener,  too.  Indu 
sources  .say  Holland  could  supply  s 
of  Coke's  U.  S.  operations. 

Holland  already  has  about  35%'  of 
European  market  for  aspartame,  the 
in  part  to  antidumping  penalties  as  1 
as  $33.20  a  pound  on  imported  Ni 
Sweet.  To  level  the  playing  field,  Ni 
Sweet  and  Ajinomoto  are  jointly  bulk 
an  aspartame  plant  in  France  that 
begin  operation  in  late  1993. 

On  a  practical  basis,  Holland  c 
give  NutraSweet  much  of  a  run  in 
U.  S.  right  away.  Despite  Dooley's  s 
ed  goal  of  eventually  achieving  a 
share,  "they  have  limited  capacity: 
they  can't  sell  a  lot"  to  Amer 
buyers,  notes  Michael  F.  W 
stein,  president  of  beverage 
ducer  A&W  Brands  Inc.,  who 
held  discussions  with  Hollan( 
Longer-term,  NutraSweet  i 
face  a  bigger  challenge  fron 
ternative  artificial  sweeten 
Both  Johnson  &  Johnson 
Pfizer  Inc.  are  seeking  Foo( 
Drug  Administration  appn 
for  sweeteners,  while  others 
eluding  Coke,  have  been  deve 
ing  new  options,  too.  And  S( 
of  the  alternatives  purport( 
don't  share  NutraSweet's  m. 
drawback — a  tendency  to 
sweetness  when  it  is  expose( 
heat  and  high  levels  of  acic 
Add  it  all  up,  and  it's  c 
that  NutraSweet  is  leaving 
folks  at  Monsanto  with  a  bi 
aftertaste. 

By  Lois  Therrien  in  Chic 
ivith  Patrick  Oster  in  Brussels 
Chuck  Hawkins  in  Atlanta 
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FRF-OATs,  BTANs,  BTFs, 
ECU,  DEM,  GBP,  ITL 


"(government 
dek  markets 

are 

our  business 
and  our  passion. 


J^t  Louis  Dreyfus  Finance, 
it's  our  business  to  select 
the  right  Treasury  security 
at  the  right  price, 
at  the  right  time. 

•  Trading  the  whole  yield  curve 
on  all  maturities, 

from  overnight  funds  to  30-year  bonds. 

•  Pricing  French 
and  other  European 
government  securities. 

«  Playing  a  significant  role 
for  clients  in  the  money  market. 

•  Providing  comprehensive 
interest-rate  risk 
management  service. 

-K^hen  It  comes 

to  government  debt  markets, 

we  offer  our  clients 

the  Louis  Dreyfus  Group's  proven  experience, 
our  trading  methods 
and  interest  rate  expertise. 

^ox  us, 

government  debt  markets 
are  more  than  a  business; 
they're  our  passion. 


^ox  your  Government  debt  operations, 
please  call  us: 


LDf 


LOUIS  DREYFUS 

FINANCE 

The  Government  Debt  Specialist 


Our  quotations  for  French  Government  Securities  are  available  on  Reuters  screen  pages  LDCO  ( OATs ),  LDCP  (  OATs ),  LDCQ  (  BTANs ).  LDCR  (BTFs) 
87.  avenue  de  la  Grande  Armee  -  75782  Panscedex  16.  France  ■  tel:  (33-1)40  66  11  10 


STAFCOR  SAYS  ITS  WORKERS  ARE  COVERED  BY  A  COMPANY-ADMINISTERED  COMP  PLAN 


HOW  WORKERS'  COMP 
COULD  GET  MANGLED 


One  company  may  have  found  a  way  to  stop  paying  into  California's  fund 


It  started  routinely  enough.  Two 
months  ago,  armed  with  orders  from 
California's  Labor  Standards  Div., 
state  officials  arrived  at  a  two-story 
storefront  building  next  to  a  Texaco  sta- 
tion in  Torrance,  Calif.  Once  there,  they 
served  papers  ordering  the  occupant,  an 
employee-leasing  company  called  Stafcor 
that  supplies  large  groups  of  garment 
workers  to  Los  Angeles  employers,  to 
either  procure  temporary  workers'  com- 
pensation insurance  or  shut  down. 

But  what  started  out  as  enforcement 
on  a  routine  bit  of  state  regulation  has 
become  the  latest — and  possibly  most 
significant — challenge  yet  to  California's 
wobbly  $11  billion-a-year  workers'  com- 
pensation insurance  program. 
LOOPHOLE.  Stafcor,  a  unit  of  Dallas- 
based  Employee  Staffing  Services  Inc., 
successfully  blocked  California's  order  in 
federal  court  in  San  Francisco.  The  tem- 
porary restraining  order  may  not  hold 
for  long.  But  the  issues  raised  won't  die 
soon.  Indeed,  California  officials  openly 
worry  that  the  little-known  case  could 
allow  dozens  of  other  companies  to  es- 
cape paying  into  the  state's  workers' 
compensation  fund.  "A  lot  of  other  com- 
panies would  just  love  to  do  the  same 
thing  as  this  one,"  frets  Lloyd  W.  Aubry 
Jr.,  director  of  California's  Industrial  Re- 
lations Dept.,  which  administers  the 
workers'  compensation  program.  "That 
means  a  weaker  program  and  some 
workers  that  may  eventually  suffer." 


At  issue  is  Stafcor's  method  of  cover- 
age. Using  a  plan  first  developed  in  Tex- 
as, where  workers'  compensation  is  vol- 
untary, Stafcor  administers  its  own 
workers'  comp  program  by  combining  it 
with  its  health-insurance  plan.  The  com- 
pany claims  that  its  so-called  "24-hour 
program" — it  covers  workers  on  and  off 
the  job — is  entirely  legal  under  the  fed- 
eral Employee  Retirement  Income  Secu- 
rity Act  of  1974  (f:Rl.SA). 

That  federal  law,  passed  to  guarantee 
workers'  pension  benefits,  gives  Stafcor 
the  loophole  it  needs  to  avoid  Califor- 
nia's more  rigorous  workers'  compensa- 
tion regulation,  the  company  claims.  By 
doing  that,  says  Stafcor's  San  Francisco- 
based  attorney,  Karen  E.  Ford,  the  com- 
pany can  provide  workers  with  full  bene- 
fits while  saving  as  much  as  407'  of  the 
average  $4  to  $5  per  $100  of  payroll  that 
California  companies  now  pay  to  cover 
their  workers  in  the  state's  program. 

California  officials  say  they  can't  chal- 
lenge such  numbers  because  they  don't 
have  enough  information  about  Stafcor's 


Wracked  by  exploding  legal 
and  medical  costs,  California's 
premiums  are  among  the 
highest  in  the  nation 


operations.  And  they  can  hardly  dis 
the  underlying  problem  that  led  Sta 
to  go  its  route:  Wracked  by  explo 
litigation  and  medical  costs,  Califori 
workers'  compensation  premiums 
now  among  the  highest  in  the  natioi 
the  past  decade,  the  premiums  have 
en  at  an  average  rate  of  10'a  annus 

But  Stafcor's  approach  could  add 
er  problems,  such  as  forcing  an  c 
whelmed  federal  court  system  to  res 
payment  disputes  routinely  handlec 
the  state  administratively.  And  it  c 
lead  to  bands  of  underfunded  compa 
that  lack  the  resources  to  handle  nr 
claims.  "It  could  be  open  season  for ; 
of  disreputable  companies,"  says  , 
M.  Rea,  chief  counsel  for  Califori 
Industrial  Relations  Dept.  "They'll 
vide  the  cheapest  coverage  around, 
you'll  never  get  a  cent  from  them." 
PULLING  THE  REINS.  The  case  has  imp 
t:ions  beyond  California.  Employer 
Oklahoma,  Texas,  and  New  Mexico  I 
adopted  programs  similar  to  Stafc 
says  Rea.  Already,  some  have  failed 
der  the  weight  of  injury  costs.  ' 
prompted  the  Labor  Dept.  to  inter 
in  the  case.  In  a  letter  to  U.  S.  Dis 
Court  Judge  Stanley  A.  Weigel  on  ] 
25,  the  department  wrote  that  the 
ERISA  statute  was  never  intended  to 
plant  statewide  regulation  of  worl 
compensation  plans.  Meanwhile,  Cal 
nia  Insurance  Commisioner  John  G 
mendi  has  warned  state  employer; 
companies  "fraudulently  marke 
ERISA  insurance  policies  as  a  substi 
for  workers'  compensation  insuranci 

While  the  Stafcor  case  plays  out,  < 
fornia  struggles  to  rein  in  its  exploi 
workers'  comp  program.  Worried 
sharply  higher  costs  are  forcing  cor 
nies  to  flee  California,  Republican  ( 
ernor  Pete  Wilson  called  a  special 
sion  of  the  Democratic-controlled  s 
legislature  two  months  ago  in  a  lo: 
attempt  to  shave  the  program's  cosi 

Both  sides  agreed  to  launch  a  ] 
program  with  five  companies,  allov 
them  to  twin  their  health  and  work 
comp  programs  to  save  on  adminis 
five  costs,  a  la  the  Stafcor  model.  G 
mendi,  a  likely  1994  gubernatorial  ca 
date,  has  proposed  extending 
program  to  every  company  in  the  st 

Until  the  political  wrangling  prodi 
a  compromise,  however,  Californ 
workers'  comp  travails  will  continue. 
Nov.  30,  Garamendi  refused  to  alio 
12.6'/!  premium  increase  for  insure 
companies  writing  workers'  comp  ] 
cies.  That  left  the  carriers  with  hi 
cost  hikes  and  no  new  revenues  to  c( 
them.  And  it  probably  made  the  c 
cutting  loophole  that  Stafcor  found  1 
even  better  to  many  of  them. 

By  Ronald  Grover  in  Los  Aug 
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{       For  40  years,  Braun's  approach 
to  design  has  been  rigid,  strict  and  unyielding. 


But  now  we're  flexible. 


EDITED  BY  HARRIS  COLLINGWOOD 


NERVOUS  OPTIMISM 

That's  one  way  to  summarize 
the  way  small-business  owners 
feel  about  the  coming  year. 
According  to  the  latest  survey  of 
410  small-business  owners  by 
Cicco  &  Associates,  a  manage- 
ment consultant,  small-business 
people  plan  to  spend  more  on 
products  and  services  in  1993, 
but  they  worry  about  the 
President-elect 


WILL  NO  WILL  DON'T 
HELP     CHANGE    HURT  KNOW 

▲  PERCENT  DATA  CICCO  g.  ASSOCIATES 


LA.  GEAR  STUMBLES 
ONCE  AGAIN 


►  The  hits  just  keep  coming  at 
L.  A.  Gear,  the  maker  of  ath- 
letic shoes.  CEO  Stanley  Gold 
warned  investors  on  Dec.  1 
that  the  company  expects  a 
fourth-quarter  loss  of  about 
$30  million,  contributing  to  a 
full-year  deficit  of  $80  million. 
Margins  are  still  collapsing  as 
Gold,  whose  Trefoil  Investors 
is  the  largest  shareholder, 
tries  to  sell  off  seemingly  end- 
less inventories. 


SALOMON:  THE  SEC 
POINTS  ITS  FINGER 


►  The  Sect  rities  &  Exchange 
Commission  appears  to  be 
sorting  out  the  blame  for  the 
Salomon  Brothers  Treasury 
bond-rigging  scandal.  In  its 


settlement  agreement,  the 
SEC  blames  Salomon's  ousted 
top  management  for  failure  to 
supervise  their  employees. 
John  Gutfreund,  Salomon's 
former  CEO,  must  pay  a 
$100,000  fine  and  agree  not  to 
head  any  brokerage  firm 
without  SEC  approval.  Two 
other  former  top  officers 
were  hit  with  lesser  penalties. 

On  Dec.  2,  meanwhile,  the 
SEC  sued  Paul  Mozer  and 
Thomas  Murphy,  the  two  for- 
mer Salomon  traders  who  al- 
legedly placed  the  improper 
bids  for  Treasury  securities. 
Mozer's  lawyer  calls  the  suit 
"pure  nonsense."  Murphy 
could  not  be  reached  for 
comment. 


THE  CENTEL-SPRINT 
DEAL  LOOKS  LIKE  A  GO 


►  Based  on  a  preliminary 
count  of  the  special  Dec.  2 
vote,  Centel  says  its  share- 
holders have  approved  the 
Chicago-based  phone  compa- 
ny's roughly  $3  billion  merger 
with  Sprint.  The  yes  vote 
came  despite  a  campaign 
against  the  deal  by  investors 
who  felt  the  offer  of  1.37 
Sprint  shares  for  each  Centel 
share  was  too  low.  Assuming 
approval,  the  deal  will  be  com- 
pleted early  next  year. 


A  NEW  SPIN  ON 
THE  TV  DIAL 


►  Get  ready  for  a  540-channel 
cable  TV  system.  On  Dec.  2, 
Tele-Communications  Inc.  an- 


OUT  TO  LUNCH  WITH  ZSA  ZSA 


Apparently  the  haut  monde  of 
Hong  Kong  needs  to  think  about 
something  other  than  the  im- 
pending changeover  to  Chinese 
rule.  Richard  Finny  started  the 
Sheraton  Lunch  Club  in  Septem- 
ber and  has  already  capped 
membership  at  1,000.  Finny,  the 
hotel's  director  of  promotions,  is 
paying  big  bucks  for  celebrities 
to  speak  at  hotel  luncheons.  The 
average  speaker's  fee  runs 
about  $25,000,  plus  first-class  airfare,  a  hotel  suite,  and  me 
The  coming  attraction:  celebrity  traffic-violator  Zsa  Zsa  Gal 
And  he's  angling  for  Dudley  Moore,  Earvin  "Magic"  Johns 
and  naughty  royal  Sarah  Ferguson,  Duchess  of  York. 

You  may  have  noticed  the  absence  of  political  types  from 
list.  George  Bush,  who'll  have  a  lot  of  free  time  come  Jan. 
could  command  $50,000,  says  Finny,  but  not  at  the  Sheraton 
don't  touch  politicians,"  he  sniffs.  "They're  all  boring."  S 
The  idle  rich  aren't  so  very  different  from  you  and  me. 


nounced  that  it  would  buy 
equipment  from  AT&T,  Gener- 
al Instrument,  and  other  com- 
panies that  will  digitally 
squeeze  about  15  movie  chan- 
nels, or  about  5  live-action 
channels,  or  one  high-defini- 
tion TV  channel  into  the  space 
that's  now  occupied  by  one 
regular  channel. 

TCI,  the  biggest  U.  S.  cable 
operator,  says  next  summer  it 
will  begin  offering  com- 
pressed channels  to  subscrib- 
ers who  have  satellite  dishes. 
The  system  will  be  available 
to  cable  subscribers  around 
January,  1994.  Other  opera- 
tors are  expected  to  buy  the 
digital  compression  equip- 
ment as  well.  Of  course,  that 
still  leaves  the  problem  of 
what  to  watch. 


1  

1 

JlJlI 

filT  ! 

1! 

THOSE  $2  BILLION 
FOOD  LABEIS 


►  On  Dec.  2,  Pi-esident  B 
settled  a  dispute  between 
Agriculture  and  Health  & 
man  Services  Depts.,  allow 
the  Administration  to  un 
long-awaited  food-labei 
rules.  Over  Agriculture's 
jections,  the  rules  require 
bels  to  specify  how  much  e 
food  contributes  to  a  d£ 
recommended  fat  and  sodi 
intake.  They  also  set  st 
definitions  for  terms  such 
"light"  and  "low-fat"  and 
require  food  companies 
spend  about  $2  billion  redo 
all  labels  by  May,  1994. 


AIDS  AND  BUSINESS: 
A  PLAN  FOR  ACTION 


►  Tlie  Centers  for  Dise; 
Control  &  Prevention 
nounced  on  Dec.  1  that 
coordinating  a  new  progr 
known  as  Business  Respoi 
to  AIDS.  The  goal  is  first 
sensitize  executives,  man 
ers,  and  labor  leaders  ; 
then  get  them  to  lead  f 
grams,  develop  written  ' 
and  AIDS  policies,  and  supp 
prevention  activities.  N( 
fewer  than  1  in  4  U.  S.  bi 
nesses  have  AIDS  program; 
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DEWAR'S 


Whenexpnessii^ 
greetiiigs  of  the  season, 
what  matters  most  isn'tthe  words; 

it's  the  warmtli  from  within. 
Taste  the  true  flavor  of  Scotland 
Happy  holidays  fimi 
Dewar^ 'White  Label!' 


HP^  low- 
priced  PC; 


HP  Vectra  486N  Specifications 

•  32-liit  Intel  SX.DX  ami  I  )X2  processors  at  25,  33,  50  and  66  MHz 

•  4  MB  liAM,  expandable  to  4H  MB 

•  Local  bus  integrated  I  lltra  VGA  ^  Video  with  graphics  accelerators 

•  8.5-43(1  MB  hard  drive 

•  .3.5"  floppy  drive 

•  Three  16-bit  expansion  slots 

•  ROM  l)ased  internal  diagnostic  and  system  guide 

•  Integrated  Flash  BIOS  and  boot-ROM 

•  Multilevel  hardware  security 

•  Chip  upgradable 


•Suggi'stvd  U  .S.  list  priresfor  HP  4.Sfi;2.'^N  and  HP4«fi':l:iN  Model  1  PCs  Monitor  not  in<  luded-  Microsoft  is  a  U.S.  registered  trademark  of  MIrrosoft  Cor^wralion-  Windows  .3  1  is  a  product  of  Microso 
Corporation.  The  Intel  Inside  logo  is  a  U.S.  trademark  of  Intel  Corporation.   C  1992  Hewlett-Packard  Company  PPG-fi5fi 


tow  we're  calling  the  shots. 


ose  cheap  PCs  don't  stand  a 
mce.  Hewlett-Packard  has  intro- 
ced  486  models  starting  at  under 
200*  With  prices  of  our  entire  line 
riP486  and  386  PCs  down  as  much 
42%  in  the  last  9  months. 

t  our  low  prices  have  not  come  at 
'  expense  of  quality,  performance 
the  features  you  want. 

scream  through  those  higli- 
A^ered  Microsoft*  Windows  and 
D  projects,  our  revolutionary 
al-bus  technology  and  fast  graphics 
;elerators  really  fly.  And,  with 


true  multivendor  compatibility, 
HP  PCs  fit  easily  into  your  computer 
environment. 

We've  also  made  big  advances  on  the 
networking  front.  Many  models  come 
with  preinstalled  network  interface 
cards  and  boot-ROMs.  And,  of  course, 
HP  PCs  are  fully  tested  and  certified 
with  all  the  major  NOSes. 

Our  security  features  are  so  conveni- 
ent your  people  will  actually  use  them. 
And  our  486  desktop  PCs  are  chip- 
upgradable.  So  you  can  count  on 
always  having  the  latest  and  greatest. 


All  this  for  as  little  as  $1,200!  And  for 
a  few  hundred  dollars  more,  we'll  throw 
in  a  hard  drive  with  preinstalled  DOS 
5.0,  Wmdows  3.1  and  a  mouse. 

To  be  a  winner  in  the  price  wars, 
call  1-800-752-0900,  Ext.  7094  for 
your  nearest  HP  PC  dealer  Or  call 
1-800-964-1602  for  immediate 
details.  Then  start  calling  the  shots. 


HEWLETT 
PACKARD 


You,  HAVE  YOUR  OWN  STYLE  OF  GOING  PLACI 


^      V     \     \  % 


t  ^^3-,  32^^^^    ^ 


You  know  exactly  where  you  re  headed.  Both  personally 
and  financially. 

You  carry  the  Optima"  '  Card.  You  count  on  the  American 
Express  tradition  of  service  to  be  there  for  you. 

You  appreciate  the  individual  way  your  interest  rate,  cur- 
rently a  low  14-25%  for  purchases*  reflects  the  responsibl 
way  YOU  manage  your  account. 

And  vou  can  get  an  even  lower  rate,  currently  12%  for 
purchases,"  simply  by  charging  SI, CCC  or  more  in  a  year  an( 
paying  your  bills  in  a  timely  manner. 

So,  when  you  want  the  option  to  extend  payment  with  a 
real  advantage,  you  choose  the  Optima  Card. 


You  Know  What  You're  Doing.-' 


~  Optima  Cardpiei^te'T  n  :ocd  ranjm:  'ece  •.-e  an  Annual  Perceniage  Rate  for  purchases  that's  airrentty  14  25%  (16.90%  for  cash  advancesl-  Cardmembers  in  good  standing  over  a  12-monih  rewew  penod  wtr  r  -iv 

oneyearof'--  ■     -       and  Optima  Card  accounts  who  spent  at  least  Sl.OOO  on  the  Optima  (^rd  dunng  the  review  penod  qualify  for  an  APR  that's  currently  12.00%  for  purcha 

for  cash  ad,  ,3  compeiitive  APR  that's  currently  18  25%  for  purchases  (18.90%  for  cash  advances)  All  rates  are  adjusted  semiannually  based  on  the  Pnme  Rate  as  listed  in  fhe  Wall 

StreeiJoums  i  Card  IS  S15  (S25  for  non-American  Ejpress' Cardmembers)  For  more  information  or  10  appty  call  l-80(]-0PTIMA-6,  £  1992  Amencan  Express  Ceniunon  Bank. 
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lEMOCRATIC  FRESHMEN  DEMAND 
ONGRESSIONAL  REFORM— SOMEDAY 


rhey  campaigned  as  reformers  who  would  sliake  a  corrupt 
Congress  to  its  core.  But  now  that  they're  in,  the  63  new 
Democratic  House  members  seem  satisfied  merely  to 
'6  the  nation.  "We,  as  freshmen,  want  to  change  this  insti- 
ion,  but  more  than  anything,  we  want  to  address  the  coun- 
"s  problems,"  says  Representative-elect  Sherrod  Brown  (D- 
io).  Adds  Representative-elect  Corrine  Brown  (D-Fla.): 
le  people's  main  concern  is  jobs,  jobs,  jobs." 
Jemtx-ratic  leaders  haven't  totally  co-opted  the  new  cro])  {)f 
•makers.  But  they've  persuaded  them 
put  their  reform  schemes  on  the  back 
•ner.  The  freshmen  have  been  convinced 
t  breaking  the  Washington  gridlock  must 
6  priority— and  that  will  take  cooperation 
,h  the  leadership  and  the  Clinton  White 
use.  Representative-elect  Marjorie  Mar- 
ies Mezvinsky  (D-Pa.)  says  internal  re- 
ms  can  wait  until  Congress  passes  an 
estment  tax  credit,  research  and  devel- 
nent  incentives,  and  expanded  individu- 
•etirement  accounts.  "We've  got  to  pump 
the  economy,"  she  says.  "We  all  want  to 
the  ground  running,  but  we  don't  want 
be  unreasonaljle." 

vn  PRESSURE.  It  took  some  fancy  foot- 
rk  to  get  the  new  members  to  put  aside 
ns  to  slash  perks,  dump  committee  chair- 
n— perhaps  even  depose  Speaker  Thom- 
S.  Foley  (D-Wash.).  Leaders  came  up 
h  a  divide-and-concjuer  strategy.  First,  they  flew  to  three 
ional  meetings  with  freshmen-to-be  that  gave  leaders  a 
nee  to  present  their  view  of  the  nation's  problems  before 

newcomers  had  a  chance  to  plot  their  own  course.  And 
y  discouraged  the  new  troops  from  attending  a  planned  bi- 
tisan  meeting  of  freshmen  in  Omaha.  The  gathering  fizzled, 
only  14  new  members,  all  Republicans,  showed  up. 
Po  add  pressure,  leaders  made  an  unprecedented  offer  to 

first-termers  on  every  committee  excei)t  Rules,  which 


has  no  vacancies.  Few  freshmen  would  sacrifice  a  seal  on 
Ways  &  Means  or  Appropriations  to  make  a  run  at  the  Speak- 
er's perks  and  privileges. 

To  close  the  deal,  the  Democratic  leadership  promised  to  of- 
fer unspecified  reforms  in  the  future.  And  the  freshmen, 
most  of  whom  have  served  in  elective  office,  responded  to  re- 
minders that  refoi-ms  forced  by  the  rebellious  class  of  1974  are 
now  widely  believed  to  have  made  things  worse.  "You  have  to 
understand  what  the  problems  are  before  you  can  solve 
them,"  says  Repi'esentative-elect  Eddie  Ber- 
nice  Johnson  (D-Tex.),  a  state  senator. 

GOP  freshmen  accuse  their  colleagues 
across  the  aisle  of  selling  out.  "They're 
caught  between  their  campaign  pledges 
and  their  leadership,"  notes  Representa- 
tive-elect James  M.  Talent  (R-Mo.).  "I'm 
not  surprised  at  all."  But  Republicans 
haven't  lost  hope  of  some  freshman  soli- 
darity. Representative-elect  Tillie  K.  Fow- 
ler (R-Fla.l,  who  worked  with  a  Democrat- 
ic majority  on  the  Jacksonville  city  council, 
plans  a  bipartisan  meeting  of  freshmen  be- 
fore Congi-ess  meets  in  January.  "I'm  hope- 
ful we  can  have  some  coalition-ljuilding," 
she  says,  "but  I'm  realistic  enough  to  know 
it  won't  be  ea.sy."  The  new  Democrats  say 
they  will  eventually  return  to  their  reform 
agenda.  "Voters  are  plain  and  simple  tired 
of  the  abuse  of  privilege  in  Washington," 
says  Representative-elect  Tim  Holden  (D-Pa.).  "We  must  re- 
store honesty  and  integrity  to  the  peoi)le's  House." 

For  now,  though,  the  fi'eshmen's  willingness  to  defer  reform 
and  concentrate  on  Bill  Clinton's  economic  agenda  is  a  big 
break  for  the  leadership.  But  unless  voters  are  willing  to 
give  Congress  a  lot  of  credit  for  an  improved  economy  by  the 
next  election,  the  first-termers  may  find  it  tough  to  explain 
why  they  were  so  quick  to  shelve  their  reform  pledges. 

/>//  Richard  S.  Dunhdm 


PITALWRAPUPI 


IHDIDATES 


rhe  unpleasant  publicity  about  Sena- 
tor Phil  Gramm  should  die  down. 
Jt  the  damage  done  by  his  con^,act 
ith  the  savings  and  loan  scandal' will 
iger.  The  Texas  Republican,  a  prime 
intender  for  the  1996  Presidential 
)mination,  is  smarting  from  reports 
at  the  owner  of  a  failed  Dallas  S&L 
sallowed  $53,000  worth  of  construc- 
3n  costs  for  Gramm's  vacation  home 
1  Maryland's  Eastern  shore.  "He 
laranteed  himself  four  or  five  nasty 
iragraphs  in  every  profile  from  now 
itil  1996,"  says  University  of  Virginia 
)litical  scientist  Larry  Sabato.  "The 
hole  thing  smells  fishv." 


Although  Gramm  denies  wrongdo- 
ing, even  a  brush  with  the  s&L  mess  is 
bad  news  for  a  Presidential  contenfler. 
"Gramm  has  picked  up  the  tar  bal)y," 
says  political  scientist  Alan  Heslop  of 
Claremont  McKenna  College.  "More 
than  even  the  congressional  check-cash- 
ing scandal,  the  s&L  scandal  taps  into 
the  deepest  vein  of  discontent  in  our 
politics  today."  Gramm  may  also  find 
that  the  1990  ruling  by  the  Senate  Eth- 
ics Committee  that  sanctioned  his  deal- 
ings with  Dallas  developer  Jerry  D. 
Stiles  may  be  more  curse  than  help. 
The  private  opinion,  one  of  thousands 
issued  by  the  panel,  smacks  of  the  self- 
dealing  that  has  made  voters  so  cynical 
about  Capitol  Hill  insiders. 


STAIfERS 


Despite  entreaties  by  Chaii-man  Dan 
Rostenkowski  (D-Ill.)  and  even 
President-elect  Bill  Clinton,  the  top 
staffer  on  the  House  Ways  &  Means 
Committee  may  be  headed  for  the 
greener  pastures  of  the  private  sec- 
tor. Chief  Counsel  Robert  J.  Leonard  is 
expected  to  form  a  lobbying  partner- 
ship with  Nicholas  E.  Calio,  assistant  to 
the  President  for  legislative  affairs  in 
the  Bush  White  House.  Leonard,  46, 
has  worked  for  the  committee  since 
1974.  No  word  yet  on  a  replacement, 
but  Ways  &  Means  Tax  Counsel  Janice 
A.  Mays  could  become  the  first  woman 
to  get  the  top  staff  post. 


Other  laser  printers  play  leapfrog  trying 
to  catch  ip  with  the  HP  LaserJet. 


Ribbit 


300  dpi 


600  dpi 


Of  course,  luck  won't  get  them  far. 
Because  t  he  new  HP  LaserJet  4  printer 
sets  such  higli  standards  for  perfor- 
mance, value  and  ease  f  )f  use  that  n(  > 
other  laser  printer  comes  close. 

Higher  re.solution.  More  typefaces. 
With  the  HP 
LaserJet  4,  HP 
has  moved  the 
standard  for 
])rint  quality 
from  300  dpi  U> 
600  dpi.  That's 

twice  the  old  resolution,  but  at  less 
than  the  old  :S(H)  dj)i  \mve. 

The  HP  LaserJet  4  was  designed  for 
600  dpi  ])rinting  from  the  ground 
up.  Wliich  gives  you  the  best  600  x 
600  dpi  resolution  ever  for  noticeably 
crisper,  clearer  text  and  graphics. 


Four  rimes  the  dots  tot  bettet  tesolution 


Add  iiucr(  )fine  t( )ner  and  HP's  exclusive 
Resolution  Enhancement  technology, 
and  you  get  lazor-sharp  edges  and 
much  smoother  cuwes.  For  impactful 
document.s  that  reallv  stand  out. 


Y(ju  can  ilress  them  u])  with  45 
scalable  typefaces  built  riglitin. 
N( )  matter-  what  kind  of  document  Trueeoo  dp.  creates 

,  ficti.lull-dimensional 

you  re  pn  xiucing,  your  needs  are  ten  and  graphics 
covered.  Y(  )u'll  also  find  it  is  easier 
and  cheaper  U>  use.  You  don't 
have  to  hai;sle  with  down- 
l(  )ading  fonts  or  buying 
accessory  ty})efaces. 

More  speed,  trays, 
and  flexibility. 

I  Tiianks  to  a  high- 
speed RISC  proces- 
sor, the  HP  LaserJet 4 
also  sets  new  standards 


for  speed.  It  prints  many  complex  d^ 
ments  at  rated  engine  speed,  and  ma 
600  dpi  graphics  print  at  a  true  8  paj 
per  minute.  It's  faster  on  networks,! 
And  has  2  MB  built-in  memoiy  and 
new  memoiy  management. 


Smoother  curves, 
no  lagged  edges, 
thanks  to 
Resolution 
Enhancement 


The  HP  LaserJet  4 
IS  leaps  and  bounds 
ahead  of  the  other 
laser  printers  Our  new 
generation  provides 
supenor  output  wRh 
600  dpi.  f?esoiution 
Enhancement  tech- 
nology and  microfine 
toner  It  also  comes 
standard  with  7MB 
memorv  and  new 
memory  management 


Introducing  the  HP  LaserJet  4. 
Good  luck,fellas! 


Iso  makes  you  more  efficient.  Two 
ndard  paper  trays  give  you  a  350- 
et  capacity  And  there's  an  optional 
1-sheet  tray  So  you  can  just  keep  on 
iting,  instead  of  stopping  to  reload 
ierent  sizes  and  types  of  paper 

h  the  new  optional  75-capacity  enve- 
e  feeder,  you  won't  waste  time  with 
nual  feeding.  Or  dealing  with  jams. 

Iter  Windows.  TVue  WYSIWYG. 

idows  printing,  for  both  text  and 
phics,  is  much  faster  with  the 
;erJet  4.  We  use  fast  vector  graphics 
1  we  built  Windows  3.1  TVuelViJe 
ts  right  into  the  printer  This 
ans  documents  print  faster  and 
at  You  See  Is  rea//?/ What  You  Get. 
one  simple,  seamless  operation, 
you  do  is  sit  back  and  watch  your 
sen  document  appear  quickly 


easUy  and  accurately  on  paper 

You  can't  beat  the  LaserJet  4  printer  for 
compatibility;  either  It  works  with  a 
wide  variety  of  LANs  and  computers,  as 
well  as  HP's  PCL  5  printer  language  and 
I  IP's  optional  PostScript 
Level  2  software  from 
Adobe.  Ajid  automati- 
cally switches  between 
these  languages. 

And,  ( il  ( ( amse,  it  offers  complete  docu- 
ment and  software  compatibility  with 
the  HP  LaserJet  III  printer 

Setting  the  standard  in  price,  too. 

With  all  these  advances  and  more, 
you'd  expect  a  big  jump  in  price. 

Surprise!  At  just  $2,199,*  the  HP 
LaserJet  4  printer  lists  for  less  than 
the  printer  it  replaces.  Yet  it  still 


comes  with  pace-setting  HP  quality 
and  reliability 

CaU  l-800-LASERJET(  1-800-527- 
3753),  Ext.  7132  for  the  name  of  your 
nearest  authorized 
HP  LaserJet  dealer.^ 
Also  ask  for  a 
print  sample  so 
you  can  see 
for  yourself  . 
how  great  the 
output  really 
looks.*  * 


If  it  isnt  a  LaserJet, 
it's  only  a  laser  printer. 
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esM  US.  list  price,  tin  Canada  call  l-8(«l-387-.38li7,  Ext.  7132  "  lb  have  a  LaserJet  4  printer  data  sheet  sent  immediately  to  you  via  fax  machine,  call  1-800  !)e4-1291  from  your  touch  tone 
le.  Windows  3.1  is  a  product  of  Microsoft  Corp.  Adobe  and  PostScript  are  trademarlts  of  Adobe  Systems  Incorporated  which  niay  be  registered  in  certain  jurisdictions. 
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EUROPE  I 


ON  GUARD, 
EUROPE 


Japanese  car  plants  with  awesome  capabilities  are  coming  on  line 


■I  = 


In  late  November.  John  Cushnaghan, 
director  of  production  at  Nissan  Mo- 
tor Co.  in  Britain,  was  in  Tokyo  com- 
paring notes  with  his  Japanese  col- 
leagues. The  meeting  was  interrupted  by 
a  news  flash:  For  the  first  time.  Europe- 
an journalists  had  given  their  car-of-the 
year  award  to  a  Japanese  model — Nis- 
san's new  British-made  Micra.  a  SIO.OOO 
subcompact.  "This  is  a  significant  event 
for  us,"  exults  Cushnaghan. 

In  snagging  the  award.  Nissan  deliv- 
ered a  sobering  blow  to  Europe's  own 
auto  makers.  They  had  been  counting  on 
their  reputations  for  quality  to  keep  the 
Japanese  onslaught  at  bay.  But  the 
shock  delivered  by  Nissan's  six-year-old 
plant  may  be  the  shape  of  things  to 
come.  Just  as  most  of  Europe's  reces- 
sion-battered producers  are  shedding 
thousands  of  workers,  the  Japanese  are 
on  a  hiring  and  production  binge  there. 
Toyota  and  Honda  are  now  joining  Nis- 
san with  big  new  facilities,  and  the  Eu- 
ropeans are  clearly  worried  by  the  Japa- 
nese. "They  will  change  the  competitive 
balance,"  warns  Bruce  Blythe.  Ford  of 
Europe  Inc.'s  head  of  business  strategy. 
QUICK  STUDIES.  The  battle  in  the  world's 
largest  car  market  will  be  fierce.  The 
new  plants  are  cranking  up  during  an 
industry  slump,  with  sales  expected  to 
fall  3.5'  '  next  year,  ac- 
cording to  DRI ' 
McGraw-Hill.  At  tlv 
same  time,  the  heavy  i:. 
vestments — So  billion  i'. 
Britain  alone— put  pre- 
sure  on  the  Japanese  j 
make  big  inroao- 
against  European  coi 
petitors.  who  are  gel- 
ting  more  efficient. 

Honda  Motor  Co.'s 
new  plant  started  up  in 
October,  and  come  Dec. 
16.  when  Toyota  Motor 
Corp.  opens  a  plant  at 
Burneston  in  Yorkshire 
to  produce  the  family- 
size  Carina  E,  all  three 
companies  will  be  as- 
sembling cars  in  Brit- 


ain. Consumer  acceptance  of  Japanese 
cars  is  already  high.  Now.  the  Japanese 
companies  are  being  strengthened  by 
transplants  that  are  free  of  quotas  and 
W'r  import  duties.  Each  has  also  built  a 
technical  center  in  Europe  to  tailor  mod- 
els to  local  handling  and  styling  tastes. 
Ominously  for  the  Europeans,  the  Japa- 
nese are  aiming  at — and  brashly  expect 
to  match — quality  and  output  standards 
set  by  their  parents  back  home. 

Add  it  all  up.  and  by  1995  the  Japa- 
nese are  likely  to  be  producing  775.000 
cars  a  year  in  Europe,  7.5^f  of  them  in 
Britain  (chart).  Even  before  then,  Honda 
may  increase  its  20''(  stake  in  Rover 
Group  if  Rover's  troubled  parent,  British 
Aerospace,  bails  out.  By  the  end  of  the 
century,  Japanese  makers  may  account 
for  20''  of  the  European  market,  up 
from  11.7''  this  year. 

Whether  Europeans  will  allow  unim- 
peded Japanese  gains  in  an  industry  that 
accounts  for  10"'  of  the  work  force  is  an 
open  question.  Tokyo  has  agreed  to 
freeze  exports  at  1.2  million  per  year 
until  1999.  But  transplant  production  is 
unlimited  as  long  as  the  Japanese  show 
"restraint"  in  selling  to  Italy  and 
France,  where  tiny  quotas  on  imports 
will  end  on  Jan.  1.  Brussels  is  now  pres- 
suring Tokyo  to  lower  exports  for  1993. 


TOYOTA'S  BRUSSELS  DESIGN  CENTER:  TAILORING  CARS  FOR  CONTINENTAL  TASTES 


Europe's  carmakers  uiv  u.ivU'h  :': 
ing  back  with  some  big  gains  in  pro 
tivity  and  technology.  France's  Ren 
is  unabashedly  copying  such  Japai 
practices  as  factoiy-floor  teams  and 
production.  The  Japanese  will  take  si 
away  from  Renault  in  the  French, 
ian.  and  Spanish  markets,  admits 
lippe  Gamba,  Renault's  marketing  d 
tor,  but  he  expects  offsetting  gain 

 i  northern  Europe.  ' 

fear  the  Japanese  a 
less  than  we  did 
years  ago."  he  s; 
Taking  lessons  f 
Mazda  Motor  Coip. 
Japanese  partner,  I 
is  knocking  20  moi 
off  the  five  yean 
once  took  to  roll 
new  models.  In  Octo 
the  company  infon 
suppliers  it  plannec 
do  business  the  J: 
nese  way,  offering  1( 
term  deals  in  excha 
for  higher  quality 
lower  costs. 

None  of  this  is  los 
Japanese  executives 
key  European  po 
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JAPAN  REVS  UP  ITS  CAR 
PRODUCTION  IN  EUROPE 


!  competition  has  always  been  liigli 
is  getting  more  severe,"  says  Sho- 
Miyake,  president  of  Honda  Motor 
)pe  Ltd.,  from  his  brick  office  over- 
ing  the  River  Thames  in  Reading, 
da's  plans  are  more  modest  than 
e  of  its  two  rivals;  It  will  produce 
)00  cars  annually  at  its  Swindon 
;;shire)  factory,  beginning  with  the 
)pean-built  Accord,  priced  at  about 
^50.  It  is  relying  on  its  relationship 

Rover,  which  builds  425,000  cars  a 
,  to  spread  the  costs  of  what  would 
rwise  be  uneconomic  production. 
)ta  will  produce  up  to  200,000  cars 
lally  by  the  year  2000,  while  Nissan 

be  turning  out  350,000. 
IL  SITES.  Fortunately  for  Europeans, 
Japanese  aren't  able  to  run  flat 
these  days.  Slow  sales  at  home  and 
le  American  market  have  hurt  their 
its,  and  that  could  crimp  European 
lys  in  such  areas  as  dealer  incen- 
.  and  advertising.  "Our  budget  is 
ed,"  admits  Hidenori  Tsutsui,  Toyo- 
European  director  of  marketing  and 
neering. 

hat's  more,  hard  times  have  kept 
.nese  suppliers  from  moving  to  Eu- 

in  the  way  they  did  to  the  U.  S. 

is  forcing  producers  to  use  local 


components.  But  the 
Japanese  usually  de- 
mand fast  service  and 
high  quality.  "They  are 
doing  more  than  the 
government  to  help 
British  industry  become 
competitive,"  says  John 
M.  Neil,  CEO  of  Unipart 
Group  Ltd.  Neil,  who 
won  new  contracts  from 
Honda  and  Toyota,  has 
embraced  such  Japanese  practices  as 
teamwork  and  job  flexibility. 

There  may  be  no  stopping  the  Japa- 
nese from  setting  formidable  standards 
in  Europe.  Nissan  workers  are  turning 
out  cars  in  18  hours,  7  hours  faster  than 
the  next  best — Ford  jjlants  in  Germany 
and  Belgium — says  Daniel  P.  Jones,  a 
professor  at  Cardiff  Business  School. 
Meanwhile,  European  dealers  warm  to 
the  emphasis  on  quality  and  service 
guarantees.  "These  are  Japanese  con- 
cepts that  make  sense  in  other  countries 
as  well,"  says  Alfonso  Coppola,  the  larg- 
est Nissan  dealer  in  Italy,  who  is  now 
expanding  his  operation  in  Rome. 

All  three  Japanese  companies  setting 
up  in  Europe  are  using  proven  formulas 
from  Japan  and  America.  They  have  se- 


HI 
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leeled  factory  siles  in  rural  areas,  then 
hired  a  youthful  work  force  with  no  ex- 
perience in  the  industry.  In  the  job- 
hungry  north  of  England,  Nissan  re- 
ceived 38,000  applicants  for  1,600 
openings  this  year.  The  company  is 
working  with  nearby  schools  to  upgrade 
technical  skills.  To  get  ready  for  its 
plant  opening,  Toyota  sent  several  hun- 
dred new  employees  to  Japan  and  the 
U.  S.  for  initiation.  Although  Toyota  and 
Nissan  are  unionized,  they  have  wide- 
spread job  flexibility. 
WHITE  OVERALLS.  Honda's  Miyake  ad- 
mits that  senior  executives  have  been 
doubtful  about  producing  Japanese-qual- 
ity cars  in  Britain,  just  as  they  worried 
earlier  about  the  U.  S.  Smiling,  he  says: 
"We've  proved  we  can  do  it."  Workers 
at  Honda's  3-year-old  engine  plant, 
which  has  been  supplying  Rover  and  will 
soon  be  producing  for  its  own  Accord, 
have  now  hit  output  targets  with  virtual- 
ly fault-free  quality  for  nearly  300 
straight  shifts,  boasts  Andrew  J.  Jones, 
the  plant  manager.  Like  everyone  else  in 
the  Honda  factories  and  offices,  he 
wears  white  overalls.  To  Jones,  who 
spends  as  much  as  three  hours  a  day  on 
the  shop  floor,  the  key  point  of  differen- 
tiation between  auto  companies  in  Eu- 
rope will  be  the  management — not  tech- 
nology or  even  products.  "The  critical 
thing  in  the  '90s  is  people,"  he  says. 

Of  course,  adapting 
to  Britain  has  not  been 
without  its  problems. 
Such  Japanese-style 
work  habits  as  hustling 
in  and  out  of  the  lunch 
room  at  the  jangle  of  a 
bell  have  put  some  re- 
cruits off.  Developing 
team  spirit  is  also  a  new 
experience.  "There  can 
be  a  problem  getting 
people  to  communicate 
freely,"  says  Al  Gum- 
ming, the  33-year-old 
manager  of  Honda's 
car-inspection  unit.  "A 
lot  of  people  aren't  used  to  it." 

European  suppliers  also  have  some 
way  to  go  in  satisfying  the  Japanese. 
Such  companies  as  Britain's  GKN  and  Lu- 
cas Industries  and  Germany's  Robert 
Bosch  are  used  to  their  high  standards. 
But  for  others,  it's  a  rude  awakening. 
Recent  studies  point  to  big  quality  gaps 
and  warn  that  unless  the  Europeans  get 
their  act  together,  Japanese  suppliers 
will  set  up  shop  by  mid-decade. 

In  the  great  European  auto  race,  it's 
telling  that  managers  at  Japanese  plants 
in  Britain  have  set  production  and  quali- 
ty targets  that  match  those  in  Japan. 
Europe's  beleaguered  carmakers  might 
be  wise  to  aim  just  as  high. 

By  Richard  A.  Melcher  in  London,  with 
Stewart  Toy  iu  Paris  and  bureau  reports 


UIONAL  BUSINESS 


SUDDENLY,  WHAT'S  GOOD  FOR 
BUSINESS  IS  GOOD  FOR  ISRAEL 


Policy  shifts  and  peace  talks  are  boosting  exports  and  luring  investors 


Just  a  couple  of  years  ago,  Koor  In- 
dustries Ltd.  was  a  sad  reflection  of 
Israel's  sorry  economy.  With  debt  of 
Si  billion,  the  cement-to-electronics  con- 
glomerate was  on  the  edge  of  collapse. 
But  like  Israel's  economy,  Koor  has  un- 
dergone a  remarkable  turnaround  re- 
cently. In  late  November,  a  slimmed- 
down  Koor  reported  record  quarterly 
profits.  Things  are  going  so  well,  says 
Benjamin  D.  Gaon,  Koor's  ebullient  CEO, 
that  a  S94  million  debt  repayment  to  Is- 
raeli banks  will  likely  be  completed  by 
yearend — instead  of  2003. 

Suddenly,  Israel's  volatile  economy  is 
riding  high.  Part  of  the  credit  goes  to 
the  five-month-old.  Labor-dominated 
government  of  Prime  Minister  Yitzhak 
Rabin.  Ironically,  for  years,  the  Labor 
Party  symbolized  heavy  regulation,  big 
unions,  and  the  welfare  state.  But  now. 
Labor  leaders  are  pushing  business-ori- 
ented programs,  including  corporate  tax 
cuts  and  stepped-up  privatization. 
JOB  CRUNCH.  An  unemployment  rate  of 
over  11'  remains  a  tough  problem,  how- 
ever. Hundreds  of  thousands  of  former 
Soviet  Jews  have  flooded  the  labor  mar- 
ket over  the  past  several  years.  So  far, 
Rabin  has  avoided  quick-fix  solutions, 
such  as  make-work  schemes.  "For  the 
first  time,  we  have  a  government  whose 
task  is  a  real  economic  turnaround," 
savs  Koor's  Gaon. 


To  be  sure,  part  of  Labor's  success 
has  been  luck.  Like  Bill  Clinton  in  the 
U.  S..  Rabin  inherited  an  economy  that 
was  already  beginning  to  pick  up  speed. 
And  now,  it's  expanding  at  a  substantia! 
6.5''.  Meanwhile,  inflation,  the  econo- 
my's traditional  Achilles'  heel,  is  below 
10' — its  lowest  level  in  20  years. 

Israel's  economy  was  bolstered  by  the 
opening  of  peace  talks  with  the  Arab 
states  in  October.  1991.  Multinationals 
that  had  shied  away  from  Israel  for  fear 
of  the  Arab  world's  4.>year-old  economic 
boycott  are  now  knocking  at  the  door.  In 
recent  months,  such  Japanese  carmakers 
as  Toyota  Motor  Corp.  and  Nissan  Mo- 
tor Co.  have  set  up  their  first  Israeli 
distributorships.  Pepsi-Cola  Internation- 
al, traditionally  a  major  player  in  Arab 
countries,  entered  the  Israeli  market  last 
April.  Other  newcom- 
ers include  McDon- 
ald's Corp.  and  food 
giant  CPC  Internation- 
al Inc. 

And  thanks  to  the 
Bank  of  Israel's  policy 
shift  in  late  1991  to 
gradually  devalue  the 
shekel,  exports  are  up 
by  almost  10/^  so  far 
this  year.  That  export 
boom  will  continue 
into   1993,  industrial- 
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BULLS  ARE  ROMPING 
IN  TEL  AVIV 
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ists  say.  "Exports 
really  starting  to  re 
the  whole  economy,"  i 
Eitan  Sheshinsky, 
economist  brought  ir 
head  Hevrat  Haov( 
which  administers 
multibillion-dollar  im 
trial  and  financial  ] 
ings  of  Israel's  ti 
union  federation,  the 
uidrut.  The  result:  a 
liike  in  corporate  prof 
EAGER  BUYERS.  And  in 
high-tech  sector,  Isi 
companies  that  have  ^ 
public  in  the  U.  S.,  s 
as  Scitex,  ECI  Telec 
Lannet  Data  Commui 
tions,  and  Teledata  C 
munications,  are  i 
among  Wall  Street's  r 
stellar  performers.  Sh; 
in  Tadiran  Ltd.,  Kc 
S800  million  electro 
subsidiary,  have  dou 
in  value  since  they  were  floated  last , 
on  the  New  York  Stock  Exchange.  I 
home,  the  Tel  Aviv  Stock  Exchang 
up  by  over  70%  this  year  (chart). 

The  stock  market  surge,  in  t 
makes  privatization  easier.  In  Nov 
ber,  the  Israeli  government  easily 
its  $200  million  stake  in  Israel  Disc( 
Bank  Ltd.,  one  of  the  country's  larj 
Next  year,  Jerusalem  is  looking  at  p( 
ble  sell-offs  of  El  Al  and  stakes  in  E 
Leumi  and  Bank  Hapoalim,  which 
gether  dominate  Israeli  finance. 

Of  course,  setbacks  could  occur, 
bin's  government  is  under  increa; 
pressure  to  get  some  concrete  res 
from  the  sputtering  peace  negotiat 
with  the  Palestinians  and  the  A 
states.  Jerusalem's  recent  offer  to 
turn  parts  of  the  Golan  Heights  to  S 
both  angered  many  Israelis  and  faile 
win  a  peace  deal  from  Syrian  Presi( 
Hafez  al-Assad. 

But  economics  will  likely  be  the  un 
pinning  of  any  future  peace  agreem 
Forming  a  regional  market  among  I 
el,  Jordan,  and  the  1.8  million  Pales 
ians  of  the  occupied  West  Bank 
Gaza  Strip  is  essential  for  peace  to  1 
"The  first  step  toward  Palestinian  au 
omy  will  be  an 
nomic   step,  and 
want  to  be  involvi 
says  Koor's  Gaon. 
group     is  aire 
studying  potential 
estinian  partm 
With  a  little  luck,  I 
el's  current  busir 
boom  could  help 
more  than  just  Isr 
By  John  Rossani 
Rome  and  Neal  San 
ill  Jerusalem 
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OW  IS  THE  SUMMIT 
F  THE  ECS  DISCOHTEHT 


n  the  European  Community's  gi'and  design  for  a  New  Eu- 
'.■oi)e,  1992  was  supposed  to  be  a  landmark  year.  But  it's 
turning  out  to  be  the  wrong  kind  of  landmark.  Instead  of 
ig  a  high  point,  "1992  may  be  remembered  as  the  year 
in  Eur'opean  convei'gence  came  to  an  end,  and  divergence 
ted,"  says  Michael  Hughes,  European  strategist  at  London 
istment  house  Barclays  de  Zoete  Wedd. 
'hat  means  the  upcoming  EC  summit  in  Edinbui'gh  on  Dec. 
3  going  to  be  a  different  sort  of  affair  than  its  organizers 

originally  thought.  Rather  than  popping  champagne  corks 
the  single  market,  European  leaders  will  have  to  pull  out 
he  stops  just  to  salvage  the  decades-long  drive  toward  uni- 
Qnless  they  come  up  with  ways  to  spur  a  return  to  coop- 
;ion,  1993  will  see  even  more  turmoil  than  this  year, 
abbles  over  everything  from  oilseeds  to  immigration  will 
p  pulling  the  community  ai)ai-t. 
lore  than  just  paro- 
il  disputes  are  at 
;e.  A  politically  dis 
lant  Europe  may  be 
pai)le  of  coping  with 

disarray  that  has 
n  growing  on  its 
.ern  flank.  If  so,  Ger- 
ly,  already  inundated 
1  refugees  from  the 
could  find  it  more 

more  tempting  to 
ak  free  of  the  EC 
other  cold-war 
irings  and  to  pursue 
mn  interests, 
'he  summit  was  sup- 
ed  to  toast  the 
istricht  Treaty  on 
letary  and  political 
m  as  the  centerpiece 
he  New  Europe.  But  the  treaty  is  now  on  life  support.  Not 
'  did  its  authors  push  for  more  and  faster  unity  than  con- 
aents  wanted,  but  the  ambitious  goals,  calling  for  a  single 
•ency  run  by  a  European  central  bank,  now  seem  far- 
hed  in  a  fractious  EC. 

DE  GRACE.  Just  look  at  Finance's  recent  liehavior.  Paris  has 
n  a  key  backer'  of  European  union,  but  now  it  is  using  its 
it  to  lobby  other  EC  members  to  block  the  mid-November 
)al  farm-trade  accord  that  was  negotiated  between  Wash- 
;on  and  Brussels.  Britain  has  also  been  divisive.  It  has 
tponed  ratifying  Maastricht  and  used  its  current  presi- 
cy  of  the  EC  to  obstruct  a  new  community  budget.  As  for 

Germans,  the  Bundesbank's  high  interest  rates  have  driv- 
:he  British  pound  and  the  Italian  lira  out  of  the  European 
nange-rate  mechanism  (ERM).  Bundesbank  Pi-esident  Helmut 
lesinger's  recent  charges  that  the  ERM  provides  "a  power- 
incentive"  for  speculators  could  prove  a  death  sentence  for 
'ope's  already  beleaguered  monetary  system, 
'he  Germans  are  taking  a  hard  look  at  their  EC  obligations. 
;y  wonder  why  they  should  subsidize  such  weaklings  as 
■ece,  Spain,  and  Portugal  when  their  real  interests  lie  in 
ding  off  a  meltdown  in  Eastern  Europe  and  the  former  So- 
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viet  Union.  There's  a  risk  they  could  start  cutting  their  EC 
subsidies  and  shifting  cash  eastward. 

To  see  the  direction  Europe  is  heading,  one  need  look  no 
further  than  the  currency  markets,  where  every  week  brings 
a  new  crisis.  Money  mavens  are  already  adjusting  to  the 
changes.  Just  a  few  months  ago,  securities  denominated  in  Eu- 
ropean Currency  Units— seen  as  Europe's  futur-e  single  curren- 
cy—were red-hot.  Now,  no  one  wants  them.  The  London  fu- 
tures-and-options  exchange  recently  abandoned  a  key  10-year 
ECU  bond  contract.  And  big  ECU  player-s,  such  as  France's 
Bancjue  Paribas,  are  reallocating  staff  from  ECU  operations  to 
Ijeefed-up  currency -trading  offices  in  Frankfurt,  New  York,  and 
Tokyo. 

If  there  is  a  new  European  monetar-y  order-,  it  may  not  !je 
the  12-country  union  outlined  by  Maastricht.  It  is  mor-e  likely 
to  1)6  a  gr'oupirig  centered  on  the  German  mar-k,  which  will  in- 
clude non-EC  members 
with  strong  currencies, 
such  as  Switzer'land  and 
Austr'ia. 

TICKING  CLOCK.  Busi- 
nesses can  live  without 
ECUS,  but  executives  are 
watching  closely  for  any 
rollback  of  the  single 
market,  scheduled  to  go 
into  effect  on  Jan.  1.  So 
far-,  with  78%  of  the  sin- 
'j,le-market  refor'ms  im- 
plemented, it  looks  as  if 
I  he  scheme  is  safe.  But 
even  some  Eur'oboost- 
ers  worr-y  that  the  cur- 
I'ent  discorxl  could  affect 
the  promised  efficiencies 
and  benefits  for  consu- 
mers. A  check  in  the 
momentum,  says  EC  competition  czar  Sir  Leon  Brittan,  would 
create  "a  rather  sour  atmospher^e,  in  which  some  members 
might  dr-ag  their  feet  on  implementation"  of  remaining  single- 
market  reforriis. 

To  get  the  EC  l)ack  on  track,  leaders  at  Edinbur-gh  must  at 
least  find  a  compromise  that  lets  Denmark,  whose  voters  r-e- 
jected  Maastricht  in  June,  back  into  the  fold.  If  the  EC  can 
thr-ead  that  needle,  both  Denmark  and  Britain  may  complete 
the  ratification  process  by  midyear-.  Only  then  can  the  EC 
avoid  a  catastrophic  halt  to  talks  on  enlar-ging  the  community 
to  include  Austr-ia,  Sweden,  and  other  countries. 

But  the  EC  faces  a  ticking  clock  and  some  bad  timing. 
Spoiler  Denmark  is  slated  to  take  over  the  r-otating  community 
presidency  for  six  months  on  Jan.  1.  Then  come  Belgium  and 
Gr-eece,  two  of  the  weakest  members.  So  the  community 
won't  have  a  president  who  can  hammer  out  solutions  to 
intr-actable  pr-oblerrrs.  And  even  if  some  for-m  of  Maastr-icht  is 
finally  ratified,  the  reconfiguration  of  Eur-ope  taking  place 
may  make  lar-ge  parts  of  the  ti-eaty  irr-elevant.  Unfortunately, 
Eur-ope  seems  in  anjlhing  l)ut  the  r-ight  mood  to  come  up  with 
a  better-suited  substitute. 

By  Bill  Javetski  in  Pca  is,  with  Patrick  Oster  in  Brussels 


Hype. 


Saying  bon  voyage  to 
your  old  spreadsheet  is 
easier  than  you  think. 
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Eacis. 


e  Microsoft  ad  on  the  left  has  a  lot  to  say  about  their 
iheet,  Microsoft*  Excel.  It  also  has  a  lot  to  say  about 
eadsheet,  1-2-3*  But  before  you  believe  their  ad,  let's 
e  fact  from  hype. 

The  truth  is,  Microsoft 
isn't  giving  you  all  the  facts. 

crosoft  claims  tnat  Excel  will  read  and  write  all 
'tus*  1-2-3  spreadsheet  files  and  run  your  1-2-3 
unmodified. 
ttrue. 

eel  can't  preserve  1-2-3  DOS  formulas  containing  a  3D 
t  can't  convert  a  number  of  .WK3  files  to  Workbooks. 
:an't  run  1-2-3  macros  containing  commands  from 
s  dating  back  to  Release  2.01. 
)re  hype?  Their  ad  also  tells  you  that  a  1-2-3  user  need 
)e  in  a  1-2-3  command  and  Excel  will  show  the  equiv- 
)mmand. 
'ong  again. 

e  fact  is,  Excel  can't  execute  your  familiar  commands 
Bleases  2.2, 2.3, 2.4  and  3.1.  Try  pressing/.  Range, 
in  Excel  and  guess  what  happens.  Absolutely  nothing. 

The  fact  is,  1-2-3  for  Windows  offers 
the  best  transition  from  1-2-3  for  DOS. 
And  complete  compatibility. 

/ou're  a  1-2-3  user,  you've  probably  created  and  saved 
dsof  1-2-3  files,  styles  and  macros.  Face  it,  you'll  certainly 
I  use  them  unmodified.  WeO,  with  1-2-3  for  Windows"' 
I.  Because  only  1-2-3  for  Windows  is  able  to  read  and 
3  every  1-2-3  for  DOS  file,  style  and  macro.  And  only 
ir  Windows -with  its  built-in  Classic*  Menu -lets  you 
your  familiar  1-2-3  commands, 
hat's  more,  only  1-2-3's  3D  technology  gives  you  easy 
to  256  worksheets  and  lets  you  build  true  3D  formulas, 
comparison,  Excel's  Workbook  is  a  limited  imitation 
3D.  Try  opening  a  large  1-2-3  3D  file  in  Excel  and  see 
appens.  It  might  work.  It  might  not. 


Now  ask  yourself,  why  would  a  1-2-3  for  DOS  user  looking 
for  the  easiest  way  to  move  to  Windows  choose  anything  but 
1-2-3  for  Windows? 

The  fact  is,  the  new  1-2-3  for  Wmdows 
includes  the  most  asked-for  improvements. 

The  new  release  of  1-2-3  for  Windows  includes  per- 
formance enhancements.  For  example,  it's  now  the  fastest 
Windows  spreadsheet  for  printing  on  PostScript'  printers. 
We've  also  added  over  25  innovative  new  features,  usability 
enhancements  and  programming  tools. 

The  result? 

1-2-3  for  Windows  is  now  one  of  the  most  powerful  and 
easy-to-use  spreadsheets  ever  developed. 

Unmatched  database  capabilities 
in  a  spreadsheet 

If  you're  a  spreadsheet  user  who  needs  to  access  external 
databases,  1-2-3  for  Wmdows  remains  unmatched-particularly 
if  you  need  relational  capabilities.  Excel's  data  access  capa- 
bilities, on  the  other  hand,  rest  on  a  third-party  product  that 
offers  limited  relational  capabilities.  Which  explains  why 
Corporate  Computing  (August  1992)  recently  wrote  that  'for 
the  exjjerienced  1-2-3  dateibase  user,  1-2-3  for  Windows  luith 
DataLenf  is  the front-etid.  tool  of  choice." 

Join  millions  of  spreadsheet 
users  who  prefer  Lotiis. 

Not  only  do  more  people  prefer  our  product,  but  according 
to  the  ComputerWorld  Spr-eadsheet  Bi'and  Preference  Stuc^,  more 
people  prefer  oui'  company  In  fact,  Lofijs  beat  everybody  (includ- 
ing Microsoft)  for  the  awards  of  "best  company  to  do  business 
uith"  and  the  "company  tkd  offers  the  best  service  and  siqyport!' 

For  more  information,  visit  your  Lotus  Authorized  Reseller 
or  call  us  today  for  your  free  demo  disk  at  1-800-TRADEUI^ 
ext  7220. 

After  all,  it  only  makes  sense  to  base  your  spreadsheet 
decision  on  facts  rather  than  hype. 


Lotus 


1-2-3  forWindows 


*ln  Canada  call  M0(MiO-LOTUS.  ©1992  Lotus  Development  Corporation,  55  Cambridge  Parkway,  Cambridge,  MA  02142,  All  rights  reserved  Lotus.  1-2-3  and  DataLens  are  registered  trademarks  of  Lotus 
Development  Corporation  Classic  is  a  registered  trademark  licensed  to  Lotus  Development  Corporation  Microsoft  is  a  registered  trademark  and  Windows  is  a  trademark  of  Microsoft  Corporation 

PostScript  is  a  registered  trademark  of  Adobe  Systems,  Incorporated 
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SCIENTISTS! 


DICK  WURTMAN'S  IDEAS 
AREN'T  SO  CRAZY  AFTER  ALL 


The  MIT  prof's  unconventional  company  is  hitting  pay  dirt 


The  l)fain's  intricate  chemistry  has 
obsessed  Dr.  Richard  J.  Wurtman 
for  nearly  25  years.  A  neur'osci- 
ence  i)rofessor  at  Massachusetts  Insti- 
tute of  Technology,  he  is  an  expert  on 
how  nutrition  affects  the  brain.  His  re- 
search into  such  areas  as  obesity,  sleep, 
and  Alzheimer's  disease  has  yielded 
some  70  patents.  But  in  1989,  when 
Wurtman  helped  found  Interneuron 
Pharmaceutical  Inc.  in  Lexington,  Mass., 
Wall  Street  balked.  The  reason:  The 
company's  first  products  were 
a  dubious  sports  drink  and  a 
weight-loss  drug.  "I  always 
thought  they  were  a  ljunch  of 
flakes,"  says  Oppenheimer  & 
Co.  analyst  .Jeffrey  Casdin. 

Not  anymore.  In  Novem- 
ber, fruit-juice  maker  Very- 
fine  Products  Inc.  agreed  to 
mass-market  the  sports  drink 
that  Wurtman  claims  enhanc- 
es athletic  performance.  And 
chemical  giant  American  Cya- 
namid  Co.  will  co-market  the 
prescription-only  diet  drug 
that  is  sold  in  40  countries 
outside  the  U.  S.  Cyanamid 
will  also  help  fund  studies 
needed  for  the  drug  to  get 
Food  &  Drug  Administration 
apprf)val.  In  response  to  these 
deals,  investors  have  pushed 
up  Interneuron's  shares  25%, 
to  9,^  from  7X.  Wurtman's  5% 
stake  in  the  company,  which  he  and  his 
family  share,  is  now  worth  about  $10 
million. 

VINDICATION.  Interneuron's  stock  is  up 
foi'  other  reasons  as  well.  Royalties  from 
its  first  two  products  will  finance  its 
l)rimary  mission:  developing  treatments 
for  Alzheimer's  and  other  brain  disor- 
ders such  as  Parkinson's  disease  and 
stroke.  Between  Wurtman's  booty  of 
patents  and  research  licensed  by  Inter- 
neuron, the  comi)any's  pipeline  is  full. 

This  is  sweet  vinflication  for  Wurt- 
man, 56,  who  has  always  been  slightly 
outside  the  mainstream.  As  a  philoso- 
phy major  at  the  University  of  Penn- 
sylvania, he  became  intrigued  by  the 
relationship  between  the  body  and  the 
mind.  That  influenced  his  decision  to  go 


to  Harvard  Medical  School,  where  he 
concentrated  on  brain  research  instead 
of  clinical  medicine.  Wurtman  became 
an  associate  professor  at  MIT  at  age  31 
and  a  full  professor  three  years  later. 
There,  he  maintains  a  torrid  pace,  over- 
seeing 35  scientists  in  his  lab,  managing 
the  school's  clinical  research  center, 
which  treats  hundreds  of  patients  a 
year,  and  consulting  with  six  companies. 

None  of  Wurtman's  inventions  has  hit 
pay  dirt  in  the  U.  S.  But  his  weight-loss 


ported  a  key  discovery:  They  found 
a  deficiency  of  acetylcholine,  a  bi 
transmitter,  may  contribute  to  the 
mation  of  the  hard,  plaquelike  depc 
in  the  lirains  of  Alzheimer's  patie 
Harvard  University's  Dennis  Seiko 
leading  Alzheimer's  researcher,  si 
"The  discovery  is  a  very  important 
velopment,"  although  it  still  mu.st 
confirmed.  Since  CDC-choline  incre; 
the  acetylcholine  levels  in  the  br 
Wurtman  believes  it  could  help  s 
the  debilitating  effects  of  Alzheimei 
SOMETHING  FISHY.  While  such  ser 
science  percolates  in  Interneuron's  1 
the  company  may  have  a  tough  job 
vincing  skeptics  that  its  first  prod 
will  sell.  For  one  thing,  analysts  tl 
the  diet  pill  may  linger  at  the  FDA 
cause  new  weight-loss  drugs  are  n 
top  priority  of  the  agency,  says  Cas 
The  sports  drink,  which  Very 
plans  to  launch  some  time  next  ; 
against  market-leader  Gatorade,  will 


With  its  spor 
drink  read} 
for  the  mass 
market  and  its 
,  -weight-loss  drug 
being  sold  abroac 
Interneuron  is 
concentrating  on 
an  Alzheimer's 
breakthrough 


drug,  which  works  hy  interrupting  the 
brain  transmitter  associated  with  car- 
bohydrate cravings,  is  marketed  over- 
seas by  FVench  pharmaceutical  giant  Les 
Lal)oratoires  Servier.  Called  Isomeride, 
its  sales  in  France  alone  will  hit  $100 
million  this  year.  Wurtman  and  MIT  split 
the  royalties,  which  an  MIT  spokeswom- 
an said  are  in  the  "high  six  figures." 

Wurtman's— and  Interneuron's— next 
big  break  may  come  from  an  obscure 
drug  now  approved  for  use  only  in 
Spain.  Called  CDC-choline,  the  compound 
is  used  to  enhance  the  memory  of  stroke 
or  head-trauma  victims.  But  a  variation 
on  the  drug  could  be  a  boon  for  Alz- 
heimer's patients. 

In  October,  Wurtman  and  colleagues 
at  Massachusetts  Genei'al  Hospital  re- 


sent a  marketing  challenge.  The  dr: 
active  ingredient,  choline,  a  natural 
stance  not  to  l)e  confused  with  CDC- 
line,  stimulates  the  production  of  a  I 
transmitter  that  helps  muscles  mov( 
one  test,  10  runners  who  drank  the 
coction  improved  their  20-mile  time 
some  five  minutes.  One  unexpected 
effect:  The  athelete  who  consume 
ounces  or  more  of  the  drink  a  day  c 
give  off  a  rotting-fish  smell. 

Wurtman  just  shrugs  when  a; 
about  the  drink's  douliters.  "What  c 
say?  It  should  work,"  he  says.  But  ( 
if  consumers  decide  it  doesn't,  Wurt 
isn't  concerned  about  Interneuron's 
After  all,  there  are  plenty  more  in 
tions  where  that  one  came  from. 

Bi/  Geoffrey  Smith  in  Bt 
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and  networking  software.  An  Apple  Macintosh,  on  the  other  hand,  knows  when  you've  added  a  hard  dri\  e.  Installing  a  CD-ROM 
or  scanner  is  a  matter  of  plugging  in  a  cable  and  clicking  a  couple  of  buttons.  Even  installing  a  nemork  requires  nothing  more 
plugging  one  Mac  into  another.  It's  just  one  more  example  of  how  a  Macintosh  works  in  a  simple,  logical  way.  So  \ou  can,  too. 


conomics 
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AN  THIS  MAN  ANSWER 
CONOMICS'  PRIME  QUESTION? 


ul  Romer  may  have  the  key  to  understanding  long-term  growth 


tis  is  not  a  household  name,  nor  is 
it  likely  to  become  one.  He  isn't 
headed  for  a  job  in  the  Clinton 
ministration.  But  economist  Paul  M. 
nor  is  quietly  influential  all  the  same, 
1  his  ideas  may  yet  make  their  way 
Washington  in  some  form.  For  10 
irs,  Romer  has  concentrated  on  the 
St  basic  and  perhaps  most  important 
!Stions  in  economics:  How  does  long- 
1  growth  occur?  What  sustains 
'Wth?  His  answers,  focusing  on  the 


cies  or  organizational  structure.  Numer- 
ous economists  are  looking  at  these  is- 
sues, but  few  approach  them  from  the 
vantage  of  Romer's  deep  understanding 
and  theoretical  training.  Now  at  the  Uni- 
versity of  California  at  Berkeley,  Romer, 
37,  is  trying  to  bridge  the  chasm  be- 
tween ivory  tower  and  real  world. 
That's  risky  in  a  profession  in  which 
technical  virtuosity  is  prized  well  above 
practical  thinking.  But  Romer  has  shown 
willingness  to  challenge  convention. 


with  elegant  modeling  techniques 
shunned  growth  theory  as  a  dead  end. 
But  Romer  was  intrigued  by  it,  and  in 
his  doctoral  work  at  the  University  of 
Chicago  he  found  a  way  to  incorporate 
technological  change  into  a  new  model. 
In  his  work,  technology's  contribution 
to  growth  became  susceptiljle  to  both 
measurement  and  manipulation.  "Romer 
showed  that  you  can  explain  growth 
without  appealing  to  a  deus  ex  machina 
of  technological  change,  and  that  was 
terrifically  liberating,"  says  Paul  R. 
Krugman,  an  MIT  economist  whose  work 
in  trade  theory  paralleled  Romer's. 

Romer  was  not  alone  in  his  line  of 
inquiry— his  Chicago  adviser  Robert  E. 
Lucas  Jr.  was  looking  at  some  of  these 
issues  when  Romer  was  doing  his  re- 
search. And  Romer  is  not  without  his 
critics,  though  even  they  are  quick  to 
commend  his  intellect.  Harvard  Univer- 
sity economist  N.  Gregory  Mankiw  ar- 
gues that  traditional  variables  of  growth, 


A  SELECTION  OF 
ROMER'S  VIEWS 


lER  ADVOCATES  GOVERNMENT  ACTION  TO  COMPEL  CITIZENS  TO  SAVE 


ON  GROWTH  Ideas  and  discoveries  are  the 
critical  engines  of  economic  growth 

ON  SPURRING  INNOVATION  Establishing  the 
appropriate  patent  and  copyright  protection 
is  important.  For  instance,  software  compa- 
nies may  deserve  monopolist-like  profits  to 
compensate  for  the  cost  of  innovation,  while 
medical  researchers  should  not  be  allowed  to 
profit  by  patenting  gene  fragments 

ON  GOVERNMENT'S  ROLE  Growth  may  be  im- 
peded or  enhanced  by  what  government 
does.  So  policies  must  be  fashioned  with  care 
and  be  market-oriented  to  provide  incentives 

ON  VALUES  Government  may  be  able  to  rein- 
force values  such  as  thrift  by  designing  new 
savings  incentives 

DATA  BW 


'  played  by  technology  and  innova- 
i,  have  been  so  compelling  that 
^^'ve  provoked  a  tide  of  new  econom- 
•esearch.  They  also  are  having  a 
ader  influence.  "Romer  has  unlocked 
/hole  new  way  of  thinking  about 
wth,"  says  Harvard  business  school 
fessor  Michael  E.  Porter,  who  says 
found  inspiration  in  Romer's  work 
le  undertook  his  own  extensive  com- 
ison  of  companies  and  industries  in 

Competitive  Advantage  of  Nations. 
'hat  new  way  of  thinking  encompass- 
looking  at  how  an  array  of  institu- 
s— from  governments  to  corporations 
miversities— help  or  hinder  innova- 

and  growth  through  explicit  poli- 


His  major  contril)ution  to  economics 
was  simple  but  profound.  The  neoclassi- 
cal growth  model,  as  constructed  by  No- 
bel prize-winner  Robert  M.  Solow  of 
Massachusetts  Institute  of  Technology, 
recognized  technological  change  to  be 
the  biggest  contributor  to  long-term 
growth.  But  Solow's  highly  influential 
model  viewed  technology's  contribution 
as  incalculaljle  except  as  a  "residual"  af- 
ter accounting  for  changes  in  labor  and 
capital.  Technological  change  could  nei- 
ther be  directly  measured  nor,  for  that 
matter,  manipulated  by  changes  in  eco- 
nomic policy. 

In  the  1970s  and  early  1980s,  young 
economists  eager  to  make  their  mark 


such  as  investment,  have  far-  greater 
explanatory  power  than  Romer's  work 
suggests.  Others  say  Romer's  work  sim- 
ply codifies  in  a  model  the  technological 
innovation,  monopolist  pricing,  and  in- 
creasing returns  that  have  long  been 
anecdotally  familiar  to  economists. 
SUDDEN  SHIFT.  Romer's  intellectual  and 
career  history  have  traced  an  interesting 
path.  He  grew  up  in  a  Democratic 
household— his  father  is  Governor  Roy 
Romer  of  Colorado— but  became  a  regis- 
tered Republican  when  he  imbibed  the 
University  of  Chicago's  free-market 
thinking.  (He  voted  for  Clinton,  though.) 
Romer's  undergraduate  training  was  in 
mathematics  and  theoretical  physics,  but 
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Franchisees  are  rebelling  against  headquarters'  expansion  plans 


he  abruptly  switx-hed  gears  to  economics. 

Romer  did  most  of  his  theoretical 
work  at  Chicago.  Yet  one  pillar  of  his 
growth  model— that  long-run  growth  is 
marked  by  imperfect  competition— de- 
fied a  long-held  Chicago  assumption  that 
markets  produce  efficient  outcomes.  Af- 
ter teaching  at  the  University  of 
Rochester,  he  went  on  to  land  a  coveted 
full  professorship  at  Chicago  in  1988. 
But  he  c}uit  two  years  later  to  accompa- 
ny his  wife  to  California,  where  she  took 
a  promising  job  in  medical  research. 

Long  immersed  in  theory,  Romer  is 
now  exploring  how  to  promote  growth. 
First,  he  says,  the  appropriate  patent 
and  coi)yright  protections  should  be  es- 
tablished. But  since  some  innovations 
are  costly  to  develop  and  may  have  ben- 
efits that  extend  well  lieyond  the  innova- 
tor, government  could  give  the  process  a 
nudge.  One  way  would  be  to  allow  com- 
panies to  act  collectively  and  raise  re- 
search and  training  funds  through  a 
voluntary  tax,  then  decide  among  them- 
selves how  to  earmark  those  funds. 
There  are  some  precedents  for  this  ap- 
proach, 1)1  it  it  has  not  been  widely  tried. 
SAVINGS  PLAN.  Romer  is  also  tackling 
the  (juestion  of  how  to  spur  savings.  His 
father,  chairman  of  the  National  Gover- 
noi's'  Assn.,  asked  for  his  input  in  ad- 
vance of  a  mid-December  NGA  meeting 
on  deficit  reduction.  Romer,  who  is  inter- 
ested in  how  values  and  economic  behav- 
ior interact  and  affect  growth,  took  the 
bait  and  came  up  with  two  ideas. 

First,  Rf)mer  proposes  a  forced  sav- 
ings plan  whereby  taxpayers  would  put 
a  portion  of  total  income  into  a  regis- 
tered savings  account.  If  a  taxpayer 
failed  to  df)  so,  the  government  could 
require  that  the  money  be  withheld  and 
the  proceeds  put  in  U.  S.  savings  bonds. 
He  also  proposes  a  payroll  savings  plan 
for  young  workers  that  the  government 
would  match  dollar  for  dollar  and  fi- 
nance through  higher  excise  taxes. 

So  far,  Romer's  ideas  for  promoting 
innovation  and  boosting  savings  haven't 
gotten  much  play,  even  within  econom- 
ics. That's  partly  because  Romer  himself 
is  treading  cautiously,  well  aware  that 
many  economists  have  foundered  in  de- 
signing policy.  Even  if  his  work  goes  no 
further,  though,  Romer  is  assured  of 
lasting  recognition  for  his  work  in 
growth  theory.  He  is  already  a  I'umored 
candidate  for  the  prestigious  John  Bates 
Clark  medal,  awarded  every  other  year 
l)y  the  American  Economic  Assn.  to  an 
economist  under  age  40  deemed  to  have 
made  a  significant  contribution.  But  if 
Romei'  succeeds  in  mari-ying  his  theoret- 
ical work  with  practical  presci-iptions 
for  growth,  he  has  a  chance  at  a  far 
bigger  prize:  returning  economics  to  its 
roots  and  guiding  it  toward  a  new  polit- 
ical economy  for  the  1990s  and  beyond. 

Bi/  Karen  Pennar  in  New  York 


Kenny  King  is  seeing  red.  For  10 
years.  King  was  a  loyal  franchis- 
ee of  Taco  Bell  Worldwide,  oper- 
ating 51  restaurants  in  Arkansas,  Mis- 
souri, Oklahoma,  and  Texas.  But  last 
year,  without  telling  him,  Taco  Bell 
opened  a  store  on  the  campus  of  Hen- 
derson State  University  in  Arkadelphia, 
Ark.,  not  fai-  frf)m  one  of  King's  opera- 
tions, liiefoi'e  long.  King's  worst  fears 
were  realized:  Annual  sales  at  his  Arka- 
delphia outlet  were  down  by  $75,000,  to 
$575,000.  "They've  talked  at)out  closing 
[the  other  outlet],  but  they  haven't  giv- 
en me  any  real  indication,"  he  says.  "I'm 
pessimistic  about  the  future." 

King  isn't  the  only  one.  Pushing  into 
airports,  stadiums,  and  convenience 
stores  across  the  country,  the  Irvine 
(Calif.)  fast-food  chain  has  expanded  its 


network  Ijy  more  than  87%  over  ' 
past  five  years,  to  roughly  3,700  c 
lets.  But  while  the  growth  has  boos 
corporate  sales  and  profits,  many  of 
320  franchisees  complain  that  the  glu 
contributing  to  a  slowdown  in  sa 
growth  at  individual  outlets,  compou 
ing  the  effects  of  a  weak  econo 
(charts).  Many  of  the  franchise  ope 
tors  also  fear  they  will  be  gradually 
placed  by  company-owned  and  -opera 
stores.  While  the  number  of  franchii 
r-estaurants  has  risen  since  1987  by  o 
15%,  to  1,400,  company-owned  stoi 
have  soared  almost  56%,  to  2,300. 

The  fracas  at  Taco  Bell  is  far  fr 
an  isolated  incident.  Franchisees  at  f 
Corp.,  another  unit  of  PepsiCo  Inc.,  i 
complaining  about  similar  encroachmi 
on  their  turf.  Burger  King  is  defend: 
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■  against  three  separate  lawsuits  by 
;hise  operators  over  the  same  is- 
And  in  Iowa,  the  legislature  re- 
y  responded  to  franchisee  outrage 
assing  a  law  banning  any  new  fast- 
outlet  within  three  miles  of  an  ex- 
r  franchise  fr-om  the  same  system  or 
in  a  population  radius  of  at  least 
)0.  "You  have  the  beginning  of  a 
3-roots  movement,"  says  Jack  Had- 
president  of  Franchise  Analysis  Inc., 
rket -research  firm. 

ill,  the  battle  at  Taco  Bell  has  got- 
i  lot  of  attention,  largely  because  of 
iggi'essive  growth  strategy  pursued 
GO  John  E.  Martin.  Martin,  now  47, 
hired  by  PepsiCo  in  1983  to  revive 
.y  Taco  Bell.  At  the  time,  the  Atlan- 
ative  had  a  reputation  as  a  hard- 
ier, earning  his  fast-food  stripes  as 
of  Bui-ger  King  Corp.'s  overseas 
ations  in  the  late 
i,  before  leading  a 
around  at  Burger 
Systems  Inc., 
oney-losing  chain 
;d  by  rival  General 
s  Corp. 

irtin's  plans  to 
t  Taco  Bell  sales 

improve  profits 

often  met  with  re- 
nce  from  franchi- 
The  first  clash 

■  in  1983,  when 
in  raised  the  roy- 
;  due  from  franchi- 

to  pay  for  in- 
;ed  advertising. 


Not  only  would  that  enable  him  to  claim 
a  greater  share  of  the  chain's  profits, 
but  it  would  also  give  Martin  tighter 
control  over  the  retail  network.  Roughly 
one-third  of  fi'anchisees  still  aren't  partic- 
ipating completely  in  Taco  Bell's  value- 
pricing  scheme,  according  to  the  Interna- 
tional Association  of  Taco  Bell 
Franchisees,  which  has  280  members. 
The  company  says  the  varied  pricing 
from  store  to  store  confuses  customers 
and  dilutes  the  value  of  its  nationwide 
ad  campaign.  "If  you  don't  believe  in 
the  structure,"  Martin  says,  "we  certain- 
ly don't  want  to  expand  with  you." 

Franchisees  say  Martin  is  so  obsessed 
with  growth  that  he  doesn't  care  how 
expansion  affects  existing  stores.  Ron 
Bellamy,  a  Texas  operator  and  president 
of  the  fi'anchisee  association,  says  King's 
experience  isn't  unique.  He  says  his 
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±isees  now  hand  over  10%  of  their 
to  Taco  Bell,  compared  with  8% 
e  early  1980s.  Then  in  1988,  many 
hise  operators  howled  when  Martin 
duced  a  concept  known  as  "value 
ig."  He  told  Taco  Bell  stores  to  roll 
prices.  Tacos  that  once  cost  79<t 
e  were  reduced  to  59$.  Taco  Bell's 
al  sales  soared  almost  76%  from 
to  1991,  to  $2  biUion.  But  in  many 
ons,  store  owners  complained  that 
lin  pricing  wasn't  increasing  sales 
ich  as  hurting  profits. 
SSION.  Still,  the  greatest  backlash 
g  franchisees  has  come  in  response 
artin's  current  growth  strategy, 
1  is  aimed  at  making  the  Mexican- 
operation  as  ubiquitous  as  the  Gold- 
rches.  Besides  adding  conventional 
s,  Martin  is  designing  new  outlets 
ire  less  expensive  to  build  and  op- 
.  Last  year,  he  introduced  Taco  Bell 
ess,  with  a  limited  menu  and  no 
ig  in  outlets  similar  to  concession 
s.  Over  the  summer,  he  rolled  out 
t  carts.  Martin  is  now  exploring 
)ossibility  of  using  vending  ma- 
s.  Altogether,  he  is  hoping  for 
30  distribution  points  by  2001. 
irtin  also  wants  the  company  to 
as  many  new  stores  as  possible. 


group  has  documented  almost  70  cases 
where  corporate  expansion  plans  have 
threatened  to  steal  business  from  estab- 
lished franchises.  "They  have  become 
overzealous  and  selfish  at  grasping  at 
opportunity,"  Bellamy  charges. 

Unfortunately,  franchisees'  contracts 
with  Taco  Bell  give  them  little  room  to 
maneuver.  As  in  most  such  agi^eements, 
store  owners  have  exclusive  rights  only 
at  their  own  restaurants.  Taco  Bell  may 
put  up  another  restaiu'ant  or  may  wheel 
in  a  cart  around  the  corner  or  down  the 
street.  Moreover,  Taco  Bell  isn't  re- 
quired to  do  any  market-impact  studies 
on  existing  outlets  before  opening  a  new 
one.  "Years  ago,  they  needed  us,"  grum- 
bles one  California  franchisee,  who  de- 
clines to  be  identified.  "We  moved  across 
the  country  and  invested  millions.  Now, 
they  don't  need  us." 


One  franchisee,  a  critic  of 
Martin,  says  Taco  Bell  plans 

to  build  an  outlet  near  his 
store  to  force  him  to  sell  out 


So  Taco  Bell's  franchisees  are  fighting 
back.  In  March,  the  franchisee  associa- 
tion showed  its  muscle  by  negotiating  a 
contract  to  purchase  food  and  packaging 
from  an  outside  supplier  rather  than 
deal  with  Pepsi  Food  Systems,  a  Pepsi- 
Co subsidiary.  One  franchisee  has  even 
filed  suit  against  Taco  Bell.  Richard 
Cohn,  the  owner  of  nine  Taco  Bells  in 
the  Chicago  suburbs  and  a  freciuent  crit- 
ic of  Martin,  alleges  that  Taco  Bell  plans 
to  Iniild  a  company-owned  store  near 
his  most  profitable  restaurant,  in  an  at- 
tempt to  coerce  him  into  selling  out  to 
the  company.  Taco  Bell  has  denied  all 
charges. 

BENIGN  CANNIBALS?  Martin  insists  the 
squaljbles  arise  from  resistance  to 
change.  "Sometimes  you  have  to  lead 
people  kicking  and  screaming  to  the 
right  answer,"  he  says.  Martin  contends 
that  the  fast-food  busi- 
ness depends  so  much 
on  casual  passersby  that 
new  stores  don't  neces- 
sarily hurt  existing 
ones,  especially  in 
crowded  metropolitan 
areas.  Moreover,  he 
says,  a  recent  internal 
study  shows  that,  so  tar 
in  1992,  franchisees 
have  complained  of  po- 
tential damage  from  the 
company's  expansion 
plans  in  only  13  instan- 
ces. He  declines  to  give 
any  other  details. 

Even  so,  Martin  felt 


recently  that  he  needed  to  reassure  the 
troops.  In  an  October  speech  at  the  an- 
nual franchisee  gathering  in  San  Anto- 
nio, he  told  the  crowd:  "Yes,  you  are 
wanted!"  He  invited  existing  franchisees 
to  participate  in  the  development  of 
carts  and  kiosks.  Martin  also  has  shown 
some  flexibility  in  expansion  plans. 
When  John  Antonaccio,  who  has  a  fran- 
chise in  Piscataway,  N.  J.,  objected  to 
Taco  Bell's  plans  for  a  new  outlet  just 
two  miles  away,  the  company  canceled 
the  project.  "I  felt  very  threatened  a 
year  ago,"  Antonaccio  says.  "But  I  am 
willing  to  continue  to  give  the  company 
a  chance  to  keep  doing  what  they've 
been  doing  lately." 

Other  franchisees  aren't  as  charita- 
ble. Many  are  already  looking  askance  at 
the  Hot  'n  Now  hamburger  chain,  which 
Martin  bought  in  1991.  Franchisees  say 
the  chain  is  aimed  at  the  same  low-price 
market  as  Taco  Bell.  For  its  part,  Taco 
Bell  denies  any  competitive  threat,  in- 
sisting that  hamburgers  and  tacos  are 
two  different  markets.  Still,  if  Martin 
starts  selling  hamburgers  as  aggressive- 
ly as  he  has  tacos,  he's  sure  to  keep 
causing  Kenny  King  and  other  franchi- 
sees plenty  of  indigestion. 

By  Amy  Barrett  in  Los  Angeles 
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^X^herever  Hitachi  is  located,  we  work  at  being 
a  committed  part  of  the  community.  TThat's 
because  we  believe  the  purpose  of  technology  is 
not  simply  to  make  clever  products.  It  is  also  to 
discover,  to  nurture  and  to  be  involved  in  order 
to  achieve  a  basic  goal:  A  better  world  for 
succeeding  generations.  This  is  the  operating 
philosophy  behind  the  20,000  different 
products  made  by  our  500  manufacturing 
companies  around  the  world.  It  has  been  our 
commitment  for  the  past  80  years.  And  even 
more  important,  it  is  our  definition  of  the  future. 


HITACHI 


icctronics  •  Medical  Systems  •    TVansportntion  Hqu.pmcnt  -  Power  Plants  &  Llquipment  *  Ir  lectronic  C  ompone  nts 


e  Corporation 


STRATEGIES  I 


CAN  LABATT  SHED  ITS  BELLY 
BUT  KEEP  THE  BEER? 


The  Canadian  brewer  is  dropping  food  and  dairy  units 


George  S.  Tayloi',  the  (.-hief  execu- 
tive officer  of  John  Lahatt  Ltd., 
isn't  much  diffei'ent  from  other 
(■ori>oi'ate  chiefs  who  want  higj^er  prof- 
its. It's  the  way  he's  going  about  achiev- 
ing that  goal  that  sets  him  aparl.  In- 
stead of  expan(Hng,  Taylor  is  selling  off 
Imsinesses.  And  rather  than  finding  new 
avenues  foi"  gi"ow1;h,  he  wants  the  Toron- 
to-based brewer  to  go  liack  to  its  roots 
in  the  beer  business— even 
though  Canadian  beei'  consump- 
tion has  been  falling  for  five 
straight  years. 

That  may  sound  like  an  ill- 
advised— if  not  downright 
risky— strategy,  but  Taylor,  5l2, 
says  slimming  down  is  the  best 
way  to  "bring  value  to  share- 
holders." And  i)leasing  share 
holders  isn't  just  a  managemeni 
platitude  at  Labatt  these  days. 
Roughly  of  Labatt's  stock 
is  owned  by  t'-anada's  jiowerful 
ISronfman  family  through  its 
holding  company,  Brascan  Ltd. 
Many  analysts  lielieve  the  fam- 
ily patriarchs,  Peter  and  Ed- 
ward, want  l)iggei'  returns  h'om 
Lai)att  to  help  bail  them  out  of 
their  financial  woes.  The  Bronf- 
man empire,  with  interests 
I'anging  from  mining  to  l*ank- 
ing,  is  under  mounting  strain 
because  of  some  pooi'  invest- 
meiUs.  notalily  in  r'eal  estate. 
SPRUCING  UP.  The  Bronfmans 
have  already  ])rofited  from  La- 
batt's downsizing.  Brascan  I'e- 
ceived  $80  millicm  in  October 
as  part  of  a  special  .shareholdei' 
dividend  aftei'  Labatt  sold  off 
many  of  its  food  businesses. 
And  future  asset  sales  will  further  en- 
rich the  family's  coffers.  Analysts  in  the 
U.  S.  and  Canada  are  even  speculating 
that  Labatt's  slenderizing  is  part  of  a 
Ijroader  plan  to  make  Labatt  more  ap- 
pealing and  eventually  allow  the  Bronf- 
mans to  sell  their  shares.  "They  need 
the  money,  and  Labatt  is  a  very  good 
asset,"  says  analyst  Jacques  Kavafian  of 
Levescjue  Beaubien  Geoffrion  Inc.,  a 
Montreal  securities  firm. 

Like  the  Bronfmans,  Labatt's  fortunes 
have  changed  since  the  1980s,  when  for- 


mer CEO  Peter  N.  Widdringtcm  trans- 
formed Labatt  into  a  consumer-product 
giant.  He  gobbled  up  some  three-dozen 
companies,  primarily  food  and  dairy 
businesses.  At  one  point,  Labatt  .sold 
everything  fi'om  yogurt  to  pizza,  in  addi- 
tion to  beer.  In  1984,  he  launched  The 
Sports  Netwoi'k  (TSN),  now  the  biggest 
cable  sports  channel  in  Canada.  The  aim 
was  to  expand  Labatt's  entertainment 


division,  which  then  consisted  of  a  45% 
stake  in  the  Toronto  Blue  Jays.  Labatt 
now  owns  90%  of  the  world  champions. 

Unfortunately,  Labatt's  food  and  dairy 
acquisitions  weren't  world  class.  Many 
had  scanty  market  shares,  and  Laliatt 
didn't  have  the  capital  to  make  them 
gi'ow.  The  drawbacks  to  expansion  soon 
became  clear.  From  1986  to  1989,  annual 
sales  soared  50%,  to  a  record  $4.3  billion. 
But  i)rofits  grew  more  slowly,  and  re- 
turn on  ecjuity  tumliled  (chart). 

In  response,  Labatt's  management  de- 


cided in  1989  to  focus  (m  fewer  1 
nesses.  In  addition  to  selling  off  its 
companies,  Labatt  is  preparing  to 
off  to  shareholders  next  year  its  1 
and  Canadian  dairy  business,  whici 
counts  foi'  half  the  comjiany's  reven 
Labatt  is  even  thinking  of  selling  of 
to  49%  of  its  entertainment  divisior 
To  help  compensate  for  lost  rever 
Taylor,  who  was  Labatt's  No.  2  execi 
before  being  promoted  to  CEO  last 
tember,  is  pushing  to  make  Labi 
bi-ewing  operation  far  more  efficient 
profitable.  He  vows  to  cut  produc 
costs  by  20%  within  two  years,  lar 
by  closing  as  many  as  3  of  Labatt' 
breweries.  Taylor  also  expects  coi 
ued  market  gains  fi-om  Latrobe  Brei 
Co.,  which  Labatt  purchased  in  ] 
Volume  sales  of  the  U.  S.  brewer's  ! 
ing  Rock  brand  rose  15%  last  year. 
BUSCH  BID?  Laliatt's  strategic  about 
will  help  in  the  near  term, 
chael  Palmer,  president  oi 
ronto-based  Equity  Rese 
Associates,  which  tracks  st 
for  institutional  investors, 
jects  that  Laliatt's  opera 
pi'ofits  will  climb  20%,  to 
million,  in  the  current  f: 
year,  before  the  dairy  busi 
is  spun  off.  He  expects  r 
nues  to  rise  by  only  2%,  to 
billion.  Longer-term  is  ano 
matter.  Not  only  is  the  C 
dian  beer  market  contrac 
because  of  stiff  taxes  and 
retail  prices,  but  analysts 
lieve  that  U.  S.  br-ewers, 
ably  Stroh  Brewery  Co.  an 
Heilemann  Brewing  Co., 
win  a  biggei'  market  share 
In  the  face  of  such  sour 
sibilities,  some  Labatt-watc 
are  betting  the  Bi'onfmans 
sell  out  before  too  long, 
market  value  of  their  shari 
roughly  $800  million.  Anal 
l)elieve  one  possible  bi 
might  be  Anheuser-Busch  I 
which  markets  its  l)eer  in 
ada  through  Lat)att. 

Still,  a  deal  doesn't  look 
minent.   Taylor  insists 
there  are  no  plans  to  sell 
batt.  Bra.scan  Chairman  J.  Ti'evor  E 
denies  that  the  Bronfmans  want 
And  Peter  M.  Flannigan,  an  investr 
banker  at  Dillon  Read  &  Co.  and  n 
ber  of  Busch's  board,  says:  "I  have 
no  offering  document."  But  unless 
batt's  CEO  can  squeeze  even  more  pr 
from  Canada's  shrinking  beer  mai 
the  market's  debate  over  Labatt'i 
tiu-e— and  questions  about  Taylor's  s 
egy— are  l)ound  to  continue. 

By  Willkan  C.  Sijrnonds  in  Ton 
with  Julia  Flynn  in  Chicago 
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From  here  on  in^  every 
luxury  sedan  in  the  world  will 
have  to  rejustify  its  price. 

The  BMW  525i:  $35,600.  The  Mercedes  300E:  $42,950.  The  Lexus  LS400:  $44,300.^ 
That's  what  people  beUeve  they  have  to  pay  for  a  high-quahty,  high-performance  luxury 
sedan.  But  the  time  has  now  come  to  take  a  long,  hard  look  at  the  relationship  between  a 
car's  price  and  its  value.  The  reason?  The  Chrysler  Concorde.  It's  a  new  luxury  sedan  with 


more  horsepower  than  a  BMW  525i.  And  thanks  to  a  revolutionary  new  automotive 
architecture  called  "cab  forward,"  it  has  more  interior  room  than  any  Acuta,  Infiniti  or 
Lexus.  Its  Ust  of  standard  features  reads  like  a  wish  list  (including  dual  air  bags).  And  when 


it  comes  to  performance.  Motor  Trend  calls  it  "a  ball  to  drive."  The  bottom  line?  The 


Chrysler  Concorde,  fully  equipped,  costs  just  $23,432.*  Why  should  driving  a  high-quality, 
beautifully  performing  automobile  be  a  luxury  reserved  for  the  privileged  few,  when  it  can 
be  offered  to  the  privileged  many?  For  information,  call  1-800-4A-CHRYSLER. 

ADVANTAGE:  CHRYSLER  IV 

A       DIVISION       OF      THE       CHRYSLER  CORPORATION 


se  limited  warranties  at  dealer.  Restrictions  apply.  3/36  excludes  normal  maintenance, 

Jjustments  and  wear  items.  ''92  competitive  MSRPs.  'MSRP  example  with  options.  Title,  taxes  and  destination  fee  extra.  Actual  prices  vary.  Buckle  Up  For  Safety. 


IBM  IS  a  registered  ^f3deij|i 
Churchill  IS  a  tra 


are  trademarks  of  International  Business  Machines  Corporation. 


From  now  on, 

only  one  thing  can  stop 

Churchill  Truck  Lines. 


Business  at  Churchill  " Truck  Lines  has  taken 
a  decidedly  northward  turn  ever  since  they 
took  on  a  new  driver — an  IBM  Enterprise 
Svstem/QUOO: 

Control  Software,  Inc.,  an  IBM  Business 
Partner,  developed  a  turnkey  system  with 
a  medium-size  ES/QOOO"'that  gave  Churchill 
the  horsepower  to  accelerate  their  routing  and 
bilHng  procedures.  It  also  let  them  add  trucking 
terminals  in  cities  they  never  served  before. 
And  their  ES/90()0  allowed  them  to  go  online 
21  hours  a  day,  with  a  lot  less  staff  than  a  tvpical 
operation  requires.  You  don  t  have  to  look  very 
far  to  see  how  all  that  would  increase  growth, 
both  today  and  down  the  road. 

So  now,  if  you  ever  see  Churchill  Truck  Lines 
slowing  down,  you'll  know  one  thing  for  sure. 
The  place  must  serve  one  heck  of  a  piece  of  pie. 

'\o  receive  information  on  how  far 
an  KS/QOOO  can  drive  your  business,  call 
1  800  IBIVl-6676,ext.727. 

Enterprise  System/9000 

KS/'HMH)  hi'lps  to  sfHir  grealer  business  exjHinsion. 

Ihindlcs  ti'dnsdctions  reliably  and  securely: 

Provides  both  short-term  and  long-term  cost  benefits. 

It's  the  perfect  vehicle  for  growing  companies. 

Backed  by  the  service  and  support  you  get  only  from  IBM. 


MOVE  OYER 
BOOMERS 

THE  BUSTERS  ARE  HERE— AND  THEY'RE  ANGRY 


"The  guy  who  has  flic  job  I  w(nit  is  Slf 
and  has  a  wife  and  kids.  So  Itv's  not 
leaning. " 

— Amy  Ross,  24,  who  has  a  master's 
degree  from  Cornell  University  and  now 
works  as  a  traveling  fabric  salesperson 

"I'm  very  cynical  about  the  Si.rfies: 
'Peace,  love,  groovy,  let's  get  high' — 
and  look  what  happened.  These  people 
fumed  out  to  be  worse  than  the  people 
they  rebelled  against.  They're  materi- 
alistic hypocrites." 

— Blan  Holman,  2'.i,  free-lance  environ- 
mental writer 
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that,  baby  boomers?  That's 
sound  of  the  future  coming 
behind  you.  It's  the  sound  of 
ion  Americans,  aged  18  to  29, 
up  the  vanguard  of  the  next 

you're  not  the  future  any- 
more. The  idea  will  take  some 
getting  used  to.  As  the  larg- 
est demographic  cohort  in  his- 
tory moved  through  the 
years,  boomers  shaped  much 
of  postwar  America — how  it 
dressed,  what  it  watched, 
read,  listened  to.  Now,  as 
they  move  into  offices  both 
corner  and  Oval,  boomers  will 
determine  how  America  man- 
ages and  governs. 

But  for  the  shape  of  things 
to  come,  look  not  at  the  boom- 
ers but  at  their  successors. 
Call  them  by  any  of  the  many 
.names  they  have  already  been 
saddled  with — twentysome- 
things.  Generation  X,  slack- 
ers, busters — they  are  enter- 
ing the  mainstream  of 
American  life.  They're  the 
ones  who  are  studying  on  our 
campuses,  slogging  through 
first  jobs — or  just  hoping  to 
land  a  joli,  any  job. 


For  all  the  talk  of  the  Ijaby  bust,  this 
is  no  small  bunch.  Compared  to  those 
born  from  1951  through  1962 — the  core 
of  the  baby  boom — this  current  crop  of 
18-to-29-y ear-olds  is  the  second-largest 
group  of  young  adults  in  U.  S.  history. 
They're  already  starting  to  set  tastes  in 
fashion  and  popular  culture.  They're  the 
ones  who  will  vote  you  into  office,  buy 
your  products,  and  work  in  your  fac- 
tories. They  will  give  birth  to  your 
grandchildren,  nieces,  and  nephews. 
TATTOOED  AND  PIERCED.  So  far,  this 
gi'oup  is  having  a  tough  time.  Busters 
are  the  first  generation  of  latchkey  chil- 
dren, products  of  dual-career  house- 
holds, or,  in  some  507'  of  cases,  of  di- 
vorced or  separated  parents.  They  have 
i^een  entering  the  work  force  at  a  time 
of  prolonged  downsizing  and  downturn, 
so  they're  likelier  than  the  previous  gen- 
eration to  be  unemployed,  under- 
employed, and  living  at  home  with  Mom 
and  Dad.  They're  alienated  by  a  culture 
that  has  been  dominated  by  boomers  for 
as  long  as  they  can  remember.  They're 
angry  as  they  look  down  a  career  path 
that's  crowded  with  thirty-  and 
fortysomethings  who  are  in  no  hurry  to 
clear  the  way.  And  if  they're  angry  and 
alienated,  they  dress  the  part,  with  ag- 


THEY'RE  DIVERSE... 


A  PORTRJ 


BREAKDOWN  OF 

AGES  18-29 

ALL  U.S. 

AMERICANS  BY  RACE 

46  million 

255  million 

1992  ESTIMATE 

▼ 

White 

81.2^ 

83.5  % 

Black 

14.0 

12.4 

American  Indian 

0.9 

0.8 

Asian 

3.9 

3.3 

Hispanic* 

12.3 

9.5 

•HISPANICS  CAN  BE  OF  ANY  RACE 
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gressively  unpretty  fashions,  pierced 
noses,  and  tattoos. 

At  the  same  time,  though,  they're 
more   ethnically   diverse,   and  they're 
more  comfortable  with  diversity  than 
any  previous  generation.  Many 
of  them  don't  give  a  hoot  for 
the  old-fashioned  war  between 
the  sexes,  either,   but  instead 
tend  to  have  lots  of  friends  of  the 
opposite  sex.  Furthermore,  as  a 
generation  that's  been  bom- 
barded by  multiple  media  since 
their  cradle  days,  they're  sav- 
vy— and  cynical — consumers. 

To  many  older  Americans,  the 
Generation  Xers  have  been  a  vir- 
tually invisible  subculture.  They 
have  been  largely  ignored  by 
U.  S.  media,  businesses,  and 
public  institutions,  which  have 
spent  years  coveting  the  baby 
boomers  as  audience,  market, 
and  constituency.  "Marketers 
have  been  distracted  by  boom- 
ers going  through  their  house- 
hold formations,"  says  Scott  L. 
Kauffman,  36,  vice-president  for 
marketing,  promotion,  and  devel- 
opment at  Entertainment  Week- 
ly. "Busters  don't  feel  like  any- 
one's   paying    attention  to 
them." 

MAGIC  NUMBER.   But   that  will 
have  to  change.  For  one  thing, 
despite  their  many  hardships, 
consumers  in  their  late  teens  and 
their  twenties  already  wield  annu- 
al spending  power  of  some  $125 
billion,  according  to  a  survey 
by  Roper  Organization  Inc. 
'   And  the  baby  busters  are  es- 
sential to  the  success  of  many 
major  categories,  such  as  beer, 
fast  food,  cosmetics,  and  elec- 
tronics. More  important,  within 
this  decade,  these  consumers  will 
be  entering  their  peak  earning 
years.  With  all  the  boomers  block- 
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JULIA  GREENRIDGE 

Greenridge,  27,  is 
an  MBA  candidate 
at  Emory 
University.  "I'll 
have  maximum 
debt  coming  out  of 
grad  school.  I  don't 
want  to  live 
paycheck  to 
paycheck,  but  I'll 
have  to." 


iii.i.        :  It  may  lake  the  bust- 

ers longer  than  some  previous  genera- 
tions. But  soon  enough,  they'll  be 
setting  up  households  by  the  millions, 
having  families,  and  buying  refrigera- 
tors, cars,  homes — all  the  big-ticket 
items  that  drive  an  economy. 

Indeed,  it  could  well  be  the  busters 
who  lead  the  country  out  of  recession, 
according  to  the  theory  of  the  25-year- 
old's  powerful  purse  strings.  Richard 
Hokenson.  a  demographer  at  Donaldson 
Lufkin  &  Jenrette  in  New  York,  has 
been  studying  25-year-olds'  purchasing 
power  back  to  the  1950s.  His  theory: 
When  a  large  number  of 
young  adults  turn  25  at  the 
same  time,  they  buy  a  lot  of 
consumer  goods,  pumping 
money  into  the  economy  and 
so  stimulating  demand 
across  the  board.  Take  1986, 
when  an  unprecedented 
number  of  Americans 
turned  25.  It  was  the  best 
year  for  housing  in  the 
1980s:  1.8  million  units  were 
built.  And  1986  was  also  a 
record  year  for  cars,  with 
sales  of  15.1  million  cars  and 
light  trucks. 

BIG  GAP.  Beginning  next 
year,  a  bulge  of  13  million 
kids  who  were  born  between 
October,  1968,  and  March, 
1971,  will  start  turning  25. 
They'll  l)e  the  largest  group 
of  25-year-olds  since  1986.  If 
Hokenson  is  right,  then  for 
three  years  starting  next 
Oct.>ber,  busters  will  be  buy- 
ing enough  houses  and  dura- 
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ijie  goods  to  ignite  a  healthy  recovery. 

So  who  are  these  folks  who  will  shape 
our  destiny?  The  boomers  who  increas- 
ingly dominate  the  Establishment  they 
once  rebelled  against  will  make  a  big 
mistake  if  they  assume  that  the  busters 
are  just  like  they  were  at  that  age. 
"Most  marketers  today  are  boomers  and 
much  more  likely  to  impose  their  values 
on  this  generation,  to  the  point  where 
busters  are  invisible,"  says  Peter  Kim, 
U.  S.  director  for  strategic  planning  at  J. 
Walter  Thompson  North  America. 


At  a  recent  convention  of  ma 
publishers  and  editors,  Karen  Rit 
senior  vice-president  at  ad  a 
McCann-Erickson  in  Detroit,  to 
largely  boomer  audience  that  the; 
in  danger  of  losing  busters  for* 
they  didn't  pay  attention  to  then 
"I  told  them  that  the  media  we 
treating  the  next  generation  very 
says  Ritchie.  "They  have  never  b( 
dressed  in  any  significant  way  an 
very  real  reasons  to  be  hostile." 

And  hostile  they  are.  Busters 
the  boomers,  whom  they  see  as 
partied  through  the  1970s  and 
sticking  the  younger  generation  w 
check.  "It  will  be  me  and  my  c 
that  pay  off  the  deficit,"  says  Lai 
mis,  23,  a  part-time  bank  teller  an 
State  University  graduate  who 
like  to  be  a  journalist.  "I  blame  tl 
erations  before  us." 
'McJOBS.'  Many  busters  find  the; 
graduated  from  high  school  and 
into  unemployment  or  underempk 
(chart,  page  75).  Unlike  the  trailin 
of  baby  boomers,  who  easily  entei 
expanding  job  market  of  the  mid 
busters  often  have  to  settle  foi 
Douglas  Coupland.  thirtysomethi 
thor  of  the  novel  Generation  ^ 
"McJobs" — mundane  and  marj 
challenging  work  that  provides 
check  and  little  else.  Take  Kris 
herty,  22,  a  graduate  of  Lewis  & 
College.  She  wants  to  be  an  anth 
gist,  but  she's  clerking  in  a  cl 
store  in  Portland,  Ore.,  and  tak 
babysitting  jobs.  "We  were  told  si: 


GREG  FONTANA 

A  plumber's 
apprentice  in  San 
Francisco, 
Fontana,  23,  lived 
with  roommates 
but  moved  home 
to  save  money. 
"My  generation  is 
going  to  have  it 
tough,  just 
because  of  the 
way  things  are 
going." 
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were  kids  thai  if  we  worked 
hard,  we  would  be  success- 
ful." Instead,  she  says,  "I 
worked  hard,  I  had  a  high 
grade-point  average,  and  I 
am  100'/'  oveniualified  for 
my  job." 

This  is  the  generation  of 
diminished  expectiitions — po- 
lar opposites  of  the  baby 
boomers,  who  grew  up 
thinking  anything  was  possi- 
ble. In  a  general  survey 
commissioned  by  Shearson 
Lehman  Hutton  Holdings 
Inc.,  18-to-29-year-olds  were 
the  only  age  group  to  evalu- 
ate their  own  economic  class 
as  lower  than  their  parents'. 
Of  course,  that's  partly  be- 
cause they're  early  in  their 
careers,  says  Sara  Lipson, 
director  of  business  develop- 

2  o  ment  and  market  research 
5       at  Shearson.  "But  the  an- 

3  o    swer  also  reflects  the  sense 

that  affluence  is  going  to  be 
•r  to  achieve,  that  the  window  of 
tunity  is  closing  on  this  genera- 
According  to  the  Center  for  Labor 
et  Studies  at  Northeastern  Univer- 
the  current  median  income  for 
:holds  headed  by  adults  under  30  is 
)0.  That's  a  21%  drop  in  constant 
•s  from  1973. 

lER  CASTOFFS.  And  as  if  a  bleak 
inic  situation  wasn't  enough,  bust- 
3n't  have  much  emotional  security, 
■.  Boomers  grew  up  in  the  post- 
hower  era  of  the  working  dad  and 
maker  mom.  "Boomers  were  told 
ds,  'You're  wonderful,  you're  the 
r  of  the  universe,'  "  says  Susan 
'ard,  senior  vice-president  of  mar- 
jsearch  firm  Yankelovich  Partners 
'And  boomers  will  feel  that  way 
they're  90."  Meanwhile,  the  bust- 
rorld  became  progressively  gloomi- 
rhe  economy  began  to  fall  apart, 
f  nets  began  to  unravel,  the  loan 
intees  were  gone  by  the  time  they 
to  college,  and  they  didn't  have 
mothers  at  home,"  says  Hayward. 
i  where  baby  boomers  had  the  sex- 
svolution,  busters  are  growing  up 
le  age  of  AIDS. 


KILL-ER  adj : 

great, 

as  in  "that's 
a  killer 
mountain 
bike" 


)le  our  age  were 
ing  their  sexual 
ty  with  the  un- 
anding  that  we 
die  for  our  ac- 
,"  says  Adam 
man,  26,  co- 
ier    of  Condo- 

i,  a  Los  Angeles-based  chain  of 
condom  stores.  "No  other  genera- 

las  had  to  deal  with  this  at  this 
of  our  lives." 

this  insecurity  has  created  a  pain- 
iradox.  "There's  a  strong  desire  to 


be  Estal)lishmenl,  l)ut  tlie  recession  is 
making  it  very  hard  to  attain  that,"  says 
Bradford  Fay,  27,  a  research  director  at 
Roper.  "The  ironic  thing  is  that  the 
baby-boom  generation  had  everything 
for  the  taking  and  at  first  rejected  it. 
Here's  a  generation  that  very  much 
wants  those  things  but  is  having  a  very 
hard  time  getting  them." 

Except  for  their  collective  sense  of 
foreboding,  busters  have  little  in  com- 
mon with  each  other.  Where  boomers 
were  united  by  pivotal  events,  such  as 
the  Vietnam  War  and  Watergate,  bust- 
ers have  been  left  largely  unmoved  by 
their  era's  low-cal  war,  Operation  Desert 
Storm,  and  scandal-lite,  Ivdn-contm. 

They're  also  a  racially  diverse  group, 
with  H7'-  blacks,  12.3'/'  Hispanics,  and 
3.9'/"  Asians,  com])ared  with  12.4'/',  9.5'/  , 
and  3.3'/,  resj)ectively,  for  the  entire 
population.  This  diversity  isn't  always 


GRUNGE  n 

a  fashion 
that  cele- 


liop  and  other  paits  of 
black  culture." 

Busters  are  also 
creating  their  own  pop 
brates  the  ill-  culture  by  borrowing 
kempt,  lum-     discarded  boomer 

berjack  look  '^'^"^  '^'"j  mocking 
them  while  making 
them  their  own.  Witness  the  renewed 
enthusiasm  among  young  cable  viewers 
for  reruns  of  vapid  TV  shows  made 
about  two  decades  or  more  ago — Gilli- 
gan's  Island,  The  Brady  Bunch,  and 
The  Dick  Van  Dyke  Show.  It's  all  fasci- 
nating for  trend-watchers.  "This  derisive 
viewing  of  The  Brady  Bunch  is  not  just 
motivated  by  a  need  to  feel  superior," 
says  Mark  Crispin  Miller,  professor  of 
media  studies  at  .lohns  Hopkins  Univer- 
sity. "It's  also  motivated  by  a  longing 
for  the  more  stable  world  of  The  Brady 
Bund)." 


MICHAEL  GOFF 

Gof  f,  27, 
graduated  from 
Stanford  and 
launched  Oui,  a 
gay  magazine. 
"When  your 
friends  are  dying, 
being  out  of  the 
closet  doesn't 
seem  like  such  a 
huge  deal.  AIDS 
mobilized  me." 


accepted — witness  the  rash  of  racial 
brawls  on  campuses.  But  the  greater 
prevalence  of  minorities  in  this  genera- 
tion heavily  influences  the  language, 
music,  and  dress  that  it  adopts.  And 
marketers  use  black  cultural  idioms  such 
as  hip  hop — dance-oriented  street  mu- 
sic— as  a  kind  of  semaphore  to  reach 
Xers.  "You  see  the  African-American 
segment  of  the  youth  market  leading 
the  way,"  says  Thomas  Burrell,  chair- 
man of  Burrell  Advertising  Inc.  in  Chica- 
go, which  does  ads  for  McDonald's  Corp. 
in  African-American  publications.  "The 
groups  aren't  coming  together  physical- 
ly, but  you  see  the  signals  picked  up 
through  the  media."  Adds  Keith  Clinks- 
cales,  28,  publisher  and  editor-in-chief  of 
Urban  Profile,  a  magazine  for  black  col- 
lege students:  "The  mainstream  has  ex- 
panded. Now  you  have  Madison  Avenue 
copywriters  enjoying  the  fruits  of  hip 


Busters'  passion  for  boomer  castoffs 
is  also  creeping  into  fashion.  This  fall, 
the  '70s-inspired  "grunge"  look  has  in- 
fluenced some  of  Seventh  Avenue's 
younger  designers.  What's  grunge? 
You're  showing  your  age.  Grunge  is 
slovenly,  asexual,  antifashion  fashion. 
The  style  has  even  surfaced  in  Vogne.  In 
a  special  spread  in  the  magazine's  De- 
cember issue,  a  cast  of  waiflike  models 
sports  long,  lank  hair,  faded  flannel 
shirts,  clunky  work  boots,  ripped  sweat- 
ers, old  jeans  and  corduroys,  long  flow- 
ing skirts,  pierced  noses,  and  a  bleak 
"Fine,  fire  me,  I  don't  care"  look. 
"Grunge  speaks  to  a  narrow  band  and  to 
the  exclusion  of  boomers,"  says  Enter- 
tainment Weekly's  Kauffman. 
JOLT-FUELED  'RAVES.'  Grunge  music  is 
similarly  anomie-riddled  and  angry. 
Grunge  stars  include  Kurt  Cobain  and 
his  group.  Nirvana,  whose  1991  album 
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GENERATION  X 
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DISPOSSESSED 
YOUTH 


Xercriitirtd  sold  4.5  million  cojiie.-;  in  the 
U.  S.  Even  hai-slier  are  Soundgarden  and 
Mudhoney.  Then  there  are  the  spontane- 
ous dance  marathons  on  the  West  Coast, 
called  ■"raves,"  where  music 
from  such  groups  as  Nine  Inch 
Nails  makes  up  in  speed  what 
it  lacks  in  melody.  Ravei-s  takt 
over  vast  warehouses  or 
parkinjr  lots,  where  they 
dance  wildly  in  huge 
crowds,  often  fueled  by 
supercaffeinated  Jolt 
cola,  "smart  drinks"  of 
caffeine  and  protein 
mixei-s,  and  Ecstasy, 
a  combination  of 
mild  hallucinogens 
and  speed.  Busters 
also  dive  into  new 
magazines,  such  as 
Details.  Urban  Pro- 
file. Spifi.  and  VSB 
(Young  Sisters  & 
Brothers),  that  most 
boomei-s  have  proba- 
bly never  heard  of. 

Grunge,  anger,  cultural  dislocation,  a 
secret  yearning  to  belong:  They  add  up 
to  a  daunting  cultural  anthropologA"  that 
marketers  have  to  confront  if  they  want 
to  reach  twentysomethings.  But  it's 
worth  it.  Busters  do  buy  stuff:  CDs. 
sweaters,  jeans,  boots,  soda.  beer,  cos- 
metics, electronics,  cars,  fast  food,  per- 
sonal computers,  mountain  bikes,  and 
Rollerblades.  In  part  because  so  many 
live  at  home — of  18-to-24-vear- 
olds  in  1991,  vs.  4S^>  in  19S0-^they 
have  lots  of  discretionaiy  income 
(chaits.  page  75).  Their  brand  prefer- 
ences haven't  yet  been  en- 
_i  tirely  established,  unlike 
those  of  aging  boomei*s  who 
are  already  set  in  their 
ways.  And  like  any  gi-oup. 
they  will  appreciate  being 
courted — if  the  wooing  is 
done  right. 

Finding  the  right  tone  can 
be  tricky.  For  one  thing. 
Xers  were  often  exposed  to 


far  more  knowledgeable  about  and  sus- 
picious of  advertising  than  earlier  gener- 
ations passing  through  their  twenties. 
"Today's  teens  are  media  maniacs."  says 
Sassy's  Cohen.  "Generation  X  has  been 
brought  up  in  the  most  overcom- 
municated  society  in  the 
world.""  Adds  .James 
Truman,  editor- 
in-chief  of  De- 
tails, whose 
readei"s"  median 
age  is  26.- 
"They" re  tremen- 
dously cynical  be- 
cause they  know  the 
media  is  most  often 
talking  to  them  to  sell 
them  something."" 
'HEY,  WE  KNOW.'  That 
combination  of  cynicism 
and  responsibility  even 
shows  up  among  supposed- 
ly carefree  college  students. 
Gary  Flood,  a  vicepresident  for  market- 
ing at  MasterCard  International  Inc.. 
was  sui-prised  at  how  knowingly  focus 
groups  of  students  talked  about  getting 
a  good  credit  rating.  "Try  some  frivo- 
lous approach  in  selling  them  a  credit 
card,  or  tell  them  to  have  a  good  time 
vrith  the  card  with  their  friends,  and  it 
turns  them  off."  Flood  savs.  Instead. 


MasterCard  is  providing  seming 
handling  credit  responsibly.  Simila 
a  move  that  shows  an  understand 
buster  concerns  in  the  dour  199( 
Communications  Corp.  has  plan 
promotion  around  a  brochure  it  i 
lishing  on  the  dos  and  don'ts  of  fir 
first  job. 

At  the  same  time,  busters  are 
off  by  marketing  pitches  that  take 
selves  too  seriously.  Not  for  the 
1980s-style  >-uppie  ads  that  treat 
cai-s  or  expensive  cosmetics  so  rt 
tially.  Busters  respond  best  to  me 
that  take  a  self-mocking  tone, 
works,  says  market  researcher 
Langer.  is  "advertising  that  is 
va  urn  '^'P  sa.YS, 

TAKE  TO       ue  know."  " 

THE  HOOP        So  how  do  you 

V/ :  confront  you  know"?  In  one 
and  criticize  ?'on  ad  for  May 
Inc.  s  Expert  Eyes 
ow.  model  Christ}"  Turlington  is 
looking  coolly  glamorous  aga: 
moonlit  sky.  A  voice-over  says:  "W 
strange  celestial  event. . ,  that  ga 
such  bewitching  eyes"?"'  Then,  T 
ton,  magically  transported  to  her 
room  sofa,  laughs  and  says:  "Ge 
it,'"  Says  Sheri  Colonel.  executiv( 
president  at  Maybelline"s  ad  agenc 
tas  New  York:  "We  found  we  hac 
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culture  at  an  even  more 
tender  age  than  boomers. 
Since  so  many  bustei-s  grew  . 
up  with  working  parents.  ? 
they  were  given  early  shop-  ' 
ping  chores.  Says  Linda  Coht-: 
publisher  of  Sassi/  magazii.- 
"They"re  used  to  deciding  wha" 
stereo  is  best,  what  car  is  coi  .. 
what  vacation  to  go  on.  They 
are  veiy  sa\~vy"  consumei-s.'" 

That"s  good  and  bad  for  mar- 
keters. It  s  good  because  bust- 
ers are  accustomed  to  shopping, 
bad  because  it  means  thev  are 
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iiTt'Vt'reiil,  sassy,  and 
surprisiiif^  with  this  age 
group." 

Another  cosmetics 
maker,  Revlon  Inc.,  has 
ditched  the  gauzy,  wor- 
shipful ad  approach  in 
of  a  pitch  that  plays  to  diversity. 
Is  for  its  Charlie  perfume,  Revlon 
3  supermodel  Cindy  Crawford  play- 
}asketball  with  a  racially  mixed 
)  of  young  men. 

;o  Bell  Worldwide  also  figured  it 
0  use  a  playful  approach  to  pursue 
rs.  The  fast-food  chain  did  a  lot  of 
it  research  to  determine  the  right 
says  Tim  Ryan,  senior  vice-presi- 
for  marketing.  His  discovery:  Bust- 
love  music,  they  love  to  party,  and 
love  irreverence."  Taco  Bell's  ad 
■y,  Foote,  Cone  &  Belding,  created 
ipaign  that  incorporates  rockabilly 
and  MTV-style  shots  of  musicians 
ig  in  the  desert. 

rketers  also  figure  that  busters 

0  think  that  they  live  life  on  the 
So  one  sure  sign  of  an  ad  aimed  at 
^roup  is  imagery  of  wild,  death- 
ig  stunts.  "You're  dealing  with  a 

1  that  really  feels  like  it's  seen  it 
5ays  Ann  Glover,  brand  manager 
'epsiCo  Inc.'s  regular  and  Diet 
tain  Dew  soft  drinks.  "So  the  chal- 
lenge is 
how  do 


you  creali'  a 
commercial 
that  breaks 
through  to  this 
person  who 
thinks  he  knows 
everything?"  Re- 
cent TV  ads  for  the 
$275  million  Diet 
Dew  brand  attempt 
to    reach  20-to-2y- 
year-old     men  by 
showing     their  ilk 
rollerblading  down  a 
volcano  or  kayaking 
over  a  waterfall.  Diet 
Dew   advertises  ag- 
gressively on  MTV  and 
on  Fox  Broadcasting 
Co.  shows  such  as  Mel- 
rose Place  and  In  Liv- 
ing Color  intended  for 
busters. 

HONESTY  POLICY.  Buster  cynicism  about 
blatant  product  pitches  has  also  shaped 
Nike  Inc.'s  marketing.  Says  Kate  Bed- 
narski,  global  marketing  manager  for 
the  footwear  maker's  women's  division: 
"That's  one  of  the  reasons  we  decided  to 
be  as  honest  as  possible,  even  though  we 
are  a  brand  name  and  trying  to  sell  a 
product." 

Nike's  ads  for  women's  athletic  shoes 
are  all  soft  sell,  showing  little  footwear 
or  apparel.  Instead,  they  feature  a  lot  of 
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te.xt  and  depict  women 
running,  walking,  or 
doing  aerobics — al- 
ways resolving  with 
an  exhortation  to  go 
do  some  self-im- 
proving fitness  ac- 
tivity— sort  of  a 
consciousness 
raising  session 
in  print.  "I  al- 
ways read 
Nike  ads 
from  start  to 
finish,"  says  Abby 
Levine,  'Zi,  a  junior  retail 
executive  in  New  York  City. 
"They  always  have  some  words 
of  encouragement." 

Busters  also  resent  all  the  lec- 
turing they  have  gotten  from 
boomers,  who,  as  Ritchie  of 
McCann-Erickson  notes,  have 
grown  increasingly  restrictive 
and  reactionary  as  they  approach 
middle  age,  despite  their  revered 
memories  of  free  love  and  politi- 
cal protest.  "The  repressiveness 
baby  boomers  has  really  come 
fore  in  the  last  10  years,"  Ritchie  says. 

Recent  TV  ads  for  the  Isuzu  Rodeo 
off-road  vehicle  tap  into  busters'  feel- 
ings of  rebellion.  One  begins  with  a  little 
girl  in  a  classroom  being  urged  by  her 
teacher  to  color  only  between  the  lines. 
In  the  next  shot,  she's  a  twentysometh- 
ing  who  abandons  the  traffic  lanes  and 
roars  off  the  highway  onto  a  dirt  road. 
As  a  result  of  the  campaign  and  its  suc- 
cess with  busters,  the  average  age  of 
Rodeo  buyers  has  dropped  into  the  low 
;!0s,  and  overall  sales  have  increased 
(i09r,  to  5,000  a  month. 

Not  that  busters  don't  have  their  own 
(nlhodoxies.  They're  concerned  about 
the  environment:  Ice  cream  maker  Ben 
&  Jerry's  Homemade  Inc.  sells  this 
point  by  informing  customers  of 
how  it  recycles  packaging  and  buys 
l)lueberries  from  Indians  in  Maine. 
BYE-BYE,  BIMBOS.  And  while  they 
!'espond  to  sexy  advertising,  they're 
repelled  by  anything  that  smacks  of 
sexism.  When  August  A.  Busch  IV 
became  brand  manager  for  Bud- 
weiser  in  July,  1991,  the  then-27- 
year-old  told  Anheuser-Busch  Cos. 
wholesalers  that  research  showed 
the  typical  bouncing-bimbo-filled 
beer  ad  "just  doesn't  cut  through" 
e  21-to-27-year-old  drinkers  he  want- 
ed to  reach.  Busch  launched  a  campaign 
that  displayed  the  kind 
of  nonsexist  irreverence 
that  appeals  to  many 
Xers.  One  ad  shows  a 
granny  teaching  a  rocker 
liow  to  play  his  guitar 
better.  Another  series 
has  busters  receiving  a 
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The  new  COMPAQ  PAGEMARQ  20 
and  COMPAQ  PAGEMARQ  15.  Two 
network  laser  printers  that  will 
immediately  establish  the  industry 
benchmark.  Printers  for  those  who 
want  nothing  short  of  eyerything. 

After  rather  extensive 
R&D,  we  realized  the  aver- 
aae  network  printer  was 
doing  more  to  raise  vour 
group's  blood  pressure 
than  its  productivity. 

So  \\c  created  two  new 
network  printers  bristling 
with  features  that  will  help 
e\ervone  work  in  harmonv 

For  starters,  COMPAQ- 
built,  RISC-based  control- 
lers, in  combination  with 
powerful  print  engines,  let 
our  printers  run  at  15  and 
20  PPM.  .\nd  at  20  PPM, 
that's  100%  faster  on  aver- 
age than  HP  LaserJet  IlISi 


in  PostScript  applications. 

t\nA  tlie  abiUtv  to  print 
in  sizes  up  to  11"  bv  17" 
will  reallv  make  vour  dav. 
Especiallv  if  it's  Hlled  with 
ever^  thing  from  envelopes 
to  double-page  la\outs  to 
CAD  plots  to  spreadsheets. 

The  built-in  motorized 
paper  travs  can  hold  up  to 
1,500  sheets,  more  than  anv 
other  desktop  printer  So 
\  ou  can  think  about  things 
other  than  loading  paper. 


Not  onl\-  do  our  p 
know  PostScript  L 
and  PCL5,  but  unli 
others ,  the^•  come  eqi 
with  Intelligent  Emi 
Sensing.  A  f eattire  th 
stantl\'  monitors,  wit! 
like  precision,  the  lar 
that  anvone  is  using 
given  time,  and  thei 
maticallv  adjusts  t 
emulation  w  ithout 
ha\  ing  to  lift  a  Hnge 

Trulv  network- 


■TKjs  service  IS  provided  b\  guaranteed  service  providers,  and  mav  not  be  available  in  certain  geographic  locations,  C  1992  Compaq  Computer  Corporanon  All  rigt 
COMPAQ  registered  U  S  Patent  and  Trademark  Office   PAGEMARQ  and  CompaqCare  are  trademarks  of  Compaq  Computer  Corporaoon   Produa  names  i 


BreakthrougrWhich 
IE  Right  A  Miracle. 


PAQ  PAGEMARQ  20:  20PPM  «  20-MHz  AMD  29000  RISC  wah  128-K 
i  4MB  RAH  standard,  expandable  to  20  MB  <■  I,XX)-sheet  (standard) 

IPAQ  PAGEMARQ  15:  liPVM  <•  16-MHz  AMD  29000  RISC  « 
■U  M  standard,  expandable  to  18  MB  «  7i0-sheet  (standard),  1,000-sheet 
ith  optional  second  TwtrJray 

^  iMODELS:  Up  to  800  X  400dpi  (COMPA(lHigh-ResoIutwn  Mode)  « 
ript  Level  2  and  PCL  i  k/ Intelligent  Emulation  Sensing  <'  One  slot /port 
r  AppleTalk,  Setuork  Interface  Cards,  Internal  FAX  Modem,  Serial  and  Parallel 
Available  Options:  Internal  60-MB  Hard  Drive,  1-  and  2 -MB  Program- 
Font  Modules  <•  Consumables:  One-piece  cartridge  mth  1 2,000-page  yield 


rs  should  meet  all 
jr  network  needs. 
Droxide  a  direct  con- 
0  Novell  and  Apple- 
•nvironments. 
id  they  offer  vou  five 
ices,  so  that  \  ou  can 
her  net  or  Token  Ring, 


AppleTalk,  both  a  serial  and 
parallel  port,  as  well  as  an 
Internal  FAX  Modem-all 
at  the  same  time.  Leading 
to  better  communication 
across  vour  entire  network. 
Instead  of  language  that 
best  remains  unprinted. 


Completing  the  picture 
is  an  800x400  high-resolu- 
tion print  mode  for  crisp 
text  and  graphics.  .Add  the 
internal  60-MK  Hard  Drive 
or  the  Programmable  Font 
Modules  to  customizx'  and 
expand  \  our  font  libran.;  a.s 
well  as  to  store  PostScript 
fonts  permanentlv,  withfjut 
flou  nloading  constantlv. 

thCompaqCare, 
vou  get  a  tree,  one -vear,  on- 
site"  Limited  v\  arrants'  for  re- 
pair b\  the  second  bu-sincss 
dav,  anvwhere  in  the  U.S. 

Call  f)ur  printer  special- 
ists at  1-800-345-1518  abrjut 
the  ne%s  line  of  COMPAQ 
PAGEM,ARQ  Laser  Printers. 
Products  from  a  companv 
that  believes  total  chaos 
should  never  be  standard 
operating  procedure  in  a 
computer  network. 


Our  Inlelligent  tmulaiwn  Seruing 
feature  continually  monitors,  then  auto- 
matically adjusts,  to  either  PostScript 
Level  2  or  PCL  5  depending  upon  which 
you're  using.  You  needn't  lift  a  Jinger. 


They  print  in  sizes  up  to  I /"  by  17"  They 
can  handle  CiD  images,  spreadsheets,  and 
even  double-page  layouts,  .ilulliple  Twm- 
Trays  hold  up  to  l.iOO  sheets  Impressed? 


Send  FaK  I 


With  our  printers'  optional  Interna!  FAX 
.Modem,  you  can  send  and  receive  pre- 
sentation-quahtv  documents,  in  sizes  up 
to  11"  by  17"  Right  Jrom  your  desktop. 


c  trademaHu  and /or  registered  traderaarks  of  their  respective  companies 


slightly  tongue-in-cheek  lesson  about  the 
glorious  tradition  of  Bud  from  older  bar- 
mates.  Busch's  father,  CEO  August  A. 
Busch  III,  was  skeptical.  "But  he's  look- 
ing through  younger  eyes,"  the  father 
admitted.  "He  was  right,  and  I  was 
wrong."  Through  September,  Anheuser- 
Busch  posted  a  1.3''^  gain  in  barrel  ship- 
ments; the  industry  showed  a  0.37'  gain. 
Marketers  who  get  their  messages 


right  may  be  in  for  a  pleasant  surprise. 
Like  other  demographers,  Hokenson  of 
Donaldson,  Lufkin  &  Jenrette  believes 
that  a  population  cohort's  size  has  a  big 
influence  on  its  standard  of  living.  To- 
day's baby-bust  generation,  large  as  it 
is,  still  runs  smaller  than  the  boomer 
generation.  That  means  it  may  not  face 
the  heavy  competition  boomers  now  en- 
counter from  their  numerous  brethren. 


So,  despite  their  struggles,  buste 
may  yet  end  up  living  better  than  tl 
boomers.  That  would  be  a  rich  irony:  tl 
overlooked  generation  ultimately  be£ 
ing  out  the  Me  Generation  in  the  ra^ 
for  prosperity. 

By  Laura  Zinn.  irilh  Cli ri.stophcr  Poiv 
ill  Ncic  York,  Dori  Jones  Yang  in  Seatt 
Alice  Z.  Cuneo  in  San  Francisco.  Dav 
Ro.ss  in  Neir  Haven,  and  bureau  reports 


THEY  WANT  THEIR  MTV.  THEY  DON'T  WANT  ABC  NBC  CBS... 


Todd  Lencz  could  easily  be  the 
real-life  template  for  the  charac- 
ters on  Melrose  Place.  Like  the 
fictional  "baby  busters"  in  the  Fox 
Broadcasting  Co.  series,  Lencz  is  in  his 
mid-20s,  well-educated,  and  lives  in  a 
comfortable  Los  Angeles  apartment. 
Like  one  of  the  characters,  he  is  work- 
ing part-time  to  pay  for  his  graduate 
training.  So  what  does  Lencz,  a  PhD 
candidate  in  psy- 
chology, think  of 
Fox's  paean  to  bust- 
er life?  "It's  the 
dumbest  thing  I've 
ever  seen.  The  char- 
acters have  no  per- 
sonality, and  the 
stories  are  entirely 
formulaic." 

Sadly  for  Fox, 
that's  no  minority 
opinion.  Melrose 
Place  has  faded  like 
a  Southern  Califor- 
nia tan  in  winter 
since  its  debut  last 
July.  Despite  Mel- 
rose's, promising 
pedigree  as  a  spin- 
off of  the  high 
school  hit  Beverly 
Hills  90210,  young 
viewers  aren't  warming  up  to  this  vi- 
sion of  recent  college  graduates  con- 
fronting the  real  world. 
TURNOFF.  It  has  become  the  great  co- 
nundrum of  television  programming: 
Busters  were  weaned  on  the  tube,  but 
give  them  a  network  show  of  their 
very  own,  and  they're  likely  to  tune  it 
out  faster  than  a  Barry  Manilow  bal- 
lad. In  addition  to  Fox,  NBC  and  ABC 
rolled  out  several  new  dramas  and 
comedies  this  season  aimed  at  young 
viewers.  Yet  so  far,  two  of  them.  The 
Heights  and  The  Round  Table,  have 
been  canceled.  And  several  others  are 
languishing  in  the  ratings  cellar. 

True,  programs  such  as  Fox's  The 
Simpsons  and  NBC's  Seinfeld  have  a 
loyal  following  among  young  viewers. 


SHANNEN 
DOHERTY  AND 
LUKE  PERRY  OF 
BEVERLY  HILLS 
90210:  A  RARE 
BREAKOUT  HIT 


But  overall,  the  networks  have  been 
unable  to  carve  out  a  franchise  with 
this  audience.  Ten  years  ago,  36%  of 
the  network  prime-time  TV  audience 
was  under  the  age  of  35.  Last  season, 
just  317'  was.  ""They're  more  likely  to 
watch  alternative  media"  such  as  ca- 
ble, says  Betsy  Frank,  director  of  TV 
information  and  new  media  at  Saatchi 
&  Saatchi  Advertising.  "They're  very 
selective,  and  they 
grew  up  with  a  re- 
mote control  in  their 
hands." 

That  poses  a 
knotty  problem  for 
advertisers.  They 
covet  the  18-to-34- 
year-old  age  group. 
And  network  TV  is 
still  the  most  cost- 
effective  way  to  sell 
products  to  a  mass 
audience.  So  mar- 
keters keep  prod- 
ding the  networks 
to  develop  youthful  programs,  hoping 
that  each  new  one  will  be  a  breakout 
hit  like  Beverly  Hills  90210.  But  CBS, 
the  one  network  that  has  resisted  such 
entreaties,  leads  the  Nielsens. 

Why  are  young  viewers  rejecting 
shows  aimed  at  them'?  For  one  thing, 
many  are  almost  comically  unoriginal. 
After  the  success  of  Beverly  Hills, 
programmers  rushed  for  the  Xerox 
machine.  Four  of  this  season's  new 
shows  are  dramas  with  an  attractive 
clique  not  unlike  Luke 
Perry  and  his  pals.  Yet 
another  college-age  co- 
hort will  arrive  in  Jan- 
uary, when  Fox  rolls 
out  the  ensemble  dra- 
ma Class  of  '96. 

Fox  executives  say 
their  programs  still 
speak  to  young  view- 
ers in  ways  the  other 
networks  don't.  Andy 
Fessel,  senior  vice- 
president  of  research 
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and  marketing  at  Fox,  insists  the  rat 
ings  for  Melrose  Place  will  take  of 
once  its  characters  are  more  fully  de 
veloped.  But  he  concedes:  "There  hai 
been  a  tendency  to  copycat  success." 
'FOOL'S  ERRAKD.'  Engaging  twenty 
something  viewers,  though,  may  taki 
more  than  just  engrossing  character 
or  a  nifty  premise.  After  all,  these  an 
the  viewers  who  grew  up  on  the  nonlir 
ear  structure  and  blizzard  of  images  oi 
MTV.  "My  mind  is  trained  to  receivi 
images  at  that  rate,"  says  Lencz.  Fo 
him  and  other  busters,  even  the  con 
cept  of  sitcoms  and  dramas  seems  a  bi 
dated.  "They  care  a  lot  less  about  plau 
sibility,  character  development,  am 
plots  that  make  sense,"  says  Marl 
Crispin  Miller,  professor  of  media  stud 
ies  at  Johns  Hopkins  University. 

Certainly,  MTV  has  had  success  junk 
ing  the  traditional  narrative  format 
The  music-video  channel  boosted  it; 
ratings  this  summer  with  The  Rea 
World,  a  documentary  that  recordei 
the  antics  of  seven  twentysomethin| 
types  with  all  the  coherence  of  a  homi 
movie.  MTV  plans  more  such  video-veri 
te  efforts  next  year. 

Some  programmers  argue  that  thi 
networks  should  concentrate  on  devel 
oping  good  shows  an( 
leave  the  pursuit  o 
youth  to  MTV,  sinci 
these  restless  viewer; 
will  never  be  a  reliabli 
audience:  "To  try  t( 
capture  this  group  is  i 
fool's  errand,"  say: 
Grant  Tinker,  forme 
chairman  of  NBC.  Tin 
ker's  old  colleague: 
may  inwardly  agree 
But  given  the  pressun 
from  sponsors,  the; 
know  that  winning  th( 
young  is  one  program 
ming  riddle  they  hav< 
to  crack. 

By  Mark  Landler  ii 
New  York,  with  bureat 
reports 
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If  Tke  Wall  Street 
Journal  were  a  Kotel 
it  would  oe  a  Westin. 


Westin  is  more  than 
a  luxury  hotel,  it's  a 


business  resource  de- 

for 
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frequent  travelers  like 
you.  Every  service  we 
offer  is  geared  to  help  you  work  as  comfortably  and  efficiently 


amenitie^i  include 
computers,  voice 
mail,  full-Azed 
dedkd.fax  machine.) 
and  exprcut 
checkout. 


on  the  road  as  you  do  [fft  back  at  the  office.  If 
there's  a  smarter  way  to  get  things  done,  you'll  find 
It  first  at  Westin.  For  reservations. 


call  your  travel  consultant  or  (800)  228-3000. 
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THE  PILEUP  OF  QUESTIONS 
ABOUT  FRUEHAUF 


The  SEC  is  again  examining  the  truck-trailer  maker — and  investors  keep  getting  slammed 


It  looked  like  a  rock-solid  stock  offer- 
ing. When  Fruehauf  Trailer  Corp., 
once  the  nation's  dominant  truck- 
trailer  maker,  sold  33^^^  of  itself  to  the 
public  in  July,  1991,  at  $11  a  share,  in- 
vestors snapped  up  the  stock.  After  all, 
Randolph  W.  Lenz,  chairman  of  Frue- 
hauf's  parent,  Terex  Corp.,  had  said 
shortly  before  the  offering  that  Frue- 
hauf's  "cash  flow  and  overall  liquidity 
remain  healthy  due  to  our  strong  work- 
ing capital  position,  and  we  look  forward 
to  improved  earnings  prospects  as  the 
economy  recovers."  The  good  news  con- 
tinued. By  April,  1992,  the  shares  had 
surged  to  $17.75  apiece.  Last  July,  Ar- 
thur E.  Rowe,  then  Fruehaufs  CEO, 
boasted:  "We're  well  on  our  way  to  be- 
ing virtually  debt-free  in  the  near  term." 

But  the  good  news  was  too  good  to  be 
true.  It  appears  that  the  company  may 
have  been  less  than  diligent  in  disclosing 
in  a  timely  fashion  a  lot  of  its  problems, 
brought  on  at  least  in  part  by  the  reces- 
sion. During  the  second  quarter  of  1991, 
slumping  sales  and  earnings  caused 
Southfield  (Mich.)-based  Fruehauf  to  fall 
out  of  compliance  with  the  terms  of  its 
loan  agreement  with  a  group  of  banks. 
Just  before  the  initial  public  offering,  it 
skated  perilously  close  to  default  on  the 
bank  loans,  which  are  fully  secured,  yet 
it  didn't  inform  prospective  investors  of 
that.  Not  until  March,  1992 — long  after 
the  IPO — did  the  manufacturer  finally 
disclose  to  shareholders  its  lack  of  com- 
pliance with  the  loan  agreement. 
TIGHTER  LEASH.  Moreover,  in  late  1991, 
the  Securities  &  Exchange  Commission 
ruled  that  the  company  had  used  overly 
aggressive  bookkeeping — chiefly,  count- 
ing excess  pension-fund  money  as  in- 
come— to  puff  up  reported  second-  and 
third-quarter  earnings.  The  SEC  pres- 
sured Fruehauf  to  lower  earnings  dra- 
matically for  the  two  periods  (table). 
Since  then,  under  more  conservative  ac- 
counting, the  company  has  run  a  red-ink 
gusher  each  quarter.  Losses  in  1992 
through  Sept.  30  total  $28  million  (chart). 

Investors  have  suffered.  Since  April, 
the  stock  has  sunk  to  5.  "This  is  a  case 
of  a  company  tricking  the  investing  pub- 


lic," says  Howard  M.  Schilit,  an  account- 
ing professor  at  American  University. 
Terex,  which  now  has  42^/^  of  the  stock, 
retains  voting  control  of  Fruehauf. 

In  a  three-hour-long  interview  with 
BUSINESS  WEEK  on  Dec.  1,  Lenz  and  oth- 
er top  executives  denied  that  the  compa- 
ny has  misled  investors  in  any  way. 
Lenz  says  Fruehauf  was  not  in  default 
under  its  bank  agreements  at  the  time 
of  the  public  offering  because  the  banks 
had  granted  it  a  waiver.  Marvin  B.  Ro- 
senberg, Fruehaufs  secretary,  says  the 
company  was  not  required  to  disclose 
that  the  banks  had  given  it  a  reprieve  on 
loan  violations.  Lenz  also  asserts  that 
Fruehauf  has  never  missed  a  bank  pay- 
ment and  that  it  was  never  required  to 
disclose  potential  defaults.  Nevertheless, 
David  J.  Langevin,  a  vice-president  at 
KCS  Industries  Inc.,  a  management  firm 
controlled  by  Lenz  that  has  operational 
control  of  Fruehauf  and  Terex,  says: 
"We  have  to  come  out  with 
very  conser\'ative  [earnings 
statements]  from  this  point 

forward.    Even  much   

more  conservative  than 
our  previous  ones." 

On  top  of  all  that, 
the  SEC  has  begun 
an  investigation 
into  other  ques- 
tionable 
accounting 
practices  at 
Terex  alleged 
in  an  Oct.  12 


BUSINESS  WEEK  story.   "The  SEC 
adorned  us  with  a  number  of 
ments,"  including  a  10-page  lett€ 
questing  information  and  docun 
confirms  Langevin. 

In  fairness,  Fruehauf  has  been  s 
gling  since  late  1986,  when  it  was 
loaded  with  debt  from  a  $1.4  billi( 
veraged  buyout  by  management  1( 
Merrill  Lynch  &  Co.  From  then 
Terex  bought  Fruehaufs  truck-t 
division  for  $231  million  in  July, 
the  company  had  cumulative  opet 
losses  of  $90  million.  (The  other  p: 
the  company.  K-H  Corp.,  was  sold  tc 
ity  Corp.  in  1989.) 

Yet  Terex  looked  like  a  miracle  ■ 
er  for  a  while.  Even  though  the  c( 
ny's  purchase  coincided  with  the  1 
ning  of  a  sharp  cyclical  downturn  i 
truck-trailer  business,  the  Fruehau, 
posted  a  profit  of  $2.3  million  for 
according  to  the  stock-offering  pre 
tus.  Current 
former  e: 
tives  sa^ 
bulk  oi 
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ngs  came  from  fulfillment  of  back- 
ed orders,  shaving  overhead,  and 
ing  down  reserves, 
ce  those  quick  gains  were  exhaust- 
16  reality  of  the  recession  began  to 
Fruehauf  posted  a  $4  million  loss 
he  first  quarter  of  1991,  putting 
iure  on  its  dwindling  cash  re- 
■es.  The  loss,  if  it  continued,  would 

put  Fruehauf  in  default  of  its 
terms,  which  required  profits  of 
llion  for  the  first  six  months  of  the 

In  May,  to  forestall  that  possibili- 
was  able  to  get  amendments  to  the 
•equirements  drawn  up  by  the  bank 
).  Among  other  things,  the  banks 
ed  the  income  threshold  from  $8 
n  to  $2  million  for  the  first  six 
IS  of  1991. 

r  OF  INTEREST.  High  debt  was  also 
ig  it  difficult  for  Fruehauf  to  meet 
anks'  net-worth  standards.  Encour- 

by  its  bankers,  Terex  issued  a 
lauf  !P()  on  June  28  to  raise  cash, 
rospectus  didn't  mention  that  Frue- 
was  having  trouble  complying  with 
an  agreements — a  fact  that  would 
been  of  interest  to  prospective  in- 
rs.  Nor  did  it  mention  the  signifi- 

of  the  May  loan  amendments, 
hat  drove  this  equity  offering  ex- 
ely  was  that  they  were  in  violation 
(6  loan  agreement,"  speculates 
ican  University's  Schilit,  adding: 
,  makes  it  more  egregious  that  they 
disclose  it  in  the  prospectus." 
lauf  executives  deny  that  and  con- 
that  they  needed  the  fresh  capital 
luce  debt. 

I,  the  easier  loan  terms  weren't 
enough.  To  meet  the  $2  million 
lum-profit  target  for  199rs  first 
fruehauf  took  $10  million  in  excess 
/  from  its  pension  fund  and  fed  it 


THE  OTHER  MESS: 
LENZ  VS.  KIDDER 


Ri 


landolph  W.  Lenz,  chairman  of 
Fruehauf  Trailer  Corp.  and 
.  Terex  Corp.,  its  parent,  is  in  a 
nasty  legal  battle  with  Kidder,  Pea- 
body  &  Co.  that  could  threaten  his  con- 
trol of  Terex. 

Lenz,  who  owns  52%  of  Terex,  has 
used  1.3  million  of  his  5  million  Terex 
shares  as  collateral  for  three  margin 
accounts  at  the  brokerage.  Terex  stock 
has  suffered  badly  this  year,  partly  be- 
cause of  losses  at  Fruehauf.  Other  bad 
news  for  Terex  was  a  BUSINESS  WEEK 
story  in  October  that  raised  questions 
about  its  accounting  practices. 

Later  that  month,  according  to  court 
papers,  Kidder  told  Lenz  his  stock  had 
dropped  so  far  that  he  was  in  default 
of  its  margin  requirements.  The  firm 


into  the  company's  income  stream  as  op- 
erating profit.  That  helped  put  it  in  the 
black  for  199rs  second  quarter.  A  note 
in  the  second-quarter  earnings  report  re- 
ferred only  to  a  "nonrecurring  pension 
expense  adjustment'"  without  disclosing 
the  $10  million  amount.  Rosenberg,  the 
company's  secretary,  says  Deloitte  & 
Touche,  its  accounting  firm,  approved 
the  pension  adjustment. 

The  SEC  did  not  approve,  however.  So, 
in  November,  1991,  Fruehauf  removed 
the  gains  stemming  from  the  pension 
adjustment — a  move  it  disclosed  in  a 
press  release.  Revised  earnings  released 
later  that  month  showed  a  loss  of  $8 
million  for  the  second  quarter  and  a 
barely  profitable  third.  The  SEC  is  per- 


ordered  him  to  repay  $6.5  million  in 
loans  against  his  accounts.  When  Lenz 
replied  he  didn't  have  enough  cash, 
Kidder  threatened  to  sell  his  Terex 
shares,  according  to  documents  filed  in 
New  York  State  Supreme  Court. 

To  stop  the  sale,  Lenz  requested  a 
temporary  restraining  order,  which  the 
New  York  judge  granted.  A  hearing  on 
the  matter  will  be  held  sometime  next 
year.  Lenz  claims  he's  not  in  default  on 
the  accounts.  A  forced  Terex  sale,  he 
argued  in  an  affidavit,  "would  inflict 
devastating  financial  harm  on  public 
shareholders,  the  company,  and  me"  by 
driving  the  price  down.  It  would  also 
cut  his  holding  to  below  50%. 

That  could  put  Terex  in  a  bind.  Some 
of  its  loan  agreements  require  Lenz  to 
maintain  a  majority  stake.  Dipping  be- 
low this  could  force  Terex  to  redeem 
millions  of  dollars  in  debt,  which  it 
could  ill  afford.  As  if  Lenz  didn't  have 
enough  to  worry  about. 

By  Michael  Schroeder  in  New  York 


mitting  Fruehauf  to  book  the  $10  million 
gain,  but  only  by  stretching  it  over  12y2 
years,  starting  this  year. 

Questions  about  Fruehauf's  account- 
ing continued.  In  October,  Fruehauf  and 
Terex  dismissed  Deloitte.  In  a  letter  to 
the  SEC,  the  accounting  firm  explained 
that  it  had  held  six  meetings  with  com- 
pany executives  discussing  changes  it 
wanted  "relating  to  the  financial  report- 
ing process  and  the  role  of  the  Audit 
Committee,  and  timely  discussions  with 
the  auditor  of  proposed  significant  trans- 
actions." Following  the  business  week 
story  that  month,  which  raised  questions 
about  Terex'  accounting  practices,  the 
SEC  requested  information  about  Terex 
and  Fruehauf  from  Deloitte.  Rosenberg 
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says  the  company  hired  Price  Water- 
house  to  replace  Deloitte  "strictly  on  the 
l)asis  of  price."  Rosenberg  denies  that 
there  were  any  disputes  between  Frue- 
hauf  and  Deloitte  over  accounting  prac- 
tices. Deloitte  had  no  comment. 

Whatever  the  case,  Fruehauf  s  latest 
({uarterly  .SKC  filing  e.xhibits  a  new  open- 
ness about  its  troubles,  the  result  of  in- 
tensifying disclosure  pressure  by  the 
SKC.  "Our  policy  is,  if  it's  negative,  state 
it,"  says  Langevin.  The  unmistakable 
message:  Fruehauf  is  in  desperate  need 
of  cash.  It  admits  that  half  of  its  bills 
from  suppliers  are  past  due.  And  be- 
cause of  ever  growing  losses,  the  compa- 
ny is  in  default.  It  can't  meet  the  banks' 
more  lenient  test  of  $4.2  million  in  losses 
for  the  current  six-month  period.  Frue- 
hauf expects  to  receive  another  waiver. 
FAT  CITY.  Under  a  bank  restriction,  Frue- 
hauf's  operating  losses  should  have 
forced  it  to  reduce  the  hefty  manage- 
ment fees  it  has  been  paying  to  KC.^,  the 
Lenz-controlled  management  firm.  But 
Rosenberg  says  the  banks  allowed  con- 
tinued payments  to  Kcs  by  granting 
waivers  to  the  loan  terms.  Although 
Fruehauf  lost  $30  million  last  year,  KCs 
got  paid  $3.6  million.  And  despite  three 
quarterly  losses  this  year,  totaling  $28 
million,  KCS  has  garnered  an  additional 
$2.4  million.  The  company's  latest  SEc 
quarterly  filing  says  no  more  payments 
will  be  made  to  KCS  this  year. 

Fruehauf  sees  a  turnaround  in  the  off- 
ing. It  just  hired  a  new  CEO,  Thomas  B. 
Roller,  42,  a  former  president  of  New 
Orleans-based  Plywood  Panels  Inc.  And 
the  limping  tractor-trailer  industry 
should  recover  with  the  economy.  Lenz 
says  Fruehauf's  order  backlog  has  risen 
S' ' ,  to  $93  million,  since  last  year.  In- 
deed, much  of  this  year's  losses  relate  to 
a  $15.5  million  reserve  in  anticipation  of 
an  upturn,  to  be  used,  for  instance,  to 
realign  the  dealer  network. 

Nonetheless,  how  much  Fruehauf  can 
capitalize  on  this  projected  growth  is  an 
open  question.  Loan  terms  are  a  major 
constraint  on  its  ability  to  divert  cash 
from  debt  payments  to  business  expan- 
sion. Starved  for  cash,  it  will  have  diffi- 
culty making  headway  against  such 
tough  competitors  as  Great  Dane  Trail- 
ers and  Wabash  National  Corp.,  which 
have  taken  advantage  of  its  woes.  Frue- 
hauf insists  it  will  once  again  be  the 
premier  trailer  manufacturer.  But  KCS' 
Langevin  concedes  that  "you  don't 
change  a  monstrosity  like  Fruehauf  that 
went  through  a  terrible  LBO  in  1986.  It's 
a  10-year  process."  Meanwhile,  investors 
who  bought  Fruehauf  stock  when  it  was 
flying  high  amid  rosy  forecasts  from 
management  must  feel  like  they  have 
been  hit  by  an  18-wheeler. 

Bi/  Michael  Schroeder  in  Ncic  Yo)k 


INSURANCE  I 


LOOK  WHAT 
UNIVERSAL  LIFE  BEGAT 


Now,  insurers  are  offering  a  slew  of  new  rate-sensitive  policif 


When  universal  life  insurance 
was  introduced  in  the  early 
1980s,  it  was  an  almost-in- 
stant smash.  Today,  it  is  gradually  fad- 
ing away.  Yet  universal  life  is  spawning 
a  welter  of  similar  products  that  could 
shake  up  the  industry  and  provide  more 
and  better  choices  for  consumers. 

A  rarity  in  an  industry  that's  known 
for  its  stuffiness,  universal  life  was  a 
true  innovation:  an  insurance  product 
that  fluctuated  with  current  interest 
rates  and  had  flexible  premiums.  Policy- 
holders could  increase,  decrease,  or  skip 
premium  payments,  increase  the  death 
benefit,  or  add  to  the  cash-value  in  the 
policy.  And  universal  life  policies  offered 


higher  rates  than  did  traditional  whole- 
life  policies. 

Universal  life,  though,  proved  to  be 
solely  a  creature  of  high  rates.  When 
interest  rates  started  falling,  which  re- 
duced investment  returns,  policyholders 
soon  discovered  they  often  had  to  in- 
crease premium  payments  to  keep  up 
coverage. 

Now,  universal  life  is  giving  way  to  a 
new  generation  of  flexible,  rate-sensitive 
products.  It  is  packaging  the  new  offer- 
ings "in  a  universal-life  wrapper,  so  you 
get  premium  flexibility  and  face-value 
flexibility,"  says  Thomas  B.  Wheeler, 
president  and  chief  executive  officer  of 


Massachusetts  Mutual  Life  Insi 
Co.  But  while  the  newer  product 
offer  rate-sensitivity,  they  often 
lessen  the  downside  risk  and  as 
consumers'  fears  about  the  fir 
soundness  of  the  insurance  indust 

Among  the  most  popular  new 
ucts  is  so-called  variable  life  insu 
Rather  than  have  the  cash  value  ; 
ed  by  the  life-insurance  company 
able-life  policies  allow  policyhold 
direct  the  cash  value  in  their  polic 
a  variety  of  stock  and  bond  funds 
sets  in  the  funds  are  separate  frc 
rest  of  the  insurance  company's  ; 
so  it's  another  level  of  protectic 
risk-averse  investors,"  says  Ste\ 
Putterman,  assistant  vice-preside 
market  strategy  at  Aetna  Life  Insi 
&  Annuity  Co.  Aetna  plans  to  e 
the  fund  options  from  those  manaj 
their  own  investment  advisory  to 
of  one  or  two  outside  firms. 
PEACE  OF  MIND.  Another  new  offei 
a  hybrid,  the  universal  variable  po! 
allows  the  policyholder  to  change 
ums  and  face  value.  And  some  old 
bys  are  seeing  renewed  life.  In  N 
ber,  Aetna,  one  of  the  major  uni^ 
life  vendors,  added  interest-ser 
whole-life  policies  to  its  portfolio 
traditional  whole-life  policies,  prei 
remain  level  for  the  life  of  the 
That  makes  them  more  expensive 
ly  than  universal-life  policies.  Bi 
provisions  avoid  the  problem  that  < 
ed  universal  life  during  the  1980s 
consumers  might  have  to  make 
premium  payments.  Further,  any  i 
ment  earnings  in  excess  of  the  gi 
teed  rate  can  be  used  to  pay  pren 
"It's  not  new,  but  it's  seeing  a 
gence  because  of  the  drop  in  in 
rates,  and  also  the  fact  that  the 
flight  to  quality;  people  are  lookii 
more  guarantees  in  their  policies,' 
Putterman. 

With  consumers  willing  to  give 
little  upside  to  get  more  peace  of 
universal  life's  glory  days  are  unlil< 
return.  But  its  progeny  should  t 
Insurance  companies  are  finding 
consumers  are  a  lot  more  comfo 
with  policies  with  more  downside  f 
tion  and  fewer  grandiose  claims. 

By  Suzanne  Wool  ley  in  Neu 
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IE  BULL  RUN 
)  CHINA 


rybody  who's  anybody  on  the  Street  is  headed  over — or  back 


ITMENT  BANKING 


rendors  hawking  T-shirts  at  the 
Great  Wall.  A  standing-room- 
only  McDonald's  two  blocks  from 
,nmen  Square.  To  money  manager 
lel  F.  Holland,  vice-chairman  at 
irage  Oppenheimer  &  Co.,  it 
ed  as  if  China's  long-suppressed  en- 
eneurial  spirit  was  flourishing  ev- 
(lere.  But  the  highlight  of  his  10- 
act-finding  jaunt  in  early  November 
an  hour-long  meeting  in  Beijing's 
dden  City  with  Zhu  Rongji,  China's 
r  vice-premier  and  economic  czar,  to 
5s  a  possible  joint  venture.  "I  am  a 
old  war  horse.  I  was  awestruck," 
Holland. 

Wall  Street,  everybody  who  is  any- 
from  money  manager  Julian  Rob- 
a  to  buyout  maven  'Theodore  Forst- 
,  seems  to  have  just  visited  China. 
iw  York,  four  separate  conferences 
vesting  in  China  were  held  during 
/eek  in  November.  U.  S.  investment 
5  are  staffing  up  in  Hong  Kong, 
■  for  China  experts,  and  currying 
with  Chinese  government  leaders, 
ing  the  1980s,  we  were  interme- 
2S  for  hundreds  of  billions  in 
il  flows  out  of  Japan.  That  game 
er,  and  the  focus  has  shifted  to 
1,'"  says  John  S.  Wadsworth  Jr., 


head  of  Morgan  Stanley  Asia  Ltd. 

So  far,  U.  S.  firms  haven't  chalked  up 
big  profits  from  China  connections.  But 
that  hasn't  stopped  them  from  betting 
that  despite  a  Communist  Party  clinging 
tenaciously  to  power,  China's  economic 
reforms  are  now  irreversible.  Many  on 
Wall  Street  believe  that  China  is  com- 
mercially and  financially  coming  of  age 
and  that  the  reform  program  presents 
big  opportunities.  And  bankers  expect 
the  huge  inflows  of  capital  into  Chi- 
na from  wealthy  overseas  Chinese  to 
continue. 

Much  of  the  excitement  stems  from 
the  potential  for  China's  equities.  De- 
spite serious  problems  with  Chinese  ac- 


WHAT  U.S.  INVESTMENT 
BANKERS  ARE  UP  TO 

►  Taking  Chinese  companies  public 
in  China  and  the  U.S. 

►  Teaming  up  with  the  Chinese 
government  to  make  direct  invest- 
ments in  infrastructure  projects 

►  Brokering  joint  ventures  be- 
tween U.S.  and  Chinese  companies 

DATA  BW 


counting  practices,  on  Oct.  9,  Brilliance 
China  Automotive  Holdings  Ltd.,  a  Ber- 
muda holding  company  that  owns'  the 
largest  minibus  manufacturer  in  China, 
became  the  first  Chinese  company  listed 
on  the  New  York  Stock  Exchange.  The 
stock  has  since  soared  from  16  to  32. 
"We're  likely  to  see  some  5  to  10  trans- 
actions in  1993  as  high-profile  and  lucra- 
tive as  this,"  says  Bryant  W.  Seaman,  a 
director  at  First  Boston  Corp. 
LONG  SHOT.  But  China's  regional  stock 
market  in  Shanghai  has  plunged  lately. 
That  hasn't  stopped  Merrill  Lynch  &  Co. 
from  underwriting  an  offering  by 
Shanghai  No.  2  Textile  Machinery  Co.,  a 
state-owned  operation  converted  into  a 
corporation  whose  shares  are  traded  on 
the  Shanghai  exchange.  "The  standards 
for  disclosure  and  investor  protection  in 
China  aren't  as  high  as  Western  stan- 
dards," says  Hank  Tsang,  a  Merrill  di- 
rector in  Hong  Kong.  "It's  really  a  mat- 
ter of  gambling  with  higher  risks  for  the 
opportunity  of  higher  returns." 

Lured  by  hefty  tax  breaks  from  the 
Chinese  government  and  the  prospect  of 
fat  finder's  fees,  U.  S.  investment  banks 
are  seeking  to  broker  joint  ventures  be- 
tween Chinese  and  American  companies. 
In  mid-November,  M.  R.  Beal  &  Co.,  an 
African- American-owned  investment 
bank,  ushered  a  grou]j  of  56  Inisiness- 
men  from  Shenzhen,  a  special  economic 
zone  near  Hong  Kong,  to  meet  with  po- 
tential partners  in  the  U.  S.  "We  want  to 
promote  ourselves  to  the  world,"  says 
Dao  Ming  Zhao,  director  of  Shenzhen 
Petrochemical  Co.,  which  has  hired  an 
American  accounting  firm  to  help  it  gain 
a  U.  S.  exchange  listing. 

The  biggest  payoffs,  American  invest- 
ment bankers  feel,  could  be  direct  in- 
vestments in  Chinese  real  estate  or  in- 
frastructure projects.  "The  next  wave  in 
China  will  be  principal  investing  as  part- 
ners with  the  Chinese,"  says  a  U.  S.  in- 
vestment l)anker  with  three  such  deals 
in  the  pipeline.  0]jpenheimer  is  negotiat- 
ing with  the  government  on  such  proj- 
ects as  highways  and  theme  [jarks. 

Wall  Street,  though,  lias  a  long  histo- 
ry of  chasing  hoped-for  bonanzas  that 
turn  out  to  be  dry  holes.  Little  has  come 
from  forays  into  Eastern  Europe  and 
the  former  Soviet  Union.  China's  current 
open-door  .stance  could  be  hurt  by  fric- 
tion between  Hong  Kong's  jjro-democra- 
cy  government  and  China,  which  has 
sent  the  Hong  Kong  market  plummet- 
ing. And  President-elect  Bill  Clinton  may 
take  a  tougher  line  with  China.  "It  could 
all  blow  up  in  the  next  month,"  admits 
one  U.  S.  banker.  But  in  the  meantime, 
Wall  Streeters  are  likely  to  keep  scram- 
bling to  implement  Communist  leader 
Deng  Xiaoping's  slogan:  "To  get  rich  is 
glorious." 

Bi/  Leah  Natliaiis  Spiro  in  Ncir  York, 
with  Dare  Lindorff  rii  Hong  Kong 
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SUPERMAC 
IS  STARTING 
TO  SIZZLE 


|o,  SuperMac  Technology  isn't 
I  another  way  to  cook  up  giant 
lurgers.  It's  an  upstart  high- 
tech company  that's  starting  to  catch 
the  fancy  of  some  techies,  causing  its 
stoctc  to  log  in  a  sizable  gain.  Since 
going  public  in  mid-May,  SuperMac's 
stock  has  climbed  from  9  a  share  to  14. 

"Although  the  stock  has  gained 
strong  momentum,  SuperMac  remains 
way  undervalued,"  says  Charles  Fin- 
nic, a  partner  and  analyst  at  Volpe, 
Welty,  a  San  Francisco  investment 
bank  that  co-sponsored  SuperMac's  ini- 
tial public  offering  along  with 
PaineWebber  and  Montgomery  Securi- 
ties. Based  on  projected  yearly  20'a 
earnings  growth,  he  sees  the  stock  hit- 
ting 20  in  six  months  and  30  in  a  year. 

As  a  major  producer  of  high-perfor- 
mance color-graphics  systems  for  desk- 
top publishing,  a  sizzling  area  in  the 
computer  industry,  "SuperMac  has 
been  coming  out  ahead  of  expecta- 
tions," says  Finnie.  So  he  has  raised 
his  fourth-quarter  earnings  estimate 
from  20(t  to  22$  a  share,  vs.  last  year's 
15(f.  Finnie  hiked  his  77(f  estimate  for 
1992  to  80$,  and  his  95$  figure  for  1993 
to  $1.  SuperMac  earned  40$  last  year. 
NO  STRINGS.  Focusing  on  the  high-end 
desktop  publishing  market,  SuperMac's 
24-bit  color-graphics  circuit  boards  and 
large-screen  color  monitors  have  been 
rated  among  the  best  by  analysts. 

So  far,  Apple  Computer  is  Super- 
Mac's  main  customer.  More  than  20  Su- 
perMac products  are  designed  for  use 
with  Apple's  Macintosh  computer.  The 
company's  relationship  with  Apple  isn't 
based  on  any  binding  contract — so  Ap- 
ple could  walk  away  if  it  chooses. 

But  that  isn't  likely  to  happen  soon, 
argues  Finnie.  SuperMac,  he  notes,  re- 
cently said  it  is  making  new  accesso- 
ries for  Apple's  Macintosh  Duo  Sys- 
tem, including  an  adapter  that  connects 
Apple's  new  PowerBook  system  to 
desktop  Macs.  "The  fact  that  Super- 
Mac  continues  to  provide  Apple  with 
technology  shows  Apple's  high  regard 
for  SuperMac's  expertise,"  says  Finnie. 
SuperMac's  new  products  include  Digi- 
talFilm,  a  video  board  that  provides 
full-screen,  full-motion  video;  ProofPo- 
sitive  printers,  which  produce  full-color 
photo-like  images;  Thunder/24  for  Win- 
dows, a  graphics  accelerator  that 


STRONG  GAINS 
rOR  SUPERMAC 
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marks  SuperMac's  entry  into  the  Win- 
dows market;  and  VideoSpigot  for  Win- 
dows, a  version  of  SuperMac's  Video- 
Spigot  line  that  enables  Macintosh 
users  to  capture  full-motion  video  "in 
real  time"  from  a  video  camera,  VCR, 
or  TV  on  a  hard  disk. 

Another  SuperMac  bull  is  Mike  Mur- 
phy, editor  of  the  California  Technol- 
ogy Stock  Letter.  "SuperMac's  prod- 
ucts are  hot,"  he  says,  adding  that  the 
company's  big  advantage  is  in  profit 
margins.  "While  SuperMac's  costs  are 
relatively  low,  its  products  sell  at  pre- 
mium prices." 


RECOTON:  THE  RIGHT 
CONNECTIONS? 


R 


lecoton,  a  major  marketer  of  con- 
sumer-electronic accessory  prod- 
kucts,  has  weathered  the  reces- 
sion far  better  than  its  peers.  The 
earnings  slump  continued  into  1992  for 
most  of  the  industry,  but  Recoton  has 
been  in  high  gear.  As  a  result,  its  stock 
is  up  from  13  a  share  in  June  to  18.  But 
some  big  investors  are  far  from  con- 
tent. They  believe  the  stock  has  yet  to 
reflect  Recoton's  upbeat  drive. 

"For  a  company  that  has  demon- 
strated tremendous  growth,  Recoton  is 
too  cheap  at  its  current  price,"  says 
Eric  Kuby,  chief  investment  officer  at 
Rodman  Advisory  Services.  In  the 
third  quarter  ended  Sept.  3C,  Recoton, 
a  supplier  of  more  than  1,000  accesso- 
ries for  the  hookup,  maintenance,  and 
enhancement  of  VCRs,  personal  com- 
puters, and  telephones,  posted  a  687f' 
earnings  jump,  to  37$  a  share. 

Kuby  expects  full-year  Recoton 
earnings  of  $1.35  a  share  this  year  and 


$1.50  in  1993,  vs.  last  year's  90$.  I 
on  1993  earnings,  he  says,  the 
deserves  a  price-earnings  ratio  of  : 
a  stock  price  of  22'/2.  In  12  monti 
sees  it  trading  at  a  20  p-e,  which  v 
kick  the  stock  up  to  30. 

Acquisitions  account  for  part  o 
coton's  growth.  Its  biggest  catch  ; 
Ambico,  a  major  distributor  of 
corder  and  video  accessories,  acq 
in  October.  Analyst  William  Jel 
Hamilton  Investments  sees  Ar 
adding  as  much  as  40$  to  his  1992 
mate  of  $1.50.  He  also  expects  bi 
ture  cost  savings  from  an  expansi 
Recoton's  Lake  Mary  (Fla.)  plant 
services  a  growing  list  of  custoi 
including  Casio,  Philips,  and  3M. 


THE  ACTION  AT 
MEDICAL  ACTION 


The  current  aids  crisis  and  w 
ing  fear  of  infectious  disi 
have  been  a  boon  to  Medics 
tion  Industries.  Why?  The  coinpa 
a  major  maker  of  disposable  sur 
related  products,  such  as  open 
room  sponges  and  towels,  as  w( 
gauze  and  burn  dressings.  As  hos; 
and  clinics  increase  their  usage  o 
posable  products,  demand  for  M( 
Action's  wares  will  grow,  says  ar 
Stuart  Linde  of  Fahnestock.  He 
ures  that  Medical  Action  is  now 
the  verge  of  posting  quantum 
and  earnings  growth,"  after  suff 
huge  losses  in  1990  and  1991. 

Earnings  slumped  in  those  ; 
when  the  company's  towel  im 
trom  China  got  squeezed  by  a  di 
change  in  import  quotas.  Chairmai 
('E( )  Joseph  Meringola  acted  quick 
building  a  factory  in  Asheville,  ] 
that  churned  out  Medical  Action's 
products.  It  helped  the  companj 
back  into  the  black.  Linde  sees 
ings  of  25$  a  share  in  fiscal  199^ 
40$  in  fiscal  1994,  up  from  6$  ii 
year  ended  Mar.  31,  1992. 

Part  of  the  demand  for  Medica 
tion's  supplies  comes  from  an  $11 
lion  contract  with  Baxter  Internal 
for  disposable  sponge  products.  ^ 
pers  are  that  Medical  Action  will 
get  a  new  order  of  similar  size 
another  major  medical  company 
Linde  figures  sales  will  jump  tc 
million  in  1994  from  1993's  estin 
$36  million  and  1992's  $27  million. 

Meanwhile,  Medical  Action's  ; 
has  been  on  the  rise,  climbing  fron 
a  share  in  early  October  to  378 
Linde  thinks  that  the  stock  could 
ble  in  a  year. 
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NlNTCOMPOOR 

He  said  he  didn't  get  the  package  Fd  sent  //////.  He  said  I  was  a 
scatter-brained,  spaced-out,  good-for-nodiing,  totally  reckless, 
untrustworthy,  undependable,  unreliable,  absent-minded 
So,  I  put  him  on  hold  and  \   C  ALLE  D 


moron. 


Tliey  told  me  the  package  was  delivered  at  9:22  a.m.  and  his 
secretary,  Joan,  signed  for  it.  He  said  he  meant  'Nincompoop' 
in  a  good  way.^^ 


When  you  need  to  know  exactly  when 
your  package  arrived  and  exactly  who 
signed  for  it,  send  it  with  Federal  Express. 
Because  only  Federal  Express  can  tell  you 
where  your  package  is  within  seconds 
ot'ks  delivery.  Not  days.  Not  hours. 


Our  Most  Important  Package  Is  Yours: 


Secc:)nds.  No  other  company  oilers  such 
a  sophisticated  tracking  system.  Nc:)t  UPS. 
Not  DHL.  Nobociy.  So  next  time  you 
need  to  send  a  package,  senci  it  with 
Federal  Express.  Or  risk  the  chance  of 
really  being  called  a  nincompoop. 


'2  Fcilcr.il  Express  ( inrporatiun 


Right-sizing. 


The  perfect  system 

There  are  trends  and  fashions  even  in 
logical  world  of  IS,  and  right  now  "down-sii 
hot  one.  You  read  ahout  it  all  the  time,  usuall 
panied  by  an  obituary  for  mainframes. 

Needless  to  say,  this  gets  our  attention 
and  not  just  because  we  make  big  systems. 

We  make  systems  of  every  size,  and  ba 
experience  with  real  customers,  we'd  say  tha 
sizing"  is  a  more  useful  term  than  "down-si 
Especially  since  a  number  of  companies  des 
as  down-sizers  not  only  keep  their  mainfran 
use  them  more  actively  than  ever. 


©1992  IBM  Corp  IBM  anO  AS/40Q  arp  fegrstered  Irademarks  ol  IBM  Cof p  ES/9000  and  RISC  Syslem/6000  are  IraJemarks  cri  IBM  Corp 


its  fashionable,  its  what  fits. 

Fo  us,  the  real  challenge  is  choosing  the  right 
nation  of  systems,  not  just  for  running  client/ 
applications  but  for  managing  their  complexii 
3pen,  distributed  environments  can  make 
demands  for  storage,  security  and  network 
;ement — ^jobs  that  mainframes  do  better  than 
ng.  Suddenly  companies  who  never  dreamed 
ling  IBM  ES/9000  "s  will  praise  their  arrival 
•t  because  they're  big,  because  they're  right. 
VIeanwhile,  other  companies  who  chose 
rames  ten  years  ago  may  be  considering  other 
s  like  AS/400*s  or  RISC-based  networks, 


and  we're  helping  them  do  it. 

For  example,  while  Lincoln  National  Life  has 
a  network  of  IBM  RISC  System/6000  "s  for  running 
client/server  applications,  the  University  of  Virginia 
Medical  Center  chose  an  ES/9000  for  developing 
and  processing  medical  record  applications.  For  Royal 
Caribbean  Cruise  Lines,  an  IBM  AS/400  is  just  the 
ticket  for  booking  passengers.  Who's  right?  They  all  are. 

What's  right  for  you?  Call  us,  we  can 
help  you  decide.  Believe  it  —  -— — . 

or  not,  we  aren't  biased  about  sys-    E  ZITZ 
tem  types.  We  make  all  types.         :Ez  JI— T  :E  ~  E: 


nformation  Processin 


■HELLO,  CENTRAL?    OPERATORS  AT  A  MOSCOW  SWITCHBOARD  ATTEMPT  TO  HANDLE  CALLS  IN  A  BACKWARD,  BADLY  FRAGMENTED  PHONE  SY 


WHY  IVAN  CAN'T 
PLACE  A  CALL 


Russia's  hands-off  telecom  policy  is  slowing  up  Western  help 


R 


I  ussia  would  seem  to  be  fertile  soil 
for  suppliers  of  phone  equipment 
and  services.  The  nation's  anti- 
quated phone  network  is  simply  incapa- 
ble of  coordinating  the  efficient  move- 
ment of  money,  goods,  and  people — vital 
fiiiit  steps  in  rebuilding  the  shattered 
Russian  economy.  The  country  has  only 
12  phone  lines  per  100  people,  compared 
with  43  per  100  in  Western  Europe.  Ordi- 
nar\-  Russians  are  on  a  32-year 
waiting  list  for  new  phone  lines. 
Some  360,000  villages  are  with- 
out any  phone  service  at  all.  And 
the  sole  international  phone 
switch  in  Russia's  public  net- 
work can  handle  only  124  simul- 
taneous calls  between  Russia 
and  the  U.  S. 

Yet,  even  though  the  world's 
top  telecommunications  compa- 
nies have  come  to  Russia  in  the 
past  few  years,  there  have  been 
only  small  pockets  of  improve- 
ment. The  biggest  gains  have 
been  in  creating  private-network 
connections  from  downtown 
Moscow  to  the  outside  world. 
For  calls  within  the  sprawling 
nation,  sen-ice  is  as  bad  as  ever. 
And  it  isn't  just  for  lack  of  mon- 


ey. In  a  country  once  famous  for  its 
Five- Year  Plans,  there  is  no  overall,  Rus- 
sia-wide strategy  to  guide  East-West 
partnerships.  Bureaucrats  enforce  oper- 
ating licenses  inconsistently.  Technical 
standards  set  in  Moscow  are  sometimes 
ignored  by  regional  authorities.  And 
there  are  still  few  incentives  to  lure 
Western  investors  to  pump  money  into 
projects  that  will  benefit  the  nation  as  a 


WHO'S  PLUGGING  INTO  RUSSIA 

AT&T/ U.S.  Sells  digital  phone  switches;  plans  to  install  sat- 
ellite earth  stations  in  Moscow,-  funds  Russian  research 

U.S.  WEST/U.S.  Runs  cellular  networks  in  Moscow  and  St. 

Petersburg  with  local  partners.  Plans  to  invest  in  and  oper- 
ate three  international  phone  switches. 

GTE/U.S.  Sovintel  joint  venture  with  San  Francisco/Mos- 
cow Teleport  and  others  lets  Moscow  hotels  and  businesses 
use  satellites  to  bypass  the  regular  network 

ALCATEL/FRANCE  Combellga,  a  joint  venture  of  Alcatel's 
Belgian  unit  and  the  state-owned  Belgian  phone  company, 
also  uses  satellites  for  international  calls 

ITAITEI/ITALY  Builds  and  sells  digital  switches;  invests  in 
Russian  R&D;  has  a  deal  to  install  phone  lines  in  Siberia 


whole — as  opposed  to  quick-fix  pro 
such  as  hooking  hotels  or  oil  rigs  t 
outside  world  via  satellite. 

How  bad  is  it?  The  phone  system 
fragmented  that  a  number  of  We 
companies  find  themselves  yearnin 
good  old  central  planning.  "Decentr 
tion  helps  us  in  striking  deals,  but  il 
hurts  because  there's  no  grand  f 
says  Erik  Jennes,  general  managi 
the  Network  Systems  arm  of  A  me 
Telephone  &  Telegraph  Co.  in  Ri 
Adds  Mn  Communications  Corp.  C 
man  Bert  C.  Roberts  Jr.:  "Eventi 
Russia  is  going  to  have  to  come  t 
conclusion  that  telecom  coordinati 
important  to  its  economic  future.' 
currently  has  more  money  invest* 
New  Zealand  than  in  all  of  Russia. 
MOT  IN  TOUCH.  For  now,  systemwid 
provements  are  scarce,  and  it's  ex( 
atingly  difficult  to  get  any 
done  (box).  Calls  from  Inge 
Rand  Co.'s  Moscow  office  1 
pneumatic-tool  operations 
Nishny  Novgorod,  some 
miles  away,  for  example, 
constant  busy  signals.  Am 
serving  time  for  a  call  requi 
2y2-hour  wait.  So  secret 
mostly  type  messages  and 
them  by  telex  to  a  printer  a 
far  end.  It's  the  same  at  i 
companies.  "You  don't  hav( 
feeling  you  can  be  in  touch 
your  people  in  the  event  c 
emergency,"  says  Russel 
Kloxin,  administrative  mar 
for  Conoco  International  F 
leum,  which  has  installatioi 
Arkhangelsk  in  Russia's  noi 
The  Communications  Mini 
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ving  from  ojjeralor  lo  regulator,  is 
ng  a  largely  hands-off  approach, 
r  task  is  to  work  out  the  strategy 
penetration  and  to  create  the  right 
litions,"  says  Alexei  Alyoshin,  Rus- 
Deputy  Communications  Minister, 
t  that  doesn't  mean  we  have  to  have 
nerete  plan.  It  doesn't  mean  we  are 
g  to  plan  how  many  phones  in  each 
lity.  That  is  the  job  of  the  local 
jns." 

fact,  the  Ministry  seems  to  be  in  a 
lan's-land.  Last  year,  it  spun  off  its 
■national  and  long-distance  arm  into 
mmercialized,  state-owned  company 
d  Intertelecom.  That  left  the  Minis- 
,vith  an  uncertain  mandate,  especial- 
;  its  branches  in  various  regions  be- 
going  their  own  ways.  A  bill 
ling  in  Parliament  would  create  a 
Jatory  body  along  the  lines  of  Amer- 
Federal  Communications  Commis- 
but  it's  unclear  whether  the  Minis- 
vould  become  that  body, 
■ejects  involving  international  ser- 
seem  to  be  the  best  coordinated. 
;  U.  S.  West  Inc.  and  AT&T  are  in- 
ng  in  international  phone  switches 
satellite  stations.  And  Western  tele- 
companies  are  continuing  to  work 
Intertelecom  on  building  the  so- 
d  Trans-Siberian  Line,  which  could 
?day  serve  as  a  modern  telecom 
bone  for  Russia.  The  idea  is  to  con- 
the  nation  with  Europe  in  the  west 
the  Pacific  Rim  nations  in  the  east 
,  combination  of  fiber-optic  cable  and 
owave  relay.  The  project,  started  in 
1980s,  has  been  delayed  by  the 
kup  of  the  Soviet  Union,  Russia's 
gering  inflation,  and  Coordinating 
mittee  on  Multilateral  Export  Con- 
(COCOM)  rules  that  prohibit  Russia 
,  importing  the  latest  generation  of 
-optic  gear.  Still,  the  project  is  go- 
ahead,  with  the  St.  Petersburg-to- 
nark  leg  expected  to  be  operating 
irly  as  next  year. 

it  even  if  the  continental  backbone 
eated,  it  won't  benefit  Russia  much 
ost  Russians  aren't  connected  to  it. 
t's  needed  is  a  strategy  for  wiring 
;'s  called  "the  last  mile,"  the  fingers 
le  networks  that  reach  homes  and 
lesses.  Right  now,  a  few  regions — 
ch  Tyumen  and  diamond-rich  Yaku- 
'or  example — are  making  deals  with 
tern  companies  to  bolster  their  tele- 
networks.  And  AT&T  is  poised  to 
unce  a  deal  to  upgrade  the  network 
major  city.  But  without  established 
nd  rules,  these  new  networks  could 
up  speaking  different  telecom  dia- 
.  And  less  affluent  Russian  local- 
would  be  left  out  in  the  cold. 
Janwhile,  some  former  Soviet  repub- 
that  retained  their  monopoly  phone 
:tures  seem  to  be  getting  along  bet- 
In  Kazakhstan,  AT&T  has  a  deal  to 
ly  a  million  phone  lines.  And  in 


Ukraine,  tlie  government,  AT&T,  and  the 
Dutch  phone  company  will  build,  run, 
and  own  a  $50  million  network  that  will 
let  most  customers  dial  international 
calls  directly.  Says  Ukraine's  Communi- 
cations Minister,  Oleg  P.  Prozhivalsky: 
"Our  approach  is  different  from  Rus- 
sia's. They  are  creating  competition.  In 
Moscow,  people  can  dial  direct  now.  But 
in  other  regions  [of  Russia],  nobody  can. 
Here  we  want  to  give  the  possibility  of 
good  telecommunications  to  everyone." 
QUICK-FIXERS.  That's  not  to  say  that  all 
is  gloom  and  doom  in  Russia — at  least 
not  for  the  Western  operators.  The  list 
of  companies  panning  for  gold  reads  like 
a  who's  who  of  telecommunications  (ta- 
ble). Besides  the  big  players,  there  are 
some  small  ones  that  specialize  in  cut- 
ting red  tape  and  providing  quick-fix  so- 
lutions. New  York-based  Belka  Interna- 
tional Inc.,  through  its  Belcom  operation, 
serves  oil  companies  that  need  to  com- 
municate between  field  operations,  Mos- 


NOTES  FROM 
THE  PHONE 
GULAG 


W 


rOULD  YOU  PLEASE  REPEAT 
THAT'.'"  screams  the  wom- 
an who  has  answered  the 
phone.  "I'M  WRITING  ABOUT  TELECOM- 
MUNICATIONS IN  RUSSIA,"  I  respond. 
"I'LL  CALL  BACK."  I  do  SO.  The  line  is 
better  the  second  time.  After  a  few 
seconds,  though,  I  get  disconnected. 
This  happens  again  on  the  third  try. 
Next  come  nine  tries  and  nine  busy 
signals.  Finally,  I  get  through  and  stay 


cow,  and  the  West.  Among  its  clients: 
Chevron  Corp.  and  White  Nights  Joint 
Enterprise,  which  is  partly  owned  by 
Phibro  Energy  Production  Inc. 

However,  Westerners  proceed  know- 
ing that  their  plans  could  suddenly  be 
undone  by  a  new  law  or  a  rogue  bureau- 
crat. Laments  one  Western  observer: 
"The  further  you  go  from  Moscow,  the 
less  they  are  interested  in  what  the  cen- 
ter thinks."  Without  guidance  from  offi- 
cials, say  investors,  the  race  for  a  piece 
of  the  action  won't  add  up  to  better  con- 
nections for  Russian  consumers  and 
businesses.  "Russian  officials  tend  to 
say  that  they're  following  the  American 
model,"  says  AT&T's  Jennes.  "But  they 
forget  it  took  the  U.  S.  decades  to  build 
a  phone  network."  For  a  nation  that  so 
desperately  needs  good  communication, 
that's  a  daunting  thought. 

By  Deborah  Stead  in  Moscow,  with  Roma 
Ihnatowycz  in  Kiev  and  Peter  Coy  in  New 
York 


on — long  enough  to  learn  that  the  per- 
son I  want  isn't  in.  Could  I  please  try 
calling  again  later? 

No  problem.  In  Russia,  such  epi- 
sodes are  a  routine  part  of  the  working 
day.  The  office  I'm  calling  this  time — 
the  business  consultancy  arm  of  Ernst 
&  Young— is  right  across  town.  As  I 
make  other  calls  in  pursuit  of  my  sto- 
ry, my  own  phone  log  looks  something 
like  this: 


1.  Call  to  Kiev,  Ukraine,  site  of  an 
upcoming  communications  conference. 
I  try  22  times  before  I  get  an  intercity 
dial  tone.  (Though  a  separate  country, 
Ukraine  is  still  reached  by  intercity 
lines.)  When  I  finally  make  the  connec- 
tion, it  isn't  bad,  but  the  person  I  want 
is  in  a  meeting.  The  next  time,  I  get 
the  intercity  dial  tone  on  the  13th  try, 
after  8  busy  signals,  3  dead  silences, 
and  1  unannounced  entry  into  someone 
else's  conversation. 

2.  Call  to  the  American  embassy  in 
Moscow.  The  embassy  has  nine  listed 
numbers.  (The  local  network  can't  han- 
dle "hunting,"  or  assigning  calls  to 
available  lines  through  an  organiza- 
tion's central  number.)  I  dial  eight  of 

them  before  getting  through,  but 
loud  bleeps  begin  to  blot  out  parts 
of  the  conversation.  I  hang  up  and 
dial  all  nine  numbers  several 
times  before  getting  a  line.  This 
takes  15  minutes.  "The  conversa- 
tion then  picks  up  where  it  left 
off,  without  comment. 

3.  Call  to  the  Communications 
Ministry.  My  first  three  tries  yield 
only  static  and  whistling  noises. 
I'm  forced  to  wait  a  while  before 
making  a  fourth  try:  The  phone 
line  has  had  trouble  disengaging 
from  my  previous  failed  attempt. 
Much  picking  up  and  putting  down  of 
the  receiver.  When  the  dial  tone  re- 
turns, I  dial  and  get  whirring  noises. 
Victory  comes  on  the  fifth  try. 

4.  Call  to  the  international  relations 
section  of  the  Russian  Communications 
Ministry.  I  ask  for  the  department 
head.  I  request  an  interview.  He 
agrees.  "But  in  person,"  he  says.  "Not 
on  the  telephone." 

By  Deborah  Stead  in  Moscow 
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COMPUTERS  I 


THAT  'HO,  HO,  HO'  IS  COMING 
FROM  YOUR  lOCAL  PC  SHOP 


Sales  are  booming  as  customers  go  into  reverse  sticker  shock 


The  overall  outlook  for  retail  sales 
this  Christmas  may  be  cautiously 
optimistic,  but  in  personal  comput- 
ers, it's  more  like  ecstatic.  A  combina- 
tion of  low  prices,  new  products,  pent-up 
demand,  and  post-election  consumer  con- 
fidence should  boost  fourth-quarter  ship- 
ments to  4.1  million  units,  up  14',^  from 
1991,  estimates  InfoCorp  (chart).  And  ev- 
erybody is  winning:  Dealers,  retailers, 
and  manufacturers  are  all  expecting 
their  best  December  in  years. 

In  other  words,  the  pain  and  suffering 
of  this  year's  gut-wrenching  price  war 
may  pay  off.  Lower  prices  have  set  off  a 


head  of  consultants  Merrin  Information 
Services  Inc.  Indeed,  the  biggest  com- 
plaint in  the  industry  these  days  is  short- 
ages— of  parts,  of  PCs,  of  everything  but 
customers.  "This  Christmas  is  going  to 
be  excellent,"  says  Safi  Qureshey,  presi- 
dent of  AST  Research  Inc.  in  Irvine, 
Calif.  "We  have  record  backlogs.  We 
can't  meet  demand." 
Ditto  for  Tandy  Corp.'s 
Radio  Shack  stores, 
where  PCs  are  selling 
better  than  they  have  in 
several  years.  "The 
onlv  bad  news  is  we're 


OUT  WITH  A  BANG? 


4.2 


buying  boom  not  only  among  traditional 
corporate  customers  but  also  among 
consumers.  The  bargains,  along  with 
dozens  of  models  geared  to  mass  mer- 
chandisers, are  making  the  home  market 
the  fastest-growing  segment.  Analyst 
Steven  L.  Eskenazi  of  Alex.  Brown  & 
Sons  Inc.  predicts  a  25'  v  increase  in  U.  S. 
P('s  sold  to  home  and  small-office  buyers 
this  year,  to  around  2  million  units,  com- 
pared with  an  overall  industry  increase 
of  only  lO'-;. 

"Everybody's  only  worry  at  this  point 
is  that  they  can't  get  enough  machines 
to  meet  demand,"  savs  Sevmour  Merrin, 


constrained  by  a  shortage  of  parts," 
says  Edward  Juge,  director  of  market- 
ing relations. 

It's  true  that  the  fourth  quarter  is 
always  the  strongest  for  PC  sales, 
thanks  to  corporate  buyers  using  up 
their  equipment  budgets.  But  corporate 
sales  are  getting  an  additional  boost  this 
yearend  because  such  top  brands  as  IBM, 
Compaq,  and  Apple  have  started  push- 
ing lower-priced  machines. 

Business  customers  are  also  in  the 
midst  of  a  major  upgrade  to  PCs  based 
on  Intel  Corp.'s  80486  chip,  which  does  a 
better  job  of  handling  the  massive  pro- 


grams written  for  Microsoft  Win 
An  October  survey  of  corporate  pui 
ing  plans  by  market  researcher  Co 
er  Intelligence  found  that  25^'  pi 
buy  new  computers  within  the 
year,  compared  with  21%  in  Go 
1991.  "That's  the  highest  level 
seen  in  the  last  couple  of  years," 
Computer  Intelligence  analyst  I 
Ness.  And  25'/^  of  prospective  b 
said  they  would  purchase  486-base 
chines,  up  from  just  27<  a  year  ag 
FIRST-TIMERS.  Of  course,  the  plu 
prices  help.  Thanks  to  the  price 
customers  are  going  into  reverse  s 
shock:  They  can't  believe  how  che£ 
are.  A  year  ago,  the  median  price 
top-of-the-line  486DX  was  $4,362,  a 
ing  to  Computer  Intelligence.  This 
ber,  it  was  $1,888.  And  386-based  P( 
now  be  found  for 
tie  as  $500. 

At  these  prices, 
becomes  viable  1 
broader  market, 
CompUS.A  Presider 
than  P.  Morton, 
are  seeing  a  lot 
first-time  custoir 
he  says.  Yet  whil 
prices  might  be  : 
ing    them  into 
stores,  they  aren'' 
essarily  taking 
the  cheapest  m< 
Morton  says  the 
age  selling  price  this  y( 
the  36  CompU.S.-\  supers 
is  $2,150,  up  slightly  fi 
year  ago.  CompUS.\'s 
popular  model  this  yeai 
PC  that  uses  Intel's  25-i 
hertz  80486  chip. 

Compaq  Computer  ( 
which  started  selling  in 
market  chains  such  as  C 
City  and  ComplS.A  onlj 
fall,  says  it's  pleasantlj 
prised  to  find  that  ore 
consumers  are  willin 
spend  a  little  extra  for  a 
paq  over  a  no-brand 
Gian  Carlo  Bisone,  vice- 
dent  for  North  American  marketi 
the  Houston  company,  says  he  is 
ing  from  distributors  who  say  retai 
tomers  who  had  planned  to  spend  5 
on  a  PC  seem  to  be  more  than  willi 
go  up  to  $1,800  or  $2,000  for  extr; 
tures  or  brand-name  reputation.  ". 
visited  some  Computer  City  stores, 
was  very  pleased  to  see  all  sorts  o: 
tomers  carrying  ProLineas  out  in 
shopping  carts,"  he  said.  In  other  w 
Santa  should  be  stuffing  a  lot  of 
new  486  PCs  down  chimneys  this  r 
— as  well  as  through  office  doors. 

Bi'  Catherine  Arnst  in  Neiv 
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D  BY  WILLIAM  D.  MARBACH 


MAKE  A  BETTER  CRYSTAL, 
P  ON  A  RUSSIAN  SPACE  LAB 


Space  laboratories 
liave  long-  been  pro- 
moted as  a  boon  to  sci- 
ence and  business.  The 
near-weightlessness  of 
orbit,  NASA  officials  ar- 
gue, is  ideal  for  such 
tasks  as  processing  ma- 
terials— growing  huge, 
pure  crystals,  for  exam- 
ple. But  payoffs  have 
been  elusive.  After 
studying  experiments 
done  over  the  past  de- 
cade on  U.  S.  space  shut- 
and  the  Russian  space  station  Mir,  Gregory  K.  Farber,  a 
isylvania  State  University  protein  crystallographer,  and 
o-workers  report  in  Notinv  that  only  one-quarter  of  the 
allography  experiments  worked.  And  the  crystals  were 
slightly  larger  and  purer  than  the  ones  grown  down  here, 
e  scientists  believe  it's  still  worth  trying  new  experiments 
ake  crystals  of  substances  that  won't  crystallize  at  all  on 
I.  But  they  suggest  these  tests  should  be  done  on  Russia's 
rather  than  the  $40  billion  U.  S.  space  station  due  to  be 
!hed  later  this  decade.  "Mir  is  already  up  there — and  it 
s,"  says  Farber.  "We  can  save  ourselves  a  lot  of  money." 


lALLY,  FASTER-MOVING  IMAGES 
\  THE  COMPUTER 


mputers  may  be  ferocious  number-crunchers,  but  they 
an't  match  humans  for  eyesight.  The  simple  task  of  spot- 
in  object  in  a  scene  can  take  hours  on  a  powerful  desktop 
ine.  On  Dec.  1,  researchers  at  the  David  Sarnoff  Re- 
h  Center  in  Princeton,  N.  J.,  unveiled  a  system  that  dra- 
;ally  boosts  the  ability  of  computers  to  process  images. 
;  really  marks  the  beginning  of  a  new  era  of  real-time 
uter  vision,"  boasts  Sarnoff  President  James  E.  Carnes. 
e  system — a  combination  of  hardware  and  software — 
IS  the  processing  with  a  simple,  low-resolution  image, 
way,  it  can  home  in  on  key  features — such  as  a  moving 
or  a  person — without  having  to  search  through  millions 
xels.  "The  key  is  to  ignore  extraneous  detail,"  explains 
)ff  Vice-President  Curtis  R.  Carlson.  Sarnoff  researchers 
ion  such  applications  as  reading  X-rays,  providing  sight 
actory-floor  robots,  and  enabling  PCs  to  handle  real-time 
processing.  Sarnoff  has  formed  a  new  company,  Sensar, 
ing  the  technology  to  market. 


IPMAKING'S  FUTURE  MAY  BE 
»ING  ON  A  BEAM  OF  LIGHT 


likling  computer  chips  is  fraught  with  trade-offs.  To 
nake  faster  chips,  engineers  cram  transistors  closer  to- 
T.  But  they're  approaching  the  point  where  circuits  will 
tightly  packed  that  signals  will  interfere  with  each  other, 
ientists  want  to  develop  optoelectronic  chips.  These  will 
:ght  pulses  to  carry  signals — an  advantage  because  light 
s  pass  through  each  other  with  no  interference, 
searchers  first  tried  combining  silicon  switches  with  tiny 


laser  diodes  made  of  gallium  arsenide.  But  the  combination  is 
extremely  difficult  to  manufacture.  Now,  they're  making  star- 
tling breakthroughs  using  a  better  choice:  silicon  and  germani- 
um, a  duo  pioneered  by  IBM.  Last  summer,  Princeton  Universi- 
ty Professor  James  C.  Sturm  made  a  silicon-germanium  device 
that  produced  a  faint  beam  of  light — at  room  temperature,  not 
the  chilly  -238F  temperatures  needed  by  most  similar  diodes. 
And  University  of  Tokyo  scientist  Yasuhiro  Shiraki  recently 
built  a  silicon-germanium  chip  that  emits  a  strong  beam  of 
light  at  room  temperature. 

Shiraki  says  it  will  take  at  least  five  years  to  commercialize 
chips  with  integrated  electronic  and  optical  functions.  But  the 
rewards  could  be  fantastic.  He  envisions  chips  that  are  much 
faster  than  any  on  the  drawing  boards  today. 


ZENITH'S  DIGITAL  SCHEME 
FOR  CABLE  TV 


Digital  technology  promises  to  spark  a  revolution  in  the 
video  world.  The  Federal  Communications  Commission  is 
expected  to  choose  a  new  technical  standard  next  year  that 
will  lead  to  the  supercrisp  pictures  and  CD-quality  sound  of 
digital  high-definition  television.  But  even  before  HDTV  arrives, 
cable  operators  are  seeking  ways  to  boost  capacity  on  cable 
channels.  Zenith  Electronics  Corp.  has  a  scheme  to  increase 
cable  capacity  sharply,  using  a  new  transmission  method  for 
digitally  compressed  standard  TV  and  HDTV. 

Zenith's  new  modulation  method  will  send  16  streams  of 
digital  data  along  a  single  cable  channel.  Depending  on  the 
degree  of  signal  compression,  cable  operators  will  be  able  to 
cram  in  up  to  23  movie  channels,  9  live  video  channels,  or  2 
HDT\'  channels — vs.  1  show  per  channel  today.  Wayne  C.  Lu- 
plow,  Zenith  vice-president  for  research  and  development,  says 
the  company  is  talking  to  cable  operators  and  equipment  mak- 
ers to  gauge  their  interest.  He  figures  the  system  will  be 
ready  for  commercial  rollout  in  about  two  years. 


WORKING  THE  GRAVEYARD  SHIFT? 
GET  A  FEW  HOURS  OF  LIGHT 


For  years,  scientists  at 
the  Laboratory  for 
Circadian  &  Sleep  Disor- 
ders Medicine  of  Har- 
vard University  Medical 
School  have  been  study- 
ing the  effects  of  light 
on  the  human  biological 
clock.  The  research 
shows  that  when  normal 
sleep  routines  are  dis- 
rupted, the  body's  clock 
can  go  haywire,  leaving 
factory  workers  and  oth- 
er swing-shifters  prone 
to  poor  performance  and  accidents.  Both  the  Three  Mile  Island 
and  Chernobyl  accidents,  for  example,  occurred  on  the  grave- 
yard shift.  Now,  lab  director  Charles  A.  Czeisler  and  the 
university  have  patented  a  way  to  reset  the  body's  clock 
forward  or  backward  quickly — using  precisely  controlled  expo- 
sure to  bright  lights. 

To  help  power-plant  workers  adjust  to  night  duty,  for  in- 
stance. Light  Sciences  Inc.  in  Braintree,  Mass.,  which  is  com- 
mercializing the  technology,-  installs  a  computer-controlled 
lighting  system  in  a  plant's  control  room.  The  technique  is  also 
helping  prepare  NASA's  shuttle  astronauts. 
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BIOTECHNOLOGY  I 


A  STORM  IS  BREAKING 
DOWN  ON  THE  FARM 


The  fight  over  gene-spliced  food  is  about  to  explode  as  a  rot-resistant  tomato  goes  on  sale  next  j 


Sometime  next  year,  the  advance 
party  of  the  long--delayed  agricul- 
tural biotech  revolution  will  march 
into  grocery  stores.  It  will  arrive  in 
wooden  carts  packed  with  tomatoes, 
each  bearing  a  sticker  proclaiming  "Mac- 
Gregor — Grown  from  Flavr  Savr  seeds." 
The  product  of  eight  years  and  $20  mil- 
lion in  research  by  Calgene  Inc.  in  Davis, 
Calif.,  MacGregor  tomatoes  have  been 
genetically  engineered  to  retard  rotting: 
They  can  be  picked  riper  and  should  be 
redder  and  better-tasting  than  the  pale, 
picked-green,  and  artificially  ripened  to- 
matoes stores  carry  except  at  harvest- 
time.  If  all  goes  well,  predicts  CEO  Roger 
H.  Salquist,  Calgene  will  be  selling  $500 
million  worth  of  MacGregors  by  the  late 
1990s.  By  then,  they  may  have  cleared  a 
path  for  a  dozen  or  so  other  new  foods. 

If  all  goes  well  is  the  tricky  part.  For 
one  thing,  MacGregors  will  cost  perhaps 
twice  what  their  natural  cousins  do  in 
some  markets  now.  But  more  than  that, 
the  Flavr  Savr  is  touching  off  the  most 
vigorous  food  fight  since  the  one  John 
Belushi  started  in  the  movie  Aui- 
mal  House.  Some  con- 
sumer and  envi- 
ronmental 


activists,  plus  some  growers  and  restau- 
rateurs, view  the  tomato  as  a  flagship 
they  must  sink,  primarily  by  suggesting 
that  its  biotech  origins  make  it  inherent- 
ly unsafe.  There  is  no  evidence  of  any 
health  or  safety  threat  from  the  Flavr 
Savr.  But  well-known  ag  biotech  foe  Jer- 
emy Rifkin  nonetheless  vows  to  "pursue 
this  product  until  it's  dead  in  the  water." 
A  WINDFALL?  Such  talk  alarms  the  indus- 
try, whose  future  is  riding  on  those  to- 
mato carts,  too.  Since  1986,  the  Agricul- 
ture Dept.  has  issued  more  than  300 
permits  for  field  tests  on  genetically  en- 
gineered plants.  All  told,  Monsanto, 
Ciba-Geigy,  and  Du  Pont,  plus  such 
startups  as  Calgene,  dna  Plant  Technol- 
ogy, and  Agritope,  have  invested  more 
than  $1  billion  in  products  that  have  yet 
to  turn  a  penny  of  profit.  On  the  list  are 
a  cornucopia  of  fruits  and  vegetables, 
from  raspberries  to  peas,  with  improved 
shelf  and  shipping  lives;  modified 


crops — such  as  corn,  cotton,  anc 
beans — that  resist  pests  and  di 
and  oils  that  may  be  cheaper  and 
nutritious  and  versatile  than  thos( 
on  the  market. 

If  consumers  like  the  Flavr  Sav 
momentum  it  generates  could  lea( 
windfall:  perhaps  $10  billion  in  a 
sales  of  such  products  by  2000,  an 
say,  vs.  the  $200  million  worth  o; 
food  ag  products,  such  as  biopest 
that  are  on  sale  today.  If  the  b 
bombs,  the  industry  may  wilt.  "I 
are  holding  their  breath,"  says  S 
Dryden,  former  CEO  of  Agrigenetl 
and  now  an  industry  consultant. 

Investors  top  that  list.  When  b 
ignited  in  the  19T0s,  ag  markets 
seen  as  potentially  rich  as  medical 
Gene-splicers  hoped  to  create  new 
improve  the  taste  and  nutrition  c 
pies,  and  fight  world  hunger  (pag( 
James  McCamant,  editor  of  Ag  B 
Stock  Letter,  estimates  that  inv 
bankrolled  ag  startups  with  $50l 
lion,  and  such  giants  as  Monsant 
Pont,  and  Ciba-Geigy 
invested  at 
that 
in 
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jgrt'ss  tias  heeii  slow,  liowever.  It's 
n-  to  geneticiilly  nianipulatt'  plants 
■,till  create  a  food  that's  safe  than  it 
find  novel,  natural  chemicals  in  the 
to  use  as  dru^s.  Federal  fundinf>-  of 
esearch  lags  behind  medical 
ling,  so  companies  had  to  finance 
basic  science.  And  ag  biotech  prod- 
aren't  all  blockbusters:  The  U.  S. 
to-seed  market  is  $20  million,  for 
ice,  while  fresh  tomatoes  command 
llion  at  retail.  One  solution  for  ag 
;h  companies  is  to  contract  with 
ers,  then  sell  the  ■ 

produce,  as  Cal- 

is  doing.  But  that 
res  distribution  and 
eting  savvy,  which 

time  to  build.  To  these 
es  add  public  concern.  Usu- 
"there's  no  question  about  ac- 
nce"  of  a  new  drug,  says  Edward 
ibus,  director  of  regulatory  affairs 
onsanto  Co.'s  Agricultural  Plant 
;es  Div.  "But  in  food,  acceptance  is 

to  take  time."  Until  recently,  in 
^Vashington  has  i^ept  a  tight 
m  ag  biotech  experiments, 
no  small  part,  that  re- 

the  efforts  of  Rifkin,  47, 
lent  of  the  Foundation  on 
)mic  Trends  in  Washing- 
3.  C.  An  activist  by  trade, 
iposes  ag  biotech  on  philo- 

;a!,  religious,  and  scientific   

ds.  He  has  hounded  the  industry, 

lawsuits,  lobbying  Congress  for 
!r  regulations,  and  castigating  bio- 
ompanies  as  profit-seekers  risk- 
ivironmental  mayhem. 
jROUND.  Rifkin  has  been  most  suc- 
il  in  creating  confusion  about  bio- 

Rather  than  address  the 
;  of  individual  products, 
xample,  he  tars  the 
try  with 
•case  scenar 

sked  about  Flavr\  / 

he  segues   to  a 
ag  that  splicing  animal  "g? 
lants,  as  some  companies  are 
,  violates  natural  law,  could 
1  vegetarians  and  Jews  who 
)sher,  and  could  transfer  le- 
illergens  to  new  foods.  Since 
avr  Savr  has  no  animal  genes, 
ifuriates  Salquist,  who  calls  Rif- 
a  slimebag."  Responds  Rifkin: 
lonest,  aboveboard,  and  correct, 
lal  attacks  benefit  no  one." 
:in  has  recently  lost  ground  with 
itors.  In  May,  the  Food  &  Drug 
listration  said  that  it  would  hence- 
treat  genetically  engineered  foods 
1  other  foods  and  not  require  spe- 
5Sting  or  labeling — unless  major 
cations  have  been  made  or  foreign 
have  been  inserted  in  plants.  Then 
ober,  the  Agriculture  Dept.  said  it 

require  only  notification,  not  per- 
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mits,  for  most  fiehl  trials,  since  the  hun- 
dreds so  far  haven't  turned  up  environ- 
mental threats. 

Rifkin  is  still  a  potent  force,  however. 
In  the  1980s,  he  teamed  with  small  dairy 
farmers  to  beat  back  BST,  a  gene- 
spliced  hormone  designed  by  Mon- 
santo,  Ciba-Geigy,   and  others  to 
make  cows  give  more  milk.  The 
farmers  feared  that  BST  would  cause 
milk  surpluses,  leading  to  a  shakeout 
that  only  large  dairies  could  weather. 
When  Rifkin  offered  to  advance  their 
agenda,  they  lent  voice  to  his  safety  ob- 
jections. Some  large  grocers  boy- 
cotted milk  from  B.ST-injected  cattle, 
and  three  states  temporarily  banned 
it.  BST  is  still  on  ice  at  the  fija,  and  its 
prospects  look  grim.  In  late  October, 
in  fact,  Monsanto  took  a  write-down  of 
the  undisclosed  value  of  its  BST  inven- 
tories. In  the  wake  of  all  this,  says  Rob- 
ert T.  Fraley,  Monsanto's  vice-president 
for  plant  science,  "we're  prepared  for 
war"  over  genetically  altered  foods. 
A  BOYCOTT.  Rifkin's  strategy  against 
Flavr  Savr  seems  to  promise  that.  The 
tomato  has  passed  all  safety  tests  and  is 
expected  to  get  a  special  FDA  endorse- 
ment Calgene  requested  even  though  it 
isn't  required.  Even  so,  Rifkin's  "Pure 
Food  Campaign"  is  urging  farmers,  re- 
tailers, shippers,  and  restaurants  to  boy- 
cott the  product,  based  on  a  simple  argu- 
ment: Americans  have  plenty  of  good 
food  available,  so  why  take  chances? 
Even  after  the  product  goes  on  sale,  he 
vows  to  keep  up  his  attacks. 

For  now,  he  has  enlisted  in  his  cam- 
paign 1,500  U.  S.  chefs  from  such 
posh  eateries  as  New  York's  21 
Club  and  Water  Club  and  Los 
Angeles'  Spago.  "The  greatest 
fear  a  restaurateur  has  besides 
a  bad  review  is  somebody  get- 
ting sick,"  says  Joyce  Goldstein, 
owner  and  executive  chef  at  San  Fran- 
cisco's Square  One.   If  scientists  are 
wrong  about  safety,  she  says,  "we're 
in   big   trouble."   California  tomato 
7_/  grower  Joe  Esformes  sees  a  related 
isk:  Consumers  who  don't  trust  biotech 
will  quit  buying  tomatoes,  period,  unless 
gene-spliced  ones  are  clearly  labeled. 
"My  family  has  been  in  this  business  for 
65  years,  and  I'm  not  about  to  crawl  in  a 
test  tube  with  scientists,"  he  says. 

Even  Calgene's  partner  on  the  Flavr 
Savr,  Campbell  Soup  Co.,  is  ultracau- 
tious.  Campbell  funded  original  research 
on  the  tomato.  The  company  still 
retains  marketing  rights  for  fresh 
tomatoes  outside  the  U.  S.  and  pro- 
cessed tomatoes  worldwide.  But 
James  R.  Kirk,  senior  vice- 
president  for  R&D,  says 
Campbell  won't  use  Flavr 
Savrs  unless  they're  first 
popular  with  consumers.  "We 
ire  not  jeopardizing  this  business,"  Kirk 
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adds.  "We  clearly  have  to  show  our- 
selves and  the  consumer  what  the  bene- 
fits are  to  justify  movintr  forward." 

No  wonder  Salquist.  51.  is  running 
flat  out.  He  has  made  more  than  30  trips 
to  \\'ashington  in  the  past  year  to  meet 
with  regulatoi-s.  environmentalists,  and 
the  media.  "The  strategy  from  day  one 
was  to  be  open  with  eventhing."  he 
says.  Salquist  has  pleased  regulators. 


competitoi-s.  and  even  a  few  activist 
groups,  notably  the  Environmental  De- 
fense Fund,  by  doing  extensive  safety 
tests  and  publishing  the  results.  Says 
Robert  Serenbetz.  CEO  of  DXA  Plant 
Technology"  Corp.:  "Calgene's  approach 
has  led  to  definitive,  reasonable  guide- 
lines from  the  FE»A  and  L'SDA." 

Calgene's  true  test  lies  \\ith  consum- 
ers, however.  Most  of  them  rank  toma- 


toes last  in  any  list  of  satisfactoi 
duce.  Mother  Nature's  tomatoes 
'"no  legs" — don't  ship  well — says 
Barnes,  produce  m.anager  for 
Soopers,  a  chain  of  68  Colorado  ] 
ies.  So,  they're  picked  gi-een — m 
really  ripen.  Barnes  thinks  cons 
will  welcome  a  better-tasting  t 
and  Calgene's  market  research  si 
can  command  a  healthy  preraiui 


CAN  BIOTECH  PUT  BREAD  ON  THIRD  WORLD  TABLES? 


What  distinguishes  Florence 
M.  Wambugu  from  the  950 
other  researchei-s  at  Mon- 
santo Co.'s  huge  life-sciences  technol- 
ogy" campus  west  of  St.  Louis  are  the 
plants  crowding  the  climate-conti-olled 
chamber  in  which  she  works.  They 
aren't  the  genetically  altered  sti-ains  of 
corn,  wheat,  or  cotton  the  chemical  gi- 
ant hopes  will  become  blockbuster  ag 
biotech  products.  Instead,  the  Kenyan 
vii-ologist  is  probing  the  viral 
susceptibility"  of  the  sweet 
potato.  It's  a  minor  U.  S. 
crop,  "but  in  countries  like 
Kenya,  it's  a  staple  or  di- 
etary supplement — a  poor 
man's  crop  where  up  to  50' 
is  lost  to  virus."  says  Wam- 
bugu. "When  we  use  bio- 
teclmology"  on  sweet  pota- 
toes, the  improvement  goe.- 
to  poor  people." 

That's  the  promise  and  the 
curee  of  ag  biotech  as  it  ap- 
plies to  the  Third  World.  Ini- 
tially, advocates  trumpeted 
biotech  as  a  tool  to  fight 
hunger.  But  industrial  coun- 
tries do  most  research  on 
their  own  lucrative  cash 
crops.  Staples  of  developing  nations 
get  scant  attention,  because  they  prom- 
ise scant  profit.  Less  than  S275  million 
has  been  spent  on  these  in  the  past 
decade.  And  most  of  it  has  come  from 
public  or  philanthropic  sources. 

Xow.  headway  is  finally  being  made. 
Gene  mapping  is  leading  to  better  rice. 
And  Western  companies,  including 
Monsanto.  Britain's  Imperial  Chemical 
Industries,  and  New  Jei-sey-based  DNA 
Plant  Technology",  have  started  pro- 
grams— funded  in  part  by  internation; ' 
aid  agencies — to  train  scientists  su 
as  Wambugu  in  ag  biotech. 
FEW  GLADIATORS.  The  need  is  clear. 
The  developing  world,  now  70' ^  of 
earth's  population,  will  make  up  90'~'f  in 
a  generation.  The  World  Bank  says 
Thii-d  World  food  production  must  dou- 
ble in  25  years  to  keep  pace,  and  West- 


ern hybrid  crops  and  conventional 
farming  probably  can't  do  the  job 
alone.  Tapping  biotech  to  increase 
yields  or  develop  hardier  crops  could 
mean  the  difference  beuveen  life  or 
death  in  some  poor  nations  by  2015. 

Trouble  is.  most  Third  World  nations 
have  few  biochemists  and  molecular  bi- 
ologists— the  gladiators  of  crop  engi- 
neering. Only  10  Third  World  nations 
have  significant  ag  biotech  programs. 


RESEARCHER  WAMBUGU:  -REAL  SECURITY  ISN'T  WEALTH, 


Industry  won't  fill  the  void.  Most  Third 
World  countries  can't  afford  to  buy 
biotech  products.  And  many  don't  give 
patent  protection  for  Western  gene  dis- 
coveries or  seed  varieties. 

That  makes  philanthropies  and  gov- 
ernment bodies  such  as  the  U.  S.  Agen- 
cy for  International  Development 
(AID)  the  purveyoi-s  of  ag  biotech.  In 
the  past  decade,  the  World  Bank  and 
other  public  agencies  have  invested 
S180  million  in  the  effon.  And  since 
l''^5.  the  Rockefeller  Foundation  has 
,ed  S50  million  more.  As  a  result. 
cLiunti'ies  such  as  China  and  Thailand 
are  making  big  gains  in  techniques 
needed  to  produce  better  rice  strains. 
Biotech  work  on  crops  gi-own  in  Africa 
and  other  tropical  counu-ies  is  still  pal- 
ti-y.  however.  "'You  could  count  the 
number  of  labs  working  on  banana  bio- 


tech on  one  hand."  says  Rocke 
Foundation  Associate  Director 
Toenniessen. 

There's  also  a  lag  in  bringin 
search  to  market.  To  make  that  hi 
faster,  aid  has  given  conti-acts  t 
U.  S.  unit  of  Britain's  ICI  to  de 
insect-resistant  com  for  Indonesi 
to  DXA  Plant  Technology"  to  train 
Rican  and  Indonesian  biotech  c( 
nies  in  high-volume  cloning  of  tr 
crops.  Both  efforts  in 
U.  S.  ti-aining  for  scie 
from  those  countries, 
the  companies  retain  i 
or  royalties  to  any  cor 
•:vd'\  products. 
NO  TIES.  Wambugu  s  i 
•.ear  stint  at  Monsant 
nanced  by  the  com.pan; 
by  AID,  aims  to  prepar 
to  inti-oduce  viral  resis 
:nto  African  sweet  pot 
later  this  decade.  Mons 
which  is  wai\"ing  any  i 
to  sweet  potatoes  that 
from  Wambugu's  work 
expects  her  to  help  ti-ai] 
er  Kenyan  researc 
"This  means  we're  nol 
tied  do\\"n  to  [altering]  s 
potatoes,"  says  Cyins  G.  Xdiritu, 
tor  of  the  Kenya  Agricultural 
search  Institute.  '\\'ambugu's  empl 
Transferring  technology"  is  only 
of  the  solution.  Better  farming  an 
u-ibution  methods — often  lacking  i 
rican  nations — are  needed  to  boosi 
duction  of  food  and  get  it  to  ht 
people.  "Biotech  will  be  an  impo 
tool,  but  it  won't  end  world  hun 
cautions  John  H.  Dodds.  managii 
rector  of  the  Agricultural  Biotecl: 
gy"  for  Sustainable  Producti\"ity"  Pi 
at  Michigan  State  University". 

Still,  for  Wambugu.  any  progrt 
welcome.  "Real  security"  isn't  wej 
she  says,  "it's  food.  Biotechnology 
give  security"  to  poor  farmei"s."  L 
end,  that  may"  be  ag  biotech's 
impoitant  payoff. 

By  James  E.  Ellis  in  St.  j 
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ember,  this  tomato  may  be  better 
1  most  I  can  f^et,"  says  one  San 
icisco  chef,  who  nonetheless  plans  to 
;ott  it.  Salquist  will  try  to  calm  con- 
ers  by  floodin^^  vegetable  counters 

pamphlets  explaining  the  technol- 

"We  want  people  to  know  where 
tomato  comes  from,"  he  says, 
otechnologically  speaking,  its  ori- 

are  simple.  Calgene  scientists  use 
'antisense"  gene,  or  the  mirror  im- 
of  the  gene  that  produces  an  en- 
3  called  polygalacturonase,  or  PG, 
;h  makes  tomatoes  rot.  Inserting 
gene  in  tomatoes  stops  production 
J.  The  modification  has  been  widely 
ied,  and  Agriculture  has  found  no 
jnce  that  Flavr  Savr  could  become  a 
y  weed  or  damage  other  crops.  Nor 

it  show  any  higher  level  of  toxins. 
!ch  attributes  spare  the  Flavr  Savr 
1  the  most  pointed  attacks  on  bio- 
s.  An  experiment  at  DNA  Plant  Tech- 
^•y,  for  example,  inserts  a  flounder 
gene  into  a  tomato  to  let  it  better 
stand  freezing.  Such  a  product  will 
lubtedly  prompt  rigorous  scrutiny 
1  regulators. 

lother  question  about  ag  biotech  is 
■,her  it  fosters  sustainable  agricul- 
as  the  industry  claims — or  doesn't, 
iifkin  and  some  environmentalists 
3nd.  Sustainable  agriculture  seeks 
levelop  planting,  cultivation,  pest 
agement,  and  other  nonchemical 
liques  that  lead  to  environmentally 
•  and  more  efficient  farming.  Bio- 
companies  claim  that  their  products 
in  sync  with  this  goal,  especially 
,s  that  are  genetically  altered  to  re- 
lisease  and  pests. 

M  OR  BUST?  It's  easy  to  see  why 
I's  a  debate,  however.  Monsanto,  for 
iple,  is  working  to  make  canola 
s  tolerant  to  the  company's  own 
I  killer,  Round-Up.  That  would  let 
ers  spray  just  once,  after  the  canola 
its.  Currently,  they  must  spray 
!,  before  and  after  sprouting,  with 
Jifferent  chemicals.  One  herbicide  is 
r  than  two,  and  the  change  would 
farmers  $100  million  in  chemical 
abor  costs,  Monsanto  says.  But  crit- 
ich  as  the  National  Wildlife  Federa- 
argue  that  no  herbicides  are  best — 
hat  Monsanto  is  prolonging  reliance 
lemicals. 

Igene  doesn't  have  to  deal  with 
issues  right  now.  And  William 
lardt,  director  of  the  sustainable  de- 
ment program  at  the  University  of 
ornia  at  Davis,  says  the  Flavr  Savr 
!S  more  sense  as  a  product  than  BST 
In  fact,  much  will  depend  on  how 
imers  like  its  taste.  If  that's  up  to 
then  genetically  transformed  corn, 
oes,  raspberries,  and  peas  may  not 
r  behind. 

Joan  O'C.  Hamilton  in  San 
Cisco,  with  James  E.  Ellis  in  Chicago 


PLANT  A  TREE  WITH  DISTINGUISHED  ROOTS 

Imagine  having  a  noble  red  maple  in  your  yard  descended  from  one  planted  at 
George  Washington's  Mount  Vernon.  Or  the  offspring  of  a  tree  growing  beside 
Henry  David  Thoreau's  Walden  Pond. 

Now,  through  one  of  America's  leading  conservation  groups,  you  can  enjoy  the 
shade  and  beauty  of  trees  authentically  associated  with  some  of  America's  most 
famous  historical  figures  and  sites. 

Seeds  from  trees  at  the  homes  of  American  presidents,  inventors  and  literary  fig- 
ures, and  at  Revolutionary  and  Civil  War  batdefields,  have  been  collected  and 
germinated  for  planting  at  America's  Historic  Forest  and  in  Historic  Groves 
throughout  the  nation.  A  limited  number  of  these  trees  are  now  available  to  individ- 
uals, as  well. 

Each  Famous  &  Historic  Tree  comes  with  a  photodegradable  growing  tube, 
planting  instructions  and  personalized  Certificate  of  Authenticity  describing  its  his- 
toric lineage.  Saplings  are  well-established,  averaging  27"  in  height,  and 
replacement  is  guaranteed  if  they  fail  to  grow.  Individual  trees  are  priced  at  only 
$35  or  less,  plus  shipping. 

Famous  &  Historic  Trees  is  a  project  of  American  Forests,  the  nation's  oldest 
nonprofit  citizens'  conservation  group.  More  than  one  third  of  each  dollar  from  the 
sale  of  these  trees  goes  to  support  Global  ReLeaf  tree  planting  and  education  pro- 
jects and  to  preserve  the  historic  homes  and  lands  from  which  the  seeds  came. 


To  order,  write  Famous  &  Historic  Trees, 

P.O.  Box  7040,  Jacksonville,  Florida,  32238-7040 

or  call  904-765-0727. 


A  project  of  American  Forests,  America's  oldest  nonprofit  citizens'conservation  organization. 
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A  MESSAGE  FOR 
BUSINESS  WEEK 
SUBSCRIBERS 

We  make  it  our  mission  here  at  Business  Week  to  provide 
an  editorial  product  that  offers  business  news  and  devel- 
opments deHvercd  in  an  insightful  and  timely  fashion. 
We  strive  to  find  ways  to  help  you  excel  in  your  business 
and  personal  pursuits. 

It  is  in  that  regard  that  we  sometimes  make  names  and 
addresses  of  our  subscribers  available  to  companies  with 
quality  products  and  services  of  interest.  All  prospective 
customers  for  the  Business  Week  subscriber  list  are  care- 
fully screened  and  their  offers  examined  for  suitability. 
While  we  consider  the  information  and  offers  contained 
in  these  mailings  of  use  and  benefit  to  our  subscribers, 
we  are  aware  that  some  readers  may  not  wish  to  receive 
them.  If  you  prefer  not  to  receive  mail  as  a  result  of  being 
a  subscriber  to  Business  Week,  contact  us  and  we  will 
gladly  accommodate  your  request.  If  writing,  please 
enclose  a  current  subscriber  address  label  and  mail  to: 

Business  Week 
1221  Avenue  of  the  Americas, 
New  York,  NY  10020, 
Attn:  Subscriber  Services. 
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o\\.  l)uviiig  a  hot  new  svstem  from  the  IBM 
PS/\aluePoint     line  is  as  easv  as  picking  up 
the  phone.  Its  the  quick,  direct  \sav  to  order  a  new 
ThinkPadi  '  other  portai»Ie  computers,  and  IBM 
personal  printers,  too. 

Simpiv  call  us  9  a.m.  to  5  p.m..  anv  business 
da\.  Most  orders  will  be  >hij:)ped  w  ithin  48  hours. 


PS/\aluePoint  computers  are  inexpensive 
deliver  true  IBM  qualitv.  So  now  vou  can  spend 
without  settling  for  less. 

Each  PS/\aluePoint  svstem  is  engineered 
and  tested  to  meet  not  onlv  industiv  standards, 
also  rigorous  IBM  standards  for  performance  ai 
reliabilitv. 
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SI  ,629*  80MB 
SI  .849*  170MB 


386SLC/25  MHz 

i"CMB  ""ard  drive 
4M3  RAM 


PSA/aluePoint  6312-SVGA 


5  slots,  5  bays  &  mouse 


DOS  5.0  pre-installed 
S1,599* 
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PSAauePoint 


The  PS/\aluePoint  line  features  a  rantre 

16  to  486  processors.  81)  to  ITOMB  hard  drhes 

standard  2  to  8MB  RAM.  And  each  system 

sily  expandahle  and  ready  to  network.  So  it 

s  your  costs  dow  n  and  protects  the  investments 

e  abeady  made. 

Plus,  every  PS/ValuePoint  comes  w ith  IBM 


Help^are!'"  our  comprehensi\e  ser\  ice  and  support 
plan  thats  unmatched  in  tlie  industry. 

\i)  j)ut  a  \  erv  affordable  PS/\aluePoint  to  work 

lor  vour  business,  call  today.    

Or  visit  vour  IBM  authorized    "3"  _ 

dealer  (dealer  prices,  terms        ^    _       — — — 

and  offerings  ma\  \  ary).  I^Z  ^^—^  ^  T  Z 


WO  new  lines. 


LE  GRAND 

Litenme  Mechanical  \Varrant\- 

St.PaulBook 

Minneapolis  •  Edina  ■  Eden  Prairie 
St.  Paul  ■  Arden  Hills  -  Eau  Claire 

or  call  1-800-556-7554 


LABOR  POLICY  I 


GUARDED  SMILES 
AT  THE  UNION  HALL 


Under  Clinton,  management's  gains  of  the  '80s  are  at  risk 


Through  12  years  of  Republican 
rule,  Corporate  America  has  large- 
ly had  its  way  on  a  wide  range  of 
labor  and  workplace  issues.  But  now, 
that's  about  to  change.  President-elect 
Bill  Clinton  is  likely  to  adopt  positions 
that  employers  have  resisted  on  every- 
thing from  family  leave  to  the  perma- 
nent replacement  of  strikers.  Most  ob- 
servers expect  management  to  keep  the 
upper  hand  in  dealings  with  employees. 
Still,  many  employers  could  face  tougher 
bargaining  over  new  labor  contracts. 
They're  also  likely  to 
find  that  govern- 
ment agencies  will 
enforce  labor,  health, 
and  safety  laws 
more  vigorously.  In 
the  long  term,  the 
biggest  change  could 
well  come  from  Clin- 
ton's pledge  to  forge 
a  European-style 
partnership  among 
business,  labor,  and 
government. 

One  area  affected 
first  by  the  change 
in  Administrations  is 
likely  to  be  bargain- 
ing. Many  companies 
expect  Congress  to 
pass  ley-islation  ban- 


again  and  which  still  insists  on  t 
mands  that  it  failed  to  get  in  ti 
month  walkout.  "Another  strike  ^ 
a  hell  of  a  lot  easier"  to  sustain 
bill  passes,  says  John  Paul  Yarb; 
president  of  U.A.W  Local  145,  which 
sents  Cat  workers  in  Aurora,  111. 

Indeed,  a  ban  on  permanent  n 
ments  might  bring  the  first  big  in 
in  strikes  since  the  1970s.  Union 
bers'  growing  fear  of  being  re 
was  one  reason  that  work  stoppaj 
volving  1,000  or  more  workers  fell 


WHAT  TO 
EXPECT 
FROM 
CLINTON 
ON  LABOR 
POLia 


Congress  may  pass 
and  Clinton  will, 
sign  a  bill-Bush  op- 
posed banning  per- 
manent replace- 
ments in  strikes.  THis 
would  strengthen 
many  unions'  borr 
gaining  clout  - 


ning  permanent  replacements  in  strikes, 
despite  an  anticipated  filibuster  by  Sen- 
ate Republicans.  The  bill  has  strong  sup- 
port in  Congress  and  was  only  narrowly 
defeated  in  the  Senate  in  October.  It 
would  end  a  practice  whose  legality  the 
Supreme  Court  affirmed  back  in  1938 — 
despite  its  apparent  conflict  with  the  na- 
tion's basic  labor  law. 
MORE  STRIKES?  Global  competition  will 
continue  to  prompt  companies  to  demand 
and  win  wage  restraint.  But  if  it  be- 
comes illegal  to  replace  strikers  perma- 
nently, employers  won't  be  able  to  carry 
the  day  as  easily  as  Caterpillar  Inc.  did 
last  spring,  when  the  United  Auto  Work- 
ers crumbled  in  the  face  of  a  threat  to 
hire  permanent  replacements.  In  fact. 
Caterpillar  may  be  among  the  first  to  be 
affected.  It  recently  imposed  a  new  con- 
tract on  the  UAW,  which  is  free  to  strike 


187  in  1980  to  40  last  year.  As  wa 
decreased,  union  pay-and-benei 
creases  lagged  behind  nonunion  or 
most  of  the  decade. 

That  has  already  begun  to  cl 
Swift  factory  productivity  growth 
past  decade  has  enabled  union  mei 
who  disproportionately  work  in 
facturing,  to  pull  ahead  of  noi 
workers  for  the  first  time  since 
Last  year,  wages  and  benefits  rosi 
for  union  members,  vs.  4.3''  foi 
union  workers,  according  to  the  B 
of  Labor  Statistics.  The  gap  has  wi 
this  year:  Union  compensation  cl 
4.67<  in  the  12  months  ended  in  S( 
her,  vs.  3.19'  for  nonunion  compens 
And  if  the  economy  picks  up,  a  re 
ment  ban  could  spur  this  trend, 
striker-replacement  law  would  cei 
give  labor  more  leverage,"  says 
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ollowuy,  vice-president  for  human 
rces  at  NCR  Corp. 

iton  is  likely  to  change  the  balance 
wer  on  other  workplace  issues,  too 
).  Some  emi)loyers  say  they  expect 
jpointees  to  toughen  up  health  and 
!  agencies.  They  also  anticipate  a 

aggressive  National  Labor  Rela- 
Board  (NLKB),  which  enforces  labor 
and  which  has  been  dominated  by 
inagement  Republicans  since  1981. 
5  could  make  it  harder  for  employ- 
I  fend  off  union  organizing  drives, 
few  experts  believe  that  labor  will 
58  its  slide.  In  the  1970s,  unions 
ted  some  7,000  representation  elec- 
a  year.  That  figure  dropped  by  half 
!  1980s.  Given  the  willingness  of 
mies  to  ship  jobs  overseas,  it's  un- 
to rise  much,  even  in  a  new  politi- 
mate.  "I  don't  think  labor  will  rep- 
;  a  larger  share  [than  its  current 
)f  the  private-sector  work  force  by 

says  Daniel  J.  B.  Mitchell,  a  labor 
mist  at  the  University  of  California 
5  Angeles. 

lagement  resistance  to  unions  may 
the  biggest  challenge  from  Clin- 


jromised  high-skills  strategy.  The 
ent-elect  campaigned  on  the  idea 
ampanies  must  become  more  com- 
e  by  boosting  worker  skills  and 
y^ing  concepts  such  as  teams  and 
r  empowerment. 

nake  that  happen,  Clinton  has  said 
le  U.  S.  should  emulate  the  Euro- 
;ystem,  which  involves  a  partner- 
mong  business,  labor,  and  govern- 
As  a  model,  he  frequently  cites 
my,  whose  training  and  apprentice 
IS  are  widely  admired.  Adopting  a 
•  approach  in  the  U.  S.  would  give 
zed  labor  an  opening  to  sell  itself 
key  partner  with  management. 
)n's  high-wage  strategy  may  be  a 
c  opportunity  for  unions,"  says 
[arshall,  formerly  Jimmy  Carter's 
Secretary  and  now  a  Clinton  ad- 
.nd  leading  theorist  on  the  subject. 


Still,  it's  unclear  just  how  far  Clinton 
wants  to  go  down  the  European  path. 
Organized  labor  plays  a  central  role  in 
Germany,  which  has  several  laws  man- 
dating elected  worker  bodies  called 
works  councils.  The  councils  have  seats 
on  company  boards  and  significant  input 
in  corporate  decision-making.  Marshall 
and  others  close  to  Clinton  argue  that 
such  cooperation  should  occur  in  the 
U.  S.  But  most  American  companies  be- 
lieve unions  are  unnecessary  for  high- 
performance  systems.  "Our  teams  work 
well  with  unions,  but  they  work  well 
without  them,  too,"  says  the  labor  rela- 
tions vice-president  of  a  major  oil  compa- 
ny. "To  have  good  employee  relations, 
you  don't  need  a  union  in  between." 
NO  SURE  BET.  In  any  case,  many  unions 
are  skeptical  of  cooperative  labor  sys- 
tems. Some  believe  management  uses 
them  to  avoid  unions — or  to  co-opt  union 
members.  Unions  also  worry  that  pursu- 
ing cooperation  may  force  them  to  down- 
play demands  for  labor  law  changes, 
which  Congress  narrowly  defeated  in 
1978.  Those  would,  for  example,  allow 
workers  to  form  unions  simply  by  sign- 
ing cards  saying 
they  want  one.  The 
AFI^CIO  is  loath  to 
deemphasize  such 
changes  for  coopera- 
tive plans,  which 
some  of  its  88  mem- 
ber unions  don't 
trust  anyway.  "This 
is  a  part  of  the  de- 
bate that  we  are  hav- 
ing right  now — 
which  way  to  go  on 
this  issue"  says 
Thomas  R.  Donahue, 
the  AFI^CIO's  secre- 
tary-treasurer. 

Clinton  advisers 
say  one  way  to  cir- 
cumvent the  resis- 
tance might  be  with 
a  national  commission  formed  to  look  at 
how  to  spur  a  high-skills  strategy.  It 
also  might  examine  how  unions  fit  into 
this  idea.  "Clinton  has  talked  a  lot  about 
breaking  down  the  Berlin  Wall  between 
labor  and  management,"  says  Derek  N. 
Shearer,  a  public  policy  professor  at 
Occidental  College  who  heads  the  la- 
bor-economics group  on  Clinton's  tran- 
sition team.  "We're  going  to  give  him 
several  options  on  how  to  start  doing 
that." 

Clinton  has  said  repeatedly  that  he's 
not  a  traditional  Democrat  who  caters  to 
special  interests.  So  he  is  unlikely  to 
grant  unions  most  of  their  demands.  But 
if  he  can  forge  the  business-labor  part- 
nership he  has  talked  about,  it  could  al- 
ter labor  relations  as  much  as  anything 
a  more  traditional  Democrat  might  do. 

By  Aaron  Bernstein  in  New  York 
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Without  Black, 
it  would  all  be  flat. 


1991  SCHIEFFELIN  &  SOMERSET  CO.  NV.  NY  JOHNNIE  WALKEH  '  BLACK  LAflEi- 

BLENDED  SCOTCH  WHISKY  40%  Ale  Vol  (80') 


1992  J  P  Morgan  &  Co.  Incorporated 


You've  just  come 
into  a  sizeable 
siun  of  money. 
You  know  what 
to  do  first. 
But  what  do  you 
do  second? 


:quisition  of  wealth  can  be  a  euphoric  experience.  Managing  it  is  another  matter.  The 
t  point  at  which  to  talk  with  a  J.P  Morgan  private  l)anking  advisor.  About  l)uihHng 
reserving  your  assets  creatively.  Globally.  And  by  working  closely  with  a  Morgan  team 
ilysts  and  financial  strategists,  prudently.  The  way  we  see  it,  coming  into  money 
56  for  celebration.  Starting  an  enduring  financial  partnership  should  be,  too.  If  you 
assets  of  $5  million  or  more,  call  Richard  B.  Jones,  TT^l%/f^^»^ 
)rgan  California,  at  (213)  489-9354.  Private  Banking   J  iVlOl 


Vilmington.  Del  .  Palm  Beach,  Los  Angeles,  San  Francisco,  Brussels,  Franklun,  London.  Madrid,  Milan,  Nassau,  Pans.  Geneva.  Zurich,  Hong  Kong.  Singapore.  Tokyo 


It's  not  just  an  award. 
It's  a  way  of  life. 

AT&T  Network  Systems'  Transmission  Business  Unit  has  just  won  the 
1992  Malcolm  Baldrige  National  Quality  Award.  Given  annually  since  1988 
by  the  U.S.  Department  of  Commerce,  the  Baldrige  is  the  nation's  highest  award 
for  quality  management  and  achievement  in  American  business. 
This  distinction  makes  us  proud  of  our  outstanding  people  who  contributed  so  much. 
Our  advanced  digital  systems  create  the  highways  that  transport  voice,  data  and 
video  over  the  most  reliable  networks  in  the  world.  Winning  the  Baldrige  is 
one  result  of  the  total  quality  approach  started  by  the  Transmission  Business 
Unit  in  1989.  We  view  this  recognition  as  the  latest  milestone  in  our  continuing 
efforts  to  offer  the  finest  products,  most  advanced  technologies,  and 


most  helpful  service  to  our  customers.  We  feel  good  about  meeting  ^^^m  Nationa 
r  ■       1  ,  Quality 
the  requirements  or  the  Baldrige  examiners.  But  our  real  goal  is      ^mmm ^-Axdi 


to  exceed  our  customers'  expectations  and  requirements.     ^m^m  1992 
Because  to  us,  they're  the  judges  who  really  count.        ^^^^  Winner 


Malcolm  Baldrii 


AT&T 

Network  Systems 


To  learn  more  about  the  Malcolm  Baldrige  National  Quality  Award,  call  the  AT&T  Baldrige  Hotline:  1  800  682-7759 
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Hewlett  -Packard 
Tektroniv  Inc. 
Walt  L^isney  C'o. 
Paramount 

Communications  Iti' 
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Freddie  Mac 
Transa}nerica  Corp. 
American  Gener.d 
Merrill  Lynch 
MBNA  Corp. 
Salomon  Inc. 
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Heres  the  list  of 
companies  S&P 
recommends  for 
long-term  growth. 

Abbott  Labs 
H^R  Block 
Bristol-Myers  Squibb 
ConAgra 
CSX 

Emerson  Electric 

Freddie  Mac 

General  Electric 

IBM 

Merck 
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Sara  Lee 
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Heres  the  list  of 
S&P's  recommended 
companies  that  have 
gone  pubhc  in  the 
last  4  years. 
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To  make  the  S&P  SCO.  a  company  has  to  meet  some  toLi;4li  requirements. 
S&Ps  Supervised  Master  List  ot  Recommended  Issues  is  even  more  selecti\-e.  w  ith 
exacting  standards  for  earnings,  dividends  and  growth.  Freddie  Mac  is  the  only 
company  to  earn  a  spot  on  both  lists  only  tour  years  after  going  public.  Our  record 
of  success  enables  us  to  make  mortgage  financing  more  available  and  affordable  for 
I  in  8  American  homes.  And  that's  another  success  story  we're  proud  of 

Freddie  Mac.  8200  K>nes  Branch  Drive.  Mail  Stop  4OS.  McLean.  VA  22102 
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Freddie  Mac 

THE  IDEA  BEHIND  ONE  IN  EIGHT  AMERICAN  HOMES. 
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£(i  The  Supervised  Master  List  of  Recommended  Issues  is  contained  in  S&P's  publication, 

fJi\  IThe  Qgtlook."  All  S&P" listings  are  correct  as  of  11/1/92.  "S&P,"  "S&P  500"  and  "The  Outlook" 
.?£jr.5  .    lis     are  registered  trademarks  of  standards  Poor's  Corporation.  ©  Freddie  Mac  1992. 


T 


usiness 


wo  yeai's  at(().  Ti'acy 
Smith  laced  a  dilemma. 
She  wanted  to  take  a 
management  joli  at  Homer 
Electric,  a  utility  in  tiny 
Homer,  Alaska.  I>ut  she  also 
wanted  to  KtH  an  MliA,  and 
Homer  is  five  hours  from  the 
neare.st  university. 

The  Mind  Extension  Uni- 
versity came  to  Smith's  res- 
cue. It's  one  of  several  out- 
fits that  (jffer  long-distance 
learning  via  personal  comput- 
er, satellite,  or  videocassette 
for  liusy  adults  who  want  to 
enhance  their  academic  cre- 
dentials. Homer  Electric- 
picked  up  two-thirds  of  the 
$10,750  cost  for  tuition  and 
lujoks.  And  for  two  years. 
Smith  spent  every  sjiare 
moment  cracking  the 
books  and  reviewing 
weekly  videotapes  of  class- 
room discussions  at  Colo- 
rado State  University.  In 
May,  she  grarluated  with 
the  re.st  of  her  class  on 
the  Fort  Collins  campus. 
"The  only  other  option 
was  to  move  and  ipiit 
my  jolj,"  Smith  says. 

With  VCKs  and  PCs 
now  in  most  modern 
households,  more  people 
are  going  for  a  high-tech 
education.  Jeff  Sun,  flirector 
of  the  National  Distance 
Learning  Center,  a  federal 
clearinghouse  (502  68(>455(il, 
estimates  that  25,000  people 
nationwide  are  taking  such 
college  and  postgraduate 
classes  and  that  the  number 
may  be  I'ising  20%  a  year. 
CABLE  u.  Mind  Extension  Uni- 
versity, launched  in  1987  by 
Jones  International,  an  Engle- 
wood  (Colo.)  telecommu- 
nications company,  is 
one  of  the  biggest  dis- 
tance-education provid- 
ers. Through  cable  TV, 
satellite  technolf)gy,  com- 
puter modems,  and 
phone  calls,  its  accred- 
ited college  and  gi'adu- 
ate  degree  progi'ams  are 
available  to  more  than 
18  million  households.  In 
addition  to  the  MBA  pro- 
gram from  Colorado 
State,  it  offers  a  mas- 
ter's in  education  and 
human  development 
from  George  Washing- 
ton University  in  Wash- 


Ediication 


A  COLLEGE  DEGREE— 
VIA  YOUR  PC  AND  VCR 


ington,  I).  C,  costing  $8,270. 

Many  of  the  long-distance 
courses,  which  typically  re- 
quire 20  hours  of  study  a 
week,  are  tailored  for  working 
professionals.  Classes  at 
the  University  of  .^^J 
Phoenix,  for- 


l!)7(i,  offers  long-distance  mas- 
ter's degree  progi-ams  in  edu- 
cation, nursing,  Inisiness,  anfl 
organizational  management. 

The  University  of 
Phoenix  gives 
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instance,  are  taught  by  part- 
time  faculty  members  recruit- 
ed fi'om  such  companies  as  In- 
tel. Allied-Signal  Aerospace, 
and  Honeywell.  The  univer- 
sity, which  was  founded  in 


you  two  ways  to  receive 
coui"ses.  Instructors  can  down- 
load each  week's  lecture  for 
students  to  retrieve  l)y  mo- 
dem, and  thev  can  interact 


1      A  GUIDE  TO  DISTANCE  LEARNING  PROGRAMS  | 

Progrom/Phone  number 

DesatplioR 

BOISE  STATE  UNIVERSITY 
800  824-7017;  208  385-1312 

Offers  MS  in  instructional  and 
performance  tecfinology 

CITY  UNIVERSITY,  BELLEVUE,  WASH. 
800  422-4898;  206  624-1688 

Awards  various  master's  degrees  in 
business  and  public  administration 

MIND  EXTENSION  UNIVERSITY 
800777-MINO 

Arranges  MBA  from  Colorado  State; 
master's  in  education  from  GWU 

NATIONAL  TECHNOLOGICAL 
UNIVERSITY  303495-6400 

Offers  variety  of  master's  degrees  in 
technological  studies 

ROCHESTER  INSTITUTE  OF  TECHN. 
800  CALL-RIT;  716  475-6543 

Videotape  instruction  for  two  MS 
degrees  relating  to  software  tecfinology 

UNIVERSITY  OF  MASSACHUSETTS 

AT  AMHERST  413  545-0063 

Delivers  botfi  MS  and  PfiD  courses 
in  electrical  and  computer  engineering 

1                                          uam  1 

with  students  by  p 
times  a  week.  The  otl 
tion  involves  teleconfei 
and  electronic  gadgel 
link  professors  with  st 
who  gather  in  groups 
tant  sites.  Students  fa 
jjapers  and  exams  t( 
lu'ofes.sors.  Tuition  f 
jn-ograms,  which  ty 
take  two  years  to  coi 
ranges  fi'om  $6,3(X)  to  ! 
depending  on  the  coi 
study  and  student's  Id 
The  National  Techn( 
University,  based  i 
Collins,  offers  11 
programs  tailored  1 
cialties  such  as  en 
ing  and  hazardous 
management.  The 
transmits  classes  by  s 
through  digitally  comj 
video,  which  must 
scraml)led  by  specia 
that  subscribers  cai 
lease,  or  rent.  Indi' 
can't  sign  up  them 
They  must  enroll  t 
their  employers. 
GREATEST  HITS.  Al 
graduates  receive 
diploma,  the  vide 
classes  come  fr 
campuses,  includii 
ton  University,  Rer 
Polytechnic,  and  Co 
Professors  and  st 
communicate  by  pho 
fax.  An  NTl'  master's  g 
price  tag  of  about  $14,( 
takes  between  two  ani 
years  to  complete. 

In  most  cases  .so  fa 
nesses  have  been  the 
force  behind  the  develi 
of  flistance  learning  c 
They  invest  in  and  oft 
tuition  for  such  i)rogi- 
part  of  employee 
ing.  That's  why 
arts  offerings  ai 
common  than  te 
courses  that  cai 
ciuick  application 
job. 

But  distance  k 
curricula  may 
Eventually  sch(X)h 
offer  art  history  c 
as  well  as  MBA 
nf)w,  though,  if  yo 
to  i)oost  your  pn 
i)y  getting  an  ad 
degree  in  your 
.specialty,  distance 
ing  is  a  good  wai 
so.     Christina  Di 


PERSONA 


advertiscnicnt 


When  Tis  the  Season  to  be  Jolly 


r  t's  that  time  oF 

year  again. 

Dig  out  last 
.year's  holiday 
ft  list  from  the 
ck  of  the  com- 
iter  disc  file, 
d  give  it  a 
ick  update.  'Tis 
s  season  when 
:  must  decide 
lich  of  our 
stomers  and 
ents  should 
;eive  presents. 
As  we  begin 
ese  delibera- 
ins,  a  shadow 
doubt  lurks  in 
2  mind.  Is  all 
s  hoopla  dur- 
f  the  holidays 
illy  necessary? 
ving  presents 
business  asso- 
tes  is  a  vener- 
d  custom,  but 
es  it  serve  a 
ictical  purpose? 
Recent  studies 
ticate  that  these 
;  widespread 
icerns.  Of  the 
imated  64%  of 
S.  companies 
'ing  business 
ts,  less  than 
f  of  them  (only 
Yo)  express  any 
tainty  that  the 
ictice  helps 
ild  their  busi- 
;s.  Considering 

fact  that  these 
ns  spend  more 

n  $1.5  billion  ■ 
mally  on  gifts, 

eems  they  might  want  some  proof 
t  their  investment  is  paying  off. 
Now  at  last  an  e.xpert  has  concrete 
dence  to  offer  in  favor  of  giving  gifts 
business  clients.  Dr.  Richard  F. 
tramini,  associate  professor  of  mar- 
ing  at  Arizona  State  University, 


Yes 


,  There  Really  Is  A  Santa  Claus 

Tu  send  Cndiva.  call  l-SOO-643-1579. 

GODIVA 


conducted  field  experiments  in  which 
half  of  his  1,500  subjects  received  busi- 
ness gifts  and  the  others  did  not 
(reported  in  the  JoiininI  of  the  Academy 
of  Marketing  Science,  Winter  1992).  His 
findings  show  that  giving  a  business 
gift  actually  does  help  to  cement  a  rela- 


tionship with  a 
client  and  create  a 
favorable  atmo- 
sphere  for  future 
discussions. 

That  doesn't 
mean  that  gifts 
work  magic.  For 
instance,  the  tests 
indicate  that  giv- 
ing business  gifts 
can't  make  over  a 
corporate  image. 
The  customer's 
preconceived 
ideas  about  lead- 
ership in  a  given 
market  or  the 
competitiveness 
ot  a  product  line 
aren't  changed 
by  the  arrival  of 
a  present.  Also, 
Beltramini  warns 
that  gifts  do  not 
prove  very  effec- 
tive in  increasing 
business. 

On  the  prof- 
itable side,  gifts 
do  appear  to  give 
clients  an  incen- 
tive nfjt  to  use 
one's  competi- 
tors. Also,  cus- 
tomer evaluations 
ot  the  gift-giver 
generally  become 
more  positive. 
Those  two  advan- 
tages can  give  a 
sales  staff  a  valu- 
able edge. 

"In  this  sense, 
business  gifts  evi- 
dence an  ability 
to  work  in  con- 
cert with  the  (jther  elements  of  an 
organization's  marketing  communica- 
tions program,"  Beltramini  says.  So, 
back  to  the  gift  list,  and  the  very  jolly 
rewards — both  practical  and  emotion- 
al— that  can  come  during  the  holidays 
from  the  simple  act  of  giving.  £»• 


Incandescent  parrots 


Pinl<  dolphins 


And  half  the  medicine  known  to  man 


This  IS  the  ram  forest 


Every  second  another  acre  of  ram  forest  is  destroyed  forever  World  Wildlife  Fund  needs  your 
World  Wildlife  Fund  Ram  Forest  Rescue  Campaisn 
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Commentary/by  Peter  Hong 


IT'S  TIME  FOR  THE  FEDS  TO  STEP  INTO  THE  RING 


i  llhough  no  one  will  ever  ron- 
^  fuse  it  with  ci'o<iuet,  profession- 
Aal  boxing  seems  to  have  made 
t  strides  since  1962,  when  the  late 
»s  Kefauver  launched  a  Senate 
le  of  a  sport  he  called  "infested  by 
;eteers  and  hoodlums."  Some  of 
ng's  more  sordid  figures  are  out  of 
picture.  Convicted  rapist  Mike  Ty- 
whose  quick  hands  made  him  a 
t  heavyweight  in  the  ring  and  a 
/  role  model  outside  it,  is  sit- 
in  jail.  And  his  manager  and 
loter,  Don  King,  hasn't  been 
d  from  in  a  while.  Riddick 
e,  the  new  undisputed  heavy- 
ht  champ,  seems  as  squeaky- 
1  as  a  new  pair  of  gloves, 
it  don't  be  sucker-punched, 
ng  remains  stuck  in  a  Run- 
sque  time  warp.  Just  as  they 
n  the  days  of  the  Kefauver 
mittee,  the  states  still  regu- 
the  sport  inconsistently,  and 
iters  still  lurk  in  the  corners 
16  ring,  undisturbed  by  the 
imate  businesses  that  make 
3ns  from  the  sweet  science. 
I  little  has  changed,  in  fact, 
it's  time  for  the  feds  to  step 
lelf-policing  has  been  a  fail- 
As  Steve  Farhood,  editor  of 
)Oxing  bible.  The  Ring,  points 
"What  could  the  government 
I  boxing  that  it  hasn't  already 
to  itself?" 

ABET  SOUP.  It's  hard  to  know 
•e  to  begin  listing  boxing's 
After  all  these  years,  the 

game  still  hasn't  set  up  an 
^ritative  governing  body.  In- 
1,  an  alphabet  soup  of  sanctioning 
nizations  still  holds  sway.  The 
co-based  World  Boxing  Council, 
Venezuela-based  World  Boxing 
u.  and  the  International  Boxing 
ration,  headquartered  in  New  Jer- 
are  the  three  dominant  bodies. 
I  issues  its  own  ratings  and  is 
;  concerned  with  advancing  its 
ests  than  in  setting  up  a  credil:)le 
!m  of  challengers  and  champions. 
16  sanctioning  bodies  have  been 
'n  to  deny  reality  rather  than  lose 
al  ticket.  Consider  the  1990  heavy- 
ht  title  fight  between  Tyson  and 
is  "Buster"  Douglas.  Tyson  was 
ked  down  and  counted  out,  but 

President  Jose  Sulaiman  didn't 


want  to  lose  a  crowd-pleaser  such  as 
Tyson,  so  he  refused  to  recognize  the 
fight's  result.  Only  public  outrage  per- 
suaded Sulaiman  to  award  Douglas  the 
WBC  title  he  earned  in  the  ring. 

More  important  than  the  integiity  of 
ratings  and  championships,  boxing's 
haphazard  I'egulatifjn  threatens  boxers' 
lives.  In  Septemlier,  1986,  the  Mary- 
land State  Athletic  Commission  sus- 
pended  former  WBC  welterweight 


BOWE  AND  HIS  BELTS:  AS  CLEAN  AS  BOXING  GETS 


champion  Wilfredo  Benitez  when  a 
postbout  medical  examination  found 
evidence  that  he  was  irreversibly 
punch-drunk.  But  just  10  weeks  later, 
the  cash-strapped  Benitez  fought  in 
Argentina.  He  later  fought  in  Canada, 
until  authorities  there  questioned  his 
fitness  to  fight. 

A  federal  boxing  commission  could 
intercede  to  protect  fighters  such  as 
Benitez  from  themselves.  By  maintain- 
ing a  data  base  of  fights  and  issuing  a 
boxing  "passport"— a  record  of  up-to- 
date  medical  and  fight  history— a  feder- 
al body  could  prevent  an  injured  or 
unlicensed  fighter  from  hopping  state 
lines  to  fight.  And  while  a  desperate 
boxer  could  still  seek  out  a  bout  in  an- 


other country,  he  would  be  less  likely 
to  find  a  willing  promoter  if  the  U.  S. 
had  deemed  him  unfit  for  the  ring. 

The  commission  could  attempt  to 
liring  the  three  main  .sanctioning  bodies 
under  one  umbrella  organization.  At 
the  least,  it  could  force  them  to  nego- 
tiate every  time  one  threatens  to  stage 
a  fight  that  would  result  in,  say,  two 
middleweight  titleholders.  And  with  a 
federal  agency  investigating  obvious 
mismatches,  the  t)oxing  organiza- 
tions would  be  less  quick  to  send 
a  palooka  out  to  battle  a  champ. 
Armed  with  subpoena  power,  the 
commission  could  also  license  ref- 
erees and  hold  hearings  anytime 
a  fighter  is  robbed  of  a  clear  vic- 
tory. It  probaV)ly  should  stay  out 
of  the  actual  ranking  of  boxers, 
leaving  that  to  the  sportswriters. 
MONEY  LAUNDRY.  Federal  inter- 
vention could  also  address  Kefau- 
ver's  main  concern— organized 
crime.  Mobsters  still  fix  fights  or 
try  to  use  bouts  to  launder  mon- 
ey, according  to  Michael  Fran- 
zese,  an  admitted  former  capo  in 
the  Colombo  crime  family.  Fran- 
zese  told  a  Senate  panel  in  Au- 
gust: "Boxing  will  always  hold  an 
interest  for  organized  crime,  but 
organized  crime  figures  are  be- 
coming increasingly  reluctant  to 
get  involved  in  activities  moni- 
tored by  the  federal  government." 

Senator  William  V.  Roth  (R- 
Del.)  plans  more  hearings,  and  a 
bill  to  regulate  the  sport  could 
follow.  ESPN,  Time-Warner,  and 
other  cable-TV  interests  that  prof- 
it mightily  from  boxing  would  do  well 
to  get  l;)ehind  such  legislation.  For  one 
thing,  it's  good  business:  Public  cyni- 
cism and  confusion  about  the  sport 
keep  the  fan  base  down. 

It's  also  the  right  thing  to  do.  The 
TV  outlets  that  feature  boxing  owe 
something  to  the  fighters.  The  average 
fighter  is  an  inner-city  kid  who's  tossed 
aside  when  his  talents  are  spent.  If 
most  l)oxers  were  white  and  middle- 
class,  odds  are  that  a  fighters'  union 
would  have  l)een  formed  by  now  to 
protect  the  athletes'  interests.  And 
maybe  then,  the  lords  of  boxing 
wouldn't  be  .so  quick  to  forget  their 
gladiators  when  they  can  no  longer  an- 
swer the  bell. 


m  fjiii^^  r;  The  Old-Fashioned  Way. 


So  you  want  to  start  a  revolution  in  a  $50 
billion  industry.  Stail  a  direct-market  personal 
computer  company  in  the  Midwest.  Manufac- 
ture high-quality,  high-perfomiance  computers 
with  the  latest  technology.  Keep  your  overhead 
low  so  you  can  sell  your  products  at  the  best 
prices  on  the  market.  Give  your  customers 
friendly,  personal  service.  And  never  get 
greedy.  Always  offer  the  best  value. 

This  was  Ted  Waitt's  business  strategy 
when,  seven  years  ago,  he  started  a  company 
called  Gateway  2000.  You'd  hardly  call  it  a 
radical  plan,  and  yet  the  effects  have  been  quite 
revolutionary.  Gateway  has  grown,  almost 
unnoticed,  to  exceed  SI  billion  in  annual 
revenue.  The  latest  Intemational  Data  Corp. 
research  shows  Gateway  2000  with  a  3.6% 
share  of  the  U.S.  PC  market,  compared  to 
Compaq  with  3.5%  and  Dell  with  2.1%.  And 
Gateway  has  managed  to  do  this  while  making 
better  profits  than  any  other  company  in  the 
DOS-based  PC  market. 

What  you  see  other 
computer  makers  doing  today 
-  struggling  in  vain  to  get 
their  overhead  down,  cutting 
comers  on  quality,  features 
and  perfonnance  to  get 


their  prices  down  - 
is  a  reaction  to 
Gateway's 
phenomenal 
success.  They 
know  they  have  to 
change  the  way 
they  do  business  to  compete  with  the  value 
Gateway  2000  offers. 


Why  is  Gateway  causing  such  a  stir? 
Maybe  it's  because  old-fashioned  value  is 
never  out-of-style.  You  still  like  to  get  a  good 
buy  on  quality  products.  You  still  like  great 
service.  You  still  want  to  buy  from  a  company 
you  can  trust,  a  company  that  will  be  there  for 
you.  That's  what  you  get  from  Gateway  2000. 

When  you're  shopping  for  a  computer, 
remember  where  the  value  revolution  started 
and  give  us  a  call.  We  sell  a  complete  line  of 
PCs  -  towers,  desktops,  mini  desktops  and 
portables  in  386  and  486  configurations  -  and 
computer  products  including  printers,  software, 
multimedia  components  and  peripherals. 
Whether  you're  a  Fortune  500  company,  a 
small  business  or  an  individual,  we'll  give  you 
the  kind  of  value  you  thought  was  a  thing  of 
the  past. 


As  cm  example  oj  the  value 
we  offer,  a  Gateway  66MHz 
Intel-based  486DX2  system 
includes:  Windows,  MS-DOS, 
utilities.  Microsoft  application 
software.  8MB  RAM, 
j        f)4K  cache.  2  diskette 
drives,  a  fast  i40MB 
hard  drive  with  local 
bus  interface,  a  VESA 
local  bus  video 
subsystem,  a  1 5 -inch 
1024  X  768  color  monitor,  a 
124-key  programmable  keyboard,  a  mouse  and 
more.  All  for  $2,995. 


GArE\m2ooo 


'Yiiu'rv  '.^iii  a  fnenj  in  the  bu\mr 


800-GATEWAY 

800-428-3929  •  605-232-2000  •  Fax  605-232-2023 
610  Gateway  Drive  •  North  Sioux  City,  SD  57049-2000 
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Finances 


THE  PERILS  IN 
PICKING 
A  PLANNER 


Quick:  Why  is  iK'i'soiial 
financial  planning  like 
easy-fit  jeans  and 
family  vacations?  Because  it's 
being  aggressively  sold  to 
baby  boomers,  whose  sheer 
numliers  and  rising  affluence 
promise  a  killing  for  i)rovid- 
ers.  P^rom  mutual-fund  mar- 
keters to  out-of-work  stock- 
l)rokers,  self-styled  expei'ts 
want  to  help  the  boomers 
save  for  retirement,  put  the 
kids  through  college,  and 
weave  a  safety  net  against 
emergencies.  Whether  or  not 
you're  a  member  of  this  gen- 
eration, you'll  do  well  to  arm 
yourself  with  infoi'mation 
against  the  onslaught. 

Foi'merly  a  service  aimed 
mostly  at  the  wealthy,  finan- 
cial i)lanning  took  off  in  the 
mid-197()s  and  198()s.  One  big 
reason  was  the  proliferation 
of  investment  jji'oducts  that 
caused  consumers  to  seek 
guidance.  Then  came  financial 
shocks:  the  1986  tax  bill, 
which  wiped  out  dozens  of  de- 
ductions, and  the  1987  stock 
market  crash,  which  wii)ed 
out  thousands  of  investors. 
Now,  the  shrinking  of  govei'ii- 
ment  and  cori)orate  benefits 
has  scared  many  people  into 
taking  charge  of  their  finan- 
cial secui'ity.  And  few  feel 
(pialified  to  manage  their 
money  without  professional 
assistance. 

If  you're  shopping  for  a 
planner,  the  first  thing  you 
should  know  is  that  the  in- 
dustry is  fraught  with  abuse. 
By  some  estimates,  50%  to 
90%  of  most  financial  plan- 
ners' income  is  derived  from 
undisclosed  commissions  on 
products  sold  to  clients. 
"There's  a  i)oor  flow  of  infor- 
mation," says  John  Markese, 


president  of  the  American  As- 
sociation of  Individual  Inves- 
tors. Because  the  industry  is 
only  loosely  regulated,  a  plan- 
ner who  advises  you  to  l)uy, 
say,  a  variable-rate  deferred 
annuity  has  no  legal  obliga- 
tion to  tell  you  that  he  or  she 
may  earn  ."3%.  to  5%  of  your 
premiums. 

LOAD  PUSHERS.  That  inlierent 
conflict  of  interest  exists 
whenever  an  adviser  I'ecom- 
mends  a  "load"  product  and 
gets  a  piece  of  the  load.  Insu- 
rance policies,  real  estate 
partnerships,  securities,  and 
mutual  funds  can  all  generate 
rich  commissions.  Further- 
more, the  riskier  the  invest- 
ment, the  l)igger  the  seller's 
cut.  So  it's  important  to  ask 
direct  questions  about  how  a 
planner  is  compensated  before 
you  sign  up  with  one.  If  you 
know  income  is  commission- 
based,  ask  for  a  written  dis- 
closure statement  that  de- 
scribes how  much  the  planner 
earns  for  each  tyi)e  of  product 
sold. 

Beware  of  the  term  "fee- 
l)ased,"  which  is  not  the  same 
as  "fee-only"  compensation. 
Fee-based  planners  charge  a 
flat  sum  for  advice  plus  com- 
missions, or  fold  the  commis- 
sions into  the  up-fr'ont  sum- 
like  the  wi'ap  fees  charged  by 
big  brokerage  houses.  Mem- 
bers of  the  National  Associa- 
tion of  Pei'sonal  Financial  y\d- 
visors  ai'e  compensated  on  a 
fee-only  i)asis,  charging  either 
a  percentage  of  assets  man- 
aged or  a  time-based  flat  rate. 
You  can  call  the  association 
(800  ;3(>NAPP"A)  for  names  of 
lee-only  planners  in  your  area. 
The  gi'oup  also  provides  a 
free  brochure  with  (luestions 
to  ask,  especially  about  dis- 


closure, when  interviewing 
potential  planners. 

But  there's  a  problem  with 
flat  fees,  too:  They  tend  to 
be  high,  and  it's  hard  to  eval- 
uate whether  you're  getting 
your  money's  worth.  Averag- 
ing 2%-.'3%  of  your  portfolio 
value,  they  make  sen.se  only  if 
you  do  a  lot  of  trading.  And 
don't  be  ft)()led  if  a  ])lanner 
tells  you  that  .'3%  is  a  good 


The  initials  after  an 
ad'viser's  name  may 
not  mean  much  at  all 


(leal  on  a  [xii't folio  that's  re- 
turning 30%..  "If  you  make 
;50%.,  it  usually  means  you've 
accepted  high  ri.sk,"  says  Mar- 
kese. "You  should  still  demand 
lower  expenses." 

Some  planners  admit  the 
difficulties  with  fee  structures. 
"I've  looked  at  them  all,"  says 
(ieorge  Plnnegan,  president 
of  Hudson  Financial  Advisors 
in  Ossining,  N.Y.,  "and  they 
all  have  pluses  and  minuses." 
Finnegan,  a  registered  finan- 


cial planner  who  speciali; 
retirement  advice,  fi 
what  he  calls  the  low-loa 
jjroach:  emphasizing  in 
ment  in  long-term  prog 
that  gener'ate  only  mod 
commissions. 
BLOOPERS.  Compensation 
the  oidy  pitfall.  Again 
cause  of  loose  regulatioi 
sessing  a  planner's  crede 
is  next  to  imi)ossible.  Th 
ters  after  a  so-called  adv 
name  may  be  more  conf 
than  revealing.  "Frant 
don't  think  the  initials  m^ 
great  deal,"  says  Finneg 

A  number  of  profess 
oi'ganizations  bestow  diff 
designations  on  financial 
ners  of  all  stripes.  Men 
of  the  Institute  of  Cer 
P'inancial  Planners  are 
who  get  licensed  by  a 
called  the  International  I 
of  Standards  &  Pi'actice 
Certified  Financial  Plat 
(IBCFP).  Licensees  must 
an  exam,  take  continuing 
cation,  and  have  some  pi 
sional  expei'ience. 

But  cFFs  may  also  1 
censed  to  .sell  insurance, 
estate,  or  securities,  and 
may  be  compensated  ac 


112  BUSINESSWEEK/DECEMBER  14,  1992 


PERSONAL  B 


:o  their  specialties.  "The 
iesigiiation  isn't  a  gnaran- 
)f  competence  or  ethics," 

Barbara  Roper,  director 
ivestor  protection  at  the 
jumer  Federation  of 
irica.  She  points  out  that 
1  mistakes  have  been 
d  in  the  teaching  materi- 
t  Denver's  College  for  Fi- 
;ial  Planning,  which  ad- 
sters  the  two-year,  $2,000 
iculum  for  the  CFP's 
;ation  requirement. 
!  Roper:  "That  rais- 

serious  cjuestions 
it  the  quality  of 
ling  at  what  is  ac- 
vledged  to  be  the  ba- 
jourse"  for  financial 
ners. 

oper  adds  that  al- 
igh  the  IBCFP  has  a 
!  of  ethics,  its  lan- 
^e  on  fiduciary  duty 
'eak.  The  board  re- 
ly reviewed  its  stan- 
Is,  and  the  results 
e  disappointing.  In- 
,d  of  requiring  full 
losure  of  compensa- 
,  either  by  dollar 
unt  or  percentages, 
rules  find  it  accept- 


veal  only  very  general  intor- 
mation  on  commissions. 

CFPs  at  least  spend  some 
time  and  money  to  earn  their 
degrees.  RFPs,  or  registered 
financial  planners,  can  join  the 
Registered  Financial  Planning 
Institute  and  get  their  desig- 
nation after  two  years'  experi- 
ence in  any  field,  from  law  to 
banking  to  accounting,  and 
just  30  hours  of  acci-editcd 


course  work.  There's  no  re- 
striction on  how  they  are 
compensated.  The  Internation- 
al Association  for  Financial 
Planning  is  simply  a  trade  or- 
ganization. Virtually  anyone 
can  fill  out  an  api)lication,  pay 
some  dues,  and  put  "member 
of  lAFP"  on  the  stationery. 
BIG-NAME  ABUSE.  The  initials 
lo  sciHitinize  are  the  ones  that 
tip  you  off  to  a  planner's  real 
profession  (table).  For  exam- 
ple, a  registered  investment 
adviser  (RIA)  has  voluntarily 
registered  with  the  Securities 
&  Exchange  Commission:  He's 
a  broker  who  wants  to  give 
overall  financial  advice.  A 
chartered  life  underwriter 
(CLU)  is  a  licensed  insurance 
agent,  regulated  by  a  state 
insurance  board. 

If  you  don't  understand  a 
})lanner's  credentials,  do  some 
homework.  "You  should  check 
disciplinary  history  through  a 
state  regulator,  even  possibly 
check  up  on  a  few  things  like 
education  and  references," 
says  Roper.  And  don't  assimie 
that  because  someone  is  affil- 
iated with  a  well-known 
name,  either  on  or  off  Wall 
Street,  that  you're  in  good 
hands.  Some  of  the  biggest 
arbitration  awards  to  bilked 
investors  have  been  paid  by 
blue-blood  l)rokerage  houses. 

Certified  public  accountants 
would  seem  to  be  the  most 
benign  of  financial  planners, 
as  they  traditionally  work  for 
hourly  fees.  But  they  are  not 
immune  to  conflict  of  inter- 


MAY  I  SEE  YOUR  CREDENTIALS,  PLEASE? 

These  initiols 
after  a  planner's 
name... 

...stand 
lor... 

...and  mean 
the  planner 
can... 

EQi 

Chartered  life 
underwriter 

Sell  insurance 
products 

Mm 

Chartered  financial 
consultant 

Sell  insurance 
products,  give  advice 

RIA 

Registered  investment 
adviser 

Sell  securities, 
give  advice 

APFS 

Accredited  personal 
financial  specialist 

Prepare  tax  returns, 
give  advice 

RFP 

Registered  financial 
planner 

Be  licensed  to  sell  any 
number  of  products 

est.  In  some  states,  they  are 
allowed  to  sell  securities.  An- 
other problem  is  their  conser- 
vatism. "Accountants  lean  so 
far  over  backwards  to  avoid 
risk  that  they  often  don't 
weigh  potential  reward,"  says 
Finnegan.  Finally,  keeping  up 
with  tax  law  is  a  time-inten- 
sive job,  and  not  all  CPAs  are 
au  courant  with  developments 
in  other  fields. 

If  all  these  caveats  have 
persuaded  you  that  the  only 
financial  planner  you  can  trust 
is  yourself,  books  and  soft- 
ware abound  to  help  you  get 
started.  Steer  clear  of  self- 
help  guides  to  instant  riches. 
The  best  books  are  weighty, 
comprehensive  tomes  that  of- 
fer worksheets  on  cradle-to- 
grave  planning,  plus  individu- 
al chajjters  on  stocks,  bonds, 
insurance,  real  estate,  and 
other  investments.  The  best 
computer  jjrograms  should 
let  you  key  in  a  lot  of  vari- 
ables—from your  age  and  risk 
tolerance  to  your  income  and 
expected  Social  Security  ear-n- 
ings— before  it  spits  out  its 
suggestions. 

GRAPEVINE.  Investing  in  such 
educational  tools  is  worth- 
while even  if  you  hire  a  plan- 
ner. "You  have  to  know 
enough  to  recognize  bad  ad- 
vice when  you  hear  it,"  says 
Roper.  "You  can't  relieve 
yourself  of  responsibility." 
That  doesn't  mean  you  have 
to  study  every  newfangled  fi- 
nancial instrument  invented. 
But  you  should  never  take 
a  recommendation  you 
don't  understand. 

Wor'd  of  mouth  from 
someone  you  trust  is 
probably  the  best  way  to 
find  an  honest  planner. 
Your  lawyer  or  accoun- 
tant, or  another  profes- 
sional with  whom  you 
have  worked,  can  be  a 
good  source  of  names. 
High  marks  from  some- 
one you  respect  are 
worth  more  than  all  the 
accreditation  in  the 
world.  And  remember 
that  a  smart  and  ethical 
planner  can  come  from 
any  field.  Finnegan,  for 
example,  used  to  edit 
magazine  articles  very 
much    like    this  one. 
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WELCOME 
TO  CLINTON 
COUNTRY 

Poor  Arkansas.  Physical- 
ly Korgeou.s,  it  has  loiiK 
been  regarded  as  cul- 
turally backward.  Locals  have 
joked  that  the  state  motto 
should  be  "Thank  God  for 
Mi-ssis-sippi,"  the  neighbor  that 
keejjs  Arkansas  from  ranking 
50th  on  just  about  every  so- 
cio-economic index.  But  the 
hordes  now  swarming  into 
Little  Rock  to  learn  more 
about  their  new  Pi"esident  will 
be  pleasantly  sui'prised. 

The  state  that  gave  birth 
to  the  Oxford-trained  Presi- 
dent-elect takes  pride  in  its 
reputation  for  grittiness:  The 
state  animal  is  a  feral  hog 
known  as  a  razorback.  In  the 
best  American  tradition,  Ar- 
kansans  see  their  chance  and 
are  taking  it.  The  place  called 
Hope— the  Piney  Woods  ham- 
let where  Clinton  was  born- 
may  convert  its  train  depot 


into  a  visitors'  rt-nler.  And 
Hot  Springs,  where  Clinton 
grew  up,  has  printed  a  bro- 
chure with  a  map  of  Clinton 
hangouts.  Both  sites  are  with- 
in two  hours'  drive  southwest 
of  Little  Rock. 

POWER  BAR.  Little  Rock  itself 
holds  plenty  of  clues  to  the 
Clinton  mystique.  The  State 
Capitol  and  4()-story  head- 
quarters of  the  TCFiY  yogurt 
empire  dominate  the  skyline. 
There's  the  Governor's  man- 
sion (M)0  Center  St.),  long- 
time home  of  Socks  the  Cat. 
At  the  opposite  end  of  Center 


Street,  on  West  Markham,  is 
the  Old  State  House,  the  orig- 
inal 1836  Arkansas  Capitol 
that  now  is  a  museum  of 
state  history.  Next  door  on 
Markham  Street  is  the  ornate 
115-year-old  Capital  Hotel. 
The  restaurant  and  bar,  a 
gathering  place  of  Little 
Rock's  lawyers  and  lobbyists, 
is  not  to  be  missed.  Across 
the  street  is  the  Excelsior  Ho- 
tel, in  whose  bar  Gennifer 
Flowers  claimed  to  have  met 
Clinton  on  several  occasions. 

Don't  miss  Central  High 
(14th  and  Park),  from  which 


Ciovernor  Orval  E. 
tried  to  bar  black  stuc 
1957.  Nearby  is  Villa 
(1321  S.  Scott  St.),  th( 
rian  house  whose  e 
Clinton  pal  and  Hoi 
producer  Linda  Blooc 
Thomason  uses  in  the 
com  Designijig  Womer 
Food  isn't  Little 
strong  suit.  But  try  D( 
Place  (1023  Markham 
huge,  juicy  steaks— $ 
up.  They're  proof  thai 
its  lack  of  sophisticati 
kansas  is  more  thai 
patch,  USA.    Doug  He 


A special  l>reed  of  [ire- 
ferred  stock  is  multi- 
plying on  Wall  Street. 
And  with  CD  and  savings  ac- 
count rates  painfully  low,  the 
shares  have  a  certain  appeal 
as  high-yield  investments. 
They  can  make  sense  for  in- 
vestors willing  to  sacrifice 
some  potential  price  gains  in 
exchange  foi'  fat  dividends. 

Companies  from  General 
Motors  to  R.JR  Nabisco  have 
issued  !'F:Rt'S,  or  preferred 
equity  rerlemjjtion  cumulative 
shares.  There  are  now  close 
to  $8  billion  in  FERCS  out- 
standing, and  most  issues  are 
large  enough  that  it's  easy 
to  i)ick  u|)  shares  in  the  sec- 
ondary market.  Like  other 
preferred  shares,  PERCs  are 
rated  by  the  major  rating 
agencies. 

Here's  how  they  work:  A 
company  issues  preferred 
shares  at  the  same  price  as 
its  common.  The  shares  pay 
a  dividend  significantly  high- 
er than  that  of  the  compa- 


Smart  Money 

STOCKS  THAT  WEAR  CAPS 
—AND  PAY  NIFTY  DIVIDENDS 


ny's  common  stock— if  the 
company  is  paying  common 
stock  dividends  at  all.  The 
PERCS  have  a  so-called 
capped  pi'ice  premium,  usual- 
ly 30%  to  40%  over  the  price 
of  the  common. 

At  the  end  of  three  years, 
the   issuing   company  ex- 


SOME 
HIGH-PAYING  PERCS 


Issuer 

Yield 

TENNECO 

9.50% 

SEARS 

8.72 

CITICORP 

8.25 

RJR  NABISCO 

8.25 

KMART 

7.75 

OAT/t  MORGAN  STANLEY  S  CO 


changes  the  PERCs  either  for 
cash  or  more  typically  for 
common  shares,  at  market 
price  or  the  capped  price, 
whichever  is  lower.  If  a  com- 
pany's common  stock  price  is 
below  the  capped  price,  the 
investor  can  get  one  share 
for  each  PERCS.  But  above 
the  capped  price,  the  inves- 
tor will  get  less  than  one 
common  share  per  PERCS. 

The  dividends  on  the 
shares  can  provide  some 
cushion  against  falling  prices 
when  a  company  gets  into 
trouble.  Westinghouse  Elec- 
tric, for  one,  issued  PERCS 
when  its  common  stock  was 
at  $17.  Westinghouse  common 
was  at  $12.63  last  week,  but 
its  PERCS  were  at  $16.37. 


But  PERCS  holders 
to  miss  out  on  big  gai 
company's  common 
really  takes  off,  bi 
PERCS"  appreciation  is 
ed  by  the  cap. 
SAY  WHEN.  Citicorp's 
wei"e  issued  at  $14.7 
same  as  its  common 
that  day.  Since  thei 
common  shares  have  r 
$19— Init  the  PERCS  an 
ing  around  $16.25. 
"Investors  should  st 
common  stock  and  lo 
comjianies  with  good  ^ 
possibilities,"  says 
Murphy,  director  of  rr 
ing  at  the  National  A 
tion  of  Investors,  a  gr 
investment  clubs  and  ii 
ual  investors. 

Murphy  suggests  a: 
alternative:  traditiom 
vertible  preferred  stocl 
stock  converts  into  a 
number  of  common  s 
no  matter  what  the  cc 
share  price  is.  And  y 
cide  when.      Kelley  h 
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ART    &  LEISURE 


NOBLIA 

IN  TIME  WITH  EACH  OTHER. 

Styles  perfectly  proportioned  for  ladies  and  gents. 


JCFfenney 

SELECTED  LOCATIONS 


Autos 


SLEEK,  CHIC- 
STATION 
WAGONS? 


Say  "station  waKon,"  and 
most  driving  entiui- 
siasts  stifle  a  yawn.  But 
several  auto  makers  hope  to 
rehal)ilitate  the  cars'  ho-hum 
reputation  with  a  nimbler 
hreed:  sport  wagons.  These 
vehicles  meld  the  utility  of 
large  cargo  space  with 

\ 


gine,  and  standard  automatic 
transmission  launch  the,  car 
with  vigor.  It  romps  to  fiO 
miles  per  hour  in  just  ovei"  ^ 
seconds— the  fastest  in  thi- 
pack.  And  with  full-time  all- 
wheel-drive,  it's  also  the  most 
agile,  even  on  slick  pave 
ment.  In  emergency  maneu- 
vers, the  ear  inspires  confi- 
dence with  stal)le  handling. 

The  Saturn,  though  less 
gutsy  than  the  Suharu,  still 
hits  60  mph  in  (i.5  seconds  or 
so  with  a  manual  transmis- 
sion. Its  12.'3-horsepower  four- 
cylinder  gets  raucous 


BMW  TOURING  WAGON:  IT 
STARTS  AT  $39,SOO-THE  PRICIEST  OP  THE  LOT 


the  driving  fun  of  a  road-luig- 
ging  sport  sedan. 

Sport  wagons  come  in  an 
evt'i'-growing  array  of  sizes 
and  prices.  The  four  models 
I  drove  cover  the  field  pretty 
well.  Two  small  wagons,  the 
$12,195  Saturn  SW2  and  the 
$22,(i50  Suliaru  Legacy  Tour- 
ing Wagon,  are  great  for  ac- 
tive single  folks  and  small 
families.  The  midsize  BMW 
Touring  wagon,  which  starts 
at  $39,800,  and  the  $38,(;0(l 
Audi  lOOCS  Quattro  Wagon 
are  geared  more  toward  larg- 
er families  who  want  a  spiffi- 
er  alternative  to  a  minivan. 

For  sheer  driving  fun,  the 
two  smaller  wagons  stand 
out.  Suharu's  KiO- horsepower, 
turi)ocharge<l  four-cvlinder  en- 


Worth  Notino- 

■  TUNING  IN.  When  ('NX's  not 
on  your  hotel  room  TV  over- 
seas, a  portable  shoilwave  ra- 
dio can  keep  you  informed— if 
you  know  which  nations 
broadcast  in  English  and 
when.  The  Passport  to  World 
Band  Radio  has  schedules  for 
stations  in  170  countries,  phis 


SATURN  SW2:  THE  $12,195 
FRONT-DRIVE  WAGON  HAS  PLENTY  OF  PEP 


as  it  winds  up,  however.  The 
front-drive  Saturn  has  good 
road  manners,  too.  It  feels 
light  and  responsive  through 
hai-d  corners,  l)ut  if  you  push 
too  far,  the  front  end  l)egins 
to  plow  ahead.  In  fact,  this  is 
the  one  wagon  whose  perfor- 
mance closely  matches  that  of 
its  sedan  sibling,  thanks  to  a 
plastic  roof  that  adds  just  ri.") 
pounds  to  the  car's  weight. 

The  midsize  wagons  arc 
tamer  performers.  The  P.MW, 
with  a  189-horsepower  six-cyl- 
inder and  an  automatic  trans- 
mission, takes  a  more  leisure- 
ly 10.5  seconds  to  reach  60 
mph.  That's  nearly  a  second 
slower  than  the  525i  sedan  it's 
leased  on,  largely  because  the 
wagon  weighs  200  pounds 


more.  Routine  handling  is 
nimble  foi'  a  car  this  big.  But 
in  sudden  maneuvers  such  as 
a  panic  lane  change,  the  wag- 
on's rear  end  wags. 
BIG  STRETCH.  The  Audi  is  the 
leaviest  of  the  bunch.  Its  ex- 
tra heft,  plus  the  drag  of  a 
full-time  four-wheel-drive  sys- 
tem, exacts  a  toll  in  accelera- 
ion:  Zero  to  60  takes  11  sec- 
onds. But  what  it  lacks  in 
straight-line  oomph,  the  Audi 
makes  up  for  in  the  turns. 
As  with  the  Subaru,  four- 
wheel-drive  makes  the  car 
corner  as  if  it  were  on  steel 
I'ails.  That  stability  is  a  real 
advantage  in  snowy  climates. 
The  downside:  The  ride  suf- 
fers a  flit. 

What  does  the  extra 


in  the  back  that's  suit; 
three  children. 

The  BMW  boasts  a  fc 
features  the  other  i 
lack.  For  instance,  thi 
ing's  big  sunroof  opet 
both  the  front  and  rea 
The  only  drawback  i 
noise  when  the  front 
open.  Also,  you  can 
cess  to  the  rear  eit 
opening  the  window  % 
by  raising  the  entire 
to  accommodate  large 
Safety  features  abc 
these  wagons.  All  hav 
dard  driver's  side  aii 
the  Audi  has  an  optiot 
senger  bag.  Unfortu 
both  the  Subaru  and 
still  have  those  annoyi 
torized  seat  belts;  B^ 
Audi  use  manual  belt; 


a  buyer's  guide  to  top  radio 
models.  It's  $19.95  fi-om  Inter- 
national Broadcasting,  Box 
300,  Penn's  Park,  Pa.  18943. 
■  EYE-CATCHERS.  Want  youi' 
business  card  to  stand  out 
from  the  clutter?  Phase  4  of- 
fers transparent,  holographic, 
3-D,  and  other  styles.  For 
samples,  send  $5  to  Box  67, 
Mystic,  Iowa  52574.  A  variety 
Ijack  of  150  cards  costs  $80. ' 


AUDI  lOOCS  QUATTRO  WAGON: 

FOR  $3S,«00,  A  CAR  NIMBLE  ON  THE  1 


cash  buy  on  the  biggei'  wag- 
ons? More  r'oom,  comfort,  and 
gadgets.  The  Audi  and  BMW 
accommodate  about  10  moi'e 
cul)ic  feet  of  cargo  than  their 
smaller  brethren.  And  they 
have  extra  headroom  and  leg- 
room,  while  the  Saturn  and 
Subaru  can  feel  cramped  for 
])eople  over  6  feet  tall— espe- 
cially in  the  l)ackseat.  You  can 
also  comfortably  fit  three 
adults  in  the  rear  of  the  larg- 
er wagons,  which  you  can't  in 
the  comjjacts.  The  Audi  even 
has  a  small  folding  bench  seat 


all  but  the  Saturn, 
they  are  a  $600  optic 
BMW  even  automatical! 
on  interior  lights  and  i 
the  doors  after  a  colli; 
make  it  easier  for  pas; 
to  exit. 

Perhaps  most  impori 
least  for  some  people: 
cars'  beefier  tires, 
wheels,  and  sleek  lin< 
them  a  real  attitude 
certainly  stand  out  fr( 
crowd  of  minivans  p 
the  streets  of  sui)urbi! 
days.  Darid  W 


I, 
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X  to  Companies 

;  gives  the  starting  page  for  a  story  or  fea- 
□  significant  reference  to  a  company.  Most 
es  are  indexed  under  their  own  names. 
>s  listed  only  in  tables  are  not  included. 


STANFORD  UNIVERSITY 

Sometimes 
even  15  years' 
experience  is 
no  match  for  the 
complexities  o; 
management 
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More  than  500Q  senior  execu- 
tives —  including  many 
distinguished  leadeis  in  national 
and  international  business  — 
have  learned  how  to  be  more 
effective  through  tlie  Stanford 
Executive  F*rogram. 

If  you  are  a  senior  manager 
with  15  years  of  experience, 
you  are  invited  to  apply  for 
the  1993  program,  June  27 
to  August  13. 

If  accepted,  you  11  spend 
seven  weeks  at  the  Stanford 
Graduate  School  of  Business 
in  an  intensive  and  compre- 
hensive learning  experience. 

For  a  copy  of  our  brochure 
and  an  application  fonn,  please 
call  415/723^2921,  Dept.  103. 


Stanford  Executive  Program 
Graduate  School  of  Business 

Department  103 
Stanford  University 
Stanford,  CA  USA  94305-5015 
FAX  415/723-3950 
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Defined  Funds  are  unit  investment  trusts  that  can  help  define  comfort. 
Especially  if  your  definition  includes  money  and  the  time  to  enjoy  it.  Th  ese  are 

diversified  portfolios  of  stocks  or  honds.  You  know  what  you're  investing  in 
hefore  you  huy.  And  x/ou  can  get  started  for  ahout  ^1,000.  Ask  your  financial 
professional jor  more  information.  Call  i-8oo-^22-()ooi,  ext.  558. 
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WHAT  AMERICA  NEEDS 
IS  JOBS,  JOBS,  JOBS 

Dell,  an  ill-fated  flier  in  the  foreign-currency  market  ' 
Austin  (Tex.)  computer  company  became  known  only  £ 
footnote  to  the  company's  second-quarter  report  ad 
edged  $38  million  in  unrealized  currency  losses. 

In  other  words,  for  some  time,  investors  purchasii 
stock  of  the  high-flying  comj^uter  company  were  unwii 
investing  in  a  company  trading  foreign-currency  optio 
more  aggressively  than  they  had  reason  to  suspect 
company  has  reported  that  in  its  fiscal  year  ended  F 
1992,  it  sold  currency  options  worth  $435  million— 
than  doul)le  the  $2()()  million  it  recorded  in  interns 
sales  that  year. 

At  this  writing,  it  isn't  certain  exactly  how  long  De 
gressive  activities  lasted.  But  that's  not  the  point  ths 
cerns  us.  Wliat  we  have  here  is  a  disclosure  issue.  Und( 
rent  law,  management  has  too  much  latitude  in  de 
what  must  l)e  disclosed  and  when.  We  believe  that  i 
change  in  the  company's  operations  was  material— tha 
would  make  a  difference  to  investors.  Shareholders 
have  been  told  immediately  about  the  decision.  Thoug 
rent  law  doesn't  always  require  immediate  disclosure- 
contemplated  mergers  or  acciuisitions— it  should  in 
stance  so  material  as  this.  Investors  who  want  a  piec 
currency  play  can  invest  in  a  bank  or  other  investmen 
tution.  In  this  case— without  disclosure— they  got  a  piei 
currency  play  while  thinking  that  they  were  investin 
computer  compan\'. 

s  President-elect  Clinton  pieces  together  his  plan 
^■^k  lor  boosting  America's  long-run  competitiveness,  he 
^^^^  faces  two  decisions— one  easy,  one  hard.  The  easy  de- 
cision, surprisingly,  is  what  such  a  program  should  include. 
Most  economists,  of  all  ideological  stripes,  now  agree  with  the 
main  themes  of  the  Clinton  campaign:  The  U.  S.  needs  more 
public  and  private  investment,  sustained  investment  in  the 
so-called  knowledge  base— education  and  training,  and  a  gov- 
ernment-supported transition  from  defense-based  research 
and  development  to  commercially  useful  technology.  No  mat- 
ter what  else  happens  with  the  economy  over  the  next  six 
months,  these  long-run  policies  deserve  the  priority  Clin- 
ton has  already  said  they  will  receive. 

But  another,  more  controversial  decision  awaits  Clinton  as 
his  inauguration  approaches.  Recent  signs  of  strength,  includ- 
ing a  3.9%  growth  rate  in  the  third  tjuarter,  suggest  that  the 
economy  is  already  on  the  mend.  Given  that  strength,  should 
Clinton  shelve  any  short-term  pump  priming  and  let  gi-owth 
take  its  course?  Considering  the  size  of  the  deficit,  which 
could  approach  $8.50  billion  in  1993,  there  is  a  lot  to  be  said 
for  that.  But  without  some  sort  of  boost,  the  job  drought 
seems  likely  to  continue.  Economic  gi'owth  needs  to  reach  3% 
for  a  sustained  period  to  generate  substantial  numbers  of 
new  jol)S— and  that  level  may  not  be  attainable  without  a 
helping  hand  from  the  new  Administration.  Private-sector 
employment  has  l)een  flat  for  almost  four  years,  while  the 
working-age  population  has  increased  by  some  4.5  million. 

That's  why  we  think  Clinton  should  give  the  economy  a 
short-run  boost  by  accelerating  spending  on  long-run  pro- 
grams, such  as  infrastructure  or  investment-tax  credits. 
Front-loading  his  program  would  serve  as  an  insurance  pol- 
icy for  job  creation  l)y  increasing  growth  in  1993.  That  risks 
a  bigger  Inidget  deficit  early  on,  so  it  must  be  coupled  with 
a  credible  i)lan  to  reduce  the  current  deficit  over  four  years. 

An  early  start  to  Clinton's  long-run  program  would  allay 
the  very  real  fear  that  after  a  good  (juarter  or  two,  gi'owth 
could  fade,  just  as  it  dirl  last  year.  The  LI.  S.  economy  has  yet 
to  shake  off  the  forces— high  levels  of  delit,  a  glol)al  slow- 
down, and  corporate  restructuring— that  are  holding  it  back. 
Indeed,  com])anies  such  as  Digital  Eciuipment  Corp.  anrl 
American  Airlines  Inc.  have  announced  new  layoffs.  Thei'e 
are  signs  of  recovery.  But  there  is  no  clear-cut  evidence 
that,  unaided,  the  U.S.  economy  can  sustain  the  3%  growth 
needed  for  a  significant  long-term  decline  in  unemploymcnl. 

DON'T  RAIN 

ON  BIOTECH'S  PARADE 

ruits  and  vegetables  that  can  be  picked  ripe  yet 
Hi  in  stores  sweet  and  fresh,  more  nutritious  cookin 
H    staples  such  as  corn  and  soybeans  that  can  be 
without  harmful  chemicals:  It's  the  harvest  of  more 
decade  of  intensive,  costly  K&D  by  pioneering  entrepre 
al  biotechnology  firms  and  innovative  giants,  too.  A 
about  to  arrive  at  super-markets  near  you  (page  98). 

Some  of  the  products,  like  the  tasty  tomato  that  C 
Inc.  is  about  to  unveil,  are  simply  new  and  imjjroved  v( 
of  Mother  Nature.  Other  genetic  modifications  are  er 
new  strategies  for  solving  some  of  agriculture's  b 
problems,  such  as  giving  plants  resistance  to  viruses  tl 
stroy  80%  of  crops  in  some  areas  of  the  country,  or 
farmers'  reliance  on  dangerous  pesticides. 

But  none  of  this  is  going  to  happen  if  vocal  oppone 
biotechnology  stampede  consumers  away  in  advance 
products  arrival.  The  Food  &  Drug  Administration  ai 
Agriculture  Dept.  have  been  monitoring  agricultun 
technology  for  a  decade.  They've  developed  procedu 
make  sure  new  l)iofoo(ls  are  safe,  kee])  risky  experimer 
in  check,  and  still  push  this  21st  century  technolog 
ward.  The  right  strategy  is  to  evaluate  the  products  f 
one,  not  redline  the  technology  out  of  fear  of  the  unk 
Let  biotech  pioneers  in  agriculture  work  on  solving  h 
improving  nutrition,  and  honing  the  high-tech  edge  the 
still  retains  in  this  revolutionary  science.  Attack  of  the 
Tonntfues  was  a  spoof,  not  a  documentary. 

LET  STOCKHOLDERS  KNOW 
WHAT  THEY'RE  BUYING 

IBB  he  recent  fracas  between  Dell  Computer  Corp.  and 
H  Kidder,  Peabody  &  Co.  has  a  moral:  Important  chang- 
H  es  in  the  way  a  company  does  lousiness  need  to  be  dis- 
closed to  investors  as  swiftly  as  possible.  In  the  case  of 
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le  Microsoft  ad  on  the  left  has  a  lot  to  say  about  theii' 
sheet,  Microsoft*  Excel.  It  also  has  a  lot  to  say  about 
'eadsheet,  1-2-3."  But  before  you  believe  their  ad,  let's 
te  fact  from  hype. 

The  truth  is,  Microsoft 
isn't  giving  you  all  the  facts. 

icrosoft  claims  that  Excel  will  read  and  write  all 
)tus*'  1-2-3  spreadsheet  files  and  run  your  1-2-3 
i  unmodified. 
)t  true. 

:cel  can't  preseive  1-2-3  DOS  formulas  containing  a  3D 
It  can't  convert  a  number  of  .WK3  files  to  Workbooks. 
3ant  run  1-2-3  macros  containing  commands  from 
s  dating  back  to  Release  2.01. 
Dre  h>pe?  Their  ad  also  tells  you  that  a  1-2-3  user  need 
36  in  a  1-2-3  command  and  Excel  will  show  the  equiv- 
3mmand. 
m{j  again. 

le  fact  is.  Excel  can't  execute  your  familiar  commands 
eleases  2.2, 2.3, 2.4  and  3.1.  Try  pressing/.  Range, 
in  Excel  and  guess  what  happens.  Absolutely  nothing. 

The  fact  is,  1-2-3  for  Wmdows  offers 
the  best  transition  from  1-2-3  for  DOS. 
And  complete  compatibility. 

you're  a  1-2-3  user,  you've  probably  created  and  saved 
ds  of  1-2-3  files,  styles  and  macros.  Face  it,  you'll  ceitainly 
1  use  them  unmodified.  Well,  with  1-2-3  for  Wmdows™ 
I.  Because  only  1-2-3  for  Windows  is  able  to  read  and 
s  every  1-2-3  for  DOS  file,  style  and  macro.  And  only 
ir  Windows-with  its  built-in  Classic*'  Menu -lets  you 
your  familiar  1-2-3  commands, 
hat's  more,  only  1-2-3's  3D  technology  gives  you  easy 
to  256  worksheets  and  lets  you  build  true  3D  formulas, 
comparison,  Excel's  Workbook  is  a  limited  imitation 
3D.  Try  opening  a  lar-ge  1-2-3  3D  file  in  Excel  and  see 
appens.  It  might  work.  It  might  not. 


Now  ask  yourself,  why  would  a  1-2-3  for  DOS  user  looking 
for  the  easiest  way  to  move  to  Windows  choose  anything  but 
1-2-3  for  Windows? 

Tlie  fact  is,  tlie  new  1-2-3  for  Windows 
mcludes  tlie  mostasked-for  improvements. 

The  new  release  of  1-2-3  for  Windows  includes  per-- 
formance  enhancements.  For  example,  it's  now  the  fastest 
Windows  spreadsheet  for  printing  on  PostScript'  printer's. 
We've  also  added  over  25  innovative  new  featur'es,  usability 
enhancements  and  progi'amming  tools. 

The  result? 

1-2-3  for  Windows  is  now  one  of  the  most  powerful  and 
easy-to-use  spreadsheets  ever  developed. 

Umnatched  database  capabilities 
in  a  spreadsheet 

If  you're  a  spreadsheet  user  who  needs  to  access  external 
databases,  1-2-3  for  Wmdows  r'emains  unmatched-particulariy 
if  you  need  relational  capabilities.  Excel's  data  access  capa- 
bilities, on  the  other  hand,  rest  on  a  third-party  product  that 
offer's  limited  r'elational  capabilities.  Which  explains  why 
Corporate  Computing  (August  1992)  I'ecently  wr'ote  that  Jor 
tlie  experienced  1-2-3  database  user,  1-2-3  for  Windows  with 
DataLens"'  is  tlie front-end  tool  of  choice." 

Joul  millions  of  spreadskx^t 
users  who  prefer  l^otus. 

Not  only  do  more  people  pr'efer  our  pi'oduct,  but  according 
to  the  ComputerWor'ld  Spreadsheet  Br'cind  PrBfer'ence  Sfirdy,  mor^e 
people  prefer  our  company  In  fact,  Lotus  beat  everyliody  (includ- 
ing Microsoft)  for  the  awar'ds  of  "best  company  to  do  bimiess 
urilh "  and  the  "company  tliat  offers  the  best  service  and  support" 

For  more  information,  visit  your  Lotus  Authorized  Reseller 
or  call  us  today  for  your  free  demo  disk  at  1-800-TRADEUI^ 
exL  7221." 

After  all,  it  only  makes  sense  to  base  your  spreadsheet 
decision  on  facts  rather  than  hype. 


Lotus 


1-2-3  for  Wmdows 


•In  Canada  call  W0(MjO-LOTUS.  ©1992  Lotus  Development  Corporation.  55  Cambridge  Parkway,  Cambridge.  MA  02142  All  rights  reserved  Lotus.  1-2-3  and  DataLens  are  registered  trademarks  of  Lotus 
Development  Corporation  Classic  is  a  registered  trademark  licensed  to  Lotus  Development  Corporation  Microsoft  is  a  registered  trademark  and  Windows  is  a  trademark  of  Microsoft  Corporation 

PostScript  IS  a  registered  trademark  of  Adobe  Systems.  Incorporated- 


The  Iront  wlu-cls 
are  on  a  dynaniomeler. 
R-n  sevcn-iiuii  glasses 
havf  Ix'fii  placed  on 
its  hood  The  engine 
starts.  The  wheels  turn. 
Quickly,  I  he  tar  tcac  lies 
speeds  in  excess  of  100 


iTiph.  The  glasses  re- 
main irt  place,  perfec tly 
intac  tf*  But  all  percep- 
tions that  a  cat  has  to 
be  ex|jensive  to  he  ex- 
ceptional have  been 
comjjietely  shattered. 
The  new  Niwin 


Altima' has  just  an  ived, 
and  already  autonio- 
ti\e  history  lias  been 
made.  A  cat  that  slart.s 
at  $1:5.000*  has  just 
passed  the  luxury 
sedan  entr.iiu  e  exam 
for  smoothness  of  ride. 


Exactly  how  did  we 
make  our  new  c  ar  do 
what  a  .$40,000  car  can? 

It  wasn't  easy. 

To  begin  with,  we 
bolted  the  engine  t<  > 
tile  chassis  with  li(|uid- 
filled  engine  mounts. 


These  mounts  act 
"c  ushionsr  sign i fica 
leducing  vibration 
and  engine  noi.se. 
Next,  we  mc  )unted  • 
iiutc-pendent  front 
and  rear  suspensio 
ii  >  anti-vibr.ition  sii 


Siwmi  ( Aitpiiinlicti  ui  I  '  S.A.  Small  fwnfilf  ahiviys  mul  Ihi'  juw  jmtit.  Ami  lli/y  nhiu/ys  vi'in  tlinr  sfiil  lu  lls  ^Mn)iu//uliirn  \  s>iij_i;r',lfil  rrliiil  f/)n r /at  \i\suti  Alt 

\I:  i-xi  htiliiii^  l/ixi'S,  lilh\  lunisc.  ih'stniuliini  ilmivi  s  mul  irplu'H.s.  Munu/m  turn  's  siii^i^i  sli'il  n-Uiil  jmir  jar  l/'sl  iirliiilf  I XI:  niiidrl  with  iiutimiiitii  triinsmi.ssioii )  i.\  $1 5, 


les.  Working  in  efforts,  the  AUima  is         on  a  dynamometer, 

ion  with  four  shock      one  of  the  most  impres-    but  how  does  it  do  on 


)rbers,  the  sub- 
les  serve  as  st;tl)i- 
"s— keeping  wheel 
ation  isolated  from 
body  of  the  car 
As  a  result  of  our 


Sirindtitidii  (if  at  tiiiil  U'\l. 

abling  it  to  out-slalom 
an  Acura  Legend  L 
Sedan.When  equipped 


more  freeway  mei)^ng 
power  tlian  a  Mercedes- 
Ikn/  19()E  2.3f* 

Of  o  )ui^e,  we'd 
like  nothing  better 


EST 


tlian  tor  you  to  test 
our  remarkable  car  for 
yourself  Just  call  us  at 
l-8(K)-NLSSAN3,exL 
603  and  we'll  put  you 
in  touch  witli  your 
nearest  Nissan  Dealer 
We'll  even  send  you 
more  detailed  informa- 
tion if  you'd  like. 

Once  you've  ex- 
perienced the  new 
Nissan  Altivui,  we  think 
you'll  agree,  nothing 
else  will  st;ick  up. 


sive  Nissans  ever  built.  the  road? 

And,  quite  possibly,  the  The  Nissan  AUimas  with  optional  ABS,  the 

sm(X)thest  running  advanced  suspension  Altirna  can  out-brake  a 

$13,000  car  in  the  world,  system  provides  it  with  BNfW  325i.  And  its 

Okay,  you  know  an  incredibly  (|uick  DOHC.  150-horsepower 

how  well  it  performs  steering  response— en-  engine  provides  it  with 


The  New  Nissan 

Altirna 

Its  time  U)  expect 
rnorefnxm  a  car." 


wd  im  irulefxtulnil  tests  amditrted  try  AMCl.  1993  Nman  Altirna  XF.  or  SF.  versus  1992  armpetithr  vehicles.  Merging ptrwer  based  m  time  arid  distance  required 
celerate  /mm  20-55  mpli.  Slxilum  atmpansan  based  un  course  cumpU'tum  time,  lirakirig  Ixised  on  stuppiiig  distaiue  jroin  50-0  mph  on  a  wet  rocul  surpue. 
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PRODUCTION 

Change  from  las(  week;  -1.4% 
Change  from  lost  year:  2.1% 

190  


1 967^  1 00  (four-week  moving  overage) 


LEADING 

change  from  lost  week:  0.0% 
Change  from  lost  year:  5.9% 

220  


Nov  28 
219.4 


)85_ 


Nov,  28 
181.3 


215  . 


180- 


Nov  21 
183.9 


nmn 


Nov.  21 
219.3r 


Nov  Mor  July  Nov 

1991  1992  1992  1992 

The  production  index  fell  in  the  week  ended  Nov.  28  becouse  a  later-thon-usual 
Thanksgiving  caused  declines  in  the  seosonolly  odjusted  data.  In  particular,  cars, 
trucks,  cool,  and  rail-freight  traffic  output  plunged  Electric  power  and  crude-oil 
refining  also  declined.  Steel,  paperboard,  and  lumber  output  rose,  and  paper  output 
was  unchonged.  Before  calculation  of  the  moving  average,  the  index  plummeted  to 
173  4.  from  184.9.  The  index  fell  to  181,3  in  November,  h-om  183  1  in  October, 

BW  production  index  copyright  1  992  by  McGrow-Hill  Inc 


1992 


1992 


1992 


The  leading  index  was  unchanged  during  the  week  ended  Nov.  28.  Hlgfi 
stock  prices,  improvement  in  the  grov/th  rote  of  materials  prices,  ond  a  small  drop 
the  number  of  business  failures  offset  declines  in  the  growth  rates  of  real  estc 
loans  and  M2  Bond  yields  were  unchanged.  Before  calculation  of  the  four-we 
moving  average,  the  index  stood  at  219,1,  from  219.6.  For  all  of  November,  t 
index  rose  to  219  4,  up  from  218.1   in  October. 

Leading  index  copyngtil  1  992  by  Center  for  Inlernotional  Business  Cycle  Research 


PRODUCTION  INDICATORS 


LEADING  INDICATORS 


Latest 
week 

Week 
090 

%  Change 
year  ago 

STEEl  (12/51 

1,686 

1,761  # 

4  5 

AUTOS  (12/5) 

134,039 

79,413r# 

8  3 

TRUCKS  (12/5) 

94,861 

57,805r# 

17  7 

ELECTRIC  POWER  (12/5) 

58,521 

54,09 1# 

4.0 

CRUDE-OIL  REFINING  (i2/5) 

13,625 

13,580# 

7.0 

COAL  (1 1/28) 

I5,704# 

20,017 

-0.3 

PAPERBOARD  (11/28) 

829.2# 

818.5r 

2  6 

PAPER  (1 1/28) 

791.0# 

791  Or 

2.2 

LUMBER  (11/28) 

328  7# 

488  6 

9  0 

RAIL  FREIGHT  (11/28) 

17.3# 

22.5 

3.0 

Latest 
week 


Week 
ago 


%  Cha 
yeor 


STOCK  PRICES  (12/4) 


430.80 


427  63 


CORPORATE  BOND  YIELD,  Aaa  (i2/4) 


8.06% 


8.06% 


INDUSTRIAL  MATERIALS  PRICES  (12/4) 


96  9 


96.9 


BUSINESS  FAILURES  (ii/27) 


390 


396 


REAL  ESTATE  LOANS  (it/25) 


S399.8 


$400.8r 


Sources:  American  Iron  &  Steel  Inshtute,  Word's  AuJomohve  Reports,  Edison  Electric  Institute, 
American  Petroleum  Institute,  Energy  Dept.,  Americon  Paper  Institute,  V/WPA',  SFPA',  Association 
of  Americon  Railroods 


MONEY  SUPPLY,  M2  ( 11/23) 


$3,441.5  $3,449.3r 


INITIAL  CLAIMS,  UNEMPLOYMENT  (11/21) 


362 


374 


Sources:  Standord  &  Poor's,  Moody's,  Journal  of  Commerce  (index:  1980^100),  Dun  &  E 
street  (failures  of  large  companies).  Federal  Reserve  Board,  Labor  Dept.  CIBCR  seasonally  ad 
doto  on  business  failures  and  real  estote  loons 


FOREIGN  EXCHANGE 


Latest 
week 

Week 
ago 

Year 
ago 

JAPANESE  YEN  (i2/9) 

124 

124 

129 

GERMAN  MARK  (i2/9) 

1,57 

1  57 

1  58 

BRITISH  POUND  (12/9) 

1.57 

1,55 

1.81 

FRENCH  FRANC  (i2/9) 

5.36 

5,36 

5  40 

CANADIAN  DOLLAR  (i2/9) 

1  28 

1  28 

1.14 

SWISS  FRANC  (12/9) 

1.41 

1  39 

1.39 

MEXICAN  PESO  (12/9) 

3,100 

3,100 

3,059 

Sources:  Major  New  York  bonks  Currencies  expressed  in  units  per  U  S 
pound  expressed  in  dollars 

dollar,  except  for  British 

PRICES 

Latest 
week 

Week 
ago 

%  Change 
yeor  ago 

GOLD  (12/9) 

333  500 

335  650 

-6  8 

STEEl  SCRAP  (12/8) 

89.00 

89,00 

-4  3 

FOODSTUFFS  (12/7) 

203.2 

201  8 

-1.2 

COPPf??  il2/5) 

101.0 

100,5 

-4.5 

AlUMi  V-tfi  (12/5) 

54.9 

54,0 

10.0 

WHEAT  i  :,; 

3  81 

3  84 

-3.5 

COnON  (    /  -  I 

51  85 

50,73 

-3.7 

Sources:  Lor.dcfi  '/ednesday  final  setting,  Chicago 
Weeic,  Kansos  Ci^>'  fM::jrlcet,  Memphis  market 

market,  Commodity  Research  B 

Ljreau,  Metols 

1  MONTHIY  ECONOMIC  INDICATORS 

Latest 

Month     %  Che 

month 

ago  year 

BUSINESS  WEEK  PRODUCTION  INDEX  (Nov  )  1813 

183.1 

BUSINESS  WEEK  LEADING  INDEX  (Nov )               219  4 

218. Ir 

EMPLOYMENT,  CIVILIAN  (Nov ) 


11 8.0 


1 17.6 


UNEMPLOYMENT  RATE,  CIVILIAN  (Nov ) 


7.2% 


7.4% 


Sources:  BW,  CIBCR,  BLS 


MONETARY  INDICATORS 


Latest 
week 


Week 
ago 


%  Che 
year 


MONEY  SUPPLY,  Ml  (ii/23) 

$1,014  6 

$1,023.2 

BANKS'  BUSINESS  LOANS  (ii/25) 

280.7 

279.  Ir 

FREE  RESERVES  (11/25) 

1,226 

660r 

NONFINANCIAL  COMMERCIAL  PAPER  (ii/25) 

149  9 

150.0 

Sources:  Federal  Reserve  Board  (in  billions,  except  for  free  reserves, 
two-week  period  in  millions) 

^hich  ore  expressed 

MONEY  MARKET  RATES 

Latest 
week 

Week 
ago 

1 

FEDERAL  FUNDS  (i2/8) 

2.77% 

3.17% 

4.. 

PRIME  (12/9) 

600 

6.00 

7.. 

COMMERCIAL  PAPER  3-MONTH  (12/8) 

3.74 

3  89 

4.t 

CERTIFICATES  OF  DEPOSIT  3-MONTH  (i2/8) 

3.56 

3.79 

4,; 

EURODOLLAR  3-MONTH  (12/5) 

3.80 

3  78 

4,( 

Sources:  Federal  Reserve  Board,  First  Boston 


#Raw  dota  in  the  production  indicators  ore  seasonally  adjusted  in  computing  the  BW  index  (chart);  other  components  (estimated  and  nor  listed)  include  machinery  and  defense  equipm 
1  ^Western  Wood  Products  Assn.     2  ^Southern  Forest  Products  Assn.     3  =  Free  morket  value     NA^Not  available     r  =  revised     NM  =  Not  meaningful 


6  BUSINESS  WEEK/DECEMBER  2  1 ,  1 992 


Thisshouldritbe 
the  only  place  the  elderly 
can  turn  for  help. 


Since  1975,  Golden  Gate  1 

Senior  Services  has  been  \ 

helping  the  elderly  maintain  ( 

independent,  dignified,  and  j 

meaningful  lives.  i 

:  We  serve  hot  meals  to 

those  who  may  desperately  i 

need  them.  We  provide  help  i 
and  advice  with  medical, 

Geritol*  is  a  registered  trademark  of  Beeciiam  1 


problems.  We  have  classes  oi^ 
everything  from  exercise  to 
painting.  And  we  fight  for  leg- 
islation that  helps  the  elderly' 

We  can't,  however,  do  it 
all  alone.  Your  help  is  greatly 
needed. 

Please  call  415-621-1112 


or  write  to  1350  Waller  Street, 
San  Francisco,  CA  94117  as  soon 
as  you  can. 

After  all,  none  of  us  is  get- 
ting any  younger. 

GOLDEN  GATE 
SENIOR  SERVICES 


6A.CA 


Native  Califomian 

For  125  years 
our  promise  has  been  our  policy. 


Pacific  Mutual 

800-800-7646 

Pacific  Mutual  I  ti  ■  Insurance  Company.  700  Newport  Center  Dnvt  ,  Newport  bcAcU.  CA  ^)2660.  Pacific  Mutual  subsidiaries  include:  PM  Group  Life  Insurance  Company.  Employee  Benefits  America, 
Pacific  f-in.in  i.il  Assci  Management  Corporation  (PFAMCo),  Pacific  invcsiment  Managtmeni  ( "ompany  (PIMCO),  PMRcalty  Advisors.  Inc.,  Cadence  Capital  Management  Corporation. 
NFi  Investment  Group,  Inc.,  Parametric  Portfolio  Associates,  Inc..  Pacific  I\|uitiLs  Network,  Mutual  Service  Corporation,  United  Planners'  Group.  Inc. 

©  1992  Pacific  Mutual  Life  Imurancc  Company 
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TAKING  A  SHOT 

AT  RATING  B-SCHOOLS 


Regardinf^  "Tlie  best  B-scfiools"  (Cov- 
er Story,  Oct.  26),  not  only  do  we 
fault  your  basic  assumption  that  all 
schools  can  be  compared  with  one  anoth- 
er, but  we  question  the  rating  methods 
that  you  use.  One  of  your  dimensions  of 
excellence  relates  to  the  responses  from 
executives  of  the  companies  that  hire 
our  graduates.  How  can  we  accept  opin- 
ions from  managers  of  companies  that 
may  be  marginal  performers?  What  are 
the  credentials  of  the  respondents  of 
each  corporation  surveyed?  They  may 
well  be  hiring  the  wrong  people  who 
cannot  ensure  that  their  companies  will 
survive. 

The  second  source  of  rating  informa- 
tion that  you  use  is  based  on  student 
evaluations.  How  can  a  recent  graduate 
make  a  judgment  about  curriculum  with- 
in weeks  after  graduation?  The  skills 
learned  in  an  .MBA  program  have  a  long 
shelf  life,  and  a  good  school  provides  the 
basic  ingredients  for  lifelong  learning. 

Professor  Kalyan  Singhal 
University  of  Baltimore 
Professor  Martin  K.  Starr 
Columbia  University 

Editor's  note:  Singlial  is  president  and 
Starr  is  a  board  member  of  the  Pro- 
duction &  Operations  Management  So- 
ciety, which  is  working  to  develop  a 
system  for  benchmarliing  B-schools. 

SCULLEY:  'NO  BACKPEDALING' 
FROM  THE  GREAT  DIGITAL  HOPE 

Your  article  "The  great  digital  hope 
could  be  a  heartbreaker"  (Informa- 
tion Processing,  Nov.  30)  says  "Sculley 
has  backpedaled"  from  the  vision  of  a 
digital  world  of  handheld  PDAs  [personal 
digital  assistants],  and  accuses  me  of 
prematurely  hyping  the  market.  I  would 
like  to  respond  that  there  was,  and  is,  no 
backpedaling  from  the  vision  on  my 
part. 

A  year  ago,  Apple  was  conspicuous  by 
its  absence  in  the  hype  from  almost  ev- 
eryone else  in  the  personal  computer  in- 
dustry around  the  proposed  coming  of 
the  pen-computer  revolution,  which  the 


pundits  forecasted  would  be  widely 
available  by  this  fall.  In  January,  1992,  I 
publicly  stated  that  we  at  Apple  thought 
pen  computing  wouldn't  amount  to  much 
and  were  unfazed  by  the  rush  of  compa- 
nies that  were  then  jumping  on  the 
bandwagon.  I  said  at  that  time  that  we 
saw  a  far  more  important  and  exciting 
future  centered  on  the  convergence  of 
digital-formatted  information  that  could 
be  widely  shared  over  wireless  digital 
networks  using  new  classes  of  devices 
called  PDAs,  based  on  computer  minia- 
turization and  a  new  generation  of  intel- 
ligent software. 

While  PDAs  might  use  pen  input,  this 
was  not  the  big  idea.  The  big  idea  was 
how  telecommunications  would  be  revo- 
lutionized in  ways  more  significant  than 
anything  we  have  seen  since  the  inven- 
tion of  the  telephone.  I  said  this  was  a 
vision  that  would  begin  in  1993  and  be- 
come broadly  available  before  the  turn 
of  the  century. 

We  have  not  lost  any  of  our  enthusi- 
asm for  this  vision.  If  anything,  we  are 
more  confident  that  this  new  industry 
will  turn  out  pretty  much  as  we  indicat- 
ed last  January  and  then  again  later  in 
May.  I  found  it  curious  that  you  chose  to 
talk  mostly  with  computer  companies 
rather  than  telecommunications  corpora- 
tions and  content  providers.  We  can  only 
wonder  what  AT&T,  Motorola,  McCaw 
Cellular  Communications,  News  Corp., 
or  R.  R.  Donnelley  &  Sons  might  have 
had  to  say. 

John  Sculley,  CEO 
Apple  Computer  Inc. 
Cupeilino,  Calif. 

CHAOS  THEORY  COULD  MAKE 
WALL  STREET  MORE  MANAGEABLE 

Your  story  confuses  portfolio  theory 
with  capital-asset  pricing  theory 
("Chaos  hits  Wall  Street — the  theory," 
Special  Report,  Nov.  2).  Portfolio  theory 
is  the  use  of  statistical  tools  to  optimize 
the  risk/return  performance  of  a  portfo- 
lio. It  does  not  require  nor  does  it  as- 
sume rational  investors  and  efficient 
markets.  In  fact,  its  most  successful  use 
has  been  in  thinly  traded  foreign  mar- 
kets that  typically  are  not  considered  ef- 
ficient. If  chaos  theory  proves  useful,  it 
will  only  provide  additional  statistical 
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...Off  the  Press 

For  Matchless  Coverage  of  Today's  Hottest  Software,  Choose  Osborne  Computer  Books 


File  &  Disk  Management 
From  Chaos  to  Control 

by  Alfred  Glossbrenner 

$39.95  Book/Disk 
ISBN,  0-07-881834-6 


Quattro  Pro  for  Windows 
Inside  &  Out 

by  Stephen  Cobb 

$27,95 

ISBN:  0-07-881768-4 


Jamsa's  1001 
DOS  &  PC  Tips 

by  K(is  Jamsa 

$39,95  Book/Disk 
ISBN,  0-07-881821-4 


Osborne 


Sound  Blaster 
The  Official  Book 

by  Rich  Heimlich 

$29  95  Book/Disk 
Quicken  2  for  Windows'^'  ISBN  0-07-881907-5 

Made  Easy 

by  David  Campbell 
and  Mary  Campbell 

$19.95 

ISBN:  0-07-881841-9 

Osborne  has  outstanding  computer  books  for  everyone  at  every  sK\\\  level. 
Get  a  fast  start  using  new  software  witfi  our  step-by-step  Made  Easy  guides. 
For  detailed  coverage  of  intermediate  and  more  advanced  tectinigues,  turn  to 
tfie  Inside  &  Out  series.  Jamsa's  1001  series  gives  all  users  exclusive 
tips  and  software  unavailable  elsewfiere.  AND  special  titles  \\ke  File  &  Disk 
Management  and  Sound  Blaster  unlock  ttie  full  potential  of  your  hardware 
and  software 

Check  out  these  RED  HOT  computer  books  and  other  fine  Osborne  titles  today. 

AVAILABLE  NOW  AT  Woldenboolcs  & 


Copyright  '?i  1992  McGraw-Hill,  Inc 


WaMen 


THE  BEST  BUSINESS 
BOOKS  OF  THE  YEAR 


1992 


The  office  mailman  stacks  a  small 
mountain  of  books  outside  my  door 
virtually  every  day.  Entreaties 
from  authors  and  publicists  pour  in  via 
mail  and  phone.  The  number  of  books 
submitted  to  BUSlXE.<s  WEEK  for  review 
is  nearly  overwhelming.  And  that's  be- 
fore we  page  through  publishers'  cata- 
logs in  search  of  the  books  ice  think  our 
readers  will  need  or  want  to  know  about. 

Given  our  limited  review  space,  some 
arbitrary-  constraints  are  applied.  While 
we  don't  restrict  ourselves  to  books  on 
business — we  also  especially  like  politics, 
social  issues,  and  science  and  technol- 
ogy— we  only  rarely  review  fiction. 

And  even  among  business  books,  we 
draw  some  lines.  How-tos  generally 
aren't  our  thing,  be  they  how  to  beat  the 
market,  how  to  organize  your  time,  or 
how  to  charm  your  boss.  Those  nitty- 
gritty,  hands-on  manufacturing  guides, 
their  titles  laden  with  initials — TQM,  TPM, 
S.MEE) — unquestionably  have  their  place. 
It  just  isn't  here.  Our  prejudice  is  to- 
ward the  business  book  that  is  a  good 
read  and  of  broad  general  interest.  That 
can  be  a  corporate  saga,  an  analysis  of 
an  issue,  an  overview  of  an  industry,  a 
history,  even  the  occasional  lively  refer- 
ence book.  From  such  works,  we  have 
selected  the  best  business  books  of  1992. 

Among  the  coi-porate  tales  BUSINESS 
WEEK  reviewers  liked  best  this  year  is 
Richard  M.  Clurman's  account  of  the 
Time  Warner  merger,  To  The  End  of 
Time:  The  Seduction  and  Conquest  of 
a  Media  Empire  (Simon  &  Schuster). 
Clurman,  a  25-year  Time  Inc.  veteran 
and  one-time  chief  of  correspondents  at 
i;-r}e.  doesn't  hide  his  bias.  His  love  for 
thi  'lid  Time  Inc.  and  his  contempt  for 
Wai  ■>•  boss  Steven  J.  Ross  and  all  he 
has  V  '  lught  permeate  his  book. 

"Clu    an's  thesis  is  that  Ross  ro- 
manced   -ne  into  making  what  amount- 
ed to  i      deal  of  the  century  for 
Warner,"      en-ed  our  reviewer.  Media 
Editor  Mai    '.tndler.  Time's  exec  itives 
and  directoi      .s  Clurman  tells  it,  be- 
rrayed  an  as      -hing  lack  of  curiosit\' 
"tout  Ross,  \       only  2  of  12  board 
■^bers  bothei       o  meet  with  him  be- 
'Tning  off  '       e  merger.  Landler 
still  lui.  -s  for  the  o    •  that  plumbs  the 
attributv   that  make        "a  sav\n,' deal- 
... -  er,  !j:  dia  visionary    nd  ever\-body's 
:;r\  .  ite  dinner  partner.    But  Clurman's 


account  of  the  stop-and- 
go  merger  talks,  enliv- 
ened by  details  gleaned 
from   his   many  inside 


contacts,  is  engrossing. 
Here's  the  definitive  ac- 
count, so  far,  of  this 
most  fascinating  of  the 
'80s  deals. 

In  Merchants  of 
Debt:  KKR  and  the 
Mortgaging  of  Ameri- 
can Business  (Basic 
Books),  George  Anders 
of  The  Wall  Street 
Journal  explores  not 
just  Kohlberg  Kravis 
Roberts  &  Co.  but  also 
the  impact  of  the  lever- 
aged buyout  deals  it 
popularized.  Reviewer 
Anthony  Bianco  found 
the  book  well-re- 
searched, fair-minded, 
and  thorough  in  its  his- 
tory of  transactions. 

Discussing  the  S26.4 
billion  buyout  of  R.JR 
Nabisco  Inc.,  "Anders 
goes  beyond  what  has 
been  previously  pub- 
lished," Bianco  wrote, 
with  his  convincing  as- 
sertion that  rjr's  post- 
deal  crises  pushed  KKR 
close  to  ruin.  Leveraged 
buyouts  in  general  An- 
ders terms  "one  of  the 
most  profoundly  undem- 
ocratic ventures  the 
United  States  had  ever 
seen."  Their  only  lasting 
impact,  he  says,  was  to 
shift  wealth  from  the 
mass  of  corporate  em- 
ployees to  a  managerial 
elite  allied  with  Wall 
Street. 

Bianco  faulted  An- 
ders for  shying  from  sharp  judgments 
and  for  failing  to  delve  deeply  into  the 
motivations  and  character  of  kkr's  deal- 
makers.  But  Anders  won  unparalleled 
access  to  Henry  Kravis  and  his  cousin 
and  partner,  George  Roberts,  Bianco 
noted.  Crediting  Anders  with  "devastat- 
ing reportage,"  Bianco  said,  "His  ex- 
haustively researched  book  provides  the 
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closest  look  yet  at  K 
inner  workings." 

James  Grant  end 
ored  to  put  such 
phenomena  as  LBOs 
junk  bonds  in  histo: 
context  in  his  Mone 
the  Mind:  Borrou 
and  Lending  in  An 
ca  from  the  Civil 
to  Michael  Milken  ( 
rar  Straus  Giro 
Grant,  editor  of  Gra 
Interest  Rate  Obsei 
shows  that  the  reck 
ness  of  the  decade  " 
not  aberrant  beha 
but  part  of  a  trad 
hailing  back  a  cen 
or  more,"  observed 
sociate  Editor  Jef: 
M.  Laderman  in  his 
view.  Grant  sees  tht 
cesses  of  the  '80s  ; 
manifestation  of  a 
market  in  credit.  S 
markets  occur  per 
cally,  he  says,  and  i 
itably  lead  to  borrov 
for  ever  more  spec 
tive  purposes. 

Grant  documt 
how,  since  the  mid- 
century,  succeec 
generations  of  lem 
and  investors  h 
tripped  themselves 
He  does  not  neglect 
government's  influe 
The  "democratizatio 
credit"  has  gone  too 
he  argues,  when  an\ 
can  get  a  credit  c 
vanquish  debts  thro 
a  bankruptcy  proc 
ing,  and  run  up  di 
anew.  He  also  atti 
the  "socialization 
risk."  arguing  that 
eral  deposit  insura 
has  made  depositors 
different  to  banks' 
nancial  health. 

The  normally  w 
Grant  has  researc 
this  material  so  pa 
takingly  and  d( 
mented  it  so  mel 
lously  that 
book  can  be  hard  to  read.  Laden 
said.  But  in  the  chapters  covering  rec 
times,  the  pace  picks  up.  Money  of 
Mind.  Laderman  concluded,  "should 
required  reading  for  bankers  and  b 
investors." 

A  superb  business  historj'  is  Ho 
stead:  The  Glory  and  Tragedy  of 
American  Steel  Town  (Times  Books^ 
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BYCUTHNG  YOUR  BEARD 
BELOW  THE  SKIN,NOREU;0  RAISES 
THE  STANDARDS  OF  SHAVING. 


It  sounds  incredible. 

But  that's  because  it  is. 
Norelco"  can  actually  shave  below 
skin  level  in  complete  comfort. 

How  is  this  possible? 


Razor  combs  Lifter  notches 

quickly  direct  into  hair  and 

hair  to  the  "Lift  lifts  it  up. 
and  Cut" system. 


Blade  cuts 
lifted  hair  which 
drops  back 
below  skin  level. 


With  Norelco  s  patented 
Lift  and  Cut!!,  system,  a  precision 
lifter  in  front  of  the  blade  notches 
into  the  hair  and  lifts  it  up.  After 
a  blade  cuts  it,  the  hair  shaft  can 
actually  drop  below  skin  level. 

The  result  is  an  incredibly  close  shave.  And  since 
the  blades  don't  touch  your  face, 
you're  also  rewarded  with  a  com- 
fortable shave. 

This  comfort  is  made  more 
exceptional  with  floating  heads. 
They  glide  over  your  face,  effort- 
lessly following  every  curve  and  contour. 

Put  the  Norelco  razor  to  the  test.  And  experience 
the  highest  standards  of  shaving  for  yourself. 

CjNoreicO' 
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Floating  heads  move 
up  and  down  to  hug  the 
contours  of  your  face. 


William  Serrin,  a  former  labor  writer  for 
The  New  York  Times.  Ostensibly,  it's 
the  tale  of  Homestead,  Pa.,  home  of  the 
famous  mill  that  made  steel  for  the  Em- 
pire State  Building  and  World  War  II 
battleships,  and  one  of  the  many  towns 
outside  Pittsburgh  that  thrived  and  died 
with  the  U.  S.  steel  industry.  But  the 
book  is  more  than  that,  wrote  our  re- 
viewer. Hardy  Green:  "Serrin's  nostalgic 
history  of  Homestead  is  wrapped  around 
an  account  of  the  making  of  U.  S.  Steel 
Corp.  and  its  partner  in  production,  the 
United  Steelworkers  of  America.  Indeed, 
the  vivid  depiction  of  the  growth  of  the 
company  and  the  union — and  the  com- 
fort and  complacency  that  undid  them — 
is  Serrin's  real  achievement." 

While  many  of  the  anecdotes  compris- 
ing that  larger  story  have  been  told  be- 
fore, Serrin  relates  them  with  fresh  de- 
tail and  drama.  He  also  draws 
compelling  biographies  of  U.  S.  Steel's 
successive  chieftains,  including  Andrew 
Carnegie,  and  their  varying  approaches 
to  industrial  relations.- 

By  the  19i50s  and  '60s,  as  Serrin  tells 
it,  company  and  union  leaders  alike  were 
niiieU  in  st^]i-inuuig,ciiLt?,  diiu  wuikcxsi 
were  following  suit.  Innovation  was  ig- 
nored, quality  suffered,  waste  was  huge, 

and  pay  was  high.  The  mills  closed  and 
were  dismantled  in  the  late  1980s,  and 
U.  S.  Steel  is  now  usx  Corp.  Here's  why 
Homestead  is  bec6ming  a  ghost  town. 

There's  history,  too,  in  Baseball  and 
Billions:  A  Probing  Loo/x-  Inside  the 
Big  Business  of  Our  National  Pastime 
by  Smith  College  economics  Professor 
Andrew  Zimbalist  (Basic  Books).  But 
more  impressive  than  the  overview  that 
opens  the  book  is  Zimbalist's  discussion 
of  baseball  economics.  "Although  own- 
ers and  officials  in  Major  League  Base- 
ball's central  office  treat  their  financial 
statements  like  state  secrets,  Zimbalist 
has  gathered  hard  data  on  stadium  reve- 
nues, local  TV  deals,  and  merchandising 
money,"  wrote  Sports  Business  Editor 
Harris  Collingwood.  "What  he  discov- 
ered is  eye-popping."  Example:  Average 
team  revenues  went  from  $5.7  million  a 
year  in  1970  to  $58  million  in  1991. 

Zimbalist  manages  a  coherent,  con- 
vincing discussion  of  profitability,  said 
Collingwood,  despite  owners'  tendency 
to  post  sorry  results  even  in  banner 
years — in  part  to  turn  public  opinion 
against  highly  paid  players.  "What  Zim- 

UaHoLo    UUUK   UcIUUIioLl  ctLco          LIlclL  UWil 

ers'   greed,   pettiness,   and  arrogance 
have  featured  prominently  in  the  sport's 

landscape  almost  as  long  as  pitcht 
duels  and  well-turned  double  plays." 

The  Japanese — their  culture  and  t? 
business  practices — remained  a  pro 
nent  theme  in  business  books  throi 
1992.  (And  not  just  business  books:  T 
was  the  year  of  Michael  Crichton's 
markably  polemical  thriller,  Risi 
Su)i.)  The  competitive  threat  posed 
Germany  appears  to  be  gaining  groi 
as  a  topic.  One  of  the  year's  best  bo 
blends  these  concerns  and  explores 
increasingly   popular   notion  that 
U.  S.  is  at  a  disadvantage  in  its  comp 
tion  with  these  and  other  global  riv 
because  the  U.  S.  approach  to  educat 
and  worker  training  is  interior. 

Global  competition  requires  qual 
service,  and  speed,  observe  former 
bor  Secretary  Ray  Marshall  and  thi 
tanker  Marc  Tucker  in  Thinking  fo 
Living:  Education  and  the  Wealth 
Nations  (Basic  Books).  Workers  at 
point  of  production  must  be  able  to  th 
and  act  for  themselves.  But  the  U.  S. 
failed  to  develop  a  coherent  high-sk 
strategy,  as  have  Germany  and  Jap 
Our  frontline  workers,  the  authors  s 

"r>T M \7  nA  t 1  Ail qI"  q U'  1 1  lpn  'i  m att o'  t nriQf 

all  major  industrial  countries." 
To  extend  post-high-school  educat 
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[arshull  and  Tucker  call  for  a  national 
mployniont  and  training  board  to  set 
road  labor-market  policies.  Local 
oards  would  adapt  these  policies  and 
uild  training,  apprenticeship,  and  eni- 
loyment  systems  around  community 
)lleges  and  vocational  schools. 

Workplace  Editor  Aaron  Bernstein 
idges  this  the  best  book  yet  on  the 
lucational  aspect  of  global  competition, 
resident-elect  Bill  Clinton  drew  many 
■  his  training-program  ideas  from  theo- 
es  espoused  by  Marshall  and  Tucker. 

The  Overujorked  American:  The  Un- 
•pected  Decline  of  Leisure,  by  Juliet  B. 
;hor  (Basic  Books),  takes  up  another 
sue  involving  the  U.  S.  labor  force. 
;hor,  an  economics  professor  at  Har- 
u*d  University,  says  that,  contrary  to 
;pectations,  and  reversing  a  century- 
ng  trend,  the  average  American  works 
ore  hours  today  than  20  years  ago. 
)oking  at  patterns  in  both  housework 
id  paid  work,  she  concludes  that  hours 
ive  grown  by  the  equivalent  of  one 
onth  per  year.  "Other  writers  have 
•unded  the  theme  of  an  increasingly 
irried  population — and  some  have  dis- 
ited  it,"  noted  reviewer  Troy  Segal, 
ISINESS  week's  social  issues  editor. 
)nt  Schor . . .  backs  it  up  in  effectively 
ipirical — and  alarming — terms. ' ' 
Schor  blames  the  work  crunch  on 


w9ill  Clinton  drew 
on  many  of  the  ideas 
espoused  in  Thinking 
for  a  Living,  such  as 
apprentice  programs 


technology,  which  has  increased  expecta- 
tions about  what  we  can  produce;  em- 
ployers' strong  preference  for  longer 
hours;  the  addictive  nature  of  consump- 
tion, which  traps  people  in  a  work-and- 
spend  cycle;  and  tough  economic  times. 

Schor  calls  for  giving  white-collar 
workers  a  defined  workday  and  paying 
them  overtime — if  not  in  the  form  of 
money,  then  in  extra  hours  or  days  off. 
Her  statistical  analysis,  which  comes 
early,  is  heavy  going,  said  Segal.  "But 
bear  with  it:  The  Overworked  American 


becomes  a  fascinating  blend  of  social  ob- 
servation and  economic  theory." 

Rounding  out  our  choices  of  the  year's 
best  business  books  is  a  reference  work 
of  extraordinary  proportions.  The  New 
Palgrave  Dictionary  of  Money  and  Fi- 
nance, edited  by  Peter  Newman,  Mur- 
ray Milgate,  and  John  Eatwell  (Stockton 
Press),  is  a  business  buffs  bonanza. 
Just  published,  and  not  previously  re- 
viewed here,  it's  more  an  encyclopedia 
than  a  dictionary  in  the  conventional 
sense.  Its  three  volumes  contain  1,008 
articles  by  803  distinguished  authors  in- 
cluding economists,  journalists,  and 
working  executives.  The  entries  range 
from  "risk"  and  "float"  to  "vector  auto- 
regression  methods"  and  "Arrow-De- 
breu  model  of  general  equilibrium."  This 
monumental  work  is  descended  from  the 
famous  Dictionary  of  Political  Econo- 
my edited  by  R.  H.  Inglis  Palgrave  and 
first  published  in  1894.  According  to  Se- 
nior Editor  Chris  Welles,  it  neatly  bal- 
ances theory  with  practice,  opinion  with 
fact,  and  history  with  topicality — though 
some  essays  on  such  market-related  top- 
ics as  junk  bonds  are  already  verging  on 
obsolescence.  At  $595,  The  New  Pal- 
grave is  no  steal.  But  you  just  might 
decide  you  can't  live  without  it. 

BY  DENISE  DEMONG 
Detnoiig  edits  the  Books  section. 
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hould  save  you  considerable  time  and  aggravation) 
even  turn  themselves  off  when  you  forget  to. 
ct  our  basic  PC  3 10  copier  or  one  of  our  convenient, 
ic  feed  models— the  PC  330,  or  the  PC  330L 
m  copy  up  to  legal-size  documents. 
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OurComputei 
Tb  Outlast  Most  C 


Pick  up  a  paper  and  you'll  no  doubt 
read  about  another  PC  company  on 
the  brink  of  collapse.  Does  it  matter? 
Not  much.  Unless  you're  stuck  with  a 
computer  that's  out  of  commission 
from  a  company  that's  out  of  business. 

In  the  SO's,  it  seemed 
every  time  you  turned 
around  a  new  computer 
company  opened  up.  For 
a  while  it  looked  like  all 
you  needed  was  a  solder- 
ing iron,  a  toll-free  phone 
number  and  a  RO.  Bf)x  to 
^et  started. 

Those  (lavs  are  over. 
The  market  has  matured. 
Customers  are  demanding 
more.  And  clone  compa- 
nies are  faced  with  an  ualy 
reality:  the  less  \c)u  know- 
about  makin^J  computers, 


the  less  likely  you're  goin^ 
to  be  successful  at  it. 

Writers  in  the  press  and 
Hnancial  analysts  on  Wall 
Street  are  even  compiling 
lists  as  t(j  which  are  about 
to  cTo  under.  While  all  f)f 
these  involve  an  amount 
of  speculation  on  the  part 
of  their  authf)rs,  vou  may 


be  surprised  to  learn 
many  of  the  larger  cl 
companies  appear  on 
majority  of  them. 

It  is  not  a  questioi 
whether  it  will  happe 
is  only  a  question  of  w 

All  of  which  me 
that  choosing  the  ri 
computer  company 


C  1992  Oim|)a<|  Compulir  e .,rp.,rali.m  All  Righb.  Ri- 
(jf  Compaq  Computi-r  Curporalinn     I'roiluU  names  nii 
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lark  Oirite,  ProLinea.  Contura.  an<i  PnjSignia  arc  tia 
respeitive  companies.  •Computer  Reseller  News, 


RE  ENGFNEERED 
PUTER  COMR\NIES. 


ime  e\'ery  bit  as  impor- 
as  choosing  the  right 
puter.  It  is  no  longer 
igh  to  compare  price, 
luct  specs,  service  and 
lort  and  then  come  to 
decision. 

fter  all,  a  company  can 
nise  all  of  the  service 
support  in  the  world 


and  it  won't  much  matter 
it  their  toll-free  line  has 
been  disconnected. 

Which  is  whv,  as  one 
leading  trade  publication 
puts  it,  "Planning  ahead 
for  more  COMPAQ  sys- 
tems has  rarely  looked 
more  prudent."* 

Because  not  only  are 


our  computers  some  of 
the  best  designed  and 
best  engineered  in  the 
world,  we're  also  success- 
fully positioned  for  the 
future,  hi  fact,  the  introduc- 
tions  of  our  affordable 
computers  -  the  COMPAQ 
ProLinea,  DESKPRO/i, 
Centura  and  ProSignia— 
were  the  most  successful 
in  our  company's  history. 

So  next  time  vou  con- 
sider buying  a  PC  or  PC 
Server,  consider  COMPAQ. 
That  way  you'll  get  a  com- 
puter that  you  can  count 
on.  From  a  companv  that 
you  can  count  on. 

For  more  information, 
call  1-800-345-1518  in 
the  U.S.,  and  in  Canada, 
call  1-800-263-5868. 


W  ith  their  current  credit  and  cash 
jlow  problems,  buying  computers  from 
jmancially  vulnerable  clone  companies 
has  become  something  of  a  gamble. 


rhough  this  one's  on  display  m  our 
Houston  ojjices,  some  oj  the Jirst 
COMPAilPCs  are  still  being  used. 
Obviously,  our  PCs  are  designed  to  be 
around  a  long  time.  So  is  the  company. 


mic  ViewDoint 


CLINTON  HAS  TO  ZERO  IN  ON 
THE  GIOBAI  ECONOMY 


BY  ROBERT  KUHNER 


A  huge  international 
recovery  program  is 
needed,  and  only  the 
U.S.  can  provide  the 
leadership.  But  we 
must  avoid 
injecting  simplistic 
laissez-faire  into 
former  command 
economies.  That  will 
produce  only  chaos 


ROBERT  KUnNER  IS  CO-EDITOR  OF  THE 
AMERICAN  PROSPECT  AND  AUTHOR 
OF  THE  END  OF  LAISSEZ-FAIRE 


It's  time  to  change  that  famous  sign  on  the 
wall  of  Clinton  headquarters  to  read:  "The 
intvrnational  economy,  stupid."  While  much 
of  the  economic  deliate  between  now  and  Jan. 
20  will  properly  center  on  domestic  issues- 
how  much  fiscal  stimulus  and  what  kind,  how 
much  deficit  reduction  and  how  fast— the  deep- 
er economic  crisis  that  will  confront  the  new 
President  will  be  international. 

The  world's  other  great  economic  powers 
are  now  suffering  from  slow  gi'owth  and  polit- 
ical frustration.  Every  other  member  of  the 
(iroup  of  Seven— Germany,  Japan,  France, 
Itrilaiii,  Italy,  and  Canada— has  a  weakened 
government  and  no  capacity  for  economic  lead- 
ership. Germany,  once  the  steward  of  Europe- 
an union,  is  today  consumed  with  Eastern 
woes  and  racist  ghosts.  High  German  interest 
rates  have  all  but  wrecked  the  European  Mon- 
etary System. 

For  a  decade,  the  EMS  was  a  mini-Bretton 
Woods  system  of  relatively  stalile  currencies 
on  one  continent  and  the  logical  i)recursor  to  a 
single  European  currency.  If  European  cur- 
rencies held  value  I'elative  to  each  other,  that 
made  it  easier  foi'  entrepr-eneurs  to  treat  the 
Continent  as  a  single  market.  But  the  ai)olition 
of  capital  controls  prior  to  the  completion  of 
monetary  union,  coupled  with  Germany's  bout 
of  introversion  and  tight  money,  has  invited 
speculation,  depressed  investment,  and  de- 
railed the  whole  system.  French  anxiety  about 
unmanaged  agriculture,  meanwhile,  is  spoil- 
ing the  General  Agreement  on  Tariffs  & 
Trade,  and  Britain's  decrepit  Tory  Cabinet 
can't  govern. 

HARD  STRADDLE.  As  foi"  Japan,  its  postwar  po- 
litical system  is  unraveling,  and  with  it  the 
Jaj)anese  economic  miracle.  The  Japanese,  who 
long  benefited  from  a  highly  managed  econo- 
my, have  l)een  pushed  halfway  toward  a  free- 
market  economy.  But  they  can't  bring  them- 
selves to  go  all  the  way,  and  the  straddle  is 
becoming  unbearable.  Their  stock  market, 
buoyed  by  limited  trading  and  artificially  de- 
pressed interest  rates,  has  Ijeen  tumbling  as 
rates  move  upward  to  global  levels  and  in- 
vestors act  more  like  si:)eculators.  But  since  so 
much  (jf  Japan's  wealth  has  been  based  on  in- 
flated stock  and  land  prices,  the  government 
can't  quite  let  the  market  rule.  Exports  have 
long  been  Japan's  safety  valve,  but  with  slow 
global  growth,  that  release  is  ending. 

The  former  Soviet  Union  is,  of  course,  an 
economic  catastrophe.  So  are  most  of  its  for- 
mer satellites.  The  Bush  Administration  took 
full— some  would  say  fulsome— credit  for  the 
collapse  of  Bolshevism  but  then  turned  its 
back  on  the  economic  aftermath.  With  the  end 
of  totalitarianism,  ethnic  hatreds  in  the  Bal- 


kans and  elsewhere  would  have  risen  anyv 
l)ut  economic  depression  makes  them  t 
much  more  intense.  Neo-Nazism,  likewise,  ' 
a  risk  in  Eastern  Germany,  but  30%  un- 
ployment,  coupled  with  a  flow  of  econo 
refugees,  fans  the  flames. 

What's  needed  is  a  massive  global  recov 
pi'ogram- one  that  only  American  leaders 
can  provide.  Still,  while  privatization  can  1 
shake  loose  the  cobwebs  of  former  comm 
economies,  simplistic  laissez-faire  will  prod 
only  chaos.  The  Clinton  Administration  she 
study  the  contrast  between  the  postwar  p 
ods  of  World  Wars  I  and  II.  In  the  first  c; 
the  U.  S.  withdrew  and  the  global  econc 
spun  into  depression,  financial  chaos,  and 
other  war.  In  the  second  case,  having  lear 
from  history,  having  embraced  economic  n 
agement,  and  worried  about  the  Red  Ar 
the  U.  S.  moved  boldly.  The  result  was  a  qi 
ter  century  of  stability  and  prosperity. 
BOLD  PLAN.  For  starters,  the  Clinton  Admi 
tration  should  revive  the  G-7.  Under  Treas 
Secretary  James  A.  Baker,  the  G-7  mec 
nism  made  a  promising  start,  enlisting 
major  economies  to  pull  in  the  same  dii 
tion.  After  Baker  left  Treasury  in  1988, 
G-7  languished.  Clinton  needs  to  revive  it 
win  a  joint  commitment  for  currency  mam 
ment,  lower  interest  rates,  and  sustaii 
growth. 

Second,  the  new  Administration  sho 
sponsor  a  Western  commitment— of  Mars 
Plan  pro{)ortions— to  recovery  in  the  fori 
communist  world.  Only  if  the  West  puts  s 
OTIS  resources  on  the  table  will  the  East  Ix 
a  serious  planning  process  to  complete 
shift  from  a  command  to  a  mixed  econo: 
This  commitment  needn't  burden  the  U 
taxpayer  unduly.  If  the  World  Bank  and 
International  Monetary  Fund  are  restorec 
the  role  envisioned  when  they  were  foundec 
Bretton  Woods— as  agents  of  growth  rat 
than  austerity— they  can  be  authorized  to  ( 
ate  new  credits  to  finance  redevelopment 
the  East.  The  creation  of  credit  to  reviv 
moribund  economy  needn't  be  inflationary 

Third,  let's  wrap  up  the  GATT  round 
abandon  the  premise  that  the  only  good  re( 
is  perfectly  free  trade.  Most  other  capita 
nations  want  a  managed  brand  of  capitali; 
not  laissez-faire.  They  use  development  i 
technology  subsidies,  business-governm 
partnerships,  and  a  degree  of  managed  agri 
ture  to  protect  farmers  from  periodic  ba 
ruptcy.  If  a  mixed  economy  is  so  toxic,  v 
did  it  work  so  brilliantly  in  the  quarter  cer 
ry  after  World  War  II?  The  need  is  for  c< 
mon  rules,  but  not  necessarily  those  of  Ad 
Smith. 
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PRODUCTIVITY:  THE 
U.S.  REMAINS  LEADER 
or  THE  PACK... 


THE  WORLDWIDE  SHIFT 
TOWARD  SERVICES 
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■  GROWTH  IN  SERVICE  SHARE  SINCE  1965 
75  


60- 


45- 


U.S.  CANADA  JAPAN  WEST  BRITAIN  FRANCE  ITALY 
A  PERCENT  GERMANY       1988  COMPARATIVE  DATA 

DATA:  C,V  STARR  CENTER  FOR  APPLIED  ECONOMICS,  NEW  VORK  UNIVERSITY 


ity  growth  rate  is  now  only  slightly  fast- 
er than  the  U.  S.  pace,  which  has  re- 
cently i)icked  up  considerable  steam. 

Meanwhile,  the  focus  is  shifting  to 
service-sector  productivity.  Over  70%  of 
U.  S.  jol)s  are  now  in  services,  the  larg- 
est share  of  any  nation.  But  as  the  chart 
shows,  service  jobs  in  recent  decades 
have  been  growing  even  faster  over- 
seas. "Rapid  growth  in  manufacturing 
productivity,"  notes  Baumol,  "is  reducing 
the  share  of  the  lal)or  force  needed  to 
meet  the  demand  for  manufactured 
goods  and  driving  workers  all  over  the 
industrial  world  to  the  services." 

Fortunately,  the  U.  S.  appears  to  l)e 
I'ven  further  ahead  of  the  pack  in  ser- 
'.'icv-sectoi'  pi'oductivity.  Although  meas- 


ured growth  in  U.  S.  services  produc- 
tivity has  been  sluggish  since  the  early 
1970s,  it  still  seems  to  have  been  consid- 
erably faster-  than  in  other  nations.  In 
fact,  a  recent  McKinsey  &  Co.  analysis 
of  productivity  in  five  service  industries 
in  the  U.  S.,  Germany,  Japan,  France, 
and  Britain  concluded  that  the  U.  S.  lev- 
els are  generally  substantially  higher. 

That,  of  course,  doesn't  mean  the 
U.  S.  can  afford  to  sit  on  its  hands.  The 
global  shift  to  services,  observes  Bau- 
mol, is  predominantly  to  the  burgeoning 
information  industries,  and  other  nations 
want  in  on  the  action.  "Technological  ad- 
vances in  services  can  move  across 
oceans  as  rapidly  as  they  have  in  manu- 
facturing," he  warns. 


...WHILE  NEW  GAINS 
SEEM  TO  BE 

fUELING  THE  RECOVERY 

Most  of  the  analysis  aliove  is  based 
on  long-term  trends.  But  the  most 
i-emarkal)le  aspect  of  America's  produc- 
tivity performance,  says  economist  Wil- 
liam C.  Melton  of  ids  Financial  Services 
Inc.,  has  come  in  the  1990s.  "The  past 
six  ciuarters,"  he  notes,  "represent  the 
first  recovery  period  on  I'ecord  in  which 
productivity  growth  alone  brought  the 
economy  past  its  prerecession  jjeak." 

With  third-ciuarter  productivity 
growth  estimated  at  a  3%  annual  rate, 
the  data  now  show  that  nonfarm  pri- 
vate output  rose  by  2.9%  in  the  past 
six  cjuarters,  as  productivity  or  output 
per  hour  jumped  3.9%  and  hours  worked 
actually  contracted.  Indeed,  the  U.  S. 
this  year  seems  likely  to  post  its  largest 
productivity  gain  since  197(3. 

What's  more,  services  productivity  is 
on  the  upswing  for  the  first  time  since 
the  196()s.  Melton  notes  that  output  per 
hour  in  the  service  sector  appears  to 
have  risen  at  a  2%  pace  in  the  past  six 
fjuarters,  more  than  double  its  rate  in 
recent  decades.  "The  trend."  he  says, 
"bodes  well  for  U.  S.  competitiveness 
and  for  the  services  trade  surplus,  which 
is  running  at  a  $70  liillion  clip  this  year." 


GOLDEN  PARACHUTISTS 
ARE  SLOW  TO 
PULL  THE  RIP  CORD 

Are  golden  parachutes,  as  critics 
have  charged,  an  outrageous  ploy 
by  top  executives  to  enrich  themselves 
at  the  expense  of  shareholders  in  the 
event  of  a  takeover?  Or  are  they,  as 
management  has  argued,  a  device  to 
protect  shareholder  interests  by  encour- 


aging executives  to  act  as  honest  br 
kers  during  takeover  bids  rather  th; 
resist  bids  just  to  protect  their  jobs? 

Neither  may  be  the  case,  report  He 
bir  Singh  of  the  University  of  Penns; 
vania's  Wharton  School  and  Albert  . 
Cannella  Jr.  of  Texas  A&M  Universil 
Rather,  golden  parachutes  seem  to  1 
mainly  an  incentive  to  improve  executi 
and  corporate  performance. 

In  an  analysis  of  70  corporate  tak 
overs  in  the  1980s,  the  two  researche 
found  that  executives  with  golden  pai 
chutes  were  significantly  more  likely 
stay  on  the  job  in  acqLiired  companies 
the  years  immediately  following  a  tak 
over  than  those  who  had  no  such  de; 
"Since  it's  up  to  the  acquiring  compai 
whether  an  executive  is  retained,"  sa 
Canella,  "it's  clear  that  the  new  people 
charge  valued  executives  with  goldi 
parachutes,  and  it's  also  clear  that  su 
executives  weren't  simply  interested 
enriching  themselves  by  jumping  shif 

In  sum,  say  Singh  and  Canella,  gold' 
parachutes  appear  to  be  a  way  of  i 
ducing  managers  to  pursue  long-n 
profitable  strategies  for  their  companic 
without  fear  of  losing  their  jobs. 


THE  'CLINTON  EFFECT' 
COULD  SHAVE  NEXT 
YEAR'S  FEDERAL  DEFICIT 

In  late  1986,  when  tax-reform  legis] 
tion  raised  the  capital-gains  tax  rat 
taxpayers  reacted  by  unleashing  a  tic 
wave  of  asset  sales  to  take  advantage 
the  lower  tax  rate  that  was  about 
expire.  As  a  result,  the  tax  take  on  ca 
ital  gains  soared  by  as  much  as  $30  b 
lion  in  eai-ly  1987.  helping  to  cut  the  d( 
icit  that  year. 

Now,  speculation  is  focusing  on  a  sii 
ilar  "Clinton  effect"  early  next  year.  E 
cause  tax  rates  on  high-income  Individ 
als  are  likely  to  be  raised,  financi 
advisers  have  been  telling  their  custoi 
ers  to  push  income  into  1992.  Mea 
while,  high  corporate  executives  are  sa 
to  be  exercising  stock  options  for  simil 
reasons,  and  a  number  of  compani 
have  unveiled  plans  to  pay  bonuses 
December  rather  than  early  in  1993. 

No  one  expects  anything  like  the  191 
tax  bonanza.  But  any  one-time  jump 
receipts  would  improve  the  1993  bu 
get  picture  (at  the  expense  of  lat 
years  I.  At  the  least,  a  "Clinton  effect" 
likely  to  cut  the  Treasury's  borrowii 
needs  in  next  year's  second  quartf 
when  such  needs  are  expected  to  he  r 
duced  anyhow  loecause  lower  withholdii 
rules  put  into  effect  in  1992  promise 
cut  tax  I'efunds  in  early  1993  by  an  e 
timated  $20  billion. 


Don't  sell  the  1'.  S.  economy  short. 
It  may  ha\e  suffered  through  a 
painful  I'ecession.  hut  its  current  growth 
pi'osjjects  seem  far  brighter  than  those 
of  its  industrial  rivals  overseas.  More 
imi)ortant,  in  the  critical  area  of  pro- 
ductivity—whether one  looks  at  manufac- 
tiu'ing  or  services— it  still  maintains  a 
commanding  lead.  That's  the  assessment 
of  William  J.  Baumol  and  Edward  N. 
Wolff  of  New  York  University's  C.V. 
Stan-  Center  for  Applied  Economics. 

In  the  factory  sector,  for  example, 
the  two  economists  note  that,  while  a 
number  of  countries  such  as  Germany 
and  Japan  were  rapidly  gaining  on  the 
U.  S.  in  the  earlier  postwar  period,  the 
latest  data  indicate  that  Germany's 
growth  rate  has  been  lower  than  Amer- 
ica's for  some  15  years.  And  Japan's 
once  far-higher  manufacturing-pi'oductiv- 
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Now  there's  a  way 

to  untangle  your 
global  network. 


Outsource  it. 


Outsourcing  with  Syncordia  frees 
you  to  manage  your  own  business. 

To  remain  competitive  in  today's  global  marl<et,  you 
can't  afford  to  get  all  tangled  up  in  a  global  communi- 
cations network.  You  can't  waste  time  wandering  through 
a  maze  of  regulatory  barriers. 

Mastering  the  increasing  complexity  of  global 
information  technology  is  a  full-time  job;  so  you  need  a 
full-time  partner. 

Outsourcing  witli  Syncordia  lets  you  do 
what  you  do  best. 

Syncordia  has  a  better  way  to  manage  your  global 
network.  Outsource  it  with  us. 

Outsourcing  gets  you  out  of  the  business  of  building 
and  managing  global  networks  and  allows  you  to  redeploy 
people  and  assets  against  the  business  your  company  was 
formed  to  pursue  in  the  first  place.  And  you  won't  have 
to  worry  about  navigating  the  shifting  tides  of  telecom 
regulations.  That's  our  business. 

With  us  as  your  partner,  managing  complex  global 
networks  isn't  so  complex,  because  that's  the  business  we 
were  formed  to  pursue. 

Most  important,  to  us,  partnership  means  pursuing 
opportunities,  not  just  solving  problems.  We'll  make  it  our 
business  to  know  your  business  and  help  you  use  informa- 
tion technology  to  get  an  edge  over 
the  competition. 


We're  part  of  bt. 

Syncordia  is  the  first  company  built  from  the  ground 
up  to  provide  global  network  outsourcing  solutions. 

We  are  part  of  BT  (British  Telecom),  one  of  the  world's 
largest  and  most  advanced  telecommunications  com- 
panies. So  we  have  access  to  the  worldwide  resources, 
technical  prowess  and  local  market  knowledge  of  our 
parent  company,  and  retain  the  entrepreneurial  agility  to 
customize  solutions  for  your  business 
Not  just  the  first,  but  the  finest. 
Syncordia  outsourcing  solutions  range  from  planning 
and  integration  through  procurement,  installation  and 
maintenance  to  the  operation  of  your  entire  network. 

In  all  cases,  we  guarantee  the  highest  level  of  customer 
service  through  Network  Control  Centers,  armed  with 
Concert™  network  management  software;  Customer 
Support  Centers,  staffed  with  multilingual,  multicultural 
managers;  and  Integrated  Single  Currency  Billing. 

The  Syncordia  Service  Level  Agreement  spells  out  every 
detail  of  what  you  can  expect  from  our  partnership.  It 
defines  the  shared  risks  and  rewards. 

Call  us,  before  your  competition  does. 
Outsourcing  your  global  communications  network 
takes  time.  And  teamwork.  All  the  more  reason  to  begin 
right  away.  Because  the  sooner  you  untangle  your  global 
network,  the  harder  your  network  will  work  for  you. 

For  more  information  on 
Syncordia,  in  the  U.S.  or  Canada, 
call  1-800-477-5555 


synCprdia 

Let  us  help  you  mind  your  business 


Syncordia  is  a  subsidiary  of  British  Telecommunications  pic  BT 


The  most  promising  new 
in  pharmaceuticals  isn^t 
drug.  If  s  a  company. 

Somewhere  out  on  the  far  frontiers  of  cancer  therapy,  hec 
disease,  viral  research,  and  diagnostic  imaging,  you'll  find  a  compa 
that  wasn't  a  major  factor  there  three  years  ago.  Sterling  Winthr 

In  a  mere  36  months,  we've  tripled  our  R&D  investme 
brought  new  products  to  market,  and  forged  partnerships  tl 
have  taken  us  from  37th  place  among  pharmaceutical 
companies  into  the  Top  20. 

How  did  we  transform  a  company  with  a  proud 
past  into  one  with  an  exciting  future? 

First,  by  unleashing  the  potential  of  our  people. 
Creating  winning  teams  in  a  new  worldwide  structure 
clearly  focused  on  pharmaceuticals  and  consumer  health  produc 

Second,  by  forming  an  innovative  international  alliance  wi 
Elf  Sanofi,  the  French  health-care  giant,  that  merged  our  bra 
power  and  capability,  but  not  our  balance  sheets. 


Third,  by  aggressively  managing  the  assets  we  have:  trusted 
harmaceutical  brands  such  as  Omnipaque,  Inocor  LV,Talwin  Nx, 
'anocrine,  and  Plaquenil.  Leading  over-the-counter  brands  such 
;  PhilHps'  milk  of  magnesia,  Panadol,  Midol,  and  Bayer. 

And  fourth,  by  not  stopping  there.  But  relentlessly  intro- 
ucing  new  products  and  product  improvements.  Over  35  in 
ist  the  last  twelve  months.  With  more  on  the  way. 

Today,  in  close  collaboration  with  Eastman  Kodak  research 
id  through  our  shared  commitment  to  health  care,  Sterling 


Inthrop  is  emerging  as  a  worldwide  force  in  both  pharma- 
iuticals  and  consumer  health  products. 

And,  in  an  industry  that  owes  its  future  to  seeking  and 
•eating  change,  that's  promising  news  indeed. 

Sterling  Winthrop  Inc.  is  a  subsidiary  of  the  Eastman  Kodak  Company.  '0 1992  Sterling  Winthrop 


introducing  the  first  watch 
you  can  wear  with 
a  wetsuit  and  tie. 


leai 


When  a  watch  Is  water  resistant  to  150  meters,  and  is  equipped  with  a  split-  ^^^^^^H-—^' 

second  chronograph,  rotating  elapsed-time  bezel,  countdown  timer  and  a 

stunning,  two-tone  stainless-steel  bracelet,  you  can  do  a  couple  of  things.  ^^(^J'XIZEN 

You  can  take  that  watch  to  town.  Or  hit  the  water  and  take  it  down. 


■92    Citizen  is  proud  to  have  been  selected  as  the  official  timer  of  America's  Cup  '92. 
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HIS  PRODUCTIVITY  SURGE 
lAY  LAST  FOR  YEARS 
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ow  can  the  economy  have  grown  at  an  annual 
rate  of  2.8%  so  far  this  year  without  any  increase 
in  private-sector  employment?  The  answer  is  pro- 
.•tiviLy.  Corporations  are  squeezing-  more  output  from 
;h  hour  that  employees  work.  That's  usually  the  case  in 
■ecovery,  but  this  time,  the  efficiency  gains  could  lead  to 
ninflationary  growth  for  years  to  come. 
The  much-hoped-for  productivity  revival  following  the 
iessions  of  the  early  1980s  faded  as  the  recovery  picked 
steam.  One  reason  was  demographics:  More  younger 
d  less-skilled  workers  entered  the  job  market.  More  im- 
rtant,  the  debt  explosion  inflated  economic  growth  and 
mped  up  payrolls,  particularly  in  the  service  sector, 
le  upturn  in  productivity  growth  early  in  that  recovery 
rned  out  to  be  just  a  flash  in  the  pan. 

This  time  could  be  different. 
Unlike  the  past  decade,  the  work 
force  is  now  older  and  more  ex- 
perienced. Also,  demand  is  now 
running  on  more  traditional  fuel, 
such  as  household  purchasing 
power  and  corporate  cash  flow. 
Compared  with  the  roaring  '80s, 
the  slower  pace  of  demand  is 
causing  payrolls  to  look  fat,  and 
many  companies  are  making  per- 
manent payroll  cuts  to  increase 
ficiency  and  competitiveness. 

The  gains  so  far  this  year  have  l)een  impressive.  The 
ibor  Dept.  recently  revised  the  third-quarter  advance  in 
oductivity  up  to  3%  from  2.6%  originally.  Even  modest 
owth  this  quarter  assures  that  output  per  hoiu-  in  1992 
ill  rise  at  the  fastest  pace  since  1975. 
Efforts  to  boost  efficiency  explain  the  sluggishness  in 
b  growth,  a  stark  contrast  to  the  buoyant  pace  in  past 
coveries  (chart).  Nonfarm  industries  added  105,000'  work- 
's to  their  payrolls  in  Noveml)er,  but  that  included 
1,000  temporary  election  workers  in  local  governments, 
xcluding  all  government,  private-sector  jobs  rose  by 
ily  45,000  last  month,  and  the  trend  remains  flat. 

CAPITAL  But  companies  aren't  just  eliminating  jobs. 
SPENDING  They  are  also  investing  heavily  in  pro- 
SURGES  ductivity-enhancing  equipment,  especial- 
AHEAD  ly  computers  and  other  information  pro- 

issors.  So  far  this  year,  capital  spending  on  equipment 
IS  risen  at  an  annual  rate  of  11.8%— the  fastest  three- 
larter  pace  in  eight  years.  And  spending  on  information- 
•Qcessing  equipment  has  soared  at  a  21.8%  pace. 
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The  combination  of  rising  investment  in  eciuipment  and 
leaner  payrolls  heightens  the  chances  for  a  lasting  upswing 
in  productivity  gi'owth.  The  numbers  suggest  that  compa- 
nies are  making  long-term  substitutions  of  capital  for  la- 
bor. That  makes  sense.  Now,  as  in  no  other  time  in  past 
decades,  very  low  interest  rates  are  making  capital  look 
increasingly  cheap  relative  to  labor,  particularly  as  the  cost 
of  employee  benefits  continues  to  soar. 

If  productivity  is  indeed  shifting  to  a  higher  plane  over 
the  long  haul,  improved  efficiency  will  hold  down  the 
growth  of  unit  labor  costs,  a  key  determinant  of  inflation. 
During  the  past  year,  unit  costs  have  risen  at  the  second 
slowest  pace  in  27  years.  In  that  environment,  wages 
can  grow  a  bit  faster  without  pressuring  prices,  thus  lift- 
ing the  purchasing  power  of  hourly  pay.  Slowly  rising 
unit  labor  costs  also  mean  that  profit  margins  can  widen 
even  if  pricing  power  remains  weak. 

HOUSEHOLD  Right  now,  because  efforts  to  boost  pro- 
INCOMES  ductivity  are  retarding  job  growth,  the 
workweek  may  be  a  better  indicator  than 
PICKING  UP  jQ|-)g  Qf  i^Q^  ii^Q  economy  is  doing.  De- 
spite lackluster  employment  growth,  hours  worked  have 
risen  during  the  past  two  months,  in  line  with  the  better 
tone  of  much  of  the  other  economic  data  recently. 

In  November,  the  workweek  in  nonfarm  industries  rose 
to  34.7  hours,  following  an  increase  to  34.5  hours  in  Octo- 
ber ft'om  34.3  houi's  in  September.  The  November  reading 
was  the  highest  in  more  than  three  years. 

So  far  in  the  fourth  quartei'. 
total  work  time— a  coml:)inatioii 
of  employment  and  the  work- 
week—has grown  at  an  annual 
rate  of  about  3%  above  the  third- 
quarter  level.  That  suggests  that 
real  gross  domestic  product  is 
likely  to  post  a  good  advance  this 
quarter.  And  with  a  pickup  in 
hourly  pay,  household  incomes 
are  rising,  despite  weak  job 
growth. 

In  particular,  manufacturing  appears  to  be  gaining  some 
momentum.  Factories  stretched  out  their  woi'kweeks  in 
November,  to  41.3  hours,  up  from  41.1  hours  in  October 
and  40.9  hours  in  September  (chart).  The  November  lev- 
el matched  the  26-year  high  hit  earlier  this  year.  More- 
over, factories  added  35,000  workers  in  November,  the 
largest  increase  in  nearly  three  years.  The  long  workweek, 
combined  with  bigger  payrolls,  means  that  industrial  pro- 


FACTORY  EMPLOYEES 
WORK  LONGER  HOURS 

41 5  I  1 


41.0 


JAN  '91 
▲  HOURS  PER  WEEK 

DATA:  LABOR  DEPT. 


NOV  92 


BUSINESSWEEK/DECEMBER  21,  1992  23 


ness  Outloo 


(luction  probably  posted  a  strong  advance  last  month. 

One  of  the  the  most  telling  features  of  the  November 
job  data  was  the  scant  21,000  gain  in  employment  among 
private-sector  service  companies.  The  biggest  loser  was  re- 
tailing. It  did  not  add  as  many  workers  this  year  as  is  t,vi3- 
ical  at  this  time  of  year,  so  seasonally  adjusted  employ- 
ment dropped  by  K),0(X).  Service  companies,  which  account 
for  three  out  of  every  four  jobs,  were  the  l)iggest  hirers 
during  the  1980s.  Now,  they  are  striving  to  increase  their 
efficiency. 


MORE 
CASH, 
LESS 
CREDIT 


WAGE  GROWTH  MAY 
BE  PICKING  UP 
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In  addition  to  the  longer  workweek,  an- 
other upbeat  message  from  the  employ- 
ment report,  particularly  for  consumers, 
was  the  pickup  in  wage  growth.  In  fact, 
after  a  long  slide,  the  pace  of  hourly  pay  may  well  have 
hit  l)ottom  (chart).  Ti'ue,  the  speedup  is  faint.  But  wage 
gains  have  l)een  falling  for  nearly  four  years,  so  workers 
are  especially  encouraged  by  any  increase  in  pay. 

The  average  nonfarm  wage 
rose  0.6%  in  November,  to  $10.71 
per  hour.  After  smoothing  out 
monthly  fluctuations,  wage 
growth  has  picked  up  to  2.5% 
over  the  past  year,  slightly  bet- 
ter than  the  2.3%  posted  in  the 
summer. 

That  pickup,  plus  the  longer 
workweek,  means  workers  are 
taking  home  fatter  paychecks. 
Weekly  pay  for  all  nonfarm 
workers  jumped  1.1%.  in  November,  on  top  of  a  0.8%  gain 
in  October.  The  November  number  suggests  that  the 
wage-and-salary  com[)onent  of  personal  income  posted  a 
healthy  increase  last  month. 

But  the  recent  rise  in  wages  does  not  signal  any  resur- 
gence in  inflation.  Even  if  wages  continue  to  pick  up, 
productivity  increases  will  keep  unit  labor  costs  on  a 
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THE  SHRINKING 
BURDEN  OF  DEB1 


downward  track.  Unit  labor  costs  for  nonfarm  business 
were  up  by  just  0.5%  over  the  past  year— cjuite  a  turn! 
from  their  5.9%  pace  of  a  year  ago. 

What  the  wage  increase  does  signal,  however,  is  tl 
households  have  the  wherewithal  to  finance  their  h^ 
day  shopping.  The  first  few  weeks  of  the  season  seem 
have  gone  well.  Joluison  Redbook  Service,  published 
brokerage  Lynch,  Jones  &  Ryan  Inc.,  reports  that  st( 
sales  during  the  first  week  of  December  were  up  bj 
sturdy  0.9%  from  last  year  s  receipts. 

In  addition  to  the  rise  in  in- 
ccjme  growth,  consumer  spend- 
ing both  now  and  in  1993  will 
get  an  additional  lift  from  the 
reduction  of  household  debt  obli- 
gations. Consumer  installment 
credit  grew  by  a  tiny  $214  mil- 
lion in  October,  only  the  third 
time  this  year  that  consumers 
added  more  debt  than  they  paid 
off.  And  credit  outstanding  re- 
mains below  its  level  of  a  year 
ago,  a  pattern  that  began  in  mid- 1991. 

This  shrinkage  means  that  debt  is  less  of  a  drag  on  c 
sumers.  Installment  credit  as  a  percent  of  aftertax 
come  slipped  to  16.1%  in  October,  the  lowest  such  rs 
since  1985  (chart).  A  smaller  debt  load  means  that  hou 
holds  need  less  of  their  budgets  to  pay  off  old  lOUs,  i 
that  leaves  more  cash  for  spending.  However,  consum 
will  maintain  their  buying  pace  only  if  they  feel  the  rec 
pickup  in  jobs  is  sustainable  and  not  just  a  fluke. 

The  November  job  report  suggests  that  the  demand 
labor  is  inrleed  turning  the  corner.  For  the  near  term,  i 
nomic  growth  in  1993  promises  to  be  better  balanced 
tween  gains  in  efficiency  and  additions  to  payrolls.  P. 
over  the  long  haul,  the  economy  may  well  be  poised  fo 
best-of-all-worlds  scenario:  moderate  growth,  suljdued 
flation,  and  low  interest  rates. 
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BUSINESS  INVENTORIES 


Tucxdaij,  Dec.  15,  10  a.m. 
Inventories  held  i)y  manufacturers,  re- 
tailers, and  wholesalers  probably  fell  a 
bit  ill  (Jctober,  say  economists  surveyed 
by  McGraw-Hill  Inc.'s  MMS  International. 
If  so,  it  would  be  only  the  third  drop  in 
stock  levels  this  year,  though  inventories 
were  unchanged  in  Septemliei'.  Facto- 
ries have  already  reported  a  0.1%  de- 
cline i*^  their  October  stockpiles.  Busi- 
ness s;.'  .  likely  rose  0.2%  in  October, 
following     l..';"'r-  surge  in  September. 


HOUSING  STAk.S 


Wedne.'iday,  Dec.  16,  8:30  u.m. 

The  MMS  consensus  expects  that  housing 

starts  edged  up  to  an  annual  rate  of 


1.25  million  in  November,  from  1.23  mil- 
lion in  Octol)er.  However,  weak  new- 
home  buying  in  October,  higher  mort- 
gage rates,  and  a  decline  in  const  I'uct  ion 
jobs  last  month  suggest  that  homeijuild- 
ing  may  have  declined  in  November. 
Even  so,  housing  remains  one  of  the 
economy's  healthier  sectors. 

INDUSTRIAL  PRODUCTION  

Wednesdaii,  Dec.  Hi,  9:15  a.  in. 
Output  at  the  nation's  factories,  mines, 
and  utilities  should  post  a  solid  0.6% 
gain  for  November,  following  a  0.3%  rise 
in  October.  That's  suggested  by  the  in- 
creases in  factory  payrolls  and  work- 
week, especially  in  the  auto  industry. 
As  a  result,  the  MMS  report  forecasts 
that  the  capacity-utilization  rate  for  all 


industry  rose  to  78.8%  in  Noveml 
from  78.5%  in  October. 

MERCHANDISE  TRADE  DEFICIT 

Tliur.-^dai/,  Dec.  17,  8:30  a.ni. 
The  foreign  trade  deficit  probably  v 
ened  only  slightly  in  October,  to  5 
billion  from  $8.3  billion.  The  MMS  ecc 
mists   project   that   exports,  wh 
jumped  6.8%  in  September,  fell  back 
about  1%  in  the  following  month, 
ports  were  probably  little  changed 
October,  following  a  4%  increase.  ^ 
trade  deficit  has  widened  by  about 
billion  in  the  first  nine  months  of  1 
compared  with  a  year  ago.  The  upt 
in  the  U.  S.,  coupled  with  hurting  ecc 
mies  abroad,  suggests  that  the  tr; 
gap  will  deteriorate  further  in  1993. 
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The  new  HP  DeskJet  550C. 

*1,099. 

Great  things  happen  when  you  have 
a  DeskJet  55()C  ])rinter  from  Hewlett- 
I^ckard.  Because  it's  never  been  so 
easy  to  print  high-quality  black  and 
white.  And  brilliant  cokjn 

Tlie  DeskJet  550C  prints  true  black 
at       dots  per  inch.  Clean,  crisp  and 
sharp,  for  the  kind  of  professional 
p!  mt  quality  you  expect  from  HP 

F< )r  added  impact,  the  DeskJet  550C 
makes  it  easy  to  add  C(  )lor  to  your 
work.  The  black  and  color  cartridges 
are  built  in  and  work  together  Giving 
you  access  to  millions  of  stunning 
colons. 

You  can  get  an  HP  DeskJet  550C,  or 
a  DeskWriter  550C  for  the  Macintosh, 
for  a  suggested  list  price  of  just 
$1,099.*  So  if  you're  looking  for  an 
affordable  way  to  make  a  powerful 
mipression,  get  a  DeskJet  55()C  printer. 
Then  see  what  happens. 

For  another  cost-effective  way  to  get 
great -looking  black  and  white  and 
tolor,  the  HP  DeskJet  5000  and  the 
D(>skWi  iter  C  are  now  available  for  a 
low  price  of  just  $779.* 

Gall  1-800-552-8-500,  Ext.  7109  for 
the  name  of  the  authorized  HP  dealer 
ru^arest  yovij"  To  receive  information 
by  fax  call  1-800-333-1917,  choose  , 
HP  FIRST  document  * 9605i 


DeskJet  Printers 
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VERY  SLOW, 
VERY  STEADY 

CIINTON'S  ECONOMIC  PICKS  ARE  SOLID,  CAUTIOUS 


On  the  campaign  trail.  Bill  Clinton 
spent  half  his  time  promising  to 
revive  the  U.  S.  economy  l;»y 
l)00stirig  savings  and  investment.  He  de- 
voted the  rest  to  vowing  a  sweeping 
change  in  the  insular  way  that  Washing- 
ton does  business. 

With  his  first  round  of  economic  ap- 
pointments, the  President-elect  is  show- 
ing that  he's  deadly  serious  about  that 
first  promise.  But  Clinton  has  also  re- 
vealed that  he  is  comfortable  playing  the 
insider  and  that  his  notion  of  change 
may  prove  far  less  dramatic  than  his 
campaign  rhetoric. 

Fiscal  moderates  love  the  likely 
ch(jices  of  Senate  Finance  Committee 
Chairman  Lloyd  Bentsen  (D-Tex.)  as 
Treasury  Secretary  and  of  House  Bud- 
get Committee  Chairman  Leon  E.  Panet- 
ta  (D-Calif.)  as  head  of  the  Office  of 
Management  &  Budget.  "They  are  good 
appointments,  but  cautious,"  says  for- 
mer Congressional  Budget  Office  Direc- 
tor Rudolph  G.  Penner,  a  veteran  of  the 
Nixon  and  Ford  Administrations.  Liber- 
als will  land  some  top  Cabinet  jobs.  But 
the  steadfastly  middle-of-the-road  econ(.i- 
team  only  confirms  their  worst  fears; 
"The  left  has  been  totally  neutralized," 
says  (ini'  gleeful  New  Democrat. 
MORE  COMFORTABLE.  Even  as  he  was 
settling  on  his  to])  ap|)ointments,  Clinton 
has  l)een  quietly  nailing  down  his  eco- 
nomic agenda.  While  aides  are  still  un- 
certain about  the  strength  of  the  recov- 
ery, they  seem  more  confident  that  the 
U.  S.  has  moved  into  a  period  of  modest 
growth.  That,  they  hope,  will  allow  Clin- 
ton to  focus  on  his  farsighted  agenda  of 
public  and  private  investment  incentives 
coujjled  witli  long-term  deficit  reduction. 
The  short-term  stimulus  could  be  little 
more  than  .symbolic — a  modest  $25  bil- 
lion tax-and-spending  measure  that  will 
allow  Clinton  to  say  he  did  something 
about  the  slump. 

It's  no  coincidence  that  long-range 
goals  are  also  expected  to  dominate  Clin- 
ton's economic  summit,  set  for  Dec.  14- 
L5  in  Little  Rock.  Invited  business  lead- 
ers, more  comfortable  with  the  health  of 


the  economy,  are  likely  to  tell  the  Presi- 
dent-elect just  what  he  wants  to  hear: 
Focus  on  long-term  growth.  One  invitee, 
Sanford  R.  Robertson,  a  Republican  in- 
vestment banker  and  Clinton  supporter 
from  San  P^raneisco,  says:  "It's  looking 
less  and  less"  as  if  the  nation  needs  a 
(piick  boost.  "The  economy  is  getting 
itself  into  gear." 

The  task  of  turning  Clin- 
ton's investment  dreams 
into  reality  will  fall  to  a 
team  rich  in  Washington 
and  Wall  Street  savvy,  unit- 
ed by  the  common  goal  of 
boosting  economic  growth, 
savings,  and  investment. 
Frank  Shafroth,  top  lobby- 
ist for  the  National  League 
of  Cities,  says  Clinton's  eco- 
nomic gurus  "recognize 
that  if  the  deficit  isn't  con- 
trolled, it  will  hurt  capital 
formation  and  investment." 

Anchored  by  Bentsen  and 
Panetta,  Clinton's  team  is  a 
mix  ol'  investment  bankei's 
and  Beltwav  insiders.  Rob- 


Bentsen  is 
willing  to  use 
costly  tax 
breaks  to 
promote  his 
goal  of 
boosting 
savings  and 
investment 


ert  E.  Rubin,  co-chairman  of  Goldman, 
Sachs  &  Co.,  is  likely  to  run  the  newly 
formed  Economic  Security  Council.  The 
Ksc  will  try  to  assure  that  the  Adminis- 
tration promotes  U.  S.  competitiveness. 
Bentsen's  deputy  at  Treasury  will  proba- 
bly be  merchant  banker  Roger  C.  Alt- 


man,  the  vice-chairm 
of  the  Blackstone  Gro 
Long  on  brainpower,  e; 
and  political  smarts,  C 
ton's  economic  all-stars  could  soon  cla 
Panetta,  for  instance,  believes  passi' 
ately  that  the  best  way  to  promote 
vestment  is  to  reduce  the  federal  d( 
cit's  drain  on  national  savings.  I 
Bentsen  always  has  paid  more  attent 
to  boosting  private  saving  and  inve 


TEAM  PLAYERS? 


I 


ith  Senate  Finance  Committee 
Chairman  Llovd  Bentsen  as  Trea- 


suiy  Secretan',  Clinton  will  have  power- 
ful help  in  getting  Ills  economic  program 
through  Congress.  Now,  all  he  must 
finish  his  plans.  Here's  who  will  help 
the  agendas  each  may  push: 
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ent,  and  he  is  willing  to  use  costly  tax 
•eaks  to  promote  his  goal.  Meanwhile, 
arvard  University's  Robert  B.  Reich — 
ho  will  continue  to  provide  Clinton  eco- 
)mic  advice — is  a  proponent  of  invest- 
ent  in  education,  training,  and  other 
iman-capital  programs. 
Properly  managed,  such  creative  ten- 
on could  reap  big  dividends.  But  it  puts 
lormous  pressure  on  Clinton  to  act  as 
ediator  and  broker.  According  to 


Bruce  Barry,  a  management  professor 
at  Vanderbilt  University,  Clinton  favors 
a  "garbage  can"  model:  "Throw  the 
right  people  together,  and  make  the 
right  decision  at  the  right  time." 

By  dint  of  his  experience  and  Wash- 
ington stature,  Bentsen  is  destined  to 
dominate  the  team.  The  courtly  Texan  is 
no  reformer  (page  28).  And  liberals  view 
him  as  a  Republican  in  Democrat's  cloth- 
ing. "Bentsen  is  associated  with  George 


Bush's  theories,"  says  Jeff  Faux  of  the 
labor-backed  Economic  Policy  Institute. 
"You  cut  taxes  on  the  rich,  and  that 
stimulates  growth." 

Bentsen  wouldn't  quite  put  it  that 
way,  but  he  believes  strongly  that  tax 
breaks  for  business  promote  job  cre- 
ation. He'll  use  his  Hill  expertise  to  push 
Clinton's  investment-oriented  tax  plan 
through  Congress  quickly.  "He  knows 
whose  arm  to  twist  and  how  to  twist  it," 
says  Scott  E.  Pardee,  chairman  of  Ya- 
maichi  International  (America)  Inc. 
NO  RIG  SPENDER.  The  Texas  Democrat  is 
a  master  at  the  intricacies  of  tax  law 
and  understands  the  impact  of  tax  provi- 
sions on  corporate  decisions.  While  he  is 
no  deficit  hawk,  Bentsen  has  been  an 
advocate  of  fiscal  responsibility.  The  ex- 
ception: his  1992  proposal  to  expand  indi- 
vidual retirement  accounts,  which  over 
the  long  run  might  have  been  a  revenue- 
loser. 

Bentsen  also  may  make  Treasury 
more  of  a  player  in  trade  matters.  He's  a 
strong  backer  of  the  North  American 
Free  Trade  Agreement  but  is  willing  to 
threaten  retaliation  to  force  the  Japa- 
nese to  open  their  markets.  His  two  big 
weaknesses:  He's  71  years  old,  and  some 
question  his  stamina.  Also,  he  has  little 
experience  in  international  finance.  Still, 
the  patrician  Bentsen  should  get  along 
well  with  fellow  finance  ministers.  After 
all,  says  one  Bentsen-watcher,  "he  looks 
like  a  Treasury  Secretary.  He  wears 
Treasury  Secretary  suits." 

Whereas  Bentsen  is  aloof,  Panetta  is 
down-to-earth.  But  underneath  his  back- 
slapping  good  nature  is  a  tough  politi- 
cian. He  has  always  been  willing  to  say 
no — a  vital  trait  for  a  budget  director. 
"Panetta  should  be  given  a  lot  of  credit 
for  sticking  his  neck  out,"  says  Urban 
Institute  economist  Eugene  Steuerle. 
And  while  budget  directors  tend  to  be 
strongly  partisan,  Panetta  began  his  po- 
litical career  as  a  Republican  staffer. 

Clinton's  Friends  of  Bill  were  well  rep- 
resented in  the  campaign,  and  Clinton 
seems  to  have  reserved  an  important  ad- 
visory role  for  school  chum  Reich. 
Trained  as  a  lawyer,  not  an  economist, 
Reich  is  unburdened  by  either  academic 
baggage  or  social-science  discipline.  He 
once  advocated  industrial  policy  and 
managed  trade,  but  he  now  thinks  in- 
vesting in  human  capital  makes  more 
sense.  With  no  bureaucratic  power  base, 
Reich  could  be  little  more  than  a  gadfly. 
Or  he  could  prove  an  intellectual  coun- 
terweight to  more  prosaic  Wall  Streeters 
and  Capitol  Hill  insiders  around  Clinton. 

The  investment-banking  world  will  be 
represented  by  at  least  two  members  of 
the  economic  team.  Blackstone's  Altman 
is  expected  to  be  the  deputy  at  Treasury. 
As  an  Assistant  Treasury  Secretary  in 
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The  Harvard 
academic  once 
was  a  strong 
believer  in 
industrial  policy. 
Now  he  wants  to 
on  public 
lent  in 
ion  and 
ructure 


The  co-chairman 
of  Goldman 
Sachs  could  be  a 
friendly  liaison  to 
the  world's 
credit  markets. 
Rubin  believes  in 
developing 
economic 
opportunities  for 
America's  poor 


s 


the  Carter  Administration,  Altman 
played  a  pivotal  role  in  the  bailout  of 
Chrysler  Corp.  Tou^li  and  abrasive,  he 
has  been  known  as  a  deficit  hawk. 

Rubin  made  his  mark  helping  to  build 
Goldman  Sachs  into  what  many  regard 
as  Wall  Street's  most  powerful  firm.  A 
top  Democratic  fund-raiser,  he  has  be- 
come more  interested  in  policy.  His 
views  stray  far  from  Wall  Street  ortho- 


doxy. For  instance,  he  says:  "I  don't 
think  we  can  have  a  successful  economy 
until  we  deal  with  the  problem  of  the 
ui'ban  poor."  But  his  biggest  influence 
will  lie  in  more  traditional  arenas.  He'll 
l)e  a  key  liaison  to  the  credit  markets. 

These  picks  may  not  set  the  hearts  of 
Democratic  activists  a-flutter.  But  they 
reflect  Clinton's  laser-like  focus  on  the 
need  for  long-term  investment.  Presi- 


dents Carter  and  Bush  never  did  deve 
a  coherent  economic  policy.  By  picking 
group  that  shares  a  common  concern  : 
the  long  view,  Clinton  has  managed 
get  a  leg  up  on  his  White  House  pre 
cessors,  even  if  he's  not  exactly  turni 
Washington  inside  out. 

By  Howard  Gleckman.  ivith  Doug 
Harbrecht,  in  Washington,  Russell  Mitel 
in  San  Francisco,  and  bureau  reports 


THE  COURTLY,  CUNNING  NEW  MAN  AT  TREASURY 


Twenty  years  ago,  San  Antonio 
city  leaders  asked  Senator  Lloyd 
Bentsen  (D-Tex.)  for  help  in 
building  a  freeway  from  downtown  to 
the  airijort.  Despite  the  opposition  of 
the  influential  Howard  H.  Baker,  then 
a  Republican  senator  from  Tennessee, 
Bentsen  cleared  the  way  for  his  con- 
stituents. Several  years  later,  Baker 
wanted  similar  help  for  Memphis. 
Bentsen,  then  chairman  of  the  Senate's 
highway  subcommittee,  pulled  out  a 
piece  of  paper,  read  aloud 
Baker's  reasons  for  oppos- 
ing the  Texas  highway  proj- 
ect, then  delivered  enough 
proxy  votes  from  members 
of  the  panel  to  kill  Baker's 
request. 

Don't  be  fooled  by  his 
soft-spoken,  courtly  de- 
meanor. Lloyd  Bentsen,  71, 
is  one  tough  cookie.  In  1977, 
for  example,  Bentsen 
(juashed  the  nomination  of  a 
young  Dallas  Democrat 
named  Martin  Frost  as  U.  S. 
Attorney  in  Dallas.  Frost's 
sin?  He  had  l)een  the  Nortli 
Texas  coordinator  for  Jim- 
my Carter,  who  had  defeat- 
ed Bentsen  for  the  1976 
nomination.  "The  problem 
was,  I  supported  the  wrong 
guy — the  guy  who  won  the 
election,  nut  the  guy  who 
controlled  the  patronage,"  Frost  says. 
Still,  when  Frost  unseated  a  Democrat- 
ic congressman  in  the  1978  primary, 
"the  first  congratulatory  call  I  got  was 
from  Senator  Bentsen,"  he  remembers. 
The  two  have  worked  closely  since. 
TURBULENCE.  That's  good  news  for 
i  Vm:  t.  Nearly  five  decades  after  turn- 
i:,"  ''])  in  Washington  as  a  27 -year-old 
!■•  '  'sman  from  Texas'  Rio  Grande 
Vaiivy.  i-lentsen  is  a  savvy  political  in- 
sider, a  cunning  negotiator  with  a  long 
memory,  and  a  man  you  want  on  your 
side-  Witness  his  two  terms  as  chair- 
man oi"  !he  Democratic  Senatorial  Cam- 
paign (  onimittee,  in  1974  and  1984. 


Though  the  terms  were  turbulent,  com- 
ing on  the  heels  of  Watergate  and  Ron- 
ald Reagan's  second-term  triumph, 
Bentsen  successfully  raised  money  for 
a  host  of  Democratic  candidates — 
many  of  whom  still  rank  as  important 
allies. 

There's  no  doubt  that  in  Bentsen, 
Bill  Clinton  has  selected  a  Treasury 
Secretary  who  can  teach  the  new  Presi- 
dent a  thing  or  two.  Bentsen  is  fiercely 
competitive.  That  means  he's  likely  to 


BENTSEN:  SOFT-SPOKEN— BUT  HE'S  BEEN  KNOWN  TO  HOLD  A  GRUDGE 


lie  an  activist  Treasury  Secretary,  in- 
volved in  every  deal  from  conception  to 
closing.  "He's  a  damn  good  negotia- 
tor," says  one  House  Democratic  lead- 
ership source.  "He  knows  what  he 
wants  and  how  to  get  it." 

The  Texan  hasn't  always  been  so 
smooth.  As  a  young  congressman, 
Bentsen  suggested  that  President  Har- 
ry Truman  drop  an  atomic  bomb  on 
North  Korea.  In  his  1970  Senate  prima- 
ry race,  he  savaged  liberal  Democratic 
incumbent  Ralph  W.  Yarborough,  link- 
ing him  to  the  antiwar  rioters  at 
the  1968  Democratic  convention  in  Chi- 
cago— and  leaving  scars  on  the  Texas 


party  that  persist  even  to  this  da; 

And  Bentsen's  long  career  hasn 
been  without  the  occasional  slipup.  1 
1987,  Bentsen  invited  lobbyists  to  join 
"breakfast  club,"  where  they  cou^ 
share  eggs  and  small  talk  with  the  F 
nance  Committee  chairman  in  e: 
change  for  a  $10,000  campaign  conti 
bution.  In  a  glare  of  negative  publicit 
Bentsen  dropped  the  plan. 

Bentsen  made  his  Senate  mark  du 
ing  a  1979-80  stint  as  chairman  of  tl 
Joint  Economic  Committe 
Amid  a  surge  toward  su 
ply-side  Reaganism,  he  r 
pudiated  Democratic  eci 
nomic  orthodoxy  an 
embraced  tax  changes  1 
stimulate  investment  an 
encourage  savings.  The  no 
mally  contentious  panel  pr 
duced  bipartisan  reports  f( 
the  only  time  in  its  histon 
'IMPRESSIVE.'  As  Financ 
chairman,  Bentsen  has  wc 
the  respect  of  Corporal 
America.  Last  year,  Bentse 
called  then-General  Motoi 
Chairman  Robert  C.  Ster 
pel  after  GM  officials  had  r 
buffed  requests  from  Go' 
ernor  Ann  Richards  an 
other  state  officials,  wh 
wanted  to  discourage  hii 
from  closing  a  plant  in  A 
lington,  Tex.  "We  all  ha 


Ijeen  unsuccessful,  including  the  gove 
nor,  until  Senator  Bentsen  called,"  r 
calls  Representative  Frost.  "Then,  rri 
raculously,  Mr.  Stempel  fell  all  ovi 
himself  to  be  cooperative.  It  was 
very  impressive  show."  Soon,  GM  said 
would  keep  the  Arlington  line  open. 

President-elect  Bill  Clinton  figure 
Bentsen  is  a  man  who  can  get  his  cal 
returned — on  Capitol  Hill,  in  the  bus 
ness  community,  and  in  foreign  cap 
tals.  He  had  better  also  be  counting  o 
working  with  a  Treasury  Secretar 
who  kicks  butt,  takes  names,  and  gel 
things  done. 

By  Richard  S.  Dunham  in  Washi ngto 
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LOS  ANGELES:  ASIANS  AND  PACIFIC  ISLANDERS  ARE  THE  FASTEST-GROWING  U.S.  GROUP 


i  SPICIER  STEW 
N  THE  MELTING  POT 


/  2050,  the  U.S.  may  be  47%  nonwhite — and  much  more  populous 


rop  by  Lotte,  an  Asian  supermar- 
[  Jjket  in  suburban  Rockville,  Md., 

and  you'll  be  instantly  transport- 
to  the  Far  East.  Koreans,  Chinese, 
d  Japanese  customers  mob  the  9,500- 
uare-foot  store,  snapping  up  every- 
ing  from  fiery  kim  chi  to  fresh  quail 
gs.  "Before  we  opened  up  three  years 
■Q,  there  were  only  small  oriental 
ops"  in  the  area,  says  manager  Andy 
im.  But  metro  Washington's  Asian 
mmunity,  which  doubled  in  the  past 
cade,  is  swelling  so  fast  that  Lotte 
it  year  opened  a  second  store  in  north- 
n  Virginia. 

Lotte  may  feel  like  Seoul,  but  it's  an 
iportant  preview  of  21st  century  Amer- 
i.  Indeed,  a  surprising  revision  in  the 
;nsus  Bureau's  long-term  population 
recast  has  shattered  notions  about 
hat  America  will  look  like  50  or  so 


years  from  now.  In  a  report  released  on 
Dec.  4,  Census  now  estimates  that  by 
the  year  2050,  Asians,  Hispanics,  African 
Americans,  and  other  nonwhite  groups 
could  represent  47%-  of  the  total  popula- 
tion (charts).  In  its  last  projections,  pub- 
lished just  three  years  ago,  Census  fig- 
ured minorities  would  make  up  only 
25.27c  of  the  population  in  the  mid-21st 
century. 

That's  not  all.  By  2050,  the  bureau 
now  says,  America's  population  could 
jump  50%,  to  383  million,  from  255  mil- 
lion in  1992.  In  its  1989  projections.  Cen- 
sus estimated  the  population  would  peak 
at  301  million  in  2040,  then  slip  to  just 
under  300  million  a  decade  later. 

Why  the  drastic  revisions?  The  num- 
bers-crunchers at  Census  say  they 
looked  hard  at  their  assumptions  about 
fertility  rates,  longevity,  and  immigra- 


tion flows.  The  result:  They  now  expect 
more  babies,  more  gray  beards,  and 
more  new  faces  from  San  Salvador,  Ja- 
karta, and  all  over.  Says  Carol  De  Vita, 
a  demographer  for  the  Population  Refer- 
ence Bureau:  "This  all  drives  home  just 
how  quickly  the  country's  population  pic- 
ture is  changing." 

REST  EASY.  The  new  report  has  dramatic 
implications  for  public  policy  and  for  the 
marketing  of  everything  from  diapers  to 
drugs.  The  prospect  of  80  million  extra 
workers  to  tax,  for  instance,  is  welcome 
news  for  the  Social  Security  trust  fund. 
The  retirement  system  has  been  project- 
ed to  go  bust  by  2036,  when  the  youn- 
gest baby  boomers  will  be  in  their  70s. 
Even  though  increased  life  expectancy 
means  pensioners  will  be  drawing  their 
checks  for  a  greater  number  of  years, 
the  growth  in  the  younger  population 
should  allow  the  Social  Security  sys- 
tem's trustees  to  adopt  a  rosier  outlook 
when  they  draw  up  a  new  75-year  actu- 
arial study  next  spring. 

Many  of  these  future  workers  will  be 
brandishing  green  cards.  Legislation  in 
1990  increased  the  annual  level  of  legal 
immigration.  That,  combined  with  con- 
tinuing illegal  border-hopping,  led  Cen- 
sus to  increase  the  net  inflow  from 
500,000  to  800,000  people  a  year.  The 
fastest-growing  population  segment  will 
be  Asians  and  Pacific  Islanders,  whose 
numbers  will  increase  fivefold,  to  rough- 
ly 12%  of  the  total  population  by  2050. 
Hispanics,  who  will  overtake  African 
Americans  as  the  largest  minority  group 
early  next  century,  will  represent  21%. 

Reaching  this  rainbow  of  ethnic 
groups  with  the  right  product  and  mes- 
sage will  be  a  considerable  challenge  for 
marketers.  "The  key  is  what  will  be  the 
rate  of  assimilation  culturally  and  lin- 
guistically," says  Peter  Kim,  U.  S.  direc- 
tor of  strategic  planning  at  ad  agency  J. 
Walter  Thompson  Co.  Second-generation 
Asian  Americans,  for  instance,  are  likely 
to  have  a  command  of  English,  making 
them  more  responsive  to  mass-market 
print,  TV,  and  radio  campaigns. 

Not  so  Hispanics,  who  often  live  in 
Spanish-speaking  enclaves  in  large  cit- 
ies. That's  why  Procter  &  Gamble  Co. 
has  taken  to  sponsoring  Hispanic  events, 
such  as  Miami's  Carnaval  festival,  which 
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draws  1  million  visitors.  "We're  certainly 
one  of  the  biggest  spenders"  in  Hispanic 
marketing,  says  a  P&G  spokeswoman. 
Even  so,  Hispanic  Business  Magazine 
estimates  that  the  consumer-product  be- 
hemoth spent  only  $29  million  of  its  $2.1 
billion  ad  budget  in  1991  on  Hispanic- 
community  advertising.  P&G  declined  to 
break  out  the  figures. 

Such  limited  spending  underscores  the 
fact  that  many  marketers  have  been 
slow  to  catch  the  wave  of  change.  Al- 
though Hispanics  spend  some  $200  bil- 
lion a  year,  only  1%  of  ad  budgets  are 
targeted  at  them,  according  to  consul- 
tant DRi/McGraw-Hill.  "Very  few  com- 
panies have  targeted  the  Hispanic  con- 
sumer seriously,"  says  George  San  Jose, 
president  of  San  Jose  &  Associates,  a 
Chicago-based  advertising  agency. 
FOREVER  YOUNG?  The  expected  surge  of 
Hispanics  and  Asians — two  groups  that 
tend  to  have  bigger  families  than 
whites — is  one  reason  Census  has  boost- 
ed its  fertility  guesstimate.  By  2050,  it 
predicts,  the  average  woman  will  have 
2.12  children,  instead  of  today's  2.05. 
"All  this  bodes  well  for  the  food  compa- 
nies, since  we're  heavily  reliant  on  popu- 
lation growth,"  says  John  Blair,  vice- 
president  of  marketing  at  Quaker  Oats 
Co.  The  prospect  of  more  American  fam- 
ilies could  also  boost  the  housing  and 
real  estate  markets — even  if  the  impact 
won't  be  spread  evenly.  Dortella  and 
other  demographers  expect  most  immi- 
grants to  gravitate  to  traditional  entry- 
point  states  such  as  California,  New 
York,  and  Texas. 

Companies  catering  to  the  other  end 
of  the  age  spectrum  have  reason  for 
cheer,  too.  With  life  expectancy  now  an- 
ticipated to  hit  82.1  years  for  those  born 
in  2050,  vs.  76  for  those  in  diapers  today, 
the  number  of  the  oldest — and  often 
sickest — Americans  will  quintuple  over 
the  next  60  years.  Small  wonder  that  P. 
Roy  Vagelos,  chief  executive  of  drug  gi- 
ant Merck  &  Co.,  happily  pointed  out  to 
Wall  Street  analysts  recently  that  "early 
next  century,  one  in  five  Americans  will 
be  eligible  for  Social  Security  and  medi- 
care." Merck  has  been  quick  to  pounce 
on  the  aging  trend  with  such  new  offer- 
ings as  Proscar,  an  alternative  to  pros- 
tate surgery. 

Even  so,  the  new  Census  Bureau  pro- 
jections belie  fears  of  an  America  popu- 
lated by  a  citizenry  coping  with  receding 
gums  and  aluminum  walkers.  Higher  im- 
migration and  bigger  families  will  keep 
America  young  well  into  the  next  centu- 
ry. That's  good  news  for  pop-culture 
purveyors  in  Hollywood.  Home  Alone 
25,  anyone? 

By  Brian  Bremner  in  Washington,  ivitk 
Joseph  Weber  iyi  Philadelphia  and  bureau 
reports 


EXECUTIVE  SUITE  I 


A  QUIET  COUP 

AT  AMERICAN  EXPRESS 


The  real  story  behind  James  Robinson's  retirement 


THE  COMPANY  HAS  TO  TURN  AROUND  ITS  CARD  UNIT  AND  BOLSTER  SHEARSON 


AS  departures  go,  it  seems  like  a 
throwback  to  more  civilized  days. 
Instead  of  getting  the  bum's 
rush  from  his  own  board — the  inglorious 
fate  of  CM  Chairman  Robert  Stempel — 
James  D.  Robinson  HI  says  he  is  relin- 
quishing his  chairmanship  of  American 
Express  Co.  at  his  own  initiative.  He's 
even  heading  a  committee  to  choose  his 
successor,  now  that  he  feels  that,  after 
15  years,  his  work  at  AmEx 
is  nearing  an  end.  "We're 
at  a  point  where  I  can  gen- 
uinely say,  'This  is  the  right 
strategy,  we're  on  target, 
we  have  the  right  focus, 
and  we're  going  to  get 
there,'  "  says  Robinson,  57 
But  contrary  to  the  ver- 
sion of  events  recounted  by 
Robinson  and  echoed  by 
AmEx  spin  doctors  (box), 
he  is  exiting  only  one  step 
ahead  of  increasingly  res- 
tive AmEx  directors,  sever- 
al sources  close  to  the 
board  confirm.  A  leader  of 
the  insurgents  is  a  close 
ally  of  none  other  than 
Howard  L.  Clark  Sr.,  the 
former  AmEx  chairman 
who  chose  Robinson  to  suc- 
ceed him  in  1977. 

Now,  the  board  must 
name  a  successor.  They're 
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measuring  about  20  outside  candidat 
against  the  leading  internal  choic 
AmEx  President  Harvey  Golub.  B 
whoever  gets  the  nod  will  be  taking  tl 
helm  of  a  deeply  troubled  compan 
AmEx'  basic  charge-card  business  h; 
yet  to  turn  around,  Shearson  Lehm; 
Brothers  Inc.  lacks  the  capital  it  neei 
to  strike  out  on  its  own,  and  employe^ 
are  in  a  state  of  suspended  animatic 
until  a  new  leader  is  name 
"If  it  looks  like  you  a 
drifting,  people  lose  con 
dence,"  notes  Colora( 
Treasurer  Gail  Schoettk 
whose  state  pension  fund 
an  AmEx  shareholder. 
BAD  INK.  The  departir 
chief  had  been  on  thin  ii 
with  the  board  for  mo: 
than  a  year.  In  1991,  dire 
tors  John  J.  Byrne,  CEO  < 
Fund  America  Cos.,  ar 
Roger  S.  Penske,  presidei 
of  Penske  Corp.,  a  private 
held  transportation  servici 
company,  began  agitatir 
for  change,  say  sourc( 
close  to  the  board.  Boi 
Penske  and  Byrne  declim 
to  comment.  They  and  tl 
other  directors  were  reelir 
from  a  seemingly  unendir 
torrent  of  bad  news,  from 
surpri.se  $155  million  writ 


own  on  Optima,  a  revolv- 
ig  credit  card,  to  a  revolt 
y  Boston  restaurateurs. 

That  wasn't  all.  At  least 
ne  director  was  furious 
bout  the  hefty  bonuses 
;obinson  approved  for 
^hnian  Brothers  munag- 
rs  in  1991.  And  several  di- 
ectors  were  shocked  at 
,'hat  they  read  in  two  1991 
ooks  about  American  Ex- 
ress — House  of  Cards, 
rhich  described  Robin- 
on's  management  fail- 
res,  and  Vendetta,  which 
ocused  on  the  attempt  by 
igh-ranking  AmEx  em- 
loyees  to  smear  banker 
Idmund  J.  Safra. 

One  of  Robinson's  big- 
est  behind-the-scenes  critics  was  Clark, 
n  adviser  to  the  board  who  still  attends 
s  meetings,  say  several  people  who 
ave  spoken  with  Clark  in  the  past  year. 
Hark  remains  close  to  former  Mobil  CEO 
lawleigh  Warner  Jr.,  71,  whom  he  nomi- 
ated  to  the  board  in  1972.  Clark  worried 
bout  AmEx'  low  stock  price,  say  Clark 
onfidants.  Two  of  Clark's  friends  recall 
is  saying  that  hiring  Robinson  was  the 
iggest  mistake  he  ever  made.  "I'm  not 
:oing  to  comment  on  that,"  Clark  told 

^USINESS  WEEK. 

The  board's  biggest  beef  with  Robin- 
on  is  the  bottom  line.  AmEx  earnings 
rooped  SV/<,  to  $380  million  in  the  first 


AMEX'  EMPIRE  IS  SHRINKING 


Unit                      Third-quarter  net  income  (millions)  Strategy 
1991  1992 

TRAVEL  RELATED 
SERVICES 

-$88 

-$187 

Try  to  regain  market  share,  cut 
costs,  sharpen  customer  focus 

IDS 

67 

80 

Concentrate  on  core  financial- 
planning  business 

AMERICAN  EXPRESS 
BANK 

18 

-30 

Keep  writing  down  bod  loons.  Be 
prepared  to  sell 

SHEARSON  LEHMAN 
BROTHERS 

63 

-25 

Buff  up  the  balance  sheet  to 
prepare  for  possible  spin-off 

FIRST  DATA  CORP. 

30 

37 

AmEx'  46%  stake  in  credit-card 
processor  is  worth  $2  billion. 
Consider  selling  to  raise  cash 

DATA  AMERICAN  EXPRESS  CO  ,  BW 


three  quarters  of  1992.  And  the  flagship 
card  unit,  Travel  Related  Services,  will 
net  an  estimated  $227  million  in  1992, 
down  from  $9.55  million  in  1990.  Analysts 
give  Golub  high  marks  for  attacking 
TRS's  problems  and  believe  cost-cutting 
and  an  economic  upturn  could  boost 
TR.s's  1993  earnings. 
'DISTRACTED.'  At  that  point,  AmEx  will 
be  in  better  shape  to  cut  Shearson  Leh- 
man Brothers  loose.  Robinson  thinks 
Shearson  is  close  to  being  a  stand-alone, 
A-rated  entity.  Yet  AmEx  may  have  to 
inject  hundreds  of  millions  more  into 
Shearson  before  spinning  it  off.  And 
Shearson's  estimated  1992  earnings  of 


$200  million  are  disappoint- 
ing, in  part  because  com- 
jjensation  eats  up  617'  of 
net  revenue,  the  highest 
level  on  the  Street. 

Robinson  says  he  ex- 
pects to  return  to  the  ven- 
ture-capital or  private  deal 
business  once  he  steps 
down.  That  could  happen 
in  January,  says  Gerard  R. 
Roche,  president  of  Heid- 
rick  &  Struggles  Inc.,  the 
search  firm  retained  by  the 
AmEx  board.  Until  the 
board  decides,  employee 
morale  will  suffer.  "Some 
people  are  distracted,  and 
that  will  go  on  as  long  as 
the  search  goes  on,"  says 
one  AmEx  manager. 
Sources  close  to  the  company  say  one 
outside  candidate  is  R.JR  Inc.  Chief  Exec- 
utive Louis  V.  Gerstner,  former  CEO  of 
AmEx.  But  Golub  may  have  the  inside 
track,  if  only  because  bringing  in  an  out- 
sider could  derail  the  tentative  progress 
he  has  made  at  TRS  and  disappoint  Wall 
Street.  "What  I  like  about  Harvey  is 
that  he's  a  manager,  not  a  worldly  so- 
cialite," says  Alison  Deans,  an  analyst  at 
Smith  Barney,  Harris  Upham  &  Co.  But 
here's  some  free  advice  for  AmEx'  next 
leader:  Don't  wait  too  long  to  choose  an 
heir  apparent. 

Bi/  Leah  Nathans  Spiro,  irith  John 
Biirne,  in  New  Yoek 


HOW  SPIN  DOCTORS  NURSED  ROBINSON'S  REPUTATION 


Call  it  the  battle  of  the  flacks.  In 
this  corner,  James  D.  Robinson 
III,  the  American  Express  Co. 
chairman  who  has  been  called  the  Tef- 
lon c'Eci.  In  that  corner,  the  PR  staff  of 
Fortune  magazine,  who  knew  they  had 
a  hot  story  to  flog. 

The  shots  started  flying  at  about 
2:30  p.m.  on  Saturday,  Dec.  5,  when  the 
magazine  faxed  copies  of  its  story, 
headlined  "The  Coup  at  American  Ex- 
press," to  major  newspapers  and 
wire  services.  Within  hours, 
AmEx'  savvy  public  relations 
staff — armed  with  any  advice 
they  may  have  gotten  from  the 
boss's  wife,  high-profile  PR  ma- 
ven  Linda  Robinson — was  circu- 
lating the  corporate  line  on  Rob- 
inson's resignation.  AmEx 
landed  a  heavy  counterpunch 
when  the  Sunday  New  York 
Times  ran  a  story  quoting  board 
member  Rawleigh  Warner  Jr.  to 
the  effect  that  Robinson  was  or- 
chestrating his  own  departure. 
By  Monday,   The   Wall  Street 


Journal  and  The  New  York  Times, 
which  interviewed  Robinson  and  direc- 
tors over  the  weekend,  had  Robinson's 
description  of  how  he  initiated  his  own 
exit.  The  message:  no  coup  here. 

That  is  not  exactly  the  case,  as 
BUSINESS  WEEK  has  learned.  But  the 
first  stories  could  have  been  far  tough- 
er on  the  AmEx  chairman  if  the  com- 
pany hadn't  been  so  quick  to  limit  the 
damage.  "They  were  quite  successful 


in  persuading  journalists  that  this  was 
a  process  that  Robinson  was  in  control 
of  and  not  a  revolution — therefore,  not 
a  big  story,"  says  Richard  W.  Edel- 
man,  president  of  Edelman  Public  Re- 
lations Worldwide,  a  big  Chicago  and 
New  York  PR  shop. 
WHY  HIDE?  Investors,  however,  gripe 
about  the  2 '/2-month  gap  between  the 
board's  decision  to  replace  Robinson 
and  the  news  leak.  And  several  PR  pros 
believe  having  a  press  confer- 
ence in  September  would  have 
made  for  a  smoother  transition. 

A  secret  battle  may  have  pit- 
ted Robinson  against  some  of  his 
own  directors.  "Someone  at 
AmEx  wanted  us  to  know,"  a 
Fortune  spokeswoman  says. 
Given  that,  AmEx  flacks  did 
0.  K.  Says  Irving  Schenkler,  who 
teaches  PR  at  New  York  Univer- 
sity's business  school:  "They 
tried  to  retain  a  bit  of  dignity  for 
Robinson."  They  succeeded. 

By  Leah  Nathans  Spiro  in 
New  York 


COMPUTERS  I 


IBM'S  NEXT  REMODELING 
COULD  BE  A  DOOZY 


John  Akers'  controlled  disintegration  of  the  monolith  isn't  over 


In  late  November,  IBM  directors  gath- 
ered in  Tokyo  for  one  of  their  period- 
ic meetings.  Before  them,  Wall 
Street  analysts  say,  Chairman  John  F. 
Akers  sketched  out  plans  for  a  series  of 
bold  changes  at  his  beleaguered  comput- 
er company.  Pleased  with  what  it  heard, 
the  board  gave  Akers  a  thumbs  up. 
Since  then,  as  Daniel  Mandresh,  comput- 
er analyst  at  Merrill  Lynch  &  Co.,  puts 
it:  "The  lights  have 
been  burning  late  in 
Armonk" — IBM's  cor- 
porate headcjuarters. 

The  end  result. 
Wall  Street  believes, 
is  the  imminent  un- 
veiling of  IBM's  sec- 
ond massive  reorga- 
nization in  little 
more  than  a  year. 
And  massive,  ana- 
lysts say,  is  the  best 
word  to  describe  the 
overhaul,  which  may 
be  announced  as 
soon  as  Dec.  14. 

The  changes  are 
expected  to  further 
Akers"  year-old  plan 
for  the  controlled 
disintegration  of  the 
IBM  monolith.  In  No- 
vember, 1991,  Akers 
divided  the  company 
into  14  lines  of  busi- 
ness— 10  devoted  to  specific  product 
lines  and  four  to  marketing — that  were 
to  gain  varying  degrees  of  autonomy 
over  time.  But  now,  says  Mandresh,  con- 
ceding that  he  knows  few  specifics  of 
what's  to  come,  the  new  round  of 
changes  "will  go  beyond  any  Wall  Street 
analyst's  or  reporter's  imagination.  They 
will  be  sweeping." 

ANYBODY'S  GUESS.  For  its  part,  IBM  is 
mum.  It  won't  say  what  it  plans  to  do  or 
even  confirm  that  anything  is  in  the 
works.  But  the  computer  industry  wide- 
ly believes  Akers  will  hasten  the  units' 
sliift  toward  autonomy  while  he  takes 
ar:()tiier  swipe  at  IB.M's  payroll.  After  lop- 
inng  "ff  40,000  positions  in  1992  to  leave 
a'.iout  :;00.000  workers  worldwide,  IBM 
:'iiay  slash  its  employee  roster  by  an  ad- 
dil'onai  30,000  people  or  more  during 
199.3.  Since  1986,  IBM  has  been  able  to 
lighten  its  payroll  by  slightly  more  than 


100,000  people  through  early-retirement 
incentives.  'This  time,  however.  Big  Blue 
may  resort  to  outright  layoffs.  IBM  is 
"still  saddled  with  a  lot  of  people,"  says 
Barry  Bosak,  computer  analyst  at  Smith 
Barney,  Harris  Upham  &  Co. 

Layoffs  or  not,  IBM  would  incur  a  siz- 
able charge  against  its  1992  earnings. 
Analysts  had  expected  the  company  to 
post  per-share  profits  of  S3. 50  or  so,  an 


Even  after  last  year's  restructuri 
IBM  has  continued  to  report  a  sinj 
blended  set  of  financial  figures.  ''. 
problem  for  investors  is  that  the  com 
ny's  success  in  its  Austin-based  work; 
tion  business,  say,  may  be  overshadov 
by  softness  in  the  far  larger  mainfra 
business  (table).  It's  terribly  diffic 
says  Mandresh,  for  IBM's  own  bookke 
ers,  much  less  outsiders,  to  determ 
how  the  costs  of  Big  Blue's  80,( 
strong  U.  S.  sales  force  should  be  a 
cated  across  IBM's  uniquely  broad  ; 
varied  product  line.  "The  logistics 
monstrous,"  Mandresh  says. 
CONCRETE  CHANGES.  But  Akers  could 
e\en  further  than  just  opening  IB 
books,  if  only  to  assure  outsiders  t 
this  time  he  really  means  business, 
vestors  have  grown  increasingly  iir 


IBM'S  CLOUDY  OUTLOOK 

Each  month,  some  2,000  professional  computer 
buyers  who  have  purchased  IBM  equipment  in 
the  past  detail  their  spending  plans  for  the  next 
six  to  nine  months.  Here  are  their  most  recent  re- 
sponses, compared  with  their  answers  from  the 
previous  1  2  months: 

October,  1992  Trailing 
12  months 


Total  number  planning  to 
purchase  computers 

549 

4,788* 

Percent  planning  to  buy: 

Any  IBM  computer 

50% 

Monthly 
average 

57% 

IBM  water-cooled  mainframes 

2 

11 

IBM  air-cooled  mainframes 

0 

2 

AS/ 400  midrange  systems 

23 

17 

RS/6000  workstations 

4 

6 

IBM  PCs 

22 

22 

'Cumulative  DATA 

COMPUTER  INTELLIGENCE 

WHO  LEAVES,  WHO  STAYS?  IBM  NO  LONGER  VOWS  NO  LAYO 


improvement  over  last  year's  990  loss, 
before  charges  and  accounting  changes. 
Now,  they  say,  IBM's  results  are  any- 
body's guess.  Indeed,  as  reports  of  im- 
pending changes  began  circulating  on 
Dec.  9,  IBM's  stock  sank  2%  points,  to 
62%.  Investors  are  especially  worried 
that  cash  constraints  would  force  IB.M  to 
cut  its  dividend,  which  at  $4.84  a  share 
yields  a  plump  7.3- i.  Standard  &  Poor's 
Corp.  reacted,  too,  by  placing  a  watch  on 
IB.M's  AAA  debt  rating  on  Dec.  9. 

More  enticing  than  another  payroll 
cut,  though,  is  speculation  that  IB.M  will 
take  dramatic  measures  toward  giving 
its  10  product  groups  much  greater  au- 
tonomy than  they  now  enjoy.  At  the 
least,  Big  Blue  is  expected  to  substan- 
tially disentangle  the  Baby  Blues'  ac- 
counting books  and  release  more  de- 
tailed information  about  their 
performance. 


tient  with  Big  Blue — and  with  Ak( 
performance  as  CEO — as  restructur 
after  restructuring  fails  to  revive 
computer  company.  The  feeling  is  t 
Akers  can't  afford  to  wipe  out  19i 
earnings  with  another  downsiz: 
charge  if  he  doesn't  make  concr 
structural  changes  at  the  same  time. 

So  Akers  might  try  to  please  invest 
by  setting  forth  a  detailed  schedule 
spinning  off  certain  product  groups 
partly  owned  subsidiaries  with  their  o 
class  of  stock.  That's  clearly  Akers' 
tent,  judging  from  his  reaction  tc 
newspaper  story  in  November,  1£ 
that  detailed  how  iB.vi  could  deliver  m 
shareholder  value  if  it  were  broken  i 
pieces.  "I  thought  I  was  reading  my  o 
words,"  Akers  said.  Soon,  he  could 
trying  to  turn  those  words  into  realii 

By  John  \V.  Verity,  with  Gather 
Arnst.  in  Xeir  Yori; 
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Commentary/by  Paula  Dwyer 


BA-USAIR:  HOW  TO  HAVE  A  SMOOTH  TAKEOFF 


Last  August,  when  British  Airways 
PLC  stunned  the  aviation  world 
with  plans  to  pump  $750  million 
ito  I'SAir  Group  Inc.  for  a  21%  voting 
Uike,  the  stock  market  nodded  its  ap- 
roval.  The  Bush  Administration,  the 
mart  money  said,  would  do  likewise. 
Rut  four  months  later,  the  markets 
nd  mavens  are  worrying.  The  U.  S.  re- 
uses to  approve  Ba's  purchase  until 
iritain  grants  open  access  to  all  its 
irports.  Britain  says  it  won't  do  that 
ntil  BA  first  gets  its  hands  on  uSAir. 
loth  sides  face  a  Dec.  24  deadline, 
^hen  BA  can  walk  away  if  approval 
asn't  been  granted. 
OURTH  PLAYER.  The  deal  is  too  impor- 
ant — and  not  just  to  BA  and  USAir — to 
it  it  slip  away.  On  a  grand  scale,  an 
greement  between  the  two  countries 
/ould  serve  as  a  model  for  France, 
lermany,  and  Japan,  all  negotiating 
lew  air-service  agreements  with  the 
J.  S.  Closer  to  home,  the  jobs  of  47,000 
iSAir  employees  are  at  stake.  While 
lot  so  bad  off  as 
Northwest  Airlines 
nc,  which  on  Dec.  7 
obbled  together  a 
1250  million  loan  pack- 
ige  that  will  forestall 
1  Chapter  11  filing, 
IS  Air  has  debt  of  $2.1 
)illion  and  has  posted 
esses  in  12  of  the 
)ast  13  quarters. 
iVithout  ba's  money, 
)redicts  analyst 
lames  C.  Halstead  of 
5wiss  Bank  Corp., 
JSAir  may  have  to  file 
'or  bankruptcy  pro- 
jection within  a  year. 

Perhaps  more  im- 
3ortant  are  the  inter- 
ests of  the  flying  pub- 
ic, which  needs  a 
vigorous  fourth  com- 
petitor to  keep  the 
leat  on  the  Big  Three: 
American,  United,  and 
Delta  Air  Lines.  Suc- 
cessful completion  of 
1  BA-USAir  deal  would 
ilso  send  a  reassuring 
message  to  struggling 
carriers  such  as 
A^merica  West  and 
Frans  World  Airlines. 
Fhe  dynamics  of  the 
lirline  business  are 
such  that  the  mega- 


doses of  capital  that  these  airlines  re- 
quire are  almost  certainly  going  to 
have  to  be  provided  by  sources  outside 
the  U.  S. 

Clearly,  the  U.  S.  government  has 
every  incentive  to  come  to  terms.  So  do 
British  leaders,  who  stand  to  gain  un- 
precedented access  to  the  huge  U.  S. 
market  for  their  country's  flagship  car- 
rier. And  by  considering  a  few  com- 
mon-sense guidelines,  both  sides  could 
walk  away  claiming  victory. 

First,  don't  let  the  Big  Three  botch 
the  deal  by  cloaking  their  own  agenda 
in  high-sounding  talk  about  the  nation- 
al interest.  While  they  lack  an  official 
seat  at  the  bargaining  table,  U.  S.  car- 
riers have  been  lobbying  furiously 
from  the  sidelines.  They're  intent  on 
gaining  assets — new  routes,  landing 
slots,  even  rights  to  carry  passengers 
to  third  countries — for  which  they 
aren't  willing  to  pay.  American  Airlines 
Inc.  and  United  Airlines  Inc.,  for  exam- 
ple, both  turned  down  the  chance  to 


A  PLAN  TO  OPEN  UP  THE  SKIES 


If  British  Airways  wants  to  invest  $750  million  in  USAir  Croup  Inc.,  the  U.S. 
should  allow  if — for  a  price.  How  a  deal  might  work: 


STAGE  1 


STAGE  2 


STAGE  3 


STAGE  4 


BA  gets  21  %  of  USAir  now  but  drops  demand  that  board  moves 
need  an  80%  majority.  U.S.  carriers  can  fly  freely  to  Manchester,  Bir- 
mingham, and  Glasgow.  U.S.  gives  startups  access  to  key  airports 

By  1994,  BA  boosts  stake  in  USAir  to  49%,  while  auctioning  off 
10%  of  its  Heathrow  slots  to  U.S.  carriers 

By  end  of  1996,  the  U.S.  and  Britain  allow  unlimited  flights  within 
and  between  countries.  U.S.  doesn't  allow  majority  control  of  carriers 
until  EC  does,  too 

European  Community  and  North  American  Free  Trade  Agreement 
signatories  negotiate  as  trading  blocs  to  remove  all  limits  on  flights 
within  and  between  their  cities.  Goal:  Open  skies  by  2000 


IN  LONDON,  BA 
CONTROLS  40%  OF 
HEATHROW  SLOTS 


buy  Dan-Air  Services  Ltd.,  a  British 
carrier  with  routes  between  London 
and  several  of  the  most  desirable  Euro- 
pean cities,  for  a  mere  $60  million.  And 
yet  both  loudly  protest  that,  with 
USAir,  BA  would  have  freedoms  in  the 
U.  S.  that  they  don't  have  in  Europe. 

Such  special  pleading  shouldn't  dis- 
tract negotiators  from  their  ultimate 
goal:  open  skies.  But  complete  free- 
dom— with  no  limits  on  routes,  fares, 
ownership,  or  capacity  between  and 
within  countries— can't  be  achieved 
overnight.  A  BA  deal  would  provide  the 
framework  for  a  gradual  phasing  in  of 
open  skies. 

CONCESSIONS.  To  get  the  ball  rolling, 
BA  will  have  to  drop  its  insistence  on 
veto  power  over  major  USAir  decisions. 
Britain  then  must  grant  unlimited  ac- 
cess from  U.  S.  cities  to  regional  air- 
ports in  Birmingham,  Glasgow,  and 
Manchester. 

But  the  linchpin  of  any  serious 
agreement  is  access  to  Heathrow.  It  is 
the  world's  biggest 
and  busiest  interna- 
tional airport,  where 
more  than  200  carri- 
ers pick  up  passen- 
gers bound  for  all 
parts  of  the  globe.  BA 
controls  W/o  of  the 
airport's  233,000  year- 
ly landing  and  takeoff 
slots.  BA  should  volun- 
tarily auction  off  10% 
of  its  Heathrow  slots 
to  U.  S.  carriers.  The 
U.  S.  should  respond 
by  letting  BA  increase 
its  voting  stake  in 
USAir  to  49%  and  al- 
low it  to  fly  beyond 
U.  S.  cities  to  destina- 
tions across  the  Pacif- 
ic. At  the  same  time, 
U.  S.  airlines  should 
gain  the  right  to  fly 
from  Britain  to  the 
rest  of  Europe. 

Until  now,  absence 
of  an  intelligent  spirit 
of  compromise  has 
blocked  the  BA-USAir 
tie-up.  But  Prime  Min- 
ister John  Major  has  a 
chance  to  get  serious 
with  President  Bush 
when  the  two  meet  in 
the  U.S.  on  Dec.  18. 
The  clock  is  ticking. 
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IhE  One  On  T1-ie  Lefi 
MakesTI-ie  One  C 


The  new  COMPAQ  PAGEMARQ  20 
and  COMPAQ  PAGEMARQ  15.  Two 
network  laser  printers  that  will 
immediately  establish  the  industry 
benchmark.  Printers  for  those  who 
want  nothing  short  of  everything. 

After  rather  extensive 
R&D,  we  realized  the  aver- 
age network  printer  was 
doing  more  to  raise  your 
group's  bkjod  pressure 
than  its  productivity. 

So  we  created  two  new 
network  printers  bristhng 
with  features  that  will  help 
everyone  work  in  hannony. 

For  starters,  COMPAQ- 
built,  RISC-based  control- 
lers, in  combination  with 
powerful  print  engines,  let 
our  printers  run  at  1 5  and 
20  PPM.  And  at  20  PPM, 
that's  100%  faster  on  aver- 
age than  HP  LaserJet  IlISi 


in  PostScript  applications. 

And  the  ability  to  print 
in  sizes  up  to  11"  by  17" 
will  really  make  your  day. 
Especiallv  if  it's  filled  with 
everything  from  envelopes 
to  double-page  layouts  to 
CAD  plots  to  spreadsheets. 

The  built-in  motorized 
paper  trays  can  hold  up  to 
1,500  sheets,  more  than  anv 
(jther  desktop  printer  So 
you  can  think  about  things 
other  than  loading  paper. 


Not  only  do  our  prin 
know  PostScript  Lev( 
and  PCL5,  but  unlike 
others,  they  come  equip 
with  Intelligent  Emulai 
Sensing.  A  feature  that  ( 
standy  monitors,  with  n 
like  precision,  the  langu 
that  anyone  is  using  at 
given  time,  and  dien  a 
matically  adjusts  to  1 
emulation  without  yi 
having  to  lift  a  finger. 

Trulv  network-re; 


♦This  service  is  provided  by  guaranteed  service  providers 
COMPAQ  registered  U  S  Patent  and  Trademark  Om 


,  and  may  not  be  available  in  certain  geographic  locations  ©  1992  Compaq  Computer  Corporation,  All  rights  re: 
:e.  PAGEMARQ  and  CompaqCare  are  trademarks  of  Compaq  Computer  Corporation.  Product  names  mend 


BreakthrougrWhich 
IE  Right  A  Miracle. 


m 

r 
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lOMPAQ  PAGEMARQ  20:  20PPM  «  20-MHz  AMD  29000  RISC  with  128-K 
iche  <"  4MB  RAM  standard,  expandable  to  20  MB  «  1, 500-sheet  (standard) 

'OMPAQ  PAGEMARQ  15:  I5PPM  «  16-MHz  AMD  29000  RISC  <■ 
MB  RAM  standard,  expandable  to  18  MB  «  ISO-sheet  (standard).  1,000-sheet 
lax  with  optional  second  TwiriTray 

OTH  MODELS:  Up  to  800  x  400dpi  (COM?ACiHigh-Resolution  Mode)  <• 
ostSaipt  Level  2  and  PCL  S  w/ Intelligent  Emulation  Sensing  <•  One  slot /port 
ich  for  AppleTalk,  Network  Interface  Cards,  Internal  FAX  Modem,  Serial  and  Parallel 
on  <•  Available  Options:  Internal  60-MB  Hard  Drive,  1-  and  2-MB  Program- 
lable  Font  Modules  <■  Consumables:  One-piece  cartridge  with  12,000-page  yield 


nters  should  meet  all 
your  network  needs, 
irs  provide  a  direct  con- 
:t  to  Novell  and  Apple - 
Ik  environments. 
And  they  offer  you  five 
erfaces,  so  that  you  can 
1  Ethernet  or  Token  Ring, 


AppleTalk,  both  a  serial  and 
parallel  port,  as  well  as  am 
Internal  FAX  Modem  all 
at  the  same  time.  Leading 
to  better  communication 
across  your  entire  network. 
Instead  of  language  that 
best  remains  unprinted. 


Completing  the  picture 
is  an  800x400  high-resolu- 
tion print  mode  for  crisp 
text  and  graphics.  Add  the 
internal  60-MB  Hard  Drive 
or  the  Programmable  Font 
Modules  to  customize  and 
expand  your  font  library,  as 
well  as  to  store  PostScript 
fonts  permanently,  without 
dovmloading  constantly. 

And,  with  CompaqCare, 
you  get  a  free,  one -year,  on- 
site*  hmited  warranty  for  re- 
pair by  the  second  business 
day,  anywhere  in  the  U.S. 

Call  our  printer  special- 
ists at  1-800-345-1518  about 
the  new  line  of  COMPAQ 
PAGEMARQ  Laser  Printers. 
Products  from  a  company 
that  believes  total  chaos 
should  never  be  standard 
operating  procedure  in  a 
computer  network. 


Our  Intelligent  Emulation  Sensing 
Jeature  continually  monitors,  then  auto- 
maticallv  adjusts,  lo  either  PostScript 
Level  2  or  PCL  5  depending  upon  which 
you're  using.  You  needn't  lift  a  Jinger. 


They  print  in  sizes  up  to  11^'  bj  /Z"  They 
can  handle  GiD  images,  ^readsheets,  and 
even  double-page  layouts.  Multiple  Twm- 
Trays  hold  up  to  1,500  sheets.  Impressed? 


Send  FaK 


With  our  printers'  optional  Internal  FAX 
Modem,  you  can  send  and  receive  pre- 
sentation-quality documents,  in  sizes  up 
to  II"  by  17"  Right  Jrom  your  desktop. 


n  may  be  trademarks  and/or  registered  trademarks  of  their  respective  companies. 


RETAILING  I 


BRAWLS 
IN  TOYLAND 


Discounters  are  putting  the  heat 
on  Toys  'R'  Us,  forcing  a  price  war 


E; 


xecutives  at  Toys  'R'  Us  Inc. 
should  be  as  jolly  as  Santa  Claus 
this  Christmas.  After  all,  the 
chain's  largest  toy-store  rival,  Child 
World  Inc.,  closed  its  doors  for  good  last 
summer.  And  another  big  competitor, 
Lionel  Corp.,  is  hobbling  along  under 
Chapter  11  bankruptcy  protection  and 
has  shuttered  31  of  its  100  stores. 

But  Toys  'R'  Us  is  hardly  kicking  back 
with  a  mug  of  well-spiked  eggnog, 
thanks  to  a  clatter  of  fresh  rivals:  dis- 
count merchants  such  as  Wal-Mart, 
Kmart,  and  Target  Stores  (page  66).  Led 
by  Wal-Mart  Stores  Inc.,  the  discounters 
lately  have  been  beefing  up  their  toy 
departments  while  adding  scores  of  new 
outlets.  And  they're  using  toys  as  traffic 
builders  during  Christmas,  advertising 
superlow  prices  on  hot  items  to  lure 
shoppers.  That  has  forced  Toys  'R'  Us  to 
slash  its  own  prices — one  reason  ana- 
lysts figure  the  company's  U.  S.  operat- 
ing margin  has  been  squeezed  from  13'/!- 
in  1989  to  about  11.6':^  this  year. 

Indeed,  the  discounters  have  emerged 
as  a  real  threat  to  Toys  'R'  Us's  domi- 
nant 20'  ^  share  of  the  $15  billion  U.  S. 
tov  market.  Wal-Mart,  by  far  the  most 


AT  KMART:  USING  LOW-PRICED  TOYS  AS  A  TRAFFIC  BUILDER  DURING  THE  CHRISTMAS  SEASON 


potent  rival,  has  more  than  doubled  its 
share  since  1985,  to  12^'J,  and  is  pushing 
into  the  Northeast  and  California. 
Kmart,  meanwhile,  expects  its  toy  sales 
to  grow  25/r  this  year.  "If  Wal-Mart  and 
the  other  discounters  weren't  around. 
Toys  'R'  Us  would  have  the  toy  market 
virtually  to  itself,"  says  Greg  Simpson 
of  A.  G.  Edwards  &  Sons  Inc. 
DISCOUNT  COUPONS.  To  counter  the  new 
threat.  Toys  'R'  Us  is  making  big 
changes  in  its  marketing  strategy.  The 
Paramus  (N.  J.)  company  grew  at  a  25'f 
annual  rate  during  the  1980s  by  sticking 
to  its  everyday-low-price  philosophy, 
stealing  business  from  higher-priced 


merchants.  But  with  its  competitors  ; 
vertising  even  lower  prices  on  so: 
items,  Toys  'R'  Us  has  switched  to 
new  policy:  Bring  in  a  rival's  ad,  anc 
will  match  the  lower  price. 

That  has  only  accelerated  the  pr 
war.  A  comparison  of  a  half-dozen  be 
selling  items  in  the  Port  Huron  (Mic 
area,  for  instance,  reveals  just  how  1 
the  competition  has  become.  Wal-M; 
and  Kmart  Corp.  are  a  few  cents  che; 
er  than  Toys  'R'  Us  on  nearly  ev( 
product.  Another  sign  of  the  shift  aw 
from  everyday  low  pricing:  Last  Chri 
mas.  Toys  'R'  Us  for  the  first  time  g£ 
away  three  million  catalogs  with  $] 


SEGA:  LIGHTNING 
STRIKES  AGAIN 


E! 


I  very  year,  one  toy  is  so  cool  that, 
for  kids  across  America,  Christ- 
I  mas  without  it  will  be  too  painful 
to  contemplate.  Invariably,  that  guar- 
antees a  shortage  so  severe  that  par- 
ents can't  find  the  thing  for  love  or 
bribery.  This  year,  Sega  CD  from  Sega 
of  America  Inc.,  which  began  hitting 
store  shelves  on  Nov.  8,  is  it. 

Even  with  its  steep  $300  price  tag, 
retailers  can't  get  enough  of  this  toy. 
Across  the  U.  S.,  hopeful  buyers  are 
getting  their  names  on  waiting  lists. 
"Tiiey're  selhng  almost  before  they  hit 
the  store,"  says  Tim  H.  Newkirk,  toy 
buyer  it  Sears,  Roebuck  &  Co. 

Why  the  fuss?  In  addition  to  playing 
standard  Sega  Genesis  games,  the 
Sega  CD  brings  compact-disk  quality  to 
video  games.  Its  CD-based  games  can 


contain  high-quality  animation  and 
even  crude  full-moving  pictures. 
"Night  Trap"  and  "Sewer  Shark"  from 
Digital  Pictures  Inc.,  for  instance,  let 
players  alter  the  action  on  real  B-grade 
movies.  Digital  Pictures  will  soon  intro- 
duce games  that  let  players  create 
their  own  videos  for  songs  by  such  pop 
stars  as  Marky  Mark  and  Prince. 
'BLOTCHY.'  For  Sega,  the  shortage 
marks  a  fine  finish  to  a  very  good 
year.  In  1992,  it  wrested  about  40/i  of 
the  10  million-unit  market  for  16-bit 
video  games  from  Nintendo  of  America 
Inc.  But  will  Sega 
CD  have  staying 
power?  'T  don't 
think  you'll  see  this 
kind  of  momentum 
for  the  product  after 
Christmas,"  says 
Standard  &  Poor's 
Corp.  analyst  Paul 
H.  Valentine,  who 
thinks  the  system  is 
too  costlv  and  the 
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quality  too  inconsistent.  He  may  hav 
a  point.  William  R.  Bruchert,  a  22-yea 
old  Chicagoan,  says  he  has  been  disaj 
pointed  by  the  "blotchy"  video  qualit 
of  the  games  out  so  far  and  is  hopin 
for  games  with  better  animation  ii 
stead.  "Basing  an  entire  game  on  vide 
can  become  a  bit  tiresome,"  he  adds. 

Nintendo,  which  says  it  isn't  worrie 
about  Sega's  lead,  will  introduce  i1 
own  CD-based  video  system  next  yea: 
Sony  and  a  spin-off  of  video-game  mal 
er  Electronic  Arts,  called  3D0,  hav 
versions  in  the  works,  too.  3D0's  pro( 
uct.  aimed  at  adult 
and  retailing  fo 
nearly  $700,  will  b 
announced  Jan.  ' 
But  none  of  thei 
will  reach  the  store 
until  next  Chris' 
mas.  That  mean 
Sega  has  this  hoi 
day  all  wrapped  up 
By  Richard  Branc 
in  San  Francisco 


"NIGHT  TRAP"  LETS  PLAYERS  ALTER 
THE  ACTION  IN  B-CRADE  MOVIES 


•th  of  money-off  coupons.  This  year, 
/ill  hand  out  twice  as  many  and  has 
•eased  the  savinjjs  to  $315. 
Iven  if  they  can  match  the  discount- 
most  of  the  time,  Toys  'R'  Us  execu- 
■s,  who  have  a  policy  of  declining  in- 
.•iews  during  the  holiday  season,  have 
1  analysts  that  they're  looking  for 
er  ways  to  stand  out.  Toys  'R'  Us 
e-Chairman  Michael  Goldstein  told  a 
industry  conference  in  late  October 
t  the  chain's  advertising  now  will  put 
re  emphasis  on  its  broad  selection: 
fs  'R'  Us  stocks  some  16,000  items  in 
'  /pical  store,  vs.  a  few  thousand  at  the 
I  jounters.  The  company  also  is  spend- 
heavily  to  refurbish  older  stores. 
I  !'oys  'R'  Us  is  trying  to  improve  ser- 
3,  too.  To  shave  costs,  the  chain  had 
led  itself  as  self-service.  "If  we  have 
Achilles'  heel,  it's  service,"  Goldstein 
d  at  the  fall  conference.  But  Toys  'R' 
this  year  decided  to  put  hundreds  of 
;ra  staffers  in  its  stores.  "This  is  a 
jor  change  for  Toys  'R'  Us,"  said 
Idstein.  "But  we  think  the  extra  pay- 
I  costs  this  year  will  be  worth  it." 
3BAL  REACH.  To  help  Compete  with  the 
counters  who  draw  customers  with 
!ir  wide  array  of  merchandise.  Toys 
Us  is  trying  to  broaden  its  appeal, 
e  new  concept:  Books  'R'  Us.  At  30 
.t  outlets,  portions  of  the  store  have 
en  equipped  with  carpeting,  comfort- 
le  chairs,  and  an  expanded  children's 
ok  selection.  Then,  there's  Parties  'R' 
.,  a  concept  that  groups  all  party-relat- 
goods  together.  "Toys  'R'  Us  is  final- 
doing  something  to  make  their  shop- 
ig   environment   more  consumer- 
lendly,"   says  John   H.  Williams, 
neral  manager  of  Ray  Larsen  Asso- 
ites  Inc.,  a  Manhattan-based  sales 
■ent  for  toymakers.  "For  years,  they 
;re  so  popular  they  didn't  have  to  do 
jch  to  draw  in  the  customer." 
Toys  'R'  Us  does  have  some  advan- 
ges  over  rivals.  Its  U.  S.  expense-to- 
les  ratio  of  117',  for  instance,  rivals 
al-Mart's  15%.  And  although  compara- 
3-store  sales  in  the  U.  S.  were  up  only 
]7<  in  the  first  nine  months  of  1992, 
lalysts  predict  the  chain's  Christmas 
isiness  will  benefit  from  the  demise  of 
lild  World.  Earnings  per  share,  which 
■d  barely  inched  ahead  in  1990  and 

91,  are  expected  to  rise  259^  in  1992. 
Even  so,  much  of  Toys  'R'  Us's  sales 
id  profit  growth  is  coming  from  its 
st-expanding  international  operations, 
le  chain  opened  41  new  stores  in  Eu- 
pe  and  Asia  during  1992,  up  from  29 
e  prior  year.  International  sales  con- 
ibuted  an  estimated  187<  of  sales  in 

92,  vs.  9%  in  1988.  There's  still  room 
r  more  growth.  And  best  of  all  from 
)ys  'R'  Us's  viewpoint — there's  no  Wal- 
art  overseas.  Not  yet,  anyway. 

By  Mark  Maremont  in  Boston,  with  Greg 
iwens  in  Port  Huron,  Mich. 


STRATEGIES  I 


L.A.  GEAR  STILL  LOOKS  LIKE 
AN  ALSO-RAN 


New  product  has  been  too  little,  too  late,  and  burned  retailers  are  wary 


Stanley  Gold  must  wish  he  had 
some  of  that  Disney  magic  dust. 
Head  of  Shamrock  Holdings  Inc., 
the  Disney  family  investment  company. 
Gold  proved  himself  as  good  as  his  name 
in  1984  by  bringing  in  Michael  D.  Eisner 
to  revive  declining  Walt  Disney  Co.  Just 
over  a  year  ago,  shortly  after  paying 
$100  million  for  a  347'  stake  in  stumbling 
L.  A.  Gear  Inc.,  he  tried  a  similar  ap- 
proach, recruiting  an- 
other marketing  hot- 
shot, Reebok  Interna- 
tional Ltd.  veteran 
Mark  R.  Goldston,  to 
help  him  salvage  the 
athletic-shoe  maker. 

The  second  time  has 
not  been  a  charm.  On 
Dec.  1,  L.  A.  Gear  an- 
nounced it  would  lose 
about  $80  million  for 
the  fiscal  year  ended 
Nov.  30,  including  $30 
million  in  the  fourth 
quarter.  And  contrary 
to  last  spring's  assur- 
ances by  Gold,  its  chair- 
man and  chief  execu- 
tive, the  company  is 
unlikely  to  climb  out  of 
the  red  at  least  until  the 
second  half  of  the  new 
fiscal  year. 

Until  recently,  Gold's 
problem  was  overflow- 
ing inventories — he  sim- 
ply had  too  many  low- 
quality  shoes  to  sell. 
But  in  focusing  on 
clearing  out  the  ware- 
houses and  revamping 
shoddy  manufacturing,  Gold  and  Gold- 
ston neglected  to  come  up  with  enough 
new  shoes  for  1993's  first  half.  Gold  and 
Goldston  declined  to  comment  for  this 
story,  but  one  shoe  buyer  for  a  large 
department-store  chain  says:  "We  saw 
Nike  and  Reebok  [spring  lines]  in  May 
or  June  and  started  committing  for  prod- 
uct in  July.  We  didn't  see  L.  A.  Gear's 
product  until  mid-August."  And  reluc- 
tant retailers  who  got  burned  once  by 
L.  A.  Gear's  discounting  frenzy  are  not 
rushing  back  into  the  fold.  "We  are 
treading  very  lightly,"  says  a  buyer  for 
a  large  sports  specialty  chain. 

Slow  sales  could  plunge  L.  A.  Gear 
into  another  cash  crisis.  Gold  now  is 
working  with  Kidder,  Peabody  &  Co.  on 


LA 


GEAR 

LOSING  TRACTION 


arranging  a  private  placement  of  $50 
million  in  debt,  says  a  source  close  to  the 
company.  So  confident  is  he  of  success, 
says  the  source,  that  in  November  he 
terminated  a  $150  million  revolving  line 
of  credit  from  Bank  of  America.  BofA 
had  put  tight  restrictions  on  the  compa- 
ny's use  of  its  $85  million  in  cash,  some 
of  which  Gold  wants  to  use  to  buy  up  his 
European  distributors.  Nike  Inc.  and 
Reebok  have  been  do- 
ing exactly  that,  allow- 
ing them  to  cut  prices 
to  retailers. 

SHINING  LIGHTS.  There 


FISCAL  YEARS  ENDING  NOV.  30 
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OPERATING 
INCOME  OR 
LOSS 


FISCAL  YEARS  ENDING  NOV.  30 
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are  s(_)me  eiicouragmg 
signs  for  Gold  and 
Goldston,  who  has 
trumpeted  his  expertise 
in  a  recent  book  titled 
The  Tur)ia round  Pre- 
soiptiou.  The  pair 
have  moved  quickly  to 
settle  L.  A.  Gear's  legal 
difficulties,  in  July 
reaching  a  settlement 
of  three  shareholder 
suits.  The  cost:  $22  mil- 
lion in  cash  and  stock. 
And  with  the  company's 
assistance,  shareholders 
are  close  to  settling 
similar  suits  against 
founder  Robert  Y. 
Greenberg,  who's  now 
selling  Doc  Martens, 
the  clunky  black  boots 
and  shoes  that  are  de 
rigueur  among  teens 
and  twentysomethings. 

Once  L.  A.  Gear  gets 
past  the  spring  selling 
season,  it  could  see  an  improvement  in 
profit  margins.  Operating  expenses  for 
fiscal  1992  fell  by  a  third,  to  about  $150 
million.  And  the  shoemaker  can  take 
some  comfort  from  a  couple  of  hits,  in- 
cluding L.  A.  Lights,  a  kids'  shoe  with  a 
heel  light  that  flashes  with  each  step. 
Critics  scoff,  however,  at  L.  A.  Gear's 
attempt  to  use  the  same  gimmick  in  a 
high-performance  cross-training  shoe. 
"That  certainly  isn't  anything  adults  are 
interested  in,"  says  Reebok  Marketing 
Vice-President  John  Morgan.  If  L.  A. 
Gear  can't  come  up  with  a  steady-selling 
sneaker  line  and  get  out  of  the  cycle  of 
fads  and  fashions,  all  of  Tinkerbell's 
magic  dust  may  not  do  any  good. 

By  Amy  Barrett  in  Lou  Angeles 
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PUTTING  A  SHINE 

ON  THE  GOLDEN  YEARS 


As  boomers  demand  better  security,  employers  spruce  up  401(k)  plans 


The  New  Year  is  going  to  be  a  more 
prosperous  one  for  employees  of 
Atlanta's  Cox  Enterprises  Inc.  The 
media  conglomerate  recently  took  heed 
of  a  survey  of  its  employees  and  decided 
a  change  was  in  order  for  the  company's 
tax-deferred,  employer-assisted  401(k) 
plan.  So  come  January,  Cox  will  shorten 
the  waiting  period  to  join  its  plan,  in- 
crease the  amount  it  matches  employee 
contributions,  and  up  the  portion  of  sala- 
ry workers  can  sock  away  before  Uncle 
Sam  lays  claim  to  it.  "For  our  people  to 
have  a  comfortable  retirement  and  to 
maintain  a  standard  of  living,  they  need- 
ed to  defer  more  money,"  says  Susan 
Mackenzie,  savings-plan  director  at  Cox. 

In  a  way.  Cox  is  just  bowing  to  the 
inevitable.  The  Labor  Dept.  recently  is- 
sued new  rules  requiring  companies  that 
offer  401(k)s  to  give  their  em- 
ployees more  choices  and 
more  information  about  fund 
performance  and  administra- 
tive fees. 

Foil  SPREAD.  Whether  the 
prodding  is  coming  from  the 
government  or  employees, 
companies  are  starting  to  re- 
spond. A  recent  Bankers 
Trust  survey  of  171  compa- 
nies— with  5  million  employ- 
ees and  $l;i5  billion  in  401(k) 
assets — found  that  employers 
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across  the  nation  were  offering  a  broad- 
er range  of  investment  choices,  such  as 
aggressive-growth  and  international  eq- 
uity funds;  affording  employees  more 
liberal  exchanges  among  different  in- 
vestments; increasing  the  amount  of  the 
company's  match;  and  installing  toll-free 
numbers  that  workers  can  call  to  gain 
information  about  their  accounts. 

Another  key  change:  While  giving  em- 
ployees greater  flexibility,  an  increasing 
number  of  companies  are  off-loading  the 
management  of  the  plans  and  putting 
more  of  the  cost  on  employees  them- 
selves. 

The  fast-growing  popularity  of  the 
401(k)  is  driving  all  the  changes.  Aging 
baby  boomers,  worried  about  the  long- 
term  health  of  Social  Security  and  the 
stability  of  corporate  pensions,  are  pour- 


MORE  CHOICES,  MORE  MATCHING  FUNDS 
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ing  money  into  their  accounts.  By  1 
end  of  the  decade,  total  401(k)  assi 
should  reach  $1  trillion,  with  many  ir 
vidual  account  balances  well  into  six  f 
ures.  The  average  account  balance  1 
nearly  tripled  to  $30,000  in  the  past  f 
years,  according  to  a  Bankers  Trust  s 
vey.  "It's  sometimes  surprising  when 
see  average  workers  making  $20,000 
$30,000  and  find  they  have  over  $100,( 
in  the  plan,"  says  Linda  McEvoy,  a  s; 
ings  investment  planner  at  San  Anto: 
insurer  USAA. 

The  plans  could  grow  even  more  po] 
lar  as  the  choices  increase,  as  Texs 
Inc.  found  out.  In  1987,  the  giant 
company  placed  its  plan  with  the  V; 
guard  mutual-fund  family  and  addec 
sweetener:  It  would  match  emploj 
contributions  with  Texaco  stock  on  a 
for-1  basis.  Now,  94%'  of  eligible  empi 
ees  have  a  401(k).  "When  we  had  the  > 
plan,  [participation]  was  somewhere 
the  80s,"  says  Texaco  Treasurer  Rob 
W.  Ulrich. 

It's  not  just  big  companies  that  i 
polishing  their  plans.  J.  Baker,  a  spec: 
ty  retailer  in  Readville,  Mass.,  launcl 
a  401(k)  in  January  with  just  one  inve 
ment  option,  a  money-market  accou 
Competitive  pressure  drove  the  decisii 
"A  lot  of  our  hires  came  from  compan 
that  had  401(k)  plans,  and  they  wani 
to  continue,"  says  Benefits  Mana^ 
Pamela  P.  Donovan.  In  September, 
Baker  added  a  balanced  fund  and 
stock-index  fund. 

'OBSOiETE.'  Some  smaller  and  nev 
companies  never  had  a  traditional  p( 
sion  plan  in  the  first  place.  At  Dell  Co 
puter  Corp.  in  Austin,  Tex.,  Rich? 
Hodges,  the  benefits  manager,  calls  i 
fined-benefits  plans,  where  employe 
receive  a  set  retirement  amount  bas 
on  company  contributions,  "expensi 
and  rapidly  becoming  obsolete."  D 
matches  workers'  contributions  w; 
company  stock — a  growing  trend  amo 
all  employers.  Workers  then  "have 
stake  in  the  company,  which  sensiti2 
them  toward  company  goals,"  sa 
Hodges.  That's  the  company  view, 
professional  portfolio  manager,  thouj 
would  caution  against  investing  t 
much  of  the  employee  n( 
egg  in  a  single  stock. 

It's  all  a  far  cry  from  19' 
when  Congress  changed  t 
Internal  Revenue  Service  co 
to  spur  new  private-sector  : 
tirement  initiatives.  The  si 
cess  of  the  401(k)  plan  prov 
that  at  least  this  time.  Was 
ington's  tinkering  is  provi: 
quite  worthwhile. 

By  Tim  Smart  in  New  Havt 
with     Karen  Thurston 
Atlanta  and  bureau  reports 


'J 


Get  behind  the  wheel  of  the  newPontiacBonnevih 
and  the  answer's  clear.  Especially  when  you  get 
handling  of  its  4-wheel  independent  suspension 
and  the  power  of  its  smooth  3.8  liter  engine. 
There's  even  standard  ant0ock  braices,  a  standa 
airbag  and  rich,  available  leather  seating  areas. 
Compare  Bonneville  to  Lexus  or  BMW  and 
pu're  talking  at  least  $10,000  to  $1500  less.* 
f  mnder  Bonneville's  been  named  a  Consumers  Digest 
'  "^st  Buy"  for  the  second yea^  in  a  row.  If  this  isy 
kind  of  driving  excitement,  visit  your  Pontiac  dealer  or 
call  1-800'762'490P  for  MB  information: 


PONTIAC  CARES. . .  with  an  extensive  3-year/3S,000-mHe, 
^■tUf^  No-deductible  limited  Wanantsf,  24-liourRoaifoide  Assistance 
and  Courtesy  Transportation.  See  your  dealer  for  details. 


*Based  on  USRP  of  Lexus  LS400,  BMW  5  and  7  Series.  Level  of  equipment  yariesi 
\Ei''SuckleUp,Ameriaiei932BMCorp.AHrightsresen/ed.  s 


THAT'S  UPBEAT,  NOT  BEAT-UP 


From  Wasliington  to  Wall  Street  to  Hollywood,  the  Zeitgeist  changed  in  '92 


All  ri^hl.  sit  down.  Once  again,  BUSINESS  week's  trend- 
meistei's  have  pressed  their  fingers  to  America's  pulse, 
and  here's  what  we've  found:  The  country  is  in  a  good 
mood.  Maybe  it's  temporary,  brought  on  by  a  post-election 
flush  of  good  feeling.  But  consider:  Vision  is  in  again,  as 


are  15-year  mortgages  and  savings  bonds.  Can  ideals  be  fai 
behind?  Comedian  Jerry  Seinfeld  and  Barney  the  Dinosaur 
(theme  song:  "I  love  you/you  love  me/we're  a  hap-py  fam-i- 
ly")  are  hot.  Gloomy  CEOs  and  regal  Brits  are  out.  Hey,  isn't 
that  the  bus  from  Hope  pulling  into  town? 


WHAT'S  OUT 


POLITICS  &  1 

ECONOMICS 

Investment 

Consumption 

Vision 

The  vision  thing 

First  Lady  lawyers 

First  Lady  grandmas 

Lloyd  Bentsen 

James  Baker 

Michael  Kinsley 

George  Will 

Latin  America 

Europe 

Rhodes  scholars 

British  Royals 

Managed  care 

Extra  lob  tests 

Teledemocracy 

Photo  ops 

Socks 

Millie 

BUSINESS 

Optimism 

Gloom 

George  Steinbrenner 

Marge  Schott 

Reengineering 

Quality  circles 

Virtual  corporations 

Vertical  integration 

Core  competencies 

Diversification 

Bloomberg  Business  News 

Reuters 

Muni-bond  funds 

Global-income  funds 

401(k)  plans 

ESOPs 

Series  EE  savings  bonds 

CDs 

Managed  trade 

Free  trade 

Silicon  Valley 

The  Pentagon 

Wrist  braces 

Carpal  tunnel  syndrome 

1  5-year  mortgages 

30-year  mortgages 

Separate  CEOs,  chairmen 

Cronyism 

SOCIAL 

TRENDS 

Jeffersonian  populism 

Homiltonion  elitism 

Jerry  Seinfeld 

Woody  Allen 

Barney  the  Dinosaur 

Big  Bird 

Denzel  Washington 

Bruce  Willis 

MTV's  Tabitha  Soren 

Meet  the  Press 

Dracula 

Batman 

Corelle 

Fiestoware 

Caffe  Latte 

Cappuccino 

Goatees 

Sideburns 

Nickelodeon 

Fox 

Garage  soles 

Consumerism 

WOODY:  YESTERDAY'S  NEBBISH 


THE  HOMESTEAD:  CRONY  CENTRAL 
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A  J)etter  iiiiderstaiidiiig 
of  derivatives  often  leads  to  an 
enhanced  investment  vield. 


Today,  sophisticated  investors  are  using  derivatives  to  enhance 
returns  in  a  variety  of  ways.  By  hedging  downside  risk.  By  com- 
bining risk  protection  with  upside  potential.  By  making  tactical 
adjustments  without  having  to  buy  or  sell  securities.  You  can 
swap  bond  coupons  for  equity  dividends.  You  can  diversify  into 
foreign  markets.  Even  hedges  can  be  hedged.  But  to  reap  the 
fuU  benefit  of  today's  complex 
and  changing  derivative  pro- 
ducts, you  should  turn  to  a  firm 
that  offers  objective  analysis,  in- 
depth  market  knowledge,  tech- 
nical expertise,  capital  strength. 
These  are  the  qualities  that 
have  made  J.R  Morgan  a  global 
leader  in  the  fuQ  range  of 
derivative  products. 


\laiia<;in{; an  m\t'»tiin'nt  [jortloliocun  he  timt-cuiiMiiiiiiif; aiul 
labor  intensive.  Derivatives  dctn  t  traiistorm  the  basic  task,  but 
they  can  make  the  process  taiij^ibly  more  prochictive. 


JPMor<>an 


i[;i:iiMiir:!c^-%iiTf=iv^? 


EDITED  BY  HARRIS  COLLINGWOOD 


SMILES  ON 
MADISON  AVENUE 

After  a  horrid  1991  and  a 
slightly  less  horrid  1992,  the 
advertising  business  is  poised 
for  rebound  in  the  coming 
year,  predicts  ad  agency 
McCann-Erickson  World- 
wide. The  shop  expects  total 
U.S.  advertising  to  expand 
6.9%  to  $141.2  billion. 
Here's  the  local  and  nation- 
al spending  outlook  for  the 
major  advertising  media 

Ad  1993  Percent 

medium  spending  change 

Millions         from  1992 


NATIONAL 


Broadcast      $24,175  5.7% 


Print 


11,515  6.8 


Direct  mail      27,360  7.5 


LOCAL 


Newspapers  $29,440  8.0% 
Broadcast        16,135  7.8 
Yellow  pages     8,465  4.0 

DATA  MeCANN  ERICKSON  WORLDWIDE 


BOEING  ENGINEERS 
DIG  IN  THEIR  HEELS 


►  These  days,  most  aerospace 
eng^ineers  would  be  happy 
just  to  keep  their  jobs.  But 
Boeinfi''s  17,000  unionized  en- 
.irineers  and  technicians  in  Se- 
attle are  playing  hardball. 
Some  70'/f  voted  to  reject  the 
three-year  contract  union 
leaders  negotiated  with 
Boeing  and  authorized  a 
strike.  Management  isn't 
budging  from  its  offer.  Since 
many  uf  Boeing's  customers 
want  to  delay  plane  deliveries, 
it  could  [irobably  weather  a 
strike.  Tlie  engineers,  by  con- 
trast, have  no  strike  fund. 


NOW,  LOCKHEED 
IS  NO.  2 


►  C'onsolidation  of  the  defense 
industry  picked  up  steam  on 
Dec.  9,  when  Lockheed  said  it 


would  buy  General  Dynamics' 
fighter  aircraft  division  for 
$1.5  billion  in  cash.  The  sale, 
rumored  for  weeks,  will  boost 
Lockheed's  annual  revenues 
by  $3  billion,  to  $10  billion, 
and  make  the  company  the 
No.  2  Pentagon  contractor  af- 
ter McDonnell  Douglas.  Lock- 
heed, which  makes  the  F-117 
fighter-bomber  and  U-2  spy 
plane,  will  gain  the  majority 
share  in  the  Air  Force's  F-22 
stealth  fighter  and  the  long- 
running  F-16  fighter. 

For  its  part,  GD  is  sitting  on 
a  dwindling  pile  of  assets.  Al- 
ready this  year,  en  has  sold 
its  Cessna  Aircraft  division 
and  its  missile  business.  Next 
up  could  be  the  sale  of  the 
Electric  Boat  submarine  unit 
to  Tenneco. 


REVERSING 
A  PRATT  FALL? 


►  Karl  Krapek  has  lerl  turn- 
arounds at  Pontiac  and  at 
United  Technologies'  Otis  Ele- 
vator and  Carrier.  But  the  job 
Krapek  got  on  Dec.  8  makes 
his  other  assignments  look 
like  spring  training.  UTC  Presi- 
dent George  David  has  called 
on  Krapek,  44,  to  take  the 
reins  at  UTC's  deeply  troubled 
Pratt  &  Whitney  unit,  a  mak- 
er of  jet  engines  that  is  in  the 
midst  of  a  massive  corporate 
overhaul  prompted  by  a  sharp 
drop-off  in  orders  from  plane 
makers. 

Krapek  will  have  to  acceler- 
ate the  shuttering  of  aging 
plants,  modernize  maiiufac- 


'HO  HO  HO.  SEE  MY  SECRETARY.  HO  HO  HO' 


Santa  Claus;  jolly  embodiment 
of  the  holiday  spirit?  Or  hard- 
nosed  time  manager'?  Wait, 
you're  right  on  both  counts.  This 
Christmas  season,  suburban  Chi- 
cago's popular  Woodfield  Mall 
offered  kids  the  chance  to  book 
five-minute  appointments  with 
St.  Nick.  The  trial  program, 
which  ended  on  Dec.  6,  proved 
so  popular,  says  Marketing  Di- 
rector Paddy  Buratto,  that  the 
mall  plans  to  offer  it  next  year  all  the  way  through  Christm 
The  mall's  general  manager,  Jim  Linowski,  hit  on  the  idea 
a  way  to  shorten  the  long  lines  of  children  and  parents  wait 
to  meet  the  great  (some  older  kids  might  say  gross)  man.  A 
five  minutes  gives  bashful  tykes  time  to  get  comfortable  w 
Santa.  "This  way,  other  parents  aren't  glowering  at  a  c\ 
who  isn't  moving  along,"  says  Buratto.  And  with  up  to  26,1 
kids  expected  to  visit  Woodfield's  Santa,  up  3,000  from  19 
something  simply  had  to  be  done  about  cycle  time. 


turing,  and  continue  to  reduce 
the  work  force — 1,470  work- 
ers got  pink  slips  four  days 
after  Thanksgiving.  A  further 
3,300  will  be  gone  by  midyear. 
It's  not  a  pleasant  assign- 
ment, but  based  on  his  record, 
Krapek  seems  suited  for  it. 


AN  OFFICE  GLUT 
HITS  GERMANY 


►  The  global  conmiercial-prop- 
erty  slump  is  finally  arriving 
in  Germany.  Lease  rates  have 
slipped  as  much  as  20^'  re- 
cently. With  the  German  econ- 
omy in  recession,  some  mar- 
kets are  Hearing  the 
saturation  point.  In  addition, 
tlie  Bundesbank's  high  inter- 


est rates  are  putting  1 
screws  to  developers.  In  B 
lin  alone,  projects  in  1 
works  could  quadruple  oft 
space  by  1994. 

Some  bankers  concede  tl 
the  slump  is  raising  fears 
growing  loan  losses.  But  tl 
insist  they  won't  suffer  ' 
fate  of  foreign  competitc 
"Germans  haven't  pursi 
the  same  speculative  exces: 
as  the  Japanese  or  Britis 
says  Michael  Bullock,  chief 
vestment  officer  at  Deutsc 
Bank's  Morgan  Grenfell  ui 


HOME  SHOPPING 
FINDS  A  BIG  SHOPPER 

►  Home  Shopping  Netwc 
Chairman  Roy  Speer  is  selli 
a  controlling  stake  in  the  \ 
eo-shopping  pioneer  to  Lib 
ty  Media  for  $60  million  cj 
and  4  million  shares  of  sto 
The  deal  is  valued  at  $150  r 
lion.  Liberty  was  spun  off 
1991  from  Tele-Communi 
tions  Inc.  and  owns  cable  s 
tems  and  programming, 
eluding  a  minority  stake 
HS.v's  rival,  QVC  Netwo: 
John  Malone,  chairman  of  L 
erty  and  president  of  T 
gains  h.sn's  state-of-the-i 
telephone  answering  a 
switching  system  in  his 
forts  to  exploit  the  possit 
ties  of  interactive  TV. 
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\  LAME  DUCK  WHO'S 
SURPRISINGLY  PRESIDENTIAL 


V  c-ami)aig'ne(i  with  all  the  class  and  polish  of  one  of  llif 
Itowei-y  Boys.  But  in  his  last  days  in  office,  George 
Bush  has  rediscovered  iiohlesHe  oblige.  Lihei'ated  by 
is  defeat,  Bush  has  launched  a  final  flurry  of  activity  that  has, 
t  lonf^  last,  broken  the  paralysis  that  ^-ipped  much  of  his  Ad- 
ninistration.  Bush  has  acted  decisively  in  dispatching  U.  S. 
roops  to  Somalia,  maneuvered  deftly  on  Asia  policy,  played 
ardball  on  trade,  and  rebuffed  some  of  the  loonier  demands 
f  the  GOP's  right.  All  this  has  long-time  Bushies  noting  wist- 
ully  that  if  their  man  had  governed  with  similar  panache,  he 
/ouldn't  be  packing  boxes  today. 

There's  more  to  come  as  Bush  winds  up  his  term  wit 
■ne  eye  on  his  place  in  history.  But, 
iterestingly  enough,  the  prime  ben- 
ficiary  of  the  lat(^  policy  lilitz  may  be 
iill  Clinton.  Somalia  is  the  kind  of 
>umanitarian  intervention  that  liber- 
Is  love.  And  by  moving  now.  Bush 
las  spared  Clinton  the  need  to  dis- 
latch  U.  S.  troops  abroad  as  one  of 
lis  first  acts  in  office. 

That  wasn't  Bush's  motivation.  In- 
stead, he  was  making  clear  that  the 
J.  S.  remains  the  main  force  for  polic- 
ng  the  soon-to-be-renamed  New 
Vorld  Order.  Says  top  Bush  aide 
""rederic  V.  Malek:  "The  President 

•eally  believes  there's  no  reason  to  he  a  superi)ower  unless 
'ou  are  willing  to  do  the  right  thing."  In  three  valedictory  ad- 
Iresses,  the  first  on  Dec.  15  at  Texas  A&M,  Bush  will  argue  for 
•ontinued  U.  S.  engagement  in  an  unstable  world. 
«IEW  ACTIVISM.  Bush  is  also  sparing  Clinton  trouble  on  the 
,rade  front.  The  President  will  sign  the  North  American  Free 
Prade  Agreement  on  Dee.  17.  Some  Hill  Democrats  hoped 
Bush  would  leave  that  chore  to  his  successor.  But  inking  the 
5act  now  makes  it  virtually  impossible  for  Clinton  to  accede  to 
'ongressional  demands  that  he  renegotiate  the  pact  to 
itrengthen  laT)or  and  enviroiunental  protection.  That  leavt's 


Clinton  to  do  what  he  really  hoped  to  do  anyway,  which  is 
tinker  around  the  edges  of  the  deal. 

Elsewhere  on  the  trade  front.  Bush's  new  activism  has 
also  helped  Clinton's  cause.  By  forcing  Europeans  back  to 
the  bargaining  tat)le  on  agricultui-al  issues  with  the  threat  of 
tough  retaliation  against  France,  the  President  revived  chanc- 
es for  a  global  ti-ade  pact.  Months  of  wi-angling  remain,  but 
Clinton  will  be  positioned  to  claim  credit  for  an  accord  that 
will  be  mostly  George  Bush's  doing. 

Bush  has  been  ecjually  busy  tidying  up  affairs  in  Asia.  He 
may  ease  trade  restrictions  on  Vietnam,  clearing  the  way 
for  U.  S.  business  to  begin  overtures  in  a  l)ig  new  market. 

Clinton,  whose  draft  record  is  a  sore 
l)oint,  would  have  found  it  tough  to 
make  the  first  move  on  normaliza- 
tion. Bush  has  also  responded  to  Tai- 
wan's craving  for  U.  S.  attention  by 
dispatching  Trade  Representative 
Carla  A.  Hills  to  Taipei.  Her  trip  sent 
a  hint  to  China  that  Washington's  pa- 
tience with  the  slow  i)ace  of  political 
reform  is  limited.  And  it  could  help 
U.  S.  companies  win  more  of  Taiwan's 
$300  billion  public  works  program. 

On  domestic  mattei's.  Bush  seems 
to  have  returned  to  his  moderate 
I'oots.  He  ordered  new  food-labeling 
juKieUnes,  brushing  aside  objections  from  the  meat  indus- 
try. He  has  thrown  swamp  water  on  Dan  Quayle's  j^lan  to 
weaken  wetlands  protections.  Quayle's  suggestion  that  Bush 
nullify  the  Iran-contra  trial  of  former  Defense  Secretary  Cas- 
par W.  Weinberger  with  a  pardon  met  a  similar  fate. 

Doing  Bill  Clinton  a  favor  may  have  been  the  last  thing  on 
Bush's  mind  as  he  ties  up  the  loose  ends  of  his  Pi-esidency.  But 
in  polishing  his  own  legacy  with  a  final  flurry  of  activity. 
Bush  may  just  make  it  possible  for  Clint (;n  to  do  what  he  real- 
ly wants:  maintain  a  single-minded  focus  on  the  economy. 

Bi/  Doiit/lds  Hiirliirclit  wtd  Paul  AUKjunsson 


CAPITAL  WRAPUP I 


THE  HOUSE 


After  giving  at  least  a  few  minutes' 
thought  to  the  idea  of  trying  to  in- 
crease their  influence  by  cooperating 
with  the  new  Administration,  House 
Republicans  have  come  down  firmly 
on  the  side  of  confrontation.  The  cleai'- 
est  signal  came  on  Dec.  7,  when  the 
House  GOP  caucus  voted  to  oust  Jerry 
Lewis  of  California  as  chairman  of  the 
Republican  Conference,  the  No.  3  lead- 
ership post,  in  favor  of  Texas  conserva- 
tive Richard  K.  Armey.  Armey  won 
by  promising  to  use  in-your-face  politics 
against  the  Democrats.  But  the  for- 
mer economics  professor  is  more  than 
a  mere  bomb-thrower.  He  won  the  re- 


spect of  colleagues  in  1988  when  he 
devised  the  procedure  that  cleared  the 
way  for  large-scale  closing  of  military 
bases.  He  also  has  led  a  bipartisan  ef- 
fort to  cut  farm  subsidies. 

ADVICE  

When  Bill  Clinton  rolls  into  Wash- 
ington for  his  inauguration  on 
one  of  the  buses  that  became  a  syml)ol 
of  his  campaign,  he'll  be  riding  with 
expert  advice.  The  Clintonites'  infor- 
mal bus  consultant  has  been  Allen  H. 
Neuharth,  retired  chairman  of  Gannett 
Co.  During  the  '80s,  Neuharth  regu- 
larly toured  the  nation  in  a  custom 
coach  and  reported  on  the  "buscapades" 
in  his  USA  Tod((i/  column. 


POLITICS 


George  Bush  probal>ly  won't  play 
an  active  role  in  politics  after 
leaving"  office.  But  his  candidate  is 
emerging  as  the  favorite  to  win  the 
chairmanship  of  the  Republican  Na- 
tional Committee  in  January.  Spencer 
Aliraham  of  Michigan,  executive  direc- 
tor of  the  flop's  congi'essional  campaign 
committee,  is  backed  by  both  Bush- 
Quayle  forces  and  Senate  Minority 
Leader  Bob  Dole  (Kan.).  Haley  Bar- 
bour of  Mississippi  is  pushing  himself 
as  an  outside-the-Beltway  choice  who 
would  appeal  to  the  vital  Southern  con- 
stituency. Ex-Army  Secretary  Howard 
H.  "Bo"  Callaway  is  a  dark  horse. 


ASHINGTOK  OUTLOOK 
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Building  inexpensive  eomputers  isn't  exactly 
earth-shattering  news.  Building  inexpensive 
computers  that  still  deliver  IBM  quaUty  is.  Yet,  that's 
precisely  what  PS/ValuePoint™does. 

Introducing 

PS/ValuePoint 


Mixlel  3257 

m>  SLCr"  25  MHz  SY>it<'m 
2\IHR AM  HUMR  HI) 
5  IT  Slois/5  Hav^ 
IBM  Enhanct-d  Keyhixird/ 

Mouse/S\  G  i 
DOS  5.0  Pr<'- installed 
rS/2'^J  8511  Clor  l)isj,lny-l  (, 


4*  

_   

*    .  $1,299' 


i  I 


PS/ValuePoint  is  a  whole  family  of  computers 
that  lets  you  spend  less,  without  settling  for  less.  Lets 
you  economize,  without  compromise. 

Each  PS/ValuePoint  is  engineered  to  the  IBM 
standards  that  have  defined  the  personal  com- 
puter industry.  And  rigorously  tested  to  meet  IBM's 
stringent  demands  for  quality  and  reliability. 

The  PS/ValuePoint  familv  is  fullv  networkable, 
and  Novell*^- certified  for  use  with  Ethernet  or 
Token-Ring  L\Ns.  So  the  PS/ValuePoint  not  only 
keeps  your  costs  down,  it  protects  the  investments 
you've  already  made. 

IBM  also  provides  expandabilitv  for 
base  products  by  offering  new  IBM  hard 
drives,  diskette  drives  and  memory 
upgrades. 

■IBM  prices,  dealer  prices  may  vary  "Next-business-day  response  when  serviced  by  IBM 
or  IBM  Authorized  Personal  Systems  Servicers  Available  Monday-Friday  Sam  to  5  p  m 
in  your  time  zone  Warranty  and  30-day  guarantee  information  available  from  IBM  or  IBM 
authorised  dealers  "In  Canada,  call  1  800  465-7999,  IBM,  OS/2  and  PS/2  are  registered 
trademarks  and  PS/ValuePoint,  SLC,  HelpWare  and  HelpCenter  are  trademarks  of 
International  Business  Machines  Corporation  Novell  is  a  registered  trademark  of  the  Novell 
Corporation  The  Intel  Inside  logo  is  a  trademark  of  Intel  Corporation     1992  IBM  Corp 
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Computers  that  do  f 

for  practi 


ay  Ainei'icaii  eanipaifi'n  would  try  to 
nave  China's  $15  billion  trade  surplus 
ith  the  U.  S.  In  mid-November,  China 
inounced  a  $2  billion  purchase  of  U.  S.- 
ade  compuler-chip-manufacturinii- 
luipment. 

But  Hon}^  Konj;  is  just  too  close  for 
.mfort.  Incleed,  Hong  Kong  officials  re- 
)rt  that  some  10  million  viewers  in 
luthern  China  tuned  into  Patten's 
leech  via  satellite  when  he  announced 
s  reforms.  Fully  97''  of  those  inter- 
ewed  in  Guangzhou  and  Shenzhen 
ive  heard  of  Patten,  while  only  &17' 
luld  name  their  own  provincial  gover- 
)r,  according  to  a  telephone  survey  by 
Hong  Kong  newspaper.  "The  Chinese 
)vernment  is  concerned  that  the  British 
ill  use  Hong  Kong  as  a  base  to  create 
ouble  to  subvert  the  present  regime," 
lys  an  expert  at  a  leading  Beiiing  think 
,nk. 

The  irony  is  that  while 
ong  Kong  politics  rattle  the 
adership  in  Beijing,  China 

opening  elsewhere  as  nev- 
•  before.  Leaders  have 
ung  open  the  doors  to  for- 
gn  investment,  and  a  re- 
)rd  $31  billion  has  flowed  in 
lis  year.  Some  30,000  Chi- 
3se  students  have  studied  in 
le  U.  S.  since  the  Tianan- 
len  Square  massacre.  Even 
)p  Chinese  officials  are  sig- 
aling  a  readiness  to  change, 
iao  Shi,  a  member  of  the 
olitburo's  inner  sanctum 
nd  head  of  China's  secret 
olice,  said  on  Dec.  4  that 
hina  should  learn  from  the 
/est  in  amending  its  consti- 
ation  to  "benefit  the  devel- 
pment  of  a  democratic  legal 
vstem." 

OMMON  GROUND.  If  China  backslides  in 
[ong  Kong,  its  fragile  progress  would 
3unt  for  little.  Already,  the  China-Hong 
^ong  spat  is  spurring  fresh  calls  in  Con- 
ress  for  tougher  trade  terms.  And  if 
sports  that  China  has  shipped  M-11  mis- 
iles  to  Pakistan  prove  true,  the  U.  S. 
lay  insist  on  retaliation. 
But  Patten  and  Beijing  do  share  some 
Dmmon  ground.  Early  next  year.  Patten 
'ill  head  for  Washington  to  lobby  vigor- 
usly  for  unconditional  MFN  status  for 
'hina.  There  is  also  some  wiggle  room 
1  his  democracy  plan.  His  ideas  are 
proposals,"  not  "decisions,"  he  says. 
Iltimately,  it  is  up  to  Hong  Kong's  Leg- 
ilative  Council  to  vote  on  the  extent  of 
eforms  early  next  year.  If  they  are  wa- 
sred  down  to  pass  muster  with  Beijing, 
'atten  could  still  claim  victory,  having 
;t  the  locals  cast  the  final  vote.  That 
TOuld  be  enough  to  allow  Britain  to  pull 
ut  of  its  last  major  colony  with  a  clear 
onscience. 

By  Joyce  Ba rnathd it  in  Hong  Kong 


HONG  KONG I 


'I'M  KEEN 

ON  COOPERATION' 


An  interview  with  Chris  Patten,  the  governor  of  Hong  Kong 


After  just  five  ntontlis  as  Hong  Kong's 
governor.  Chris  Patten  sparked  a  roiv 
with  Chit/(i  by  jjres.sii/g  for  ))iore  de- 
mocraey  in  the  British  eolony  before 
Beijing  takes  over  i>i  1.9.97.  The  Chinese 
flatly  rejected  the  move  and  threatened 
reprisals,  including  the  revocation  of 
the  1.984  Sino-British  treaty  on  the  fu- 
ture of  the  colony.  In  his  stately  man- 
sion, Patten  answered  questions  from 
BUSINESS  WEEK  Editor-in-Chief  Ste- 
phen B.  Shepard,  Assistant  Managing 


AMONG  THE  PEOPLE:  A  ROW  WITH  CHINA  WAS  'INEVITABLE' 


Editor  Robert  ■/.  Dowling.  and  Hong 
Kong  Bureau  Chief  .Joyce  BarnathiDi. 

Q  The  question  is  why  noiv?  Your  pre- 
decessor had  five,  six,  seven  years  si>ice 
the  treaty  was  signed.  Nobody  pushed 
for  democracy. 

A  The  issue  is,  what  precisely  should  be 
the  arrangements  for  the  last  elections 
under  British  sovereignty  in  1995?  The 
position  of  the  United  Kingdom  was  that 
there  should  be  an  increase  in  the  num- 
ber of  directly  elected  seats.  The  position 
of  China  was  there  shouldn't  be  ....  I 
took  the  view  that  we  were  inevitably 
going  to  have  an  argument,  so  we  were 
better  off  having  it  as  far  ahead  of  1997 
as  possible. 

Q  0»f  senses  that  Ho>tg  I\ong's  busi- 
ness community  doesn't  understand 
and  appreciate  Britain's  efforts. 

A  I  think  the  relationship  between  the 
rule  of  law  and  a  clean  administrative 


system  and  Hong  Kong's  success  is 
sometimes  insufficiently  recognized.  I 
don't  think  Hong  Kong  would  have  as 
audacious  and  successful  an  economic 
future  if  that  rule  of  law  was  corroded. 

Q  Do  you  think  the  Chinese  strategy 
noir  is  to  try  to  make  you  effectively  a 
lame  duck  by  frightening  everyone 
into  voting  down  your  proposals? 

A  I'm  not  sure  that  they  want  to  make 
me  a  lame  duck.  I'm  keen  on 
cooperation.  I  do  think  that 
Hong  Kong  wants  a  modest 
increase  in  its  ability  to 
shape  its  life,  its  future.  It's 
not  part  of  some  great,  elab- 
orate plot  or  threat  to  the 
mainland. 

Q  Some  co)!g)-css}ne)i  are 
urging  the  Cli)iton  Admin- 
istration to  li>ik  Clii)ia's 
)ni)st-fa  vo)-ed-tiation  trade 
status  with  progress  on  de- 
mocracy in  Hong  Ko)ig. 
Would  that  devastate  Hong 
Kong  economically.'' 

A  It  would  be  spectacularly 
eccentric  and  perverse  to 
take  it  out  on  Hong  Kong.  I 
will  be  lobbying  in  the  States 
early  next  year  in  favor  of  unconditional 
.MFN.  I  will  be  doing  that  as  a  matter  of 
principle  because  I  don't  believe  in  politi- 
cizing trade. 

Q  Hoir  ivould  you  advise  the  new  Clin- 
ton Administ ration  on  dealing  irith 
Beijing? 

A  All  that  I  would  say  is  that  I  don't 
believe  disengagement  as  a  policy  ever 
works,  except  in  extreme  circumstances. 

Q  What  does  work  with  China? 

A  I  think  the  expression  is  constructive 
engagement. 

Q.4rc  you  going  to  back  off  on  your 
proposals? 

A  It  would  be  difficult.  I  am  wholly 
open-minded  about  other  proposals 
which  seem  better  or  more  acceptable. 
However,  we  will  have  to  make  a  deci- 
sion soon. 
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Our  most  important  arrival  gate  is  yours. 


For  every  traveler,  there  is  one  all-important 
final  destination.  Home.  So  you'll  feel  better 
knowing  that  our  flight  crews  are  among  the 
world's  most  experienced.  And  that  our  planes, 
at  an  average  age  of  five  years,  are  some  of  the 
youngest  in  the  air  You  can  be  sure,  wherever 
your  business  takes  you,  getting  you  there  and 
back  safely  to  those  welcoming  arms  is  our 
greatest  passion  of  all. 


A  passion  for  perfection.' 


Lufthansa 


For  more  inlormalion  and  reservations  call  1-800-645-3880  or 
see  your  Travel  Agent  Lulttiansa  is  a  participant  in  the  mileage 
programs  of  United,  Delta  and  USAir 
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FHE  RISING  SONS 

SHAKING  UP  JAPANESE  POLITICS 


0 


lice  or  twice  a  week,  some  .'30  Japanese  Dietmen  ti'oo]) 
in  lor  l)reakfast  at  the  dignified  Capitol  Tokyu  Hotel  in 
i^BF'  Nagata-cho,  Japan's  political  district.  Over  miso  soup 
[id  grilled  fish,  they  hear  a  lecture  from  an  outside  expert 
nd  discuss  hot  topics  such  as  the  recent  election  of  Bill  Clin- 
)n  in  the  U.  S. 

This  relatively  young  bunch  of  parliamentarians  seems  des- 
ned  to  shake  up  Japanese  politics.  Calling  themselves  Reform 
orum  21,  they're  set  to  become  the  sixth  and  newest  faction 
f  the  ruling  Liberal  Democratic  Party.  These  factions  domi- 
ate  Japanese  politics  through  votes  in  the 
)iet  and  the  funds  they  supply  to  candidates. 
DUGHER  LINE.  Reform  Forum  21  is  the  first 
srious  effort  to  wrest  control  from  the  old 
len  who  have  dominated  the  political  scene 
ince  World  War  II.  "Young  people  in  the 
DP  are  very  eager  to  get  out  from  the  con- 
;'ol  of  their  seniors,"  says  Satsuki  Eda,  a  re- 
pected  opposition  Dietman. 

This  generational  shift  is  being  spurred 
y  the  mammoth,  still-unfolding  Sagawa  Kyu- 
in  scandal  that  has  linked  leading  politicians 
J  illegal  payoffs  and  gangsters.  The  younger 
jaders,  such  as  Reform  Forum  21  co-founders 
'sutomu  Hata  and  Ichiro  Ozawa,  are  different 
•om  their  elders.  They  dream  of  a  more  gk> 
ally  assertive  Japan.  They  think  such  a 
hange  reciuires  a  cleaner  government  re- 
pected  by  its  people.  They  also  feel  less  be- 
olden  to  the  U.  S.  "It  is  finally  time  for  a 
ruly  equal  U.  S.-Japan  partnership,"  declares 
[azuo  Aichi,  Reform  Forum  2rs  policy  chief. 

If  the  new  faction's  views  take  hold,  there  could  well  be 
lashes  with  Clinton,  who  seems  likely  to  take  a  tougher  line 
<n  Japan.  But  Clinton  might  also  appreciate  Japanese  leaders 
i^ho  speak  clearly  and  take  initiative. 

The  stature  of  Reform  Forum  2rs  founders  gives  it  a  real 
hot  at  having  a  lasting  impact.  Finance  Minister  Hata,  .57.  is 


TURMOIL  IN  THE  DIET 


a  smooth,  widely  respected  politician  long  viewed  as  a  poten- 
tial prime  minister.  Ozawa,  50,  is  a  savvy,  rough-and-tumble 
former  secretary-general  of  the  LDP.  He's  the  true  pf)wer  be- 
hind what  will  be  called  the  Hata  faction. 

The  two  started  down  this  road  when  they  recently  led  a 
walkout  from  the  once-dominant  luit  now  scandal-ridden  Tak- 
eshita  faction.  The  move  has  thrown  the  LDP  into  turmoil 
and  threatened  the  position  of  the  urbane  but  weak  73-yeai'-old 
Prime  Minister  Kiichi  Miyazawa,  whom  the  Takeshita  crowd 
put  in  power.  Right  now,  Miyzawa  is  deliberating  over  wheth- 
er to  include  anyone  from  the  new  faction  in 
the  Cabinet  he  is  expected  to  name  soon. 

The  Prime  Minister  badly  needs  powerful 
allies.  Leading  political  analyst  Minoru  Mori- 
ta  believes  the  current  disarray  will  prevent 
Miyazawa  from  getting  his  budget  passed 
next  spring.  That  could  crimp  the  economic 
recovery  expected  next  year.  It  could  also 
force  elections  that  the  LDP  would  have  trou- 
l)le  winning— especially  if  Hata  and  Ozawa 
form  a  new  party,  as  Morita  expects. 
FRICTION  AHEAD?  If  they  go  that  far,  they 
would  probably  be  joined  by  some  young 
Dietmen  from  other  factions  and  the  opposi- 
tion parties.  They  may  also  attract  the  sup- 
i:)ort  of  a  new,  grass-roots  reform  movement 
led  by  well-known  management  consultant 
Kenichi  Ohmae.  Japanese  political  circles  are 
buzzing  with  talk  of  a  coalition  government 
that  would  pave  the  way  for  either  Ozawa  or 
Hata  to  become  prime  minister. 


A  more  decisive  government  is  just  what  many  Westerners 
have  urged  on  Japan  for  years.  But  one  wonders  how  comfort- 
able Washington  and  Europe  would  really  l)e  with  a  Japan 
that,  for  example,  throws  its  weight  around  more  in  Asia 
and  demands  a  seat  on  the  U.  N.  Security  Council.  That's 
the  sort  of  Japan  the  younger  generation  wants. 

B//  Rohvrt  Ncff  ill  Tokijd 
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RUSSIA 


For  Russian  President  Boris  N. 
Yeltsin,  it  was  the  biggest  blow 
since  he  took  office  18  months  ago.  On 
Dec.  9,  hard-line  members  of  the  Rus- 
sian Congress  of  People's  Deputies 
beat  back  Yeltsin's  attempt  to  win  con- 
firmation of  radical  economist  Yegor 
T.  Gaidar  as  Prime  Minister.  Gaidar 
lost  by  only  19  votes.  But  the  decision 
shows  just  how  much  opposition  there 
is  to  Gaidar's  painful,  shock-therapy 
reform  policies.  Furthermore,  it  leaves 
Yeltsin  in  a  much  weakened  position 
and  could  jeopardize  negotiations  with 
the  International  Monetary  Fund  on 
billions  of  dollars  in  aid. 


Yeltsin  could  now  he  forced  to  shuf- 
fle his  Cabinet.  Increasingly  likely  is 
the  dismissal  of  Foreign  Minister  An- 
drei Kozyrev,  who  has  been  criticized 
for  being  too  pro-American.  The  con- 
gress vote  against  Gaidar  is  doubly 
l)ad  because  Yeltsin  fought  hard  for 
compromise.  To  win  votes  for  Gaidar, 
he  agreed  to  give  the  Russian  Parlia- 
ment a  veto  on  candidates  for  minis- 
ters of  foreign  affairs,  defense,  security, 
and  internal  affairs.  The  congress 
quickly  snapped  up  Yeltsin's  offer,  but 
it  voted  to  dump  Gaidar  anyway.  In 
another  compromise  move,  Yeltsin  de- 
cided against  asking  the  congress  to 
renew  special  powers  he  had  gained  a 
year  ago  to  issue  economic  reform  de- 


crees without  parliamentar'y  approval. 
Now  the  Russian  President  faces  a 
winter  of  parliamentary  battles  over 
issues  such  as  the  1993  privatization 
l)rogram,  credits  for  flagging  enter- 
prises, and  tax  policy. 

But  Yeltsin  hasn't  given  up  the  fight. 
He  is  expected  to  keep  Gaidar  on  as 
acting  Prime  Minister  for  three  more 
months— as  Russian  law  allows.  Gaidar 
has  held  that  post  since  last  spring. 
The  extra  time  would  give  Gaidar  the 
chance  to  stave  off  hyperinflation  and 
privatize  a  significant  chunk  of  state  in- 
dustry before  leaving  office.  With  such 
a  privatization  program  in  place,  it 
would  be  much  more  difficult  for  hard- 
liners to  turn  l)ack  Gaidar's  reforms. 
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RADIO  I 


HOWARD  STERN'S  BOSS 
GETS  AN  EARFUL 


Infinity  has  been  heavily  fined.  Now,  its  licenses  are  on  the  line 


I  oward  Stern  tapes  paper  over  the 
windows  of  his  New  York  studio 
I  to  prevent  curious  staffers  from 
gawking  at  him  wliile  he  broadcasts. 
The  way  things  are  going,  his  boss,  Mel 
Karmazin,  may  want  to  borrow  Stern's 
tape  for  his  own  office. 

Until  recently,  Karmazin  had  mostly 
avoided  the  controversy  over  Stern  and 
his  bathroom-wall  jokes  about  every- 
thing from  Pee-wee  Herman's  sex  habits 
to  the  crisis  in  Somalia.  Now,  though, 
the  unassuming  president  of  Infinity 
Broadcasting  Corp.  is  in  a  high-stakes 
showdown  with  the  Federal  Communica- 


It's  all  very  distracting  for  the  49- 
year-old  former  ad  salesman,  who  has 
doggedly  built  Infinity  into  an  industry 
giant.  With  18  VM  and  AM  stations.  Infin- 
ity is  the  largest  U.  S.  company  devoted 
exclusively  to  radio  (table).  And  Karma- 
zin is  the  only  entrepreneur  who  has 
seized  on  the  FCC's  recent  decision  to 
boost  the  number  of  stations  one  compa- 
ny may  own.  He  just  plunked  down  $113 
million  for  stations  in  Chicago,  Boston, 
Atlanta,  and  Philadelphia. 
JOCK  lOCK.  But  Stern's  smutty  mouth 
could  jeopardize  all  that  painstaking 
work.  Industry  experts  say  the  FCC  rare- 


INFINITY'S 
BROAD  HORIZONS 


1  8  FM  and  AM  stations  in  top  markets 
such  as  New  York,  Los  Angeles,  Chicago, 
Philadelphia,  and  Boston 


FEATURES 


Popular  radio  personalities  such  as  How- 
ard Stern,  Don  Imus,  and  Doug  Tracht 


INDUSTRY  RANK 


No.  4  after  CBS,  Group  W,  and  ABC 


1992  RESULTS* 


Revenue:  $  1 50  million   Income:  $68  million 


*Estimotes;  income  represents  earnings  before  inter 
est,  depreciation,  and  amortization  of  debt 

DATA  COMPANY  REPORTS,  ALEX  BROWN  &  SONS 


LOOSE  LIPS:  THE  FCC  IS  LISTENING 


tions  Commission  over  whether  Stern  vi- 
olateil  its  decency  rules. 

On  Dec.  10,  the  FCC  was  set  to  slap 
Infinity  vvith  several  hundred  thousand 
dollars  in  fines  for  allegedly  indecent 
remarks  made  by  Stern  on  three  of  its 
stations.  Even  more  serious,  the  conimis- 
sion  was  to  warn  Karmazin  that  if  Stern 
steps  over  the  line  again,  it  could  move 
to  revoke  some  or  all  of  his  stations' 
broadcast  licenses.  Karmazin  plans  to 
appeal,  and  observers  expect  the  case  to 
become  a  litmus  test  for  what  "shock 
jocks"  such  as  Stern  can  get  away  with. 
"We  would  certainly  like  to  see  this  go 
away,"  says  Karmazin  wearily. 


ly  threatens  to  revoke  broadcast  li- 
censes. And  losing  any  of  them  would  be 
a  body  blow  to  Infinity.  The  company 
went  public  in  January,  and  its  stock  has 
risen  steadily,  to  a  recent  25,  from  its 
offering  price  of  11 V2.  Still,  investor  con- 
fidence in  Infinity  could  be  sorely  weak- 
ened if  the  dispute  escalates. 

One  thing  Wall  Street  certainly  ap- 
plauded was  Karmazin's  purchase  of 
WF.\N-.\M  in  New  York  for  $70  million  in 
April.  The  all-sports  station  is  home  to 
acid-tongued  radio  personality  Don 
Imus.  Along  with  Stern,  he  gives  Kar- 
mazin a  lock  on  the  two  most  celebrated 
jocks  in  New  York  radio.  And  that  en- 


KARMAZIN:  CA 


allied  Karmazin  to  boost  WF.^K's 
rates  by  lo7<.  "Mel  is  one  of  the  be 
operators  in  the  radio  business,  if  n 
the  best,"  says  Herbert  McCord,  w 
runs  a  radio  group  backed  by  Kohlbe 
Kravis  Roberts  &  Co. 

Millions  of  listeners  thrill  to  Kara 
zin's  brand  of  radio.  When  Stern  join 
Infinity's  WXRK-FM  in  New  York  in  19i 
it  was  No.  21  in  the  morning  ratings.  1 
last  fall,  it  was  No.  1.  At  Los  Angeles  1 
station  KLSX,  where  Stern  is  syndicate 
his  show  is  No.  1  though  it  airs  on  ta 
delay  and  his  remarks  about  Angelen 
are  not  always  gen- 
erous. In  Novernber, 
1991,  for  example. 
Stern  said  he  wanted 
to  "strip  and  rape" 
the  D.Js  at  a  rival 
L.  A.  morning  show. 

For  Karmazin, 
Stern  is  the  center- 
piece of  a  remark- 
ably simple  strategy. 
He  buys  only  sta- 
tions in  major  mar- 
kets because  they 
have  high  profit 
margins.  And  he  pays  top  dollar  for  h 
personalities.  Otherwise,  Karmazin  ru 
an  exceedingly  lean  shop:  His  entire  c( 
porate  staff  consists  of  seven  people.  . 
a  result.  Infinity  boasts  an  operatii 
margin  of  45'/.  Drew  Marcus,  a  rac 
analyst  at  Alex.  Brown  &  Sons  Inc.,  es 
mates  that  Infinity  will  earn  operatii 
income  of  $68  million  on  revenues 
$150  million  in  1992.  That's  an  117'  eai 
ings  gain  in  a  still-depressed  industry 
UNKIND  CUT.  These  days,  though,  K; 
mazin  worries  more  about  lowbrow  1 
marks  than  high  finance.  He  stoutly  c 
fends  the  inflammatory  Stern,  w. 
commands  premium  ad  rates.  As  for  I 
brand  of  humor,  "we  believe  it  is  0. 
to  be  outrageous,"  Karmazin  explair 
"But  we're  not  looking  to  thumb  0 
nose  at  the  FCC."  Even  he  wince 
though,  when  he  recently  heard  Ste 
say  on  the  air  that  he  prayed  that  t 
prostate  cancer  of  FCC  Chairman  Alfr 
C.  Sikes  would  spread.  Sikes  insists  t 
remark  had  no  influence  on  the  FCC 
ruling,  though  at  least  one  other  coi 
missioner  is  furious  at  Stern. 

No  wonder  Karmazin  is  determined 
put  the  dispute  behind  him.  He  pledg 
to  abide  by  FCC  rules  so  long  as  . 
knows  exactly  what  the  commission  pi 
hibits.  But  he  draws  the  line  at  cense 
ing  Stern:  "That's  why  they  make  on-o 
buttons,"  he  says.  For  now,  Karmazin 
betting  that  Stern's  blue  humor  is  st 
worth  pure  gold. 

Bi/  Mark  Laiidler  in  New  York,  wi 
Mark  Leivyn  in  Wasl^ington 
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STRATEGIES  I 


DURACELL  lOOKS  ABROAD 
FOR  MORE  JUICE 


With  79%  of  the  market,  its  U.S.  growth  potential  is  limited 


Most  chief  executives  fret  over 
liieir  stock  offerings,  Init  C. 
Robert  Kidder,  the  CEo  of 
Duracell  International  Inc.,  was  espe- 
cially antsy  when  his  company  went 
public  on  May  2,  1991.  And  with  good 
reason.  A  leveraged  buyout  led  by  Kohl- 
berg  Kravis  Roberts  &  Co.  three  years 
before  saddled  Duracell  with  Sl.i;  bil- 
lion in  debt.  The  inter- 
est payments— $226  mil- 
lion in  1990  alone— were 
eating  up  profits.  A  suc- 
cessful initial  public  of- 
fering was  the  quickest 
way  the  battery  maker 
could  get  l)ack  into  the 
black. 

Nowadays,  Kidder  is 
resting  easier.  Last 
year's  IP(.),  combined 
with  a  subsequent  offer- 
ing five  months  later, 
raised  $563  million, 
enough  money  to  reduce 
Duracell's  debt  load  to 
roughly  $1  billion.  Even 
better,  Duracell  finally 
l)egan  making  money. 
After  three  straight 
years  of  disappointing 
results,  Duracell  report- 
ed a  net  profit  of  $128 
million  in  the  fiscal  year 
ended  in  .lune.  Merrill 
Lynch,  Pierce,  Fenner  & 
Smith  Inc.  analyst  Deep- 
ak Raj  expects  profits  to 
soar  :j7%  this  year,  to 
$17.5  million,  on  sales  of 
$L8  billion,  up  11%. 
CRAMPED.  With  his  bal- 
ance shc't  looking  bet- 
ter, KiddiT  now  lias 
more  lime  to  focus  on 
he  daunting  task  of  ex- 
1  nding  Din-acell's  mar- 
share.  The  compa- 
famed  copper-toi) 
'  ies,  which  supply 
.  ..I  ■  for  everythin.L 
from  camt  ras  to  smoke 
detectoi-^.  command  a 
79'  ;.  shai-  ')f  the  $3.2  bil- 
liiin  L.  .'-^    x'tail  market 


S'2  BUSINESS  WtEK 


for  consumer  alkaline  batteries.  But  that 
dominance  has  left  the  company  little 
room  to  grow.  After  improving  every 
year  since  1989,  sales  growth  is  slow- 
ing. In  response,  the  company,  based  in 
Bethel,  Conn.,  is  searching  for  new  mar- 
kets overseas.  At  home,  Kidder  is  press- 
ing his  researchers  to  develoj)  a  new 
generation  of  batteries.  One  i)romising 


Kl    OER  wants  to  push  into  virgin  markets  such  as  eastern  EUROPE 
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LONG-TERM  DEBT' 


NET  INCOME- 

product:  a  long-lasting,  rechargeable  bi 
tery  for  such  energy-thirsty  products 
laptop  computers. 

Whatever  Duracell's  current  challer 
es,  its  future  appears  a  lot  more  ce 
tain  than  it  did  in  1987.  At  the  tin: 
Kraft  Inc.  was  eager  to  spin  off  its  or 
nonfood  business,  in  part  to  raise  ca 
and  fend  off  a  possible  takeover  bi 
And  that's  when  KKR  stepped  forwai 
Tapping  into  its  network  of  institutior 
investors,  KKR  came  up  with  $365  milli 
in  cash  and  a  plan  to  raise  the  rest 
the  $1.86  billion  buyout  price  by  issui 
junk  bonds.  Kidder  and  his  manageme 
team  contriliuted  $10  million  to  the  de 
The  48-year-old  Kidder,  who  has  be 
CEO  since  1984,  insists  that  the  partn( 
ship  with  KKR  has  been  smooth.  Aft 
the  1988  buyout,  KKR  virtually  to 
charge  of  the  company,  running  ever 
thing  from  accounting 
coi'porate  planning.  B 
Wade  Lewis,  Duracel 
chief  financial  offic( 
says  that  kkr's  invoh 
ment  in  day-to-day  c 
erations  has  lessen 
considerably,  than 
largely  to  Duracell's  i 
proving  balance  she( 
Long-term  debt  is  n( 
down  to  a  manageal 
$724  million  (chart). 
WINDFALL?  That  does 
mean  that  KKR  does: 
make  its  influence  fe 
The  firm  still  owns  5: 
of  Duracell's  stock  a 
holds  five  of  its  ni 
board  seats.  KKR  wo 
talk  in  any  detail  abc 
its  relationship  wi 
Duracell,  but  Geor 
Roberts,  a  KKR  princip 
says  Kidder  and  oth 
top  managers  "cons 
tently  deliver  on  the  a 
bitious  goals  they  set ; 
themselves."  Durac 
has  certainly  deliver 
for  KKR.  The  firr 
stake  has  a  current  m 
ket  value  of  more  th 
$2  billion.  And  wh 
many  Wall  Street  ai 
lysts  expect  that  K 
will  one  day  book 
huge  windfall  by  selli 
its  shares,  few  expect 
to  exit  Duracell  in  t 
near  future. 

Keeping  Durac 
growing— and  its  shs 
price  rising— won't 
easy,    however'.  Tn 
revenue  from  its  alkali 
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A  golfer's  moment  to  remember  has  a  way  of  etching  itself  in  the  mind  for  a  lifetime. 
And  whether  your  handicap  is  5  or  35,  there  is  always  one  unlikely  putt,  or  one  improbable 
approach  or  one  unforgettable  drive  that  stands  above  all  the  rest. 

Such  moments  to  remember  are  made  for  a  Macanudo  cigar  For  in  an  age  when  speed 
is  all  too  often  the  order  of  the  day,  the  men  of  Macanudo  still  take  more  than  two  years  to 
turn  the  finest  tobaccos  in  the  world  into  cigars  made  entirely  by  hand. 

Just  so  you  can  let  any  moment  worth  savoring  linger  on  and  on  with  all  the  taste  and 
aroma  of  the  ultimate  cigar 
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Miiltivendor  networks. 


Getting  all  the  beasts 

The  trouble  witli  computer  networks  is  they  coi 
in  so  many  different  species,  which,  as  vou  may  know, 
don't  always  get  along.  Conflicts  between  networks  ca 
turn  vour  business  into  a  real  zoo. 

Things  got  tliis  way  because  networking  standa 
evolved  on  separate  paths,  for  reaching  different  goals 
But  todav  s  goal  is  to  pull  things  together,  and  nobody 
can  help  vou  do  it  better  than  IBM. 

We  ve  not  onlv  built  more  networks  than  anyon( 
(over  200,000),  we've  built  all  kinds.  And  v\e  support 
the  leading  standards,  not  just  with  words,  but  with  s( 
products  and  services.  (Ironicallv,  while  some  still  thii 


lave  takes  real  expertise. 


CP/IP  as  a  "non-IBM  "  standard,  we  offer  as  many 
VIP  products  as  anybody.) 

So  il  you  have  a  DPX "  system  in  one  department, 
letalk"  in  another,  IBM  checkout  hnes  in  your 
es  and  a  suppHer  using  UNIX*  workstations,  we  can 
:e  them  all  work  together.  And  not  by  patchwork, 
er.  IBM's  new  router  technoloe;v  is  straightforward 
fits  naturally  with  your  existing  investments. 

What's  more,  well  not  only  integrate  your  net- 
ks,  we'll  stay  on  to  manage  them  for  you,  if  you  like. 

And  to  give  you  more  freedom  in  the  future,  we're 
ling  numerous  alliances  with  our  competitors.  You 


want  products  that  communicate  alter  you  bu)  them,  so 
we're  talking  to  each  other  now. 

We'd  also  like  to  hear  from  vou.  For  Caterpillar, 
IBM  NetView  '  is  managing/7/i'ccn  kinds  of  networks  as 
if  they  were  one.  And  lor  ADC"  Telecommunications, 
we're  designing  a  network  of  IBM  mainframes,  PS/2®s, 
Macs"  and  DEC  VAX's,  plus  Sun"  and  HP"  worksta- 
tions, using  such  diverse  protocols  as  SNA, TCP/IP  and 
Appletalk,'  over  Ethernet  and  Token-Ring. 

We  can  perform  similar  feats      —        —  — . 
for  you,  but  onlv  if  vou  call  us.  ~  — — -  ^ITZ 

At  1  800-IBM-6676,ext.  725.  ==^=7  = 


Iuiltri-y  sales  ill  the  U.S.  ruse  a  iK-altliy 
7%,  to  ^H21  million,  in  the  fiscal  year 
t'lifk'd  Juiif  ;jO.  But  much  ot  that  ^ain 
came  from  higher  pi'ices  and  a  boost  in 
salt's  after  Duracell  included  a  liattery- 
tester  device  as  pari  of  lis  ])acka,<^in,t!; 
in  litDl.  Marketiiit;-  studies  had  shown 
that  consumers  wanted  more  than  a 
freshness  date  on  their  batteries.  Given 
the  maturity  of  the  battery  market  and 
Duracell's  hw^e  market  share,  however, 
U.  S.  sales  {growth  is  expected  to  slow  to 
5%  in  the  current  year,  says  analyst 
Jane  (lilday  of  Tucker  Anthony  Inc.,  a 
securities  firm  liased  in  Boston. 

That  means  Duracell  will  have  to  do 
better  overseas,  where  its  ^r-owth  has 
been  lackluster.  Kidder  says  Duracell 
can  achieve  l)etter  results  by  pushing- 
into  virgin  markets  in  Eastern  Eurojje. 
Earlier  this  year,  it  opened  a  sales  office 
in  Budapest.  He  also  wants  to  popularize 
the  l)rand  in  Asia.  Duracell  is  teaming 
with  a  local  competitor  in  a  joint  sales 
venture  in  Indonesia  later  this  year.  As 
a  result  of  Kidder's  push  abroad,  (lil- 
day  reckons  that  foreign  sales  will  ac- 
count for  more  than  half  of  Duracell's 
revenues  this  year,  comi)ared  with  one- 
third  in  fiscal  1992. 

CLEANER  WASTE?  Kidder,  who  has  a  de- 
gree in  iiiduslrial  engineering  from  the 
University  of  Michigan,  is  also  betting 
that  future  growth  is  likely  to  come  as 
much  from  new  products  as  new  mar- 
kets. Duracell  is  developing  a  new  gen- 
ei-ation  of  longer-lasting  rechargeai>le 
flatteries  for  portable  consumer  electron- 
ics. To  help  achieve  his  vision  of  a  "cord- 
less Dui-acell  home,"  Kidder  reachefl  an 
agi'eement  in  .January  with  international 
competitors,  such  as  Toshifia  Battery 
Co.  of  -Japan  and  Germany's  Varta  Batte- 
rie,  to  (k'veloji  standarfl  battery  packs 
for  camcorders,  cellular  phones,  and  lap- 
top computers  that  will  use  the  new 
nickel  metal  hydride  battery.  The  bat- 
tery has  vip  to  40%  more  life  than  exist- 
ing nickel-cadmium  batteries. 

Duracell  plans  to  roll  out  the  new 
battery  next  year,  .hqian's  Fujitsu  Ltd. 
announced  in  October  thai  it  would  use 
the  Duracell  batteries  in  ils  next  gener- 
ation of  cellular  jihones.  Bui  it's  slill  too 
early  lo  say  whetliei-  ihe  battery  will 
catch  on  with  other  manufacturers. 
"There's  no  consensus  that  nickel  metal 
hydride  is  the  way  to  go,"  says  Erin 
Craig,  corporate  environmental  programs 
manager  for  Ajipk'  Computer  Inc.  She 
cautions  that  the  nickel  metal  hydride 
liattery  could  pn-sr^nl  environmental 
problems. 

That  kind  of  skei)ticism  is  bound  to  be 
a  bit  unnerving.  l!ul  Duracell's  chief 
says  worrying  comes  with  the  territory. 
And  keeping  his  co])ptM--top  brand  on 
lop,  Kidder  confesses,  is  one  challenge 
hi.''s  happy  to  be  antsy  about. 

Hi/  Julie  Tilsne/-  in  Ikilicl,  i'oim. 


[cj  \  i^'^Jk  m  giro  rCTM 


SEMICONDUCTORS! 


CAN  EUROPE  SURVIVE 
THE  CHIP  WARS? 


Under  fire,  the  Continent's  industry  gives  up  on  going  it  alone 


Only  a  few  years  ago,  Heinz  Hag- 
nu'ister  had  big  dreams  for  Eu- 
rope's semiconductor  industry. 
Along  with  fellow  Europeans,  the  chair- 
man of  Philips  Electronics'  chip  division 
vowed  to  iireak  U.S.  and  Japanese  hege- 
mony with  the  help  of  high  tariffs,  re- 
search subsidies,  and  tough  local-content 
rules.  But  that  formula  only  compelled 
E.  S.  and  Japanese  rivals  to  fight  harder. 
Today,  they  sjian  the  European  Communi- 
ty from  Scotland  to  Italy,  pumping  billions 
into  new  factories  and  chip-design  centers. 
With  forces  massing  against  the  Europe- 
ans (HI  tiieir  own  turf,  "we  realize  we  can't 
<l(i  it  all  and  have  to  rethink  our  strate- 
gies," says  Hagmeister. 

The  battle  brewing  in  Europe's  $12  bil- 
lion chi))  market  could  dash  once  and  for  all 
tiic  Continent's  hopes  for  a  fully  indepen- 
ilfiit  technology  base.  Europeans  have  al- 
ready lieeii  trounce<l  by  Japan  in  must 
types  of  nieniory  chilis  and  by  the  U.  S.  in 
niicroprocessors,  two  of  the  biggest  prod- 
uct segments.  In  a  last-ditch  attempt,  Eu- 
ropeans are  scaling  back  ambitions  and 
seeking  alliances  with  American  and  Asian 
partners,  who  already  have  been  teaming 
up  with  each  other  for  years.  But  if  these 
strategies  fail.  Europe's  position  as  a  pow- 
er player  in  chips  could  atrophy  to  a  niche 
role  by  tlie  end  of  the  decade. 

The  pAiroiieans  aren't  crying  uncle  yet. 
Iditcii  leader  Philips,  Germany's  Siemens, 
and  I'raiico-Itaiian  scs-Thomson  Microelec- 
tronics, often  backed  by  heavy  government 
subsidies,  have  too 


much  at  stake.  More  than  just  a  bid  to 
cover  Europe's  dwindling  chip  mar 
share,  they  say  their  survival  is  crucia' 
prevent  some  $215  billion  worth  of  Eurc 
an-made  phone  switches,  TVs,  and  ot 
electronic  gear  from  sliding  into  danger 
dependence  on  foreign  suppliers  of  v 
technology. 

HEAVYWEIGHT.  But  as  costs  for  new  tt 
nology  and  manufacturing  soared  out 
reach  and  losses  piled  up,  their  combii 
world  market  share  has  dropped  fr 
more  than  15'/'  in  the  early  1980s  to  10 
last  year  (charts).  To  stanch  huge  loss 
Philips  and  Siemens  have  cut  back  in  mi 
ory  chips  and  other  cash-guzzling  comni 
ities.  Instead,  they're  focusing  on  narro\ 
targets  where  they're  still  strong,  such 
specialty  circuits  for  communications  i 
consumer  electronics.  Siemens'  1990  agi 
ment  to  develop  future  technology  m 
IBM — extended  to  Toshiba  Corp.  last  si 
mer — is  now  the  model  of  things  to  com 

Only  SGS-Thomson  still  holds  on  to 
goal  of  becoming  a  full-range  global  hea 
weight.  In  mid-November,  it  got  a  bo 
when  its  French  and  Italian  governm 
owners  agreed  to  kick  in  $1.8  billion  o 
the  next  five  years.  "This  is  the  last  cha 
for  Europe  to  maintain  an  indigenous  se 
conductor  industry,"  declares  Robert 
Heikes,  an  industry  consultant.  But  in; 
ers  admit  that  will  only  buy  two  to  1 
years  to  find  a  foreign  partner  that  > 
help  double  scs's  world  market  share 
the  5' '  needed  to  be  a  global  player. 

As  the  Europeans  turn 


Mm 


n*'       1991  RANK/ SALES  MIlllONS 
EUROPE  WORLD 

1991  RANK/ SALE 

EUROPE  Vv 

PHILIPS  NETHERLANDS       1  $1,144  10  $2,022 

TOSHIBA  JAPAN            7  $441  2 

SIEMENS  GERMANY          2    970  1  6  1,263 

NEC  JAPAN                8   405  1 

SGS-THOMSON  FRANCE     3    855   13  1,436 

NATIONAL  U  S            9   400  11 

MOTOROLA  U  S.            4    776     4  3,802 

AMD  U  S.                10  294  17 

INTEL  U  S                   5    765     3  4,019 

HITACHI  JAPAN          1  1    276  5 

TEXAS  INSTRUMENTS  U.S.  6    632     6  2,738 

SAMSUNG  KOREA        12   242  12 
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Pistorio:  Even 


SGS-Thomson,  I 
Europe's  best  | 
hope,  is  seeking^ 
foreign  partner^ 


twanl  for  hulp,  the  ((pporlunilies — and 
;  risks — for  Americans  and  Japanese  are 
owing.  Players  sucJi  as  Texas  Inslru- 
!nts  Inc.  and  Mitsubishi  Electric  Corp. 
i  clambering  to  do  deals  that  could  help 
ost  their  local  sales.  Others  with  no  Eu- 
jeaii  fal)rication  facilities,  such  as  To- 
iba,  Advanced  Micro  Devices,  and  Ko- 
i's  Samsung,  risk  "rapid  decline  as 
tter-positioned  com  pet  i- 
•s  gain  the  tactical  ad- 
ntage,"  warns  Malcglm 
^  Penn,  who  is  president 
market  researcher  In- 
it  Euroi)e. 

WER  HANDOUTS.  With 
iiiilusiry  entering  a 
w  shakeout,  the  KC  and 
tional  governments  are 
;reasingly  powerless  to  inter- 
re.  Since  the  late  1980s,  the  EC 
s  levied  antidumping  duties 
d  fixed  floor  prices  for  Japa- 
se  and  Korean  memory  chips, 
eating  breathing  room  for  Eu- 
pean  as  well  as  U.  S.  compa- 
3S.  But  that,  as  well  as  local 
eduction  rules  and  high  import 
ities  of  14'/',  only  pushed  com- 
,nies  such  as  Fujitsu,  Hitachi, 
itsubishi.  and  Intel  to  set  up 
op  inside  the  fortress. 
At  the  same  time,  the  EC's  sup- 
irt  for  European  chipmakers 
IS  taken  a  backseat  to  compet- 
g  interests.  To  comply  with  the 
eneral  Agreement  on  Tariffs  & 
■ade,  for  example,  the  EC  has  agreed  to 
duce  duties  on  imported  integrated  cir- 
lits  by  one-third,  to  9''.  Government- 
icked  i;.v-l)  programs  have  also  come  up 
lort.  The  $4.7  billion,  seven-year  Joint  Eu- 
ipean  Submicron  Silicon  Initiative  i.iE.s.sd, 
unched  in  1989  to  bolster  Ijroad  chip  re- 
sarch,  has  been  forced  to  retrench.  The 
life  fell  late  last  year:  .JE.ssi's  budget  was 
it  by  20'/',  and  the  effort  was  refocused 
1  projects  with  immediate  market  payoff, 
ich  as  chip  designs  for  specific  products, 
eluding  mobile  phones.  Allocations  even 
>r  1993  remain  uncertain. 
With  an  end  to  government  handouts 


looming,  Europe's  chipmakers  are  working 
furiously  to  shape  themselves  up.  In  the 
past  two  years,  S(;s-Thomson  has  cut  pay- 
I'dll  25'',  to  1(),800,  and  built  U|)  a  respect- 
able 13'  '  world  market  share  in  a  memory- 
chip  line  called  electrically  jjrogrammable 
read-only  memory,  or  l-:i'Ii().M — a  position 
es.senlial  to  keeping  scs  on  the  cutting 
edge  of  technology  for  other  chips.  Afte)' 
iosnig  .$4()3  million  since  li)87, 
President  Pastpiale  Pistorio  sees 
a  small  profit  this  year  on  sales  of 
about  $l.(i  billion. 
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Siemens  is  toughemng  up,  too.  Eslnnat- 
ed  losses  of  about  $300  million  annually 
since  1990  in  memory  chips  leave  it  no 
choice.  Last  May,  it  scrapped  plans  foi-  a 
new  factory  for  ()4-niegabit  dynamic  ran- 
dom-access memories  (Dli.A.Mi,  signaling 
that  it  will  no  longer  fight  the  Japanese 
and  Koreans  for  market  share  after  tlie 
current  generati(jn,  n(jw  in  production  with 
IBM,  winds  down  in  the  mid-1990s.  More- 
over, it  will  transfei'  all  cliip  assembly  from 
Germany  to  Singapore  and  Malaysia.  "It's 
a  matter  of  survival,"  declares  Chief  Oper- 
ating Officer  Horst  Fischer. 
FRENZY.  Europe  is  banking  on  fast-grow- 
ing application-specific  integrated  circuits, 
or  .xsics,  to  help  turn  the  tide  toward  long- 
term  profitability.  By  1995,  Dataquest  Inc. 
forecasts  the  worldwide  market  for  such 
chips,  customized  for  mobile  phones,  auto 
fuel-injection  systems,  and  the  like,  will 
more  than  double,  to  $18  billion. 

Trouble  is,  everybody  else  is  pouncing  on 
the  same  targets.  ".ASICs  is  no  place  to 
hide,"  warns  Heikes.  Motorola  Inc.  has 
doubled  European  staff  for  designing  auto- 
motive and  communications  chips  in  the 
past  two  years  and  recently  put  $125  mil- 
lion into  expanding  production  in  Britain. 
Senior  Vice-President  Barry  Waite  expects 
European  revenues  to  grow  20'-  this  year, 
or  twice  the  market  rate.  To  match  the  Eu- 
ropeans on  systems  knowhow,  Motoi-ola 


lias  struck  up  a  slew  of  intimate  joint-de- 
sign deals  with  customers,  such  as  with 
li.MW  for  engine-control  electronics,  and 
e\en  with  Pliiiips'  own  consumer  division 
for  new  miiltimeflia  })layers. 

Texas  Instruments,  however,  is  setting 
the  pace.  In  its  strategy  to  become  custom- 
ers' ill-house  chip  company,  Tl  next  year 
will  install  and  manage  a  pilot  chip  line  at 
phone  switchmaker  L.  M.  Ericsson's  Stock- 
holm labs.  Once  designs  are  fine-tuned, 
manufacturing  data  will  be  shipped  elec- 
tronically to  Tl's  Italian  plant  for  t|uick 
turnaround  of  volume  produc- 
tion. Three  or  four  more  major  'I'l 
customers  may  copy  the  model. 
"This  vertically  integrated  keir- 
cf.'oi  concept  for  Europe  will  be 
hard  to  beat,"  brags  Roberto 
Schisano,  president  of  Texas  In- 
struments Europe. 

While  Americans  are  making 
the  most  headway,  the  Japanese 
are  coming  on  strong.  Fujitsu, 
for  example,  has  in  the  past  year 
increased  its  staff  of  chip-design 
specialists  in  such  hot  telecom 
fields  as  digital  mobile  phones. 
NEC  Corp.  and  Hitachi  are  push- 
ing coni])uter  graphics  and  cord- 
less |.)hone  chips  speciall\'  <le- 
signed  to  European  standards. 
Toshiba  Electronics  Europe  start- 
ed assembling  .\sics  last  spring 
at  a  site  in  northern  Germany. 
WAKING  UP.  Motorola's  Waite 
estimates  that  Japanese-made 
equipment  in  Europe,  such  as  Sony  TVs  in 
Britain  and  Toshiba  computers  in  Germa- 
ny, will  consume  20'-!  of  total  European 
chip  sales  by  the  late  1990s,  up  from  5','  to- 
day. Much  of  that  business  may  well  shift 
to  Japanese  chipmakers,  taking  their  cues 
from  Tokyo,  as  they  Iniild  up  local  produc- 
tion. That's  a  threat  to  Europeans  and  es- 
pecially to  the  Americans,  who  control  44'7i 
of  the  Continent's  sales. 

Hut  the  Americans  and  Japanese  are 
well-positioned  for  the  global  game,  having 
competed  against  and  cooperated  with 
each  other  for  years.  Today,  they  have 
global  scale  and  strong  technologies,  plus 
much  experience  with  alliances  and  up- 
close  customer  relationshij^s.  In  contrast, 
the  Europeans  are  only  now  waking  up  to 
the  fact  that  their  protective  cocoon  hasn't 
worked.  "The  European  Community's  ef- 
forts to  |irotect  tlie  domestic  industry  are 
now  null  and  void,"  declares  Datatpiest  re- 
searclier  James  Eastlake. 

That  leaves  the  Europeans  with  no 
choice  but  to  keep  pushing  painful  cost-cut- 
ting steps  while  they  scramble  for  the 
right  alliances  and  strategies.  If  they  are 
successful,  it  could  help  justify  billions  in 
research  subsidies  and,  more  important, 
preserve  a  narrower  but  still  healthy  Euro- 
pean technology  base.  With  rivals  closing 
in  at  home,  there's  no  more  time  to  waste. 

Hjl  -Joiinllid II  B.  Lcriiic  III  Paris 
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I  Developments  to  watc 


EDITED  BY  OTIS  PORT 


THIS  BUG  WILL  EAT  FLUOROCARBONS 
BEFORE  THEY  EAT  THE  OZONE  LAYER 


Ozone-damatiini;'  hy- 
di'OciilorofluonK'ur- 
hons  (HCFCS)  and  liydro- 
fliKjrocarbons  (HFCs) 
lia\tj  l)een  considered 
just  as  iKinliiode^'radalile 
as  their  CFC  cousins,  now 
widely  used  in  refrigera- 
tion systems.  So,  they're 
regarded  as  only  stop- 
gaj)  substitutes  foi'  ('F('s, 
which  deplete  the  ozone 
more  rapidly.  While  ('FCs 
will  be  phased  out  by 

  199(;,  the  Clean  Air  Act 

also  mandates  that  HCFCs  and  HFCs  be  discontinued  by  2015. 

However,  Envirogen  Inc.  has  found  a  microorganism  that 
can  digest  certain  HCFcs  and  HFCs,  breaking  them  down  into 
relatively  i)enign  chemicals.  Envirogen  President  Roger  J.  Col- 
ley  says  his  company,  based  in  Lawrenceville,  N.  J.,  plans  to 
develop  biotech  methods  both  for  controlling  emissions  at  pro- 
duction facilities  and  for  cleainng  soil  or  groundwater  contami- 
nation caused  bv  the  chemicals. 


JAPAN'S  BIG  PUSH  TO  BUILD 
CHIPS  ATOM  BY  ATOM 


The  semiconductor  industry  really  took  off  in  Japan  in  the 
late  197ns  after  the  Ministry  (jf  International  Trade  & 
Industry  funded  $200  million  of  a  catch-up  program  called  the 
VLSI  Project.  Well,  MITI  is  at  it  again.  The  ministry  has  just 
unveiled  plans  for  another  $200  million  push — aimed  at  naiio- 
technology,  or  techniipies  foi-  building  ultratiny  semiconductor 
devices,  in  some  cases  atom  by  atom.  The  cast  of  characters  is 
mostly  familiar:  .Among  those  that  have  already  signed  on  are 
Fujitsu,  Hitachi,  NKi\  and  Toshiba.  But  this  time,  .MITI  hopes 
that  they  will  be  joined  by  Te.xas  Instruments,  Motorola,  H'.M, 
and  other  U.S.  and  Eiu-opean  high-tech  companies.  That's 
because  $200  inillion  will  just  scratch  the  surface  of  the  re- 
(|uired  in\'estment. 

One  goal  of  the  Atom  Technology  Project  is  to  develop 
methods  for  building  a  ineiriory  chii>  that  can  store  1(1  billion 
hits  of  data.  That's  1,000  times  as  many  as  the  latest  Ki- 
megabit  chips,  whidi  most  suppliers  won't  produce  in  volume 
until  next  yeai-.  Such  cliips  will  require  transistors  so  small 
that  it  would  take  several  thousand  to  span  the  width  of  a 
human  hair.  The  n&D  cost  of  a  16-gigabit  chip  could  run  $2 
billion-plus,  cliijjmakers  estimate. 


A  NEW  LCD  COULD  MEAN 
SLIMMER,  LIGHTER  LAPTOPS 


LCD  screens  consist  of  thousands  of  tiny  li(iuid  crystals,  ea 
of  which  can  be  switched  on  or  off  to  form  halftone  images.  | 
backlit  screens,  the  crystals  display  words  by  either  blockii 
the  backside  light  or  letting  it  shine  through.  In  the  n( 
display,  the  crystals  are  made  from  a  material  that  is  supi 
efficient  at  either  reflecting  incident  light  or  "absorbing"  it 
scattering  it  in  all  directions.  And  each  crystal  stays  bright 
dark  until  the  display  changes.  Backlit  LCDs  drain  more  b: 
tery  power  because  even  a  static  image  must  be  constani 
"refreshed,"  or  recreated.  A  color  version  is  in  the  works. 


AN  ELECTRONIC  SUPERMARKET 
FOR  ALL  THINGS  DIGITAL 


T(.i  boost  visibility,  most  laptop  computers  have  a  light  be- 
hind the  screen.  But  these  backlit  displays  gobble  power. 
That's  why  portable  computers  Uforl  heavy,  bulky  batteries 
that  must  be  recharged  every  few  hours.  Now,  slimmer  lap- 
tops may  well  be  in  the  offing,  thanks  to  a  new  breed  of  liquid- 
crystal  display  (LCH)  developed  at  Kent  State  University's  Liq- 
uid Crystals  Institute  in  Kent,  Ohio.  It  relies  only  on  reflected 
light,  yet  approaches  the  cjuality  of  backlit  models. 


Since  September,  business  on  the  Aniix  is  up  927'.  Tha 
not  a  typo.  Amix  is  short  for  American  Information  I 
change  Corp.,  a  Mountain  View  (Calif.)  startup  that  hopes 
fashion  something  akin  to  the  American  Stock  Exchange: 
electronic  market  for  knowhow,  where  people  can  buy  or  s 
anything  digital,  from  fancy  multimedia  i)resentations  to  tr 
costing  as  little  as  $1,  on  how  to  use  programs. 

To  pull  it  off,  Amix  is  pioneering  a  new  dimension  in  on-li 
brokering:  hypertext.  By  forging  electronic  links  both  witl 
and  among  coqiputer  files,  hypertext  enables  a  shopper  who 
skimming  a  synopsis  to  summon  further  details  instantly, 
shopijer  who  s])ots  an  interesting  product  descrii)tion  can  ta] 
key  to  call  up  the  seller's  credentials — or  comments  fn 
previous  buyers — before  hitting  another  key  to  make  an  i 
line  purchase.  Amix  debits  the  buyer's  credit  card  and  cred 
the  seller's,  less  a  graduated  commission  that  works  out 
18'-^  on  a  $500  item.  Amix  has  focused  mainly  on  brokering 
called  ol)ject-oriented  software  and  related  programming  toe 
Next  year,  it  jjlans  to  attract  more  subscribers — curren 
munhering  under  1,000 — by  expanding  into  such  fields  as  da 
base  management  and  computer-aided  design.  Amix  costs  $1 
month  plus  connection  charges,  which  vary  widely. 


PARDON  ME,  BOY,  IS  THAT 

A  TRASH-COMBUSTION  CHOO-CHOO? 


Instead  of  dumping 
combustible  waste  in 
landfills,  why  not  use  it 
to  |)ower  steam  engines? 
Iva>inond  S.  Edwards,  a 
solid-waste  'consultant, 
has  developed  a  method 
of  con\'eiling  such 
ti'asli — cardboard,  news- 
pi-int.  magazines,  wood 
cliips,  and  certain  plas- 
tics— into  a  fu(.'l  that  he 
says  is  cheaper  and 
cleaner  than  coal. 

Wliile  the  recycled 
"coal"  could  he  burned  by  steam-driven  shijis  or  generate 
Thoirias  W.  Blasingame  figures  that  it's  also  just  the  ticket 
l)ringing  back  steam  locomotives.  Blasingame,  who  runs 
custom-design  company  in  Boise,  Idaho,  is  now  looking 
$1.5  million  to  huihi  a  prototype,  either  a  steam-powered  el 
trie  iriodel  or  perhaps  an  upclated  version  of  a  locomotive  tl 
is  directiv  driven  by  steam — a  type  of  choo-choo  that  has 
been  buiit  in  the  U.  S.  since  1949.  .Arizona  &  California  R 
road  Co.,  a  siriall  freight  line  based  in  Parker,  Ariz.,  says  tl 
it  woidd  like  to  try  a  prototype  locomotive  as  soon  as  one  c 
be  built. 
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The  ceo  on  the  Changing  American  Agenda 


In  just  over  seven  years,  the  third  millennium  will  begni.   That  awesome  fact  is 


sparking  more  than  the  usual  mterest  m  the  future  —  both  in  the  long-term 


prospects  tor  our  species,  and  in  the  immediate  agenda  for  American  leader- 


ship. ^  For  U.S.  business  leaders,  deliberation  on  the  future  is  increasingly  ciri- 


ven  by  the  breakneck  pace  of  technological  change,  the  globalization  of  mar- 


kets, and  the  regionalization  of  competition.    Referring  to  the  "competitive 


clubs"  already  clustering  around  the  globe,  former  Secretary  of  State  Henry 


Kissinger  says, "The  world  is  moving  rapidly  into  distinct  economic 


groupings,  into  four  or  tive  equal  power  centers.  To  increase  its  bargaining 


James  R.  Boris, 
Chairman,  President 
AND  CEO, 

Kemper  Securities.  Inc; 

-With  private  enterprise 
developing  briskly  in 
MEXICO.  South  America. 
AND  China,  a  strong  tide 
IS  sweeping  toward 
capitalism." 


Bert  C.  Roberts,  Jr. 
Chairman  and  CEO.  MCI 
Communications 
Corporation: 

"Change  is  the  key  to 
reinventing  a  company,  to 
refocusing  strategic 
direction,  and  to  making 
the  bold  decisions  need- 
ED TO  BE  A  world-class 
COMPETITOR." 


GEORGE  B.  Bennett, 
Chairman, 
Symmetrix,  Inc.: 

"Winning  CEOs  encour- 
age their  ORGANIZATIONS 

TO  SORT  WELL          TO  FOCUS 

ON  THE  'RELEVANT'  AND 
IGNORE  THE  PLAUSIBLE 
BUT  'I  RRELE  VANT  •" 


pDsition  111  this  new  lineup,  tlie  U.S. 
must  be  .1  le.idms^  nieniber  (it  .1  l.irger 
zone." 

I  )r.  Kissinii;er  delivered  his  strategic 
mcs.sage  to  delegates  at  The  \^)'^)2 
Business  Week  Symposium  of  Chief 
E.xecutive  OtTicers  held  recently  m 
Washington,  D.C^  At  this  fifth  annual 
invitational  forum,  chief  executives 
from  many  of  North  America's  largest 
and  most  admired  corporations  spent 
two  days  exploring  a  host  of  ide.is  and 
strategies  tor  securing  the  future  ot 
their  businesses  —  and  of  the  U.S.  econ- 
omy—  ill  this  tune  ot  uncommon  risk 
and  change. 

Seizing  the  Opportunity 

Not  surprisingly,  the  foremost 
concern  of  these  CEos  is  how 
to  rejuvenate  the  U.S.  econo- 
my. Two  crucial  imperatn  es  emerged. 
First,  leaders  ot  both  business  .imi  gov- 
ernment must  respoiul  t.ist  .uul  tlexibly 
to  the  euiient  challenges.  Second,  cor- 
porate leadership  must  explore  .iiid 
seize  new  market  opportunities  on  a 
worldw  ide  basis. 

And  recession  or  no,  speaker  atter 
speaker  saw  opportunities  aplenty. 
David  Hale,  chief  economist  at 
Kemper  Securities,  Inc.:  "With  the  t.ill 
of  the  Ik'i  lm  W.iU,  the  demise  ot 
Sox'iet  communism,  and  the  entrepre- 
neurial revolutions  underway  m  the 
Third  World,  we  now  have  the  tirst 
truK  glob.il  tree  market  economy  since 
the  end  ot  the  \'hb  centur\'.'" 

Similarly,  James  R.  Boris, 
Kemper  Securities"  chairiii.in,  presi- 
dent, .md  (1(1,  says,"Witli  priv.ite 
enterprise  dex  elopmg  briskly  in 
Mexico,  South  America,  and  C'lnna, 
,L  t.i\  i>r.ible  tide  is  sweeping  tow.ud 
L.ipit.ilism.    [  hat  treiul  aiui  the  emer- 
gence ot  tree  tracie  open  up  vast  pos- 
sibilities tor  the  U.S.  eccMiomy." 

I  he  rebirth  ot  the  global  market 
econonu".  lions  predicts,  w  ill  i  re.ite 
subst.inti.il  growth  .md  iinestment 
opportLimties  111  the  second  h.ilt  ot 
the  I'J'^Os.   "More  countries  will  be 
seeking  ,id\ice  trom  the  U.S.  to  pro- 
vide them  with  suggestions  tor  new 
tlnaiici.il  strLictiires  as  well  as  techno- 
logic.il  .md  strategic  iiiiprovemeiits." 

George  Bennett,  cliairni.m  aiul 
(  rc  >  ot  Sviiimetrix.  Inc.,  believes  that 
the  changes  deseribed  by  Dr. 
Kissinger  .mci  the  Kemper  executives 
are  akm  to  "high  winds  and  strong 
currents  on  the  open  sea."  I  his  envi- 


ronment, he  says,  is  propelling  the 
most  sigmticant  restructuring  ot  cor- 
porate America  since  the  Industrial 
Revolutu)n.   "Although  political  anci 
economic  turbulence  can  cause  con- 
fusion in  the  global  market,"  cautions 
Bennett,  "smart  ceos  will  behave  like 
seasoned  sailoK,  knowing  that  unsetlJed 
conditions  always  favor  the  master 
navigator." 

Building  on  Business 
strengths 

Mastering  change  m  telecom- 
munications —  no  matter 
what  the  conditions  —  has 
become  seconcf  nature  to  MCI 
Communications  Corporation.  In  tact, 
Bert  C.  Roberts,  Jr.,  MCFs  chair- 
man and  c:ec),  says  he  champions 
change  constantly  because  "it  is  the  key 
to  reinventing  our  company,  to  reto- 
cusmg  our  strategic  cTirection,  and  to 
making  decisions  th.it  are  bold  enough 
tor  MCl  to  remain  a  world-class  competi- 
tor." 

Roberts  thinks  two  distinctive 
cjualities  create  ad\'antages  tor  MCH: 
"One  IS  the  spirit  of  entrepreneuralism 
that  has  ditterentiated  our  company 
trom  the  beginning.  And  the  other  is 
our  ongoing  determination  to  tocus  on 
the  customer  and  to  leverage  the  com- 
panv's  tlcxible  organization  tor  tast 
response.  ' 

I  rieiids      Famih'.  MCFs  discount 
plan  tor  residential  customers,  is  an 
C-xainple  ot  how  these  core  strengths 
play  out.  Says  Rc:>berts,  "It  was  born  at 
a  table  where  people  from  different 
units  w  ere  brainstorming  about  how  to 
build  on  IVU  'Fs  advantages.  We  endeci 
up  pursuing  companywide  collabora- 
tion 1)11  the  project  since  its  rollout 
would  trigger  basic  changes  m  our 
oper.ition."  Ten  million  people  have 
already  signed  up  tor  Friends  ^\  Family, 
and  Rciberts  is  conv  uu  ed  it  succeedeci 
bec.iuse  the  idea  was  customer-tocused. 

The  ADVANTAGES  OF  SPEED 

The  \  ')')ih  have  been  touted  by 
business  pundits  as  "the  decade 
of  the  value-drn  en  consumer." 
C Certainly  consumers  ot  th.it  description 
have  riicked  the  FC'  industry. 

"The  new  I'i'  customer  emerged 
tast."  says  Eckhard  PfeifTer,  president 
and  (  H(  >  of  ("oiiipac]  C;omputer 
( 'orpor.ition.  "A  tew  tinns  recognized 
the  trend  .iiul  exploited  it,  but 
CAimp.ii,].  miscalculating,  pinned  its  . 


future  on  high-pcrtorniance  PCs."  It 
took  two  quarters  for  Compaq  to  learn 
the  harsh  lesson  that  only  major  change 
could  get  the  company  back  on  a  win- 
ning track. 

Once  Conipat]  saw  the  need  to 
transform  itself,  management  moved 
quickly.  "We  embraced  customer  sat- 
isfaction as  our  leading  business  goal," 
I  Pfeiffer  says.  "With  speed  as  the  crucial 
;  piece  of  our  renewal  strategy,  we 
directed  the  whole  organization  to  dis- 
cover new  market  opportunities,  to 
develop  innovative  products,  and  to 
build  new  manutactunng  capabilities. 
Only  one  proviso  was  imposed: 
Maintain  the  benchmark  Compat] 
introduced  to  the  market  m  1982.  "In 
only  nine  months,  we  met  our  goals," 
recalls  PfeifTer. 

His  advice  about  corporate  renew- 
al is  succinct:  "Stay  ahead  of  change  by 
noting  early  signals.  Welcome  change, 
even  if  it  means  making  hard  decisions 
with  painful  etiects.  To  reinvent  your 
business,  break  away  from  the  old 
mold.  And,  most  important,  move  tast." 

Executives  who  deliver  results  own 
"an  economic  compass  pointing 
north,"  says  Symmetri.x's  Bennett. 
"They  identify-  the  most  competitive 
and  profitable  areas  in  their  organiza- 
tion —  what  I  call  the  relevant  20%  ot 
their  business  —  and  channel  then- 
energies  in  those  directions.  That 
enables  them  to  sail  through  the  change 
process  at  an  accelerated  pace  and  to 
generate  impressive  results  for  their 
companies." 

Containing  Health  Care 
Costs 

Americans  will  spend  $800  bil- 
lion on  health  care  m  1992. 
Can  we  balance  this  unlimited 
demand  for  health  care  against  our 
finite  resources  without  adopting  some 
fonn  of  national  policy?  For  Sylvester 
Schieber,  Ph.D., director  of  research 
and  information  at  The  Wyatt 
Company,  the  staggering  statistics 
demand  a  national  debate  of  that  ques- 
tion. "Clearly,  c  E(  )s  can't  afford  to  sit 
on  the  sidelines  ot  such  a  debate,"  says 
Schieber.  "Otherwise  a  policy  will 
emerge  they  won't  like  and  can't  sup- 
port." 

Looking  at  the  skyrocketing  costs, 
Schieber  says,  "We  can't  continue  to 
shift  resources  to  health  care  at  current 
and  projected  rates  and  expect  compa- 


nies to  grow.  For  starters,  we  won't  be 
able  to  allocate  resources  to  other 
forms  ot  compensation  —  salaries  and 
pensions,  tor  instance  —  at  globally  com- 
petitive levels." 

William  K.  Coors,  the  chairman 
and  president  ot  Adolph  Coovs 
Company,  urges  c;Et)s  to  help  fi.x  the 
health  care  system  by  first  insisting  that 
the  industry  provide  a  quality  assess- 
ment ot  ifselt.  "We  need  to  know 
exactly  ii'lhU  we  are  buying,  who  the 
good  providers  are,  ii'liciv  tlie  best  care 
is,  and  hoii'  to  direct  our  employees  to 
the  superior  tacilities.  That  is  called 
directed  iiiaihmcd  care.  "  Coors  believes, 
too,  that  the  insured  must  take  respon- 
sibility tor  mminnzmg  their  health  care 
consumption.  Endorsing  incentives  tc^r 
the  practice  of  prevention  by  both 
providers  and  consumers,  Coors  says, 
"We  must  all  orient  ourselves  toward 
the  preservation  of  health." 

Coors  also  agrees  with  Schieber, 
who  argues  that  the  tundamental  issues 
m  health  care  are  allocation  and  coiiliol. 
"Allocate  by  policy  —  no  matter  what 
the  policy.  Then  give  attention  to  the 
seven  areas  of  control:  access,  cost,  uti- 
lization, quality,  technology,  choice  of 
coverage,  and  insurance  regulation." 
Schieber  believes  that  how  a  nation 
chooses  to  position  itself  in  these  areas 
will  determine,  in  tact,  whether  it  will 
do  a  better  job  of  providing  cost-etfi- 
cient  health  care  tor  all  its  people. 

Rethinking  Corporate 
Governance 

Stones  about  (.  EO  pay  and  possible 
SEC  regulation  ot  executive  com- 
pensation were  headlining  the 
news  on  the  day  ot  this  symposium. 
But  Jay  Lorsch,  professor.  Harvard 
Business  Schcic:)l,  said,  "The  public 
interest  m  corporate  governance  is 
stemming  mainly  from  the  lackluster 
performance  ot  many  once-great 
Amencan  ctimpanies  —  not  from  the 
news  abtuit  highly  paid  officers." 

Lt)rsch's  view  is  supported  by  a 
C'ouncil  on  C^c:>inpetitiveness  study  that 
found  widespread  evidence  ot  a  con- 
nection between  the  pertonnance 
problems  oi  some  U.S.  companies  and 
ilic  sy.sicin  of  iclatioiisliips  among  their 
owners,  directors,  and  managers. 

"C^orporate  governance  has  to  be 
evaluated  in  the  context  of  a  major  shift 
m  the  ownership  pattern  of  American 
companies  m  the  last  20  years,"  says 


ECKHARD  PFEIFFER, 

President  and  CEO, 
Compaq  computer 
Corporation: 

■■Since  speed  was  cru- 
cial TO  OUR  RENEWAL,  WE 
DIRECTED  THE  WHOLE 
ORGANIZATION  TO  DEVELOP 
INNOVATIVE  PRODUCTS 
AND  TO  DISCOVER  NEW 

MARKET  OPPORTUNITIES   

AND  TO  DO  IT  FAST." 


sylvester  schieber.  ph.d., 
Director  of  research  and 
information. 
The  Wyatt  Company: 

"We  CAN'T  CONTINUE  SHIFTING 
RESOURCES  TO  HEALTH  CARE  AT 
THE  CURRENT  AND  PROJECTED 
RATES  AND  EXPECT  AMERICAN 
BUSINESS  TO  GROW." 


Martin  Lipton  of  Wachtcll.  I.iptoii, 
Rdsci)  (Sv  Kdtz.  "Today  more  than 
55"'i  ot  tlic  shares  ot  large  U.S.  loiii- 
panies  are  held  by  institutional 
imestors.   From  time  to  tune,  these 
investors  become  disgruntled  \\  ith 
companies  that  iinderpeitorin  because 
ot  poor  m.in.igeinent  or  the  inflexible 
pursuit  ot  a  weak  strategy.  As  owners, 
they  demaiKl  accountability." 

Clood  corporate  governance,  says 
Lipton.  is  .1  "safety  valve"  that  can 
improve  pertonuance  and  detuse 
strained  relations  between  companies 
and  institutional  imestors.  Urging 
(  H  >s  to  "get  out  in  trout  ,ind  le.id  in 
this  area,"  Lipton  recoiiiinends  th.it 
the\  ask  then  independent  directors  to 
do  .m  .iiinual  pertormance  review  ot 
top  in.inageiiient,  the  company,  and 
even  the  board  ot  directors. 

Dale  Hanson,  (  to  of  (  alitorni.i 
l^ublic  E:mplo\ees"  Retirement 
Svstems  .iikI  manager  ot  its  .S7i  I  billion 
tiind.  reports  that  relations  between 
institutional  investors  and  corpor.ite 
boarcis  ha\'e  improved  signit'ic.mtK  in 
recent  \'ears.   "The  good  news  is  that 
thev  are  more  w  ilhng  to  meet  togeth- 
er and  ha\'e  an  open  clialogue  about 
real  issues.   In  acldition,  the  most  mili- 
tant imestors  have  stepped  down  troni 
their  soapboxes  and  distanceii  them- 
sehes  from  such  issues  as  contideiitial 
voting  and  poison  pills.    1  oda\  the 
spotlight  is  aimed  preeiseK'  at  pertor- 
mance." 

According  to  Joseph  L.  Dionne, 

chairman  and  (  (<>  ot  iVlc(  Iraw -Hill, 
Inc.,  the  burst  ot  publaitN  about  cor- 
por.ite bo.irdrooms  is  no  i..iuse  tor 
panic,   "(hi  the  contrarv.  the  tiirrent 
wa\  e  ot  .itteiition  to  corporate  go\  er- 
n.iiKe  IS  .1  positive  torce  th.it  will  serve 
the  best  interests  ot  all  stakehoklers  — 
and  U.S.  enteiprise  ,is  well,"  says 
l3ioiiiie. 

( 'orporate  govern, nice  is  iiist  one 
ot  the  m.iuN  tough  ciuestions  (  i  (  )s  ,ire 
w  eighing  tod.n'.   What  business  lead- 
ers deciilc  about  this  issue,  .iiid  others 
ot  eL]u,il  import  on  the  U.S.  .igenda, 
will  profuiiidK  atteet  the  future  ot 
their  eomp,inies  —  and  the  st.ite  ot  the 
nation  —  as  America  prepares  to  enter 
the  2  1  St  century. 

i  :  lillni  I'Y  lidilhihi  H  I'ctfis  iiiiil  liiiiirs 
/'.■CO,  \'oik-lhi^cil  hiisiiicss  irnicis. 


Policy-Makers  on  the  American  Future 

Many  of  America's  most  respected  public  leaders  addressed  The  1992 
Business  Week  Symposium  of  CEOs.  Here  is  what  they  said  about 
key  issues  challenging  U.S.  decision-makers: 

FOREIGN  Policy 

Dick  Cheney,  U.S.  Secretary  of  Defense:  "Now  that  the  cold 
war  is  over,  a  myth  is  spreading  that  national  security  and  for- 
eign obligations  don't  matter,  but  the  challenges  facing  the 
makers  or  foreign  policy  in  the  coming  years  are  apt  to  be  even 
more  difficult  than  those  we  have  recently  tackled.  as  you 
deliberate  the  future,  remember  that  the  world  will  expect 
the  u.s.  to  play  its  historic  role  as  promoter  of  peace,  democra- 
cy, and  security." 

Education 

David  T.  Kearns,  U.S.  Deputy  Secretary  of  Education:  I  left 
CORPORATE  America  to  work  at  the  Department  of  Education 

BECAUSE  I  was  worried  WHETHER  AMERICA  COULD  LEAD  THE  WORLD 
in  the  2  1st  CENTURY.     TO  PUT  IT  BLUNTLY,  WILL  OUR  CHILDREN  HAVE 

the  skills  they  need  to  lead?  will  they  have  the  ability  to  com- 
pete? i  am  concerned  because  our  next  generation  doesn't  yet 
have  the  best  schools  in  the  world.  and  education  is  the  over- 
arching solution  to  a  whole  set  of  problems  we  face." 

Global  Trade 

Mario  M.  Cuomo,  Governor  of  New  York:  "Today,  New  York 
exports  more  to  japan  than  any  other  state.  our  economic 
Development  Department  helps  by  acting  as  a  broker  —  it  even 
buys  shares  of  small  businesses.  still,  50  companies  account 
for  80%  of  the  exports.  hundreds  and  hundreds  of  firms  don't 
even  compete.  so,  governments  at  every  level  must  work  hard- 
ER TO  HELP  American  companies  find  foreign  markets  for  their 
products." 

Health  Care 

Harris  Wofford,  U.S.  Senator,  Pennsylvania:  "A  stampeding 

HERD  OF  FORCES   IS  DRIVING   UP  HEALTH  CARE  COSTS.     ALL  WE  CAN  DO 

NOW    IS   TO    LASSO   THEM    C  O  M  P  A  N  Y- 8  Y-C  O  M  P  A  N  Y  ,    P  R  OG  R  A  M  -  B  Y- P  R  O- 

GRAM.  But  UNLESS  WE  BUILD  A  STURDY  FENCE  TO  CORRAL  THE  WHOLE 
STAMPEDE,  WE  WON'T  CONTROL  THE  SYSTEM.  A  MIXED  DELIVERY  SYSTEM 
MAKES  SENSE  TO  ME,  ONE  STRUCTURED  BY  THE  STATES  AND  LOCALITIES 
AND  BUILT  ON  THE  STRENGTHS  OF  OUR  DIVERSITY." 

AMERICAN  Diversity 

Bill  Bradley,  U.S.  Senator,  New  Jersey:  "We  have  a  responsi- 
bility TO  leverage  diversity  in  America,  corporations  in  particu- 
lar MUST  USE  their  moral  POWER  TO  DEVELOP  THE  TALENTS  OF  THEIR 

DIVERSE  WORK  FORCE           AND  MOVE  THAT  TALENT  UP  THE  ORGANIZATION. 

The  U.S.,  IN  TURN,  MUST  BE  AN  EXAMPLE  TO  THE  WORLD  OF  A  PLURAL- 
ISTIC DEMOCRACY  WHOSE  GROWING  ECONOMY  TAKES  EVERYONE  TO  THE 
HIGHER  GROUND," 


And  every  PS/ValuePoint  includes  one  other 
very  important  point — Helpware,™  IBM's  unparalleled 
service  and  support  that  offers  one -year,  on-site,  next- 
husiness-day  service.**  Around-the-clock  assistance 
hy  telephone,  hulletin  hoard  or  automated  fax.  A 
30-day  nioney-l)ack  guarantee.**  Licensed  Educa- 
tion Centers.  And  a  generous  trade-in  program.  Plus, 
IBM  Credit  Corporation  has  flexible  leasing  and 
hnancing  packages  to  meet  your  needs. 

riiat's  a  support  package  you  might  not  expect 
even  on  the  most  expensive  computers.  On  the 
PS/ValuePoint  it's  nothing  short  of  phenomenal.  As 
you  can  see,  we've  stripj)ed  down  the  price — but 
not  the  product. 
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Power.  Quality.  Service.  Support. The 
PS/ValuePoint  is  everything  you  could  ask  for  in  a 
computer  at  much  less  than  you'd  expect  us  to  ask. 
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hternational  Business 


HONG  KONG I 


THE  FUSE  IS  SIZZLING 
IN  HONG  KONG 


Beijing's  furor  over  Britain's  call  for  more  democracy  could  jeopardize  China's  booming  trade 


(iiiS  Kong  Governor  Chris  Patten 
describes  himself  as  a  "non- 
confrontational  man."  But  he 
sure  is  in  the  center  of  controversy.  The 
48-year-old  Briton  has  set  off  a  [Xjlitical 
storm  in  the  jjast  month  that  is  reverber- 
ating around  the  glol)e.  Without  consult- 
ing Beijing,  Patten  boldly  announced  a 
new  blueprint  for  government  that 
would  modestly  increase  the  level  of  de- 
mocracy in  Hong  Kong.  Offended  l)y  his 
tactics,  Beijing  elders  gave  dark  warn- 
ings that  they  would  repudiate  the  en- 
tire handover  treaty.  Their  vociferous  re- 
sponse rocked  Hong  Kong's  stock 
market  off  its  all-time  high  (chart). 

On  one  level.  Patten's  blast  can  be 
seen  as  Britain's  last  attempt  to  impose 
Western-style  institutions  on  this  tiny 
slice  of  China'  But  the  squabble  is  broad- 


ening into  a  deeper  crisis,  touching  off 
fears  abroad,  including  the  U.  S.,  that 
Beijing  could  go  too  far.  If  China  strikes 
back  too  hard,  Hong  Kong  land  prices 
could  tumble  and  new  investment  could 
flow  elsewhere.  And  a  strong  Chinese 
reaction  is  certain  to  sour  neighboring 
Taiwan  on  reunification  with  the  main- 
land anytime  soon. 

Suddenly,  the  balanc- 
ing act  by  China's  leaders 
between  economic  reform 
and  political  cohesion  is 
more  precarious  than 
ever.  Fearing  that  grow- 
ing calls  foi'  democracy  in 
Hong  Kong  could  spread 
to  Guangdong  and  other 
southern  provinces,  Chi- 
na's leaders  are  digging 


in  their  heels.  That  in  turn  could  cau 
political  disruptions  just  as  Beijing  is  e 
gaged  in  massive  econom.ic  reforms. 

Why  Britain's  sudden  passion  for  c 
mocracy  in  Hong  Kong  after  150  yea 
at  the  helm'?  The  British  argue  th 
while  full-fledged  democracy  doesn't  € 
ist  in  Hong  Kong,  there  is  a  rule  of  k 
that  provides  protectii 
of  fundamental  hum; 
and  civil  rights.  Wha' 
more,  Hong  Kong's  ins 
tutions  "give  business 
decent  environment 
which  to  operate,"  sa 
Patten.  So  British  Prir 
Minister  John  Major  a; 
Patten  decided  to  lock 
as  many  protections 
possible  before  the  co 
ny  changes  hands. 
GROUNDED?  Patter 
game  plan  may  w 
jiraise  back  home,  but  it's  bac 
firing  among  the  business  eli 
in  Hong  Kong  and  China.  Th 
worry  that  the  Chinese  cov 
make  good  on  threats  to  flo 
any  contracts  signed  by  Hoi 
Kong  that  extend  past  1997,  : 
eluding  those  for  a  new  $22  l 
lion  airport. 

Now,  the  flap  is  hittii 
Washington,  just  as  the  m 
Administration  prepares  i 
China  policy.  At  issue  is  n 
only  how  hard  to  push  for  pol 
ical  and  human-rights  reforr 
but  also  coveted  most-favort 
nation  (.MFX)  trade  status.  Hoi 
Kong  is  clearly  on  Preside) 
elect  Bill  Clinton's  agenda.  ( 
Dec.  8,  he  declared  that  t 
U.  S.  "should  do  what  it  c; 
...  to  ensure  that  human  righ 
and  personal  freedoms  will 
observed,  moving  towards  19 
and  beyond." 

Beijing  is  already  cooking  i 
ways  to  woo  Clinton.  For  sta: 
ers,  more  releases  of  impr 
oned  Tiananmen  dissiden 
could  be  in  the  offing.  And 
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low  MANY  LAWYERS  CAN 
OU  FIT  ON  A  FIOPPY  DISK? 


mputers  won't  replace  attorneys — but  they're  making  a  dent 


M  J^hen  Metropolitan  Lite  Insur- 
^^^m  ;ince  Co.  gets  ready  to  close 
V^v  hig  commercial  real  estate  fi- 
iciiig,  it  doesn't  automatically  call  in 

top  legal  guns.  Often,  the  financial- 
•vices  company  has  its  paralegals  call 

a  software  program  called  CLINT, 
ich  asks  questions  about  the  i)ropeity, 
)e  of  borrower,  and  so  on.  In  15  min- 
is—yo</d— the  computer 
ts  out  a  checklist  of  the 
cuments  and  research 
eded  to  complete  the 
n. 

It's  almost  every  com- 
ny's  dream:  getting  rid 
the  lawyers.  Although 
alacing  lawyers  with  ro- 
ts is  still  a  fantasy,  lead- 
?-edge  companies  in- 
3asingly  are  turning  tn 
ftware  for  legal  exper- 
•e.  The  programs  help 
semble  contracts  and 
)se  deals.  In  some  cases, 
<pert  systems"  let  lay 
ople  do  the  work  of  sen- 
'  partners. 

In  recent  years,  "smart" 
ograms  that  incorporate 
iman  expertise  or  knowl- 
ge  have  been  catching 
I  in  diverse  areas— fi- 
ince,  energy,  and  mai'- 
!ting,  to  name  a  few  (BW— Mar.  21. 
jw  has  Ijeen  lagging.  But  in  a  scramble 
control  spiraling  legal  bills,  more  gen- 
al  counsels  are  embracing  the  soft- 
are  and  other  technology,  such  as  elec- 
onic  mail,  to  boost  productivity  and 
it  costs.  Yet  for  those  very  reasons, 
itside  law  firms  that  bill  by  the  hour 
iew  this  technology  as  a  threat,"  says 
wyer  Henry  Koltys, 
airman  of  the  Ameri- 
,n  Bar  Association's 
:pei't-systems  group. 
But  Motorola  Inc.,  for 
le,  views  legal-services 
iftware  as  a  competi- 
/e  edge.  As  part  of  a 
impanywide  quality 
■ogram.  Motorola  last 
Jar  created  a  data 
ise  for  drafting  speedi- 


er contracts.  Before,  in-house  lawyers 
would  I'ifle  through  files  searching  for 
contracts  from  similar  pi'ioi"  ti'ansactions. 
Then,  they  would  cut  and  paste  the  old 
forms  to  create  a  new  dociunent. 

Now,  with  the  push  of  a  computer 
button,  the  lawyers  can  retrieve  clauses 
fi-om  Motorola's  100  "best"  contracts  that 
are  on-line,  says  Edward  W.  Jacobs,  sen- 
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ior  division  counsel,  who  helped  devise 
the  system.  That's  just  the  first  step,  he 
says,  toward  a  more  ambitious  jirogram 
of  "pushing  down"  legal  knowledge  to 
sales  and  administrative  workers,  who'll 
be  able  to  design  contracts  on  their  own. 

At  Sears,  Roebuck  &  Co.,  the  search 
for  efficiencies  has  progressed  even  fur- 
ther. A  legal  ijros'Tum,  known  as  Matter 


LAWYERS-IN-A-BOX 

■  BLUE  SKY  ADVANTAGE  1 

1  SCRIVENER 

■             WIN  ■ 

CCH  Legal 

Information  Services, 
New  York 

Researches  state  se- 
curities laws  and 
drafts  initial-public- 
offering  documents 

Dianoetic 
Development  Co., 
Philadelphia 

Helps  assemble  wills, 
contracts,  and  litiga- 
tion documents  by  ap- 
plying legal  rules 

DATA  BW 

West  Publishing  Co. 
Eagan,  Minn. 

Makes  on-line  legal 
research  easy  by 
translating  plain 
language  into  legal 
terms 

Manager,  can  track  lawsuits  and  then 
use  the  data  to  di-aft  summonses  and 
form  letters.  It  can  even  provide  infor- 
mation for  answering  pretrial  "discov- 
ery" requests.  Besides  saving  time  on 
drafting,  the  program  lets  administra- 
tive assistants  do  paperwork  once  han- 
dled by  attorneys,  .says  Matthew  Pe- 
ti'ich,  legal-systems  analyst  at  Sears. 
BETTER  SERVICE.  Cost-conscious  general 
counsels  such  as  Chrysler  Corp.'s  Leroy 
C.  Richie  also  are  pushing  law  firms  to 
exploit  technology.  As  a  result,  small 
and  medium-size  law  firms  that  use  soft- 
ware can  win  mai'ket  share.  In  the  mid- 
1980s,  attoi-ney  Charles  E.  Pear  Jr.  de- 
veloped a  program  that  could  draft 
documents  for  conveying  real  estate.  In 
a  year,  his  small  Hawaii  law  firm  saw 
such  business  jump  from  about  $10,000 
annually  to  about  $250,000,  and  it  contin- 
ued to  rise.  While  the 
firm  didn't  undei'cut  rivals 
on  pi-ice,  it  did  work  fa.st- 
er  and  with  fewer  errors, 
says  Pear,  now  a  visiting 
professor  at  the  Univer- 
sity of  British  Columbia's 
law  school.  By  the  time  a 
competitor  recruited  Pear 
to  design  a  similar  sys- 
tem, its  real  estate  work 
for  a  common  coi'porate 
client  had  evaporated,  he 
says. 

Forward- thinking  large 
firms  are  turning  to  ad- 
vanced software  to  pro- 
vide better  service  to  de- 
manding clients.  Wash- 
ington's Wilmer,  Cutler  & 
Pickering  is  using  soft- 
ware technology  known  as 
hypei'text.  Similar  to  an 
electi'onic  l)ook.  it  lets  us- 
ers l)rowse  instantaneous- 
ly through  relevant  information  aliout 
a  law  or  legal  issue— and  answer  client 
iniiuiries  more  rajjidly  and  thor'oughly. 

Des])ite  exceptions,  most  law  firms 
remaine  convinced  that  what  they  do  is 
uni(iue  and  cannot  be  programmed  into 
a  computer.  Often,  that's  true— no  soft- 
ware in  the  world  could  defend  against  a 
liostile  takeover.  Still,  it's  amazing  what 
some  programs  can  do. 
And  in  the  face  of  in- 
creasing competition, 
law  firms  may  have  lit- 
tle choice  but  to  turn  to 
computer-  technology  for 
help.  "If  they  have  the 
capacity,  I  want  to  use 
them,"  says  Richie.  "If 
not.  I  wish  them  luck." 

By  Michele  Gdk-n  in 
New  York 
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The  Old-Fashioned  Way. 


So  you  want  to  start  a  revolution  in  a  $50 
billion  industry?  Start  a  direct-market  personal 
computer  company  in  the  Midwest.  Manufac- 
ture high-quality,  high-performance  computers 
with  the  latest  technology.  Keep  your  overhead 
low  so  you  can  sell  your  products  at  the  best 
prices  on  the  market.  Give  your  customers 
friendly,  personal  service.  And  never  get 
greedy.  Always  offer  the  best  value. 

This  was  Ted  Waitt's  business  strategy 
when,  seven  years  ago,  he  started  a  company 
called  Gateway  2000.  You'd  hardly  call  it  a 
radical  plan,  and  yet  the  effects  have  been  quite 
revolutionary.  Gateway  has  grown,  almost 
unnoticed,  to  exceed  $1  billion  in  annual 
revenue.  The  latest  international  Data  Corp. 
research  shows  Gateway  2000  with  a  3.6% 
share  of  the  U.S.  PC  market,  compared  to 
Compaq  with  3.5%  and  Dell  with  2.1%.  And 
Gateway  has  managed  to  do  this  while 
making  better  profits  than  any  other 
company  in  the  DOS-based  PC  market 

What  you  see  other  computer 
makers  doing  today  -  struggling  in 
vain  to  get  their 
overhead  down, 
cutting  comers 
on  quality, 
features  and 
perfomiance  to  get 
their  prices  down  -  is 
a  reaction  to  Gateway's 
phenomenal  success.  They  know  they  have  to 
change  the  way  they  do  business  to  compete 
with  the  value  Gateway  2000  offers. 


Why  is  Gateway  causing  such  a  stir? 
Maybe  it's  because  old-fashioned  value  is 
never  out-of-style.  You  still  like  to  get  a  good 
buy  on  quality  products.  You  still  like  great 
service.  You  still  want  to  buy  from  a  company 
you  can  trust,  a  company  that  will  be  there  for 
you.  That's  what  you  get  from  Gateway  2000. 

When  you're  shopping  for  a  computer, 
remember  where  the  value  revolution  started 
and  give  us  a  call.  We  sell  a  complete  line  of 
PCs  and  computer  products  including  printers, 
software,  multimedia  components  and 
penpherals.  Whether  you're  a  Fortune  500 
company,  a  small  business  or  an  individual, 
we'll  give  you  the  kind  of  value  you  thought 
was  a  thing  of  the  past. 


As  an  example  of  the  value  we  offer  the 
Gateway  2000  Nomad 

425DXL  gives  you 
the  power  of  a  486 
desktop  computer  in  a 
5.6-pound,  8.5  xll- 
inch  portable. 
Features  include  a 
hacklit  10-inch  VGA 
screen.  79-key  keyboard, 
6-hour  NiCad  battery, 
4MB  RAM,  120MB  hard 
drive,  S. 5-inch  diskette  drive, 
Windows,  MS-DOS,  Microsoft 
Works  for  Windows  and  FieldMouse  pointing 
device.  All  for  $2,695. 


GArE\m2ooo 


'Ynu'vc  'f^m  it  fncnd  in  ihc  hiLsiiu- 


800-GATEWAY 

800-428-3929  •  605-232-2000  •  Fax  605-232-2023 
610  Gateway  Drive  •  North  Sioux  City,  SD  57049-2000 


CLOUT! 

MORE  AND  MORE,  RETAIL  GIANTS  RULE  THE  MARKETPLACE 


The  folks  at  Totes  Inc.  thought  up  a 
pretty  nifty  i)roduct.  They  took  a 
lieavy  pair  of  socks,  stuck  rubbery 
treads  on  them  to  provide  traction  on 
slippery  floors,  and  called  the  result  slip- 
per socks.  Hijj:h  fashion,  no.  Big  busi- 
ness, yes:  A  year  after  introducing  them 
in  1988,  Totes  was  selling  14  million 
pairs  a  year.  Kmart  Corp.  and  Wal-Mart 
Stores  Inc.  alone  accounted  for  as  many 
as  1.5  million  pairs. 

But  not  for  long.  Within  two  years, 
both  giant  discounters  had  found  suppli- 
ers that  made  knockoff  slipper  socks  for 
less.  They  dropped  Totes — and  lowered 
the  price  of  their  knockoffs  2r/>;  or  more, 
to  under  $8  a  j)air. 

So  Totes  is  in  high  dudgeon,  right? 
It's  hurling  imprecations  at  Kmart  and 
Wal-Mart  and  vowing  never  to  deal  with 


them  again,  isn't  it?  Not  exactly.  For 
this  $200  million  Cincinnati-based  mar- 
keter, such  reversals  are  the  price  of 
doing  business  with  huge  mass  mer- 
chants. These  days.  Totes  executives  fig- 
ure their  new  products  have  a  year,  at 
most,  before  these  retailers  crowd  them 
out  with  lower-priced  knockoffs.  Says 
President  Ronald  Best:  "You're  con- 
stantly faced  with  a  decision:  Can  I  af- 
ford to  deal  with  these  guys?"  The  bru- 
tal truth:  "You  can't  afford  not  to." 

Best  and  thousands  of  other  suppliers 
large  and  small  are  feeling  the  effects  of 
a  vast  consolidation  under  way  in  retail- 
ing. In  category  after  category,  giant 
"power  retailers"  are  using  sophisticat- 
ed inventory  management,  finely  tuned 
selections,  and,  above  all,  competitive 
pricing  to  crowd  out  weaker  players. 


Consultants  Management  Horizons  [ 
diets  that  retailers  now  accounting 
half  of  all  sales  will  disappear  by 
year  2000  through  bankruptcy,  merg( 
or  other  reorganizations.  Triumph 
over  them  are  superpowers  includ 
Wal-Mart,  Kmart,  Toys  'R'  Us,  Ho 
Depot,  Circuit  City  Stores,  Dillard  \ 
partment  Stores,  Target  Stores,  J 
Costco,  among  others. 
CATEGORY  KILLERS.  Leading  the  pack, 
course,  is  Wal-Mart.  The  key  to  its  clc 
says  Chief  Executive  David  Gla 
"We're  probably  in  a  better  position 
determine  specifically  what  the  custc 
er  wants  to  buy  than  is  the  manufact 
er."  The  nation's  No.  1  retailer  is  expt 
ed  to  grow  this  year,  to  some  ! 
billion  in  sales.  Retailers  as  a  whole  ^ 
be  lucky  to  grow  4%. 
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Consumers  are  flocking  not  only  to 
al-Mart  but  to  new  retailing  channels, 
.ey  now  patronize  warehouse  clubs 
d  tightly  focused  "category  killers," 
lich  are  taking  over  sales  of  every- 
ing  from  toys  to  tires.  Whirlpool  Corp. 
timates  that  such  specialty  stores, 
)ng  with  warehouse  clubs,  will  more 
an  double  their  current  share  of  appli- 
ee  sales,  to  over  25%-,  in  five  years. 
It  all  adds  up  to  a  power  shift 

a  privileged  circle  of  mer- 
ants.  More  and  more,  they're 
lling  even  the  mightiest  of 
mufacturers  what  goods  to 
ike,  in  what  colors  and  sizes, 
d  how  much  to  ship  an( 
len.  They  are  forcing  suppli- 
5  to  rethink  whom  they  sell 

how  they  price  and  pro- 
3te  their  products,  and  how 
ey  structure  their  own 
ganizations. 

From  the  tiniest  of  pri- 
te-label  suppliers  to  giant 
■octer  &  Gamble  Co., 
mufacturers  are  over 
.uling    themselves  to 
pe  with  the  demands  of 
tailing's  kingmakers, 
'hey're  not  difficult  to 
al  with,"  says  Law- 
nce  Zalusky,  chairman 
Health  o  meter  Prod- 


ucts Inc.,  the  leading  maker  of  l)athroom 
scales.  "It's  very  simple.  They  say,  'We 
want  this.  Either  you  do  it,  or  we'll  get  it 
from  somebody  else.'  " 

At  its  most  basic,  of  course,  the  tussle 
between  power  retailers  and  their  suppli- 
ers is  about  money.  Many  manufactur- 
ers are  drawn  to  the  big  retailers  in  the 
hopes  that  huge  volumes  will  offset 
slender  profit  margins.  "Most  suppliers 
would  just  do  absolutely  anything  to  sell 
Wal-Mart,"  says  one 


manufacturers'  representative.  For  their 
part,  the  retail  giants  demand  the  best 
price.  "They  take  your  guts  out,"  says 
one  small  toymaker  of  Wal-Mart. 
BIG  SQUEEZE.  But  that's  only  the  begin- 
ning. Some  vendors  complain — usually 
off  the  record — of  an  unceasing  barrage 
of  demands  from  retailers,  who  want  ev- 
erything from  discounts  for  new-store 
openings  to  payment  of  fines  for  ship- 
ment errors,  to  huge  numbers  of  free 
samples.  Vendors  to  Wal-Mart  tell  of 
how  niggling  some  of  these  practices 
can  be.  The  Bentonville 
(Ark.)  giant  is  known 
for  phoning  its  vendors 
collect.  And  forget 
about  buttering  up  your 
Wal-Mart  buyer  over  an 
expense-account  lunch. 
Wal-Mart  buyers  don't  let 
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vendors  l)uy  tliem  lunch.  Wal-Mart's 
Glass  says  the  chain's  vendors  see  the 
giant  as  "tough — but  fair." 

Painful  as  this  may  be  for  suppliers, 
the  super-retailers,  with  their  unrelent- 
ing focus  on  efficiency,  bring  plenty  of 
benefits  for  U.  S.  consumers  and  the 
economy  as  a  whole.  They  are  continual- 
ly squeezing  excess  costs  out  of  the  sys- 
tem for  distributing  consumer  goods. 
Wal-Mart  holds  its  ojjerating  and  selling 
expenses  to  15''  of  .sales,  vs.  28'^^  for 
Sears,  Roebuck  &  Co.  Much  of  those 
savings  are  passed  on  to  consumers  in 
the  foi'iii  of  better  service  or  lower 
prices.  The  super-efficient  warehouse 
clul>s,  including  those  owned  by  Wal- 
Mart  and  Kmart,  are  a  case  in  point.  A 


recent  McKinsey  &  Co.  study  found  that 
the  clubs  offer  prices  26''  below  regular 
prices  at  traditional  supermarkets. 

And  the  pressure  from  power  retailers 
is,  in  turn,  forcing  manufacturers  to  be- 
come leaner  and  more  nimble.  For  exam- 
ple, some  big  retailers  demand  that 
Totes  ])ut  price  stickers  on  individual 
packages  so  their  stores  don't  have  to  do 
it  themselves.  And  one  warned  the  com- 
pany it  would  impose  a  fine  of  $30,000 
for  errors  in  bar-coding  on  products 
Totes  shipped.  Driven  in  part  by  such 
demands,  Totes  has  automated  its  bar- 
coding  system  and  revamped  its  comput- 
er and  warehousing  systems.  Says  Best: 
"You  really  have  to  have  your  act  to- 
gether to  deal  with  these  guys." 


And  there's  the  rub.  The  grow 
clout  of  big  retailers  tends  to  favor 
suppliers  at  the  expense  of  the  lii 
guys.  It's  usually  only  the  largest  ma 
facturers  that  have  the  capacity  to  p 
duce,  on  time,  the  huge  quantities 
quired  by  Wal-Mart  and  its  ilk.  It  tal 
hefty  resources  and  plenty  of  sophisti 
tion  to  meet  their  demands  for  cust( 
ized  products  and  packages,  compu 
linkups,  or  special  delivery  schedui 
And  only  a  supplier  with  multiple  pr 
uct  lines — a  Unilever  or  a  P&G — can 
fer  big  retailers  an  efficient  way  to  t 
many  different  products. 

In  addition,  it's  typically  the  bigj 
supjjliers  that  can  form  the  sort  of  cli 
partnerships  that  retailing's  behemo 


RETAILING'S  POWERHOUSES  THEIR  TOUGH  TACTICS  ARE  DELIVERING  GRO¥ 


MAJOR  POWER 
RHAILERS  AND 
HOW  THEY 
OPERATE 


COMPOUND 
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ANNUAL  SALES, 
1986-91 
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RETAILING 
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$39  BILLION 

Has  electronic 
links  with  2,600 
of  3,000  vendors. 
Gives  250 
vendors  exact 
point-of-sale  data 
that  allow  for 
%  automatic  restock- 
U^'  jng  of  inventory 
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increasiii^iy  dfinanding.  The  goal  is 
boost  sales  and  reduce  costs  for  both 
ss  by  slashing  inventories,  shortening 
d  times,  and  eliminating  error:  "There 
I  healthy  interdependence  between  us 
1  people  like  Wal-Mart.  We  need 
m;  they  need  us,"  says  Wolfgang  R. 
imitt,  CEO  of  Rubbermaid  Inc. 
4any  such  partnerships  are  apt  to  be 
re  rhetoric  than  reality,  but  some  so- 
sticated  suppliers  have  figured  out 
N  to  forge  ties  to  retailers  that  go 
(11  beyond  the  traditional  contacts  be- 
'3en  buyer  and  salesperson.  Black  & 
cker  Corp.,  for  example,  has  divisions 
;h  a  dozen  or  so  staffers  from  a  vari- 
'  of  functions,  from  logistics  to  fi- 
nce,  dedicated  to  serving  such  custom- 
;  as  Home  Depot.  And 
G  has  placed  some  70 
iployees  near  Wal- 
irt's  Arkansas  head- 
arters. 

RE  FEAR.  Smaller  sup- 
ers can  sometimes  use 
ivc  nimbleness  to  match 
jse  partnerships.  But 
r  others,  the  choice 
ly  be  to  merge.  Take 
ibert  Stein,  CEO  of 
usewares  maker  Ekco 
■cup.  He's  been  making  acquisitions, 
eh  as  his  recent  purchase  of  plastic- 
oducts  maker  Frem  Corp.,  "almost  as 
ach  out  of  fear  as  anything  else."  Says 
ein:  "You've  got  to  be  a  broad-based 
pplier  to  provide  those  services." 
In  some  businesses,  the  emergence  of 
tegory-killer  merchants  is  forcing  a 
nsolidation  among  manufacturers  that 
irrors  the  concentration  among  retail- 
s.  Take  the  toy  industry,  where  Toys 
'  Us  Inc.  controls  some  207'  of  the 
tail  market.  The  manufacturing  side 
day  is  dominated  by  just  six  compa- 
ss, while  a  decade  ago,  no  one  toy- 
aker  controlled  more  than  5%'  of  the 
arket.  "It's  becoming  harder  for  small 
.ppliers,"  says  Toys  'R'  Us  Vice-Chair- 


nuui  Michael  Goldstein.  "They're  up 
against  giants  that  do  things  very  well." 

This  isn't  the  first  time  that  big  retail- 
ers have  flexed  their  muscles  with  man- 
ufacturers. In  its  heyday,  Sears,  Roe- 
buck &  Co.  even  owned  several  of  its 
biggest  suppliers  outright  or  in  part. 
The  crucial  difference  today  is  that  the 
best  retailers  are  harnessing  powerful 
information  systems  to  stock  what  cus- 
tomers want,  when  they  want  it. 

And  they  expect  suppliers  to  act 
quickly  on  that  knowledge.  At  Wal-Mart, 
for  instance,  more  than  half  of  its  5,000 
vendors  get  point-of-sale  data.  At 
Kmart,  2,600  of  3,000  suppliers  have 
some  sort  of  electronic  linkup,  according 
to  Jim  Glime,  manager  of  business  de- 
velopment. "The  power 
retailers  have  figured  out 
a  way  of  converting  raw 
data  into  insight,"  says 
Gary  M.  Stibel,  a  princi- 
pal of  New  England  Con- 
sulting Group.  Jeans  and 
lingerie  maker  VF  Corp., 
for  example,  worked  with 
Wal-Mart's  buyers  to  cre- 
ate model  assortments  of 
its  wares  for  each  store. 
vf's  new  artificial  intelli- 
gence system  can  automatically  adjust 
the  models.  So  if  a  particular  outlet  sells 
more  large  sizes  than  the  norm,  VF 
changes  the  assortment  accordingly. 

The  most  agile  suppliers  tailor  their 
products  and  packaging  to  please  indi- 
vidual power  retailers.  Rubbermaid  Inc., 
for  one,  works  carefully  to  adjust  its 
product  assortments  and  promotions. 
Wal-Mart,  for  example,  likes  to  offer 
"everyday  low  prices"  and  avoid  price 
promotions.  But  sometimes  Rubbermaid 
wants  to  attract  Wal-Mart  shoppers  with 
something  extra.  No  problem:  It  just 
packages  free  Kool-Aid  or  Tang  with  its 
plastic  pitchers. 


In  fact,  Wal-Mart's  distaste  for  price 
promotions  is  having  a  growing  impact 
throughout  the  marketplace.  Procter  & 
Gamble,  for  one,  is  slashing  the  special 
low-price  deals  it  offers  to  supermarkets 
for  use  in  temporary  promotions.  P&G 
has  also  reduced  the  coupons  it  issues 
by  a  third.  Such  coupons  and  discounts 
often  don't  pay  off,  says  one  p&g  source, 
and  "the  Wal-Marts  are  saying:  'We 
don't  want  that.'  "  Nor  do  power  retail- 
ers want  all  the  items  packaged-goods 
marketers  pump  out.  Unilever's  Thomas 
J.  Lipton  unit  discontinued  19  soups  be- 
tween 1988  and  1991,  adding  just  one. 

Increasingly,  manufacturers  are  seek- 
ing input  from  retailers  at  the  earliest 
stages  of  product  development.  Black  & 
Decker  got  help  from  several  giant 
home-improvement  chains,  including  205- 
store  Home  Depot  and  305-store  Lowe's 
Companies  Inc.,  almost  nine  months  be- 
fore it  introduced  its  new  DeWalt  line  of 
power  tools  last  February.  "We  talked 
to  them  about  the  name,"  says  Gary  T. 
DiCamillo,  president  of  Black  &  Deck- 
er's U.  S.  power  tools  group.  "We  talked 
to  them  about  the  color.  We  talked  to 
them  about  the  warranty."  Based  on 
what  it  heard  from  the  retailers,  B&D 
launched  the  line  with  a  30-day  no-ques- 
tions-asked return  policy.  DeWalt,  DiCa- 
millo says,  will  do  well  over  $100  million 
in  sales  in  its  first  10  months. 
FEWER  SALESPEOPLE.  Power  retailers  are 
getting  more  professional  with  their  ad- 
vice. Target  has  its  own  11-person 
"trend  merchandising"  group  that  trav- 
els the  world  in  search  of  the  next  hit 
products,  from  neon-colored  clothing  for 
teenagers  to  troll  dolls.  While  most  of 
that  work  is  for  its  own  private-label 
goods,  the  retailer  also  uses  its  research 
to  shape  name-brand  products.  Regal 
Ware  Inc.  of  Kewaskum,  Wis.,  for  exam- 
ple, modified  the  hue  of  blue  in  one  cook- 
ware  set  to  match  Target's  palette. 

Similarly,  Dallas-based  Haggar  Corp., 


DILIARD'S 

1992  EST.  SALES 
$4.8  BILLION 

Most  advanced 
department-store 
chain  in  inventory- 
tracking  techno!- 
ogy.  Develops 
'hybrid  labels' 
with  such  suppliers 
as Haggar 


16.9% 


22.5% 
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Instead  of  moviii^ 
million  people  have  su 

million  or  so  folks  left  Lotus  1-2-3  ani 
arrived  at  Microsoft  Excel  for  Window* 
People  everywhere  are  searching 
for  ways  to  make  their  work  less  like 
work.  What  they're  finding  is  Microsof 
We  can  simplify  everyday  compu 


In  pursuit 
of  the  simple 
life,  more  than 
half  a  million 
WordPerfect  u^  ers  are  now  using 
Microsoft  Word  for  Windows  :  Another 
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the  country,  over  a 
ly  moved  to  Microsoft. 

ng  chores.  Writing  a  memo,  for  exam-  at  (800)  426-9400,  Dept.  HR7.  And 

)le.  Or  tracking  sales.  In  fact,  Microsoft  remember,  when  your  software  is  fast- 

&cel  and  Word  for  Windows  can  make  paced,  your  life  doesn't  have  to  be. 
my  job  easier.  Even  downright  Mfilling.  J> = 

For  more  details  (and  personal  ex-  nUMTOSOK 
imples)  of  how  nice  it  is  to  move,  call  us  Making  it  easier 
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a  $381  million  apparel  maker,  listens 
closely  to  buyers  at  Dillard  Department 
Stores.  Dillard  helps  choose  the  fabric 
and  designs  for  the  "Brickerton  by  Hag- 
gar"  label,  a  line  of  men's  slacks  made 
by  Haggar  but  sold  only  by  Dillard. 

To  better  serve  their  retailer  custom- 
ers, other  consumer-goods  giants  are  re- 
vamping not  just  their  product  lines  but 
their  very  organizational  structures. 
Consider  Borden  Inc.,  which  found  itself 
with  a  hodgepodge  of  snack-food  brands 
and  overlapping  sales  forces  after  a  se- 
ries of  acquisitions.  "We  had  28  differ- 
ent people  dealing  with  Wal-Mart."  says 
Chairman  Anthony  S.  D'Amato.  "It  was 
astounding  to  me."  The  fragmentation 
meant  that  Borden  had  little  muscle  in 
the  marketplace.  Now,  besides  eliminat- 
ing or  combining  some 
brands  and  items,  Borden 
will  meld  its  eight  sales  or- 
ganizations, six  distribu- 
tion operations,  and  five  in- 
formation systems  into  one 
to  deal  with  big  customers. 

But  size  alone  won't  se- 
cure a  supplier's  position: 
Manufacturers  must  also 
nurture  their  brand  names, 
because  the  more  a  prod- 
uct is  a  commodity,  the 
more  easily  it  can  be  re- 
placed. "Your  biggest  in- 
surance policy  is  having 
consumers  coming  into  the 
store  asking  for  your  prod- 
uct," says  Frank  D.  Brack- 
en, Haggar's  executive 
vice-president  for  market- 
ing. Valvoline  Inc.,  for  ex- 
ample, is  increasing  ad 
spending  on  its  motor  oils 
by  40%  this  fiscal  year, 
says  Jan  R.  Horsfall,  na- 
tional brand  manager.  Oth- 
ers, from  Frito-Lay  to 
Goodyear,  are  hiking  their 
budgets,  too. 

DELICATE     BALANCE.  Of 

cour.se,  it's  usually  the  big- 
ger manufacturers  who 
have  the  budgets  to  keep 
brands  strong.  For  smaller  companies, 
the  extra  advertising  is  just  one  more 
burden.  John  A.  Balch,  CEO  of  Royal  Ap- 
pliance Manufacturing  Co.,  the  maker  of 
Dirt  Devil  vacuums,  is  a  firm  believer  in 
advertising.  He  looked  golden  when 
sales  soared  last  year  as  Wal-Mart, 
Kmart,  and  others  sold  scads  of  Royal's 
bright-red  vacuums.  Trying  to  keep 
sales  growth  going,  Balch  doubled 
Royal's  ad  spending  in  the  first  half  of 
1992.  The  ad  boost  contributed  to  an 
earnings  drop  of  79%  in  the  second  quar- 
ter, i-nd  Royal's  stock  plunged. 
Many  small  suppliers  can't  count  on 


their  brand  names  to  provide  clout.  In- 
stead, they  emphasize  quality  and  speed. 
Tiny  lollipop  maker  Quick's  Candy  Inc., 
for  example,  is  one  of  only  250  suppliers 
that  automatically  replenish  inventories 
for  Kmart  (box). 

The  most  successful  retailer-supplier 
relationships  involve  compromise  and  a 
delicate  balancing  of  interests.  Many 
point  to  Gitano  Group  Inc.  as  a  supplier 
that  lost  its  balance.  The  trendy  apparel 
maker  watched  its  revenues  soar  from 
$30  million  in  1980  to  $780  million  in 
1991.  A  good  share  of  that  growth  came 
from  Wal-Mart,  which  last  year  account- 
ed for  26%  of  the  company's  sales. 

In  fact,  Gitano  sells  too  much  to  Wal- 
Mart,  say  former  Gitano  executives,  re- 
tailers, and  rival  suppliers.  As  a  result, 


HOW  TO  COPE  WITH  POWER  RETAILERS 

1^  Protect  your  brand.  If  customers  ask  for  your  product  by 
name,  big  retailers  are  more  likely  to  stock  your  goods. 
Beef  up  advertising 

Customize  your  products  and  promotions.  One-size-fits- 
all  merchandising  doesn't  work  anymore.  Developing 
separate  brands  for  different  retailers  may  help 

^  Innovate  constantly.  Me-too  products  won't  make  the 
grade  as  power  retailers  cut  back  on  suppliers  or  make 
their  own  knockoffs 

Reorganize  around  the  customer.  Consider  setting  up 
teams,  including  employees  from  all  disciplines,  to  serve 
your  biggest  customers 

^  Invest  in  technology.  Big  retailers  demand  electronic 
hookups  so  the  right  products  hit  the  shelves  at  the  right 
time 

,     Cut  the  fat.  If  you  don't  cut  costs  and  pass  on  the  savings, 
retailers  will  find  someone  who  can 

H  Support  your  traditional  retailers.  Help  them  survive  the 
onslaught  of  the  super  retailers,  and  they  could  well  help 
you  survive,  too 


other  retailers  have  started  to  shy  away 
from  Gitano  as  an  overexposed  and  un- 
derpriced  brand.  "It  used  to  be  that  the 
customer  responded  to  Gitano,"  says 
Maxine  Clark,  an  apparel  expert  who  is 
now  president  of  Payless  ShoeSource. 
"But  in  the  last  few  years,  that  hasn't 
happened." 

In  addition,  former  Gitano  executives 
say,  Wal-Mart  set  high  standards  for  on- 
time  delivery  of  defect-free  merchan- 
dise— standards  the  apparel-maker  failed 
to  meet,  despite  mighty  efforts.  This 
year,  the  company  has  recorded  over  $90 
million  in  losses  from  painful  restructur- 


ings and  inventory  write-downs,  and  t 
stock,  at  3,  is  far  below  its  $18-a-shc 
price  of  a  year  ago.  The  relations! 
with  Wal-Mart,  says  one  former  hij 
ranking  executive,  is  "what  killed  t 
brand."  Working  with  the  chain,  he  sa; 
was  like  "dancing  with  a  gorilla,  a 
suddenly  you're  married  to  it." 
INDIE  ANGST.  Current  Gitano  executi\ 
deny  that  their  brand  is  overexposed 
Wai-Mart.  And  Wal-Mart's  Glass  does 
accept  blame  for  injuring  the  brai 
"They're  the  ones  that  sold  to  everyc 
in  America  in  an  attempt  to  grow  th 
sales."  He  does  say  Wal-Mart  pus! 
Gitano  to  improve  its  80%-plus  score  : 
on-time  and  defect-free  deliveri' 
"That's  way  below  the  industry." 
Mart,  Glass  says,  continues  to  work  w 
Gitano,  whose  executii 
maintain  that  their  perf 
mance  is  as  good  as  a 
major  supplier's. 

Even  more  vulneral 
are  those  vendors  with( 
any  brand  cachet.  Muri 
Becker  Industries,  a  s 
plier  of  framed  pictur 
thought  it  had  a  dandy 
lationship  with  Kma 
When  the  retailer 
creased  the  number  of  o 
lets  it  supplied  from  450 
650  in  October,  1990,  t 
says,  it  hired  new  st 
and  invested  in  additio 
hardware. 

Too  bad:  The  followi 
March,  Kmart  dropped  i 
Twinsburg  (Ohio)  com 
ny,  a  move  MBI  allej 
came  without  warning  g 
forced  it  into  insolven 
since  Kmart  accounted 
80%  of  its  business.  MBI 
now  suing  Kmart  J 
breach  of  contract  in  fed 
al  court  and  seeking  m( 
than  $2  million  in  damag 
Kmart  denies  that 
wrongfully  terminal 
MBI,  contending  that  ^ 
lost  an  announced  It 


competition  among  vendors  and  that 
contract  with  the  supplier  allowed  it 
terminate  with  60  days'  notice. 

Such  tales  make  the  small  fry  shi 
der.  Adding  to  their  worries  is  W 
Mart's  edict  a  year  ago  that  it  would 
longer  deal  with  most  independent  b 
kers  and  manufacturers'  represen 
tives.  Wal-Mart  says  that  it  needs  dir 
communication  with  its  vendors.  Ma 
smaller  suppliers  fear  that  other  ret 
ers  will  copy  the  move,  making  it  e\ 
harder  for  those  who  can't  afford  sa 
forces  of  their  own  to  break  in. 

The  rise  of  the  power  retailer  does 
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in  that  maiiul'acturers  have  aban- 
ed  less-than-powerful  retailers.  In- 
d,  cherishiiifi  smaller  retailers  may 
ome  a  key  strategy  for  a  supplier 
ing  to  keep  some  clout  for  itself.  In 
9,  for  example,  General  Electric  Co. 
itroduced  RCA  as  a  lower-priced  appli- 
e  brand  specifically  for  smaller  retail- 
Whirlpool,  too,  is  trying  to  help  the 
e  guy.  Its  new  quick  delivery  system, 
ilar  to  GE's,  ships  appliances  fast  to 
power-retailer  accounts.  But  the  sys- 
1  also  helps  small  retailers  reduce  in- 
tory  costs  by  delivering  on  orders 
hin  48  hours. 

.till,  consolidation  among  retailers 
I  their  suppliers  seems  to  be  inexora- 


ble. Says  Jeffrey  A.  Reigle,  president 
and  CEO  of  Regal  Ware:  "The  base  of 
retailers  in  this  country  is  shrinking,  and 
the  base  of  manufacturers  is  shrinking. 
We  become  more  and  more  imtjortant  to 
each  other." 

For  a  glimpse  of  what  the  future 
might  hold,  take  a  look  at  the  toy  indus- 
try, where  just  five  retailers  now  control 
half  the  market.  That  concentration  has 
already  reduced  the  number  and  variety 
of  toys  brought  to  market,  says  Merrill 
Lynch  &  Co.  analyst  Harold  L.  Vogel: 
"The  manufacturers  are  playing  it  safe. 
There  are  fewer  new  products  but  more 
efficient  manufacturing  of  the  products 
out  there." 


Fewer  new  toys  doesn't  sound  like 
much  cause  for  panic.  But  what  if  the 
growing  clout  of  power  retailers  stifles 
too  many  small  companies  and  forces 
too  many  large  ones  to  dodge  risks?  The 
close  ties  between  retailers  and  their 
surviving  suppliers  could  ultimately  end 
up  raising  consumer  prices  and  reducing 
innovation.  It's  not  time  to  sound  the 
alarm  yet.  But  there's  clearly  danger 
abroad  in  the  new  land  of  the  giants — 
for  retailers,  suppliers,  and  consumers 
alike. 

By  Zncharij  Schi/lcr  in  Cleveland  and 
Wendy  Zellner  in  Dallas,  with  Ron 
Stodghill  II  in  New  York,  Mark  Mareinont 
in  Boston,  and  bureau  reports 


THE  MEEK  WHO  MAKE  GOOD  WITH  THE  MIGHTY 


Last  year,  Quick's  Candy  Inc. 
shipped  millions  of  its  gourmet 
lollipops  to  U.  S.  troops  during 
peration  Desert  Storm.  It  was  a  tall 
•der  for  the  tiny  Buchanan  (Mich.) 
)mpany,  which  had  to  deliver  the 
jge  quantity  with  military  precision, 
ut  then,  company  founder  Howard  E. 
uick  knows  all  about  that:  He's  been 
illing  to  Kmart  Corp.  for  three  years. 
Retailing  may  be  in- 
"easingly  dominated 
y  giant  chains  and 
lammoth  manufactur- 
rs,  but  Quick's,  with 
lies  of  about  $3.5  mil- 
on,  shows  how  small 
uppliers  can  survive. 
Smaller  vendors  can 
love  quickly,  and  if 
hey  can  execute  a 
uality  product,  they'll 
till  be  a  viable  source," 
ays  Jim  Glime, 
[mart's  manager  for 
usiness  development. 
Quick's  lollipops,  re- 
ailing  for  .50(t  to  65(t 
piece  and  in  flavors 
rom  pina  colada  to 
lack  currant,  sold 
riskly  in  some  Kmart 
est  stores.  Now,  nine- 
ear-old  Quick's  supplies  all  2,400 
[mart  stores  in  the  U.  S.  and  Canada, 
t's  investing  $2  million  in  new  equip- 
:ient  that  will  triple  candy  output. 
rHE  RIGHT  WAY.'  Besides  producing  a 
asty  lollipop,  the  family-run  confec- 
ioner  also  works  hard  to  make 
[mart's  life  easy.  Quick's  invested 
15,000  in  computer  systems  that  let  it 
nonitor  inventories  at  Kmart's  12  dis- 
ribution  centers.  When  supplies  run 
Dw,  Quick's  automatically  replenishes 
[iventories,  with  no  prior  approval 
rom  Kmart.   It's  one  of  only  250 


Kmart  vendors  with  that  capability. 

Private-label  women's  apparel  maker 
Jik  Ltd.  hopes  to  gain  an  edge  with 
technology,  too.  The  Miami-based  com- 
pany has  spent  millions  over  the  past 
five  years  to  develop  information  and 
manufacturing  systems  to  serve  its  big 
customers,  including  Target  Stores  and 
Mervyn's.  With  about  $50  million  in 
sales,  Jik  now  turns  some  orders 


QUICK'S  CANDY  The  family  business  tends  the  stock  for  Kmart 


in  5  weeks,  down  from  10 
in  1989.  "The  big  retailers  are 


around 
weeks 

going  to  drive  people  to  run  their  busi 
ness  the  right  way,"  says  Larry  Rei- 
ner, Jik's  vice-president  for  marketing. 

The  trouble  is,  many  small  suppliers 
fear  their  niche  with  the  big  retailers  is 
rapidly  shrinking.  For  starters,  few 
small  companies  can  make  the  kind  of 
investments  in  production  capacity  it 
takes  to  serve  the  giants.  Worse,  the 
power  retailers  are  cutting  back  the 
number  of  their  suppliers  in  the  name 
of  efficiency.  Some  retailers  aim  to 


pare  their  vendor  lists  by  lO'/f  a  year 
for  the  next  several  years,  says  Philip 
H.  Kowalczyk,  management  consultant 
at  Kurt  Salmon  Associates. 

That  makes  some  more  determined 
than  ever  to  play  with  the  big  boys. 
For  almost  three  years,  Brik  Toy  Co. 
of  Houston  sold  its  outsized  building 
blocks  to  such  upscale  specialty  stores 
as  F.  A.  0.  Schwarz.  But  recently,  it 
landed  business  with 
Wal-Mart,  Target,  and 
Toys  'R'  Us.  Now,  Pres- 
ident John  C.  Brannan 
expects  revenues  of  $4 
million  in  1992,  up  400?; 
from  last  year. 

What  Brik  lacks  in 
size,  it  aims  to  make  up 
in  flexibility.  To  meet 
the  lower  retail  price 
Wal-Mart  wanted  on  its 
product,  it  changed  the 
packaging  and  cut  the 
number  of  blocks  in  one 
set.  The  small  company 
recently  started  its  first 
national  ad  campaign  to 
back  its  newfound 
growth. 

Sometimes  speed, 
quality,  and  flexibility 
aren't  enough.  Wal- 
Mart  cut  Quick's  from  700  to  100 
stores  when  it  found  a  cheaper  lollipop, 
says  Howard  Quick.  He's  now  fighting 
to  regain  the  business.  But  to  avoid 
overdependency  on  the  big  retailers. 
Quick's  is  also  beefing  up  sales  to  oth- 
er outlets,  such  as  schools,  groceries, 
and  the  military.  Still,  for  Quick's  and 
other  small  suppliers,  the  fastest  way 
to  grow  is  to  tie  their  fates  to  the 
power  retailers — and  hang  on  for  dear 
life. 

By  Wendy  Zellner  in  Dallas,  tritli 
Marti  Benedetti  i>i  Buehanan.  Mieli. 
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MONEY  WITH 
STRINGS  ATTACHED 


Banks  ai"e  being  sued  over  tie-in  loans,  and  the  Fed  is  investigating 


Livio  M.  Borghese  and  Michael  P. 
Triguboff,  principals  at  Borghese 
Triguboff  Investment  Corp.,  a 
small  investment  company,  thought  the 
deal  was  all  set.  They  planned  to  acquire 
Curtis  Industries  Inc.,  a  Midwest  manu- 
facturei',  and  had  a  preliminary  agree- 
ment with  a  Bankers  Trust  New  York 
Corp.  unit  for  the  financing.  But  instead 
of  shaking  hands,  Borghese 
Triguboff  and  Bankers  Trust 
wound  up  shaking  fists  at 
each  other — in  court. 

The  dispute,  which  began 
in  1990  and  is  still  in  litiga- 
tion in  New  York  Supreme 
Court,  involves  charges  of  il- 
legal tying,  whereby  a  bank 
refuses  to  provide  a  service, 
usually  a  loan,  unless  the 
customer  agrees  to  buy  an- 


other service  as  well.  Tying  is  receiving 
increasing  attention  from  regulators, 
who  feel  it  may  be  hurting  small  compa- 
nies that  are  trying  to  recover  from  the 
recession  but  are  finding  credit  scarce. 

Borghese  Triguboff  claims  it  was  told 
by  officials  of  BT  Commercial,  the  Bank- 
ers subsidiary,  that  unless  the  company 
agreed  to  hire  another  Bankers  subsid- 
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TIES  THAT  ILLEGALLY  BIND? 


BANKERS  TRUST  NEW  YORK  CORP.  Accused  by  investment  company  of 
demanding  use  of  Bankers'  advisory  services  in  return  for  financing 

HUNTINGTON  BANCSHARES  Sued,  along  with  its  units,  by  real  estate 
developer,  who  alleges  bonk  wouldn't  provide  letter  of  credit  for  note 
issue  unless  its  affiliate  was  designated  agent  to  place  notes 

NATIONAL  CITY  CORP.  Document  sent  to  client  tied  granting  letter  of 
credit  to  engagement  of  bank  to  market  bond  issue 

DATA:  MORGAN  STANLEY  &  CO.  INC  ,  COURT  DOCUMENTS 


iary  as  financial  adviser,  "BT  Commen 
would  reconsider  providing  senior 
nancing."  With  less  than  20  days  to 
before  Borghese  Triguboff  stood  to  ^ 
feit  a  good-faith  deposit  it  had  put  on  ; 
deal,  it  signed  the  engagement  letter 
Two  Bankers  units  later  sued  Borg 
se  Triguboff  to  recover  fees  for  servi 
provided  for  the  planned  financing 
the  deal.  Borghese  Trigub 
filed  counterclaims  accus: 
Bankers  of  pressuring  it  i: 
buying  other  services  if  it  wan 
the  financing.  Bankers  Trust  Si 
the  charge  "is  groundl 
and  has  been  brought  i 
cynical  attempt  to  av 
the  payment  of  fees  t. 
are  due  and  payable." 
Tying  is  illegal  under 
Bank  Holding  Company  Act  £ 
Federal  Reserve  regulations.  It  1 
become  a  hot  issue  in  banking  circ 
because  critics  charge  the  scarcity 
credit  gives  banks  leverage  to  use  loi 
as  a  means  to  promote  various  fee-ba; 
services.  The  rationale  behind  the  Bf 
Holding  Company  Act  ban  on  tying 
that  banks  shouldn't  take  unfair  adv 
tage  of  their  power  as  key  sources 
J  credit.  Some  ties  are  allowed — bai 
may  give  preferential  rates  to  cust( 
ers  who  leave  large  balances  on 
posit — but  most  are  barred. 
AX  TO  GRIND.  The  Comptroller  of 
Currency  and  the  Federal  Reserve  c 
rently  are  checking  into  charges  t 
banks  are  tying  services  to  loans 
municipal  and  corporate  clients.  The  I 
told  Representative  Henry  B.  Gonza 
(D-Tex.)  on  Nov.  2  that  it  is  looking  i 
three  alleged  incidents  of  tying.  Seci 
ties  &  Exchange  Commissioner  Rich; 
Y.  Roberts  has  denounced  the  practi< 
In  a  letter  to  the  Fed  last  Augi 
Morgan  Stanley  &  Co.  described  doz( 
of  alleged  cases  of  actual  or  proba 
tying.  One  bank  allegedly  told  a  lai 
service  company  its  revolving-cre 
agreement  would  be  continued  only 
the  bank  was  hired  to  help  underwi 
debt  issues.  Another,  financing  a  re 
chain  emerging  from  bankruptcy,  all 
edly  insisted  it  help  manage  the  chai 
securities  offerings.  Ironically,  Mor^ 
Stanley  named  few  ban 
perhaps  because  it,  t 
needs  bank  services. 

Of  course,  securities  fin 
such  as  Morgan  StanL 
have  an  ax  to  grind  ab( 
tying.  Concerned  ab( 
banks'  inroads  in  the  sect 
ties  business,  they  have 
interest  in  proving  that  tyi 
gives  an  unfair  edge 
banks  offering  services  si 


DEALMAKERS 


REMEMBER  THE  '80s? 
REMEMBER  PELTZ  AND  MAY? 


The  takeover  'bad  boys'  are  eyeing — yes — another  Posner  outfit 


investment  banking'.  In  a  letter  to 
libers  last  month,  the  Securities  In- 
,try  Assn.  said:  "We  need  your  help 
)rovide  specific  instances  of  abuses  or 
ralities  to  the  federal  regulators." 
lany  borrowers,  worried  about  alien- 
ig  a  source  of  credit,  keep  (luiet.  One 
e  that  has  come  to  light  involved 
ntington  Bancshares  Inc.  in  Colum- 
i,  Ohio,  and  several  subsidiaries, 
ich  were  sued  starting  in  1990  by  Hu- 
n  Services  Plaza  Partnership,  a  for- 
r  client.  In  the  spring  of  1988,  says  a 
;  irce  close  to  the  case,  Human  Ser- 
3S  officials  had  approached  Hunting- 

for  at  least  $20  million  to  build  a 
^ernment  office  building  in  Cleveland. 
November,  a  Huntington  subsidiary 
•eed — if  it  could  serve  as  exclusive 
ancial  adviser  and  agent.  Howard 
inker,  a  general  partner  of  Human 
•vices,  alleged  in  an  affidavit  that  "it 
s  made  clear  to  me  by  Mr.  Caruso 
rmerly  a  vice-president  in  Hunting- 
I's  mortgage  subsidiary]  that  if  I 
nted  the  financing  for  this  project 
it  H.SPP  must  use  the  services  of  Hun- 
gton  Company." 

iuman  Services  agreed.  It  needed  to 
?ak  ground  on  the  building  by  the  end 
1988  to  meet  its  lease  obligations.  But 
Dec.  30,  Human  Services  charged,  it 
t  a  letter  from  Huntington  saying  it 
■uld  provide  only  an  $8  million  letter  of 
;dit  and  that  it  would  try  to  find  other 
iders  to  provide  the  remainder. 
Huntington  Chief  Counsel  Ralph  K. 
asier  says  the  bank  denies  any  tying 
d  declines  further  comment.  But  Hun- 
gton's  Anthony  Caruso  testified  his 
nk  didn't  want  to  issue  a  letter  of 
;dit  for  a  note  issue  "that  was  going 
be  placed  by  any  other  company  that 
plicates  services  that  Huntington 
uld  provide." 

IDER  PRESSURE.  Another  Cleveland 
se  cited  in  the  Morgan  Stanley  letter 
/olves  a  bank  subsidiary  of  National 
ty  Corp.  In  early  1992,  National  wrote 
a  potential  client  saying  that  a  letter 
credit  would  be  "subject  to  National 
ty  Financial  Corp.  representation  as 
ent  of  marketing  of  bond  issue." 
The  client  did  not  publicly  complain 
out  the  letter.  Thomas  A.  Plant,  coun- 
1  for  National  City,  says  the  letter  in 
lestion  was  only  a  "discussion  piece." 
5  says  the  Fed  is  reviewing  the  matter, 
d  National  City,  which  prohibits  illegal 
ing  as  a  matter  of  corporate  policy,  is 
operating  with  that  review. 
Like  the  National  City  client,  most 
rrowers  quietly  acquiesce  to  bank 
essure.  But  with  growing  regulatory 
tention  on  the  problem,  banks  that  try 
tie  up  customers  are  increasingly  like- 
to  find  themselves  tied  up  in  court. 
By  Kelley  Holland  in  Ncic  York,  irilli 
ike  McNamec  in  Washington  and 
■chary  Schiller  in  Cleveland 


Like  many  other  1980s  dealmakers. 
Nelson  Peltz  and  Peter  W.  May 
found  fortune  and  grandeur  only  to 
suffer  an  inglorious  aftermath.  It  has 
been  no  fun:  a  nasty  fight  with  minority 
shareholders  over  a  can  company  they 
sold  and  the  real  estate-related  collapse 
of  their  London  buyout  venture.  But  un- 
like many  of  their  '80s  compatriots', 
their  wealth,  while  somewhat  dimin- 
ished, remains  huge — Peltz's  an  estimat- 
ed $(iO()  million.  May's  some  $300  million. 

These  resources  have  given  the  duo 
an  opportunity  to  recapture  at  least 
some  of  their  former  glory.  Fittingly, 
they  plan  to  do  so  by  taking  over  a 
bedraggled  outfit  owned  by  another 
bloodied  '80s  figure,  Miami  financier  Vic- 
tor Posner  (table).  Pending  a  judge's  ex- 
pected approval  in  January,  Peltz  and 
May  will  assume  control  of  Posner's  ail- 
ing DWG  Corp.,  a  grab  bag  whose  most 
prominent  units  are  the  Arby's  Inc.  res- 
taurant chain  and  soft-drink  maker  Roy- 
al Crown  Cola  Co.  Under  pressure  from 
U.  S.  District  Court  Judge  Thomas  D. 
Lambros  in  Cleveland  and  l:)ig  debt  ])rob- 
lems,  Posner  is  relinquishing  his  voting 
control.  Three  court-appointed  directors 
say  Posner  violated  a  1990  settlement  of 


shareholders  because  he  made  dwg  ab- 
sorb expenses  from  other  Posner  enti- 
ties. Posner  refused  a  request  for  com- 
ment, although  his  attorneys  have  said 
that  the  charges  are  unfounded. 

Peltz  and  May,  both  .50,  believe  that  at 
[)W(;  they  will  repeat  their  earlier  suc- 
cesses at  National  Can  Corp. — which, 
ironically,  they  also  acquired  by  buying 
out  Posner  in  1985 — and  American  Can 
Co.  The  can  combine,  renamed  Triangle 
Industries  Inc.,  was  the  nation's  largest. 
By  pumping  in  management  expertise 
and  capital  spending,  they  made  Trian- 
gle profitable,  too.  "We  have  the  ingredi- 
ents to  do  it  again,"  insists  the  deep- 
voiced,  perpetually  tanned  Peltz,  who 
divides  his  time  between  his  Palm  Beach 
home  and  his  Manhattan  investment  out- 
fit, Ti'ian  Group  LP. 

QUICK  BUCK.  For  Peltz  and  May,  the 
chance  to  revitalize  nationally  known 
names,  such  as  Arby's  and  RC  Cola,  is  an 
intoxicating  challenge.  "We'll  really  fo- 
cus on  these  core  businesses,"  says  May, 
the  quieter  and  more  operations-oriented 
of  the  two.  Their  ambitions  are  fueled  by 
their  new,  young  partner,  Leon  Kal- 
varia,  34,  a  mergers  and  acquisitions 
whiz  who  joined  them  from  First  Boston 
Corp.   in  early   1991.  ('urrently,  their 
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Trian  Group  holdings  consist  of  a  hand- 
ful of  low-profile  outfits,  such  as  Equita- 
ble Bag  Co.,  a  shopping-bag  maker. 

The  Peltz-May  team  is  getting  a  big 
welcome  from  Wall  Street.  Since  they 
emerged  in  early  September  as  Posner's 
likely  successors,  DWG  stock  has  almost 
douljled,  to  $14.50  per  share.  Says  Judge 
Lanibros  in  an  interview:  "They're 
smart,  they're  credible,  they've  got  [.)lans 
and  a  vision." 

Still,  the  team's  return  to  the  limelight 
with  DWG  could  revive 
unpleasant  memories  of 
the  strife-ridden,  albeit 
profitable,  conclusion  of 
the  Triangle  can  epi- 
sode. They  took  heat 
from  shareholders  then 
for  seeming  to  go  back 
on  apparent  avowals 
not  to  act  like  typical 
raiders  and  resell  Trian- 
gle for  a  quick  buck — 
something  Peltz  prom- 
ises not  to  repeat  with 
DWG.  Peltz  contends 
that  he  was  in  Paris 
bargaining  to  buy  the 
canning  subsidiary  of 
French  container  behe- 
moth Pechiney  in  1988, 
when  Pechiney  execu- 
tives surprised  him  with 
an  offer  for  Triangle 
that  he  couldn't  refuse. 
"I  had  expected  Trian- 
gle would  be  part  of  my 
estate,"  he  says. 
BARGAIN.  Triangle 
stockholders  then  sued, 
because  Peltz  and  May 
had  boosted  their  stake 
in  the  comi)any  from 
13'/J  to  (327!  several 
months  before,  allowing 
them  to  maximize  theii- 
Pechiney  windfall  at 
others'  expense.  The 
suit  charged  Peltz  and 
May  with  insider  deal- 
ing, saying  they  eithei- 
knew  or  should  have 
known  that  the  Pe- 
chiney buyout  was  com- 
ing. The  two  dealmakers  denied  that, 
protesting  that  Triangle  stock  was  a  bar- 
gain they  couldn't  pass  up  following  the 
1987  market  crash.  But  Peltz  and  May 
ended  up  settling  the  suit  for  $7")  million 
without  admitting  fault,  splitting  the 
cost  with  Pechiney. 

Worse  times  awaited  in  London.  In 
1989,  they  took  over  Mountleigh  Group 
PLC,  a  British  property  developer.  The 
plan  was  to  sell  off  the  buildings  and 
turn  Mountleigh  into  a  takeover  vehicle 
for  European  companies.  Then  the  Brit- 


THE  UPS 
AND  DOWNS  OF 
PELTZ  AND  MAY 

1985-86  Roar  into  financial 
big  leagues  by  taking  over  Na- 
tional Can  and  American  Can. 
Form  Triangle,  the  nation's 
largest  container  company 

1988  Sell  Triangle  to  Pe- 
chiney, France's  packaging  gi- 
ant, for  $1.3  billion.  But  share- 
holders sue,  claiming  Peltz  and 
May  had  earlier  boosted  equi- 
ty stake,  knov/ing  French 
buyout  v/as  imminent.  They 
deny  this  and  later  settle,  pay- 
ing $75  million,  half  of  it  com- 
ing from  Pechiney 

1989  Buy  London-based 
property  developer,  Mount- 
leigh Group,  with  $150  million 
from  Triangle  haul.  Plan  to  sell 
off  real  estate  and  use  as  take- 
over vehicle 

1991  Mountleigh  goes  into 
receivership  after  real  estate 
market  collapses 

DECEMBER,  1992  Ready  ac 
quisition,  planned  for  January, 
of  debt-burdened  DWG,  par- 
ent of  Royal  Crown  Cola  and 
Arby's  fast-food  chain,  from  fi- 
nancier Victor  Posner.  Price: 
$72  million  in  cash 

DATA  BW 


ish  real  estate  market  fell  apart,  and 
Mountleigh  went  into  receivership  with 
$900  million  in  debt.  Trian  lost  $110  mil- 
lion on  Mountleigh,  and  Peltz  fled  back 
home,  admitting  he  had  made  a  mistake. 

Peltz  and  May  likely  feel  a  good  dose 
of  relief  to  be  greeted  as  saviors  at  l)W(;. 
The  applause  could  be  premature.  Fast 
food  and  soft  drinks  are  cutthroat  indus- 
tries. Further,  the  Miami-based  concern 
has  gobs  of  debt — $405  million  in  long- 
term  borrowings — and  pays  a  horrific 
amount  of  interest  on  it. 
Part  of  that  is  because 
of  Posner,  74,  a  pariah 
to  many  on  Wall  Street 
owing  to  his  reputation 
for  sucking  companies 
dry  through  elaborate 
perks  and  other  lavish 
spending.  He  has  had 
trouble  lining  up  con- 
ventional lending.  With 
a  46','  controlling  stake 
in  DWG  at  risk  as  the 
company  hemorrhaged 
red  ink,  Posner  turned 
to  Cincinnati  money 
man  Carl  H.  Lindner's 
American  Financial 
Corj).  Lindner  last  year 
lent  DWG  $10.'i  million  at 
a  towering  19'-  rate. 
Lindner  wouldn't  com- 
ment to  KK.SIXKSS  WKEK 
either. 

DEAL  O.  K.  The  mess  got 
to  be  too  much  for  the 
court-appointed  direc- 
tors. At  their  behest. 
Judge  Lambros  some- 
time in  January  intends 
to  0.  K.  a  deal  whereby 
Peltz  and  May's  Trian 
will  pay  Posner  $72  mil- 
lion for  half  his  stake. 
The  rest  will  be  convert- 
ed to  nonvoting  pre- 
ferred stock  that 
Posner  will  continue  to 
hold, 

Peltz  and  May  are 
brimming  with  reme- 
dies for  DWG,  They 
want  to  invigorate  mar- 
keting of  RC  Cola,  a  perennial  also-ran  in 
the  soft-drink  wars.  And  they  plan  to 
expand  the  2,600-store  Arby's  chain  and 
spiff  11)1  the  seedier  outlets.  Most  of  all, 
they  want  to  refinance  the  onerous 
Lindner  debt,  which  they  say  is  callable. 
Unlike  Posner,  they  argue  they  can  land 
lower-cost  bank  debt.  "Our  greatest 
pleasure  is  in  building  a  business,"  says 
Peltz.  So  it's  once  more,  with  feeling. 

Bjj  Larry  Light  in  New  Yark.  irilli  Gni! 
DcGvurgc  in  Miami  and  Ricliaril  A. 
Mclclier  in  London 


NIGHTMARE  i 
WALL  STREET; 


The  NYSE  may  have  the  m 


It's  the  regulatory  equivalent  of  t 
20-year  locusts.  Every  decade  or  tv 
the  Securities  &  Exchange  Comm 
sion  embarks  on  a  wide-ranging  study 
the  stock  market.  The  last,  in  19' 
heljjed  spark  the  series  of  events  tl 
eniled  fixed  brokerage  commissions  a 
transformed  Wall  Street.  Well,  the  SEC 
at  it  again — a  yearlong  examination 
the  markets  grandiosely  entitled  "M; 
ket  2000."  Wall  Streeters  aren't  worri 
about  the  outcome.  They're  petrifit 
And  none  have  more  reason  for  conce 
than  the  denizens  of  an  ornate  buildi 
at  Wall  and  Broad.  The  New  York  Sto 
Exchange,  which  is  facing  unprecedei 
ed  challenges  to  its  franchise,  has  t 
most  to  gain — and,  more  likely,  to  los 
On  the  surface,  the  Market  2000  stu 
appears  to  be  nothing  more  than  a  1: 
reaucratic  paper  chase.  It  was  outlin 
last  July  in  an  80-page  announcemei 
That  generated  a  foot-thick  successi 
of  comment  letters  and  academic  studi 
from  some  two  dozen  exchanges,  tr£ 
ing  systems,  and  institutional  investoi 
But  the  SEC  study  is  doing  more  th: 
filling  a  file  cabinet.  It  is  laying  t 
groundwork  for  major  changes  in  t 
regulation  of  the  markets,  with  up-ar 
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WALL  STREETERS  AREN'T 
SCARED,  THEY'RE  PETRIFIED 


If  RULE  BOOK 


m  a  new  SEC  study 


ing  trading  systems  getting  as  much 
ntion  as  the  Big  Board, 
he  change  in  Administrations  is  un- 
ly  to  divert  the  SEC — and  may  even 
[•  action.  "It's  a  mistake  to  think  that 
f're  just  engaged  in  paper  shuffling," 
s  William  J.  Fitzpatrick,  general 
Qsel  of  the  Securities  Industry  Assn. 
i  Richard  Ketchum,  former  SEC  chief 
market  regulation 

now  executive  vice- 
ddent  of  the  Nation- 
issociation  of  Securi- 
Dealers,  which 
rsees  the  over-the- 
nter  markets,  notes 
:  "every  time  the 
imission  has  en- 
ed  in  this  kind  of 
iy,  it  has  resulted  in 
Crete  action." 
/hat  kind  of  action  is 
he  offing  this  time? 
'ket  2000  watchers 
:gest  that  the  an- 
ir  can  be  found  in 

SEC's  favorite  habi- 
— paper.  In  the  mis- 
i  launching  the 
:ly,  the  SEC's  Divi- 


CE 


sion  of  Market  Regulation  made  clear 
that  its  agenda  is  comparatively  narrow. 
The  regulators  excluded  such  trouble- 
some topics  as  penny  stocks  and  equity 
derivatives.  Instead,  the  focus  will  be  on 
the  nitty-gritty  of  the  equity  markets. 
Specifically: 

■  Trading  systems.  Intermarket  competi- 
Unn  is  the  focus  of  the  study.  It's  a 
decidedly  two-edged  sword  for  the  NYSE 
and  its  archenemies — Instinet,  Posit,  and 
the  other  trading  systems  that  come  to 
life  when  the  Big  Board  is  closed.  The 
SEC  study  acknowledges  the  concerns  of 
the  exchanges  that  "they  are  at  a  signif- 
icant competitive  disadvantage"  to  the 
trading  systems.  It  notes  that  the  sys- 
tems usually  base  their  prices  on  trades 
in  the  primary  markets — which  the  ex- 
changes deride  as  "free-riding" — and 
don't  have  anywhere  near  the  regula- 
tory burden  imposed  on  the  exchanges. 
The  SEC  also  made  pointed  references  to 
another  sore  point:  the  practice  of  some 
trading  systems,  and  OTC  market-mak- 
ers, to  pay  for  orders  from  brokerage 
firms,  which  induces  thern  to  route  or- 
ders away  from  the  NYSE. 

The  tenor  of  the  SEC  outline  of  the 
study  indicates  that  the  agency  is  likely 
to  bring  the  trading  systems  under  its 
regulatory  umbrella.  Payment  for  order 
flow  is  also  likely  to  be  curtailed  or  elim- 
inated. However,  the  SEC  might  be 
tempted  to  weigh  the  emphatic  views  of 
one  major  institution — Investors  Re- 
search Corp.  of  Kansas  City,  which  runs 
the  $20  billion  Twentieth  Century  Inves- 
tors Inc.  mutual-fund  family.  Investors 
Research  strongly  endorses  the  trading- 
systems  as  providing  "access  to  liquidity 
at  very  low  costs,"  and  urges  the  SEC  "to 
affirm  the  move"  to  such  systems. 

■  NYSE  Rule  390.  If  the  SEC  decides  to 
"give"  to  the  NYSE  with  one  hand — by 
regulating  the  proprietary  trading  sys- 
tems— it  may  well  "take"  with  the  other 
hand  by  making  life  harder  for  the  Big 
Board.  The  NYSE's  competitive  Achilles' 


HOW  NEW  SEC  ACTIONS 
COULD  AFFECT  THE  BIG  BOARD 


SOME  COULD  HELP: 

►  Non-NYSE  trading  systems 
face  regulation 

Unregulated  trading  systems  that 
compete  with  the  NYSE,  such  as  In- 
stinet and  Posit,  are  under  SEC  scru- 
tiny for  trading  off  NYSE  prices. 
New  rules  could  curb  their  growth 

^  Payment  for  order  flow  is  in 
jeopardy 

Over-the-counter  market  makers  and 
trading  systems  often  pay  broker- 
ages for  directing  customer  orders  to 
them  instead  of  the  NYSE.  The  SEC 
could  eliminate  that  practice 


BUT  OTHERS  COULD  HURT: 

^  NYSE  specialists'  monopoly  is 
in  danger 

The  SEC  is  taking  a  hard  look  at 
NYSE  Rule  390,  which  protects  the 
specialists  from  competition  with 
dealers  in  the  over-the-counter 
market 

^  Companies  may  be  free  to 
leave  the  NYSE 

NYSE  Rule  500  makes  it  very  tough 
for  corporations  to  voluntarily  delist 
from  the  NYSE.  The  SEC  could  repeal 
the  rule,  which  critics  say  curbs  com- 
petition between  markets 


heel  is  its  Rule  890,  which  restricts  the 
ability  of  its  member  firms  to  trade 
NYSE-listed  securities  in  the  OTC  market. 
Critics  contend  that  Rule  390  merely  pro- 
tects the  franchise  of  NYSE  specialists, 
while  the  NYSE  favors  keeping  Rule  890 
as  a  "pro-customer  protection  rule."  One 
unexpected  nail  in  Rule  390's  coffin  has 
come  from  Goldman,  Sachs  &  Co.  Co- 
chairman  Robert  E.  Rubin,  whose  views 
loom  large  because  he  is  leading  the 
race  to  become  Economic  Security  Ad- 
viser in  the  Clinton  Administration.  Ru- 
bin doesn't  endorse  removing  Rule  390 — 
but  he  comes  close.  He  notes  that  drop- 
ping 390  could  provide  "benefits  that 
might  result  from  the  increased  competi- 
tion among  markets"  and  remove  iT\uch 
of  the  impetus  behind  after-hours  and 
overseas  trading  of  listed  stocks. 
■  NYSE  Rule  500.  This  rule  makes  it  dif- 
ficult for  an  N'YSE-listed  company  to  vol- 
untarily delist  from  the  exchange. 
There's  hardly  much  demand  for  that 
right  now.  But  it  could  become  a  hot 
issue  as  competitors  to  the  NYSE  prolifer- 
ate, notes  veteran  market  watcher  Ju- 
nius W.  Peake,  professor  of  finance  at 
the  University  of  Northern  Colorado. 
"The  technology  is  certainly  there — this 
is,  after  all,  just  a  communications  busi- 
ness," Peake  maintains.  It's  no  surprise 
that  N.\SDAQ  has  long  advocated  elimina- 
tion of  Rule  500.  But  the  SEC  seems  to  be 
moving  in  that  direction  also.  In  its  out- 
line of  the  study,  the  SEC  expressed  in- 
terest in  knowing  if  "commentators 
believe  there  are  any  regulatory  anach- 
ronisms, lingering  inefficiencies,  rules  or 
requirements  whose  costs  exceed  their 
benefits,  or  anticompetitive"  rules.  It 
then  specifically  requested  comments  on 
Rules  390  and  'oOO. 

While  the  sparring  goes  on,  the  Street 
watches — so  far,  mostly  without  joining 
the  fray.  Except  for  Rul)in  at  Goldman, 
Sachs,  no  major  brokerage  honcho  has 
sallied  forth  with  a  comment  letter.  The 
SI.^  has  also  steered  clear  of  this  hot 
potato.  For  its  part,  the 
NYSE  says  it  is  follow- 
ing the  comments 
"carefully"  and  prepar- 
ing a  rebuttal.  But  in 
the  final  analysis,  the 
huge  volume  of  })aper  is 
outweighed  by  the  SEC's 
obvious  view  that  the 
markets'  competitive 
barriers  must  come 
down  just  as  assuredly 
as  Wall  Street's  wall 
was  dismantled  300 
years  ago.  For  the 
NYSE,  the  only  question 
is  whether  it  will 
adapt — or  be  buried  in 
the  rubble. 

By  Gary  (Cc/.s-.s  ///  Neiv 
York 
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FIRST  PACIFIC: 
IS  IT  WIRED 
FOR  WINNING? 


The  company  is  still  faceless  on 
Wall  Street,  and  its  initial  stock 
offering  in  mid-July  bombed.  So 
why  is  First  Pacific  Networks  sudden- 
ly sparkling?  In  recent  weeks,  the  tele- 
communications company  has  won  spe 
cial  attention  from  Time  Warner  and 
MCI  Communications,  causing  First  Pa- 
cific's stock  to  leap  to  more  than  11  a 
share  from  5  in  mid-November — finally 
exceeding  the  initial  offering  price  of  9. 

Time  Warner's  cable  unit  and  MCI 
have  agreed  to  test  First  Pacific's  tech- 
nology, called  Personal  Xchange  iPX). 
Consisting  of  hardware  and  software 
that  permit  voice,  data,  or  video  signals 
to  be  routed  on  a  single  wire,  the  sys- 
tem can  deliver  two-way  video  and 
data  services  over  a  single  optic-fiber 
cable,  coaxial  cable,  or  hybrid  wire.  PX 
allows  delivery  of  phone  services  to 
customers  over  the  existing  cable-T\' 
infrastructure,  explains  Dan  Purjes. 
chairman  and  CEO  of  investment  firm 
Josephthal  Lyon  <§:  Ross. 
'STAMP  OF  APPROVAL.'  Some  big  inves- 
tors believe  the  tests  will  be  highly 
successful.  "MCI  doesn't  go  into  any 
kind  of  testing  project  unless  it  has 
done  its  own  testing  beforehand,"  says 
Gordon  Capital's  Lap  Lee,  a  veteran 
technology  analyst.  The  test,  says  Lee, 
is  a  "great  stamp  of  approval"  for 
First  Pacific's  technology.  Specifically, 
the  test  will  provide  alternative  tele- 
phone access  to  MCl's  network,  using  a 
part  of  Time  Warner's  cable  system  in 
Queens,  N.  Y. 

Where  regulations  permit,  PX  will  en- 
able cable-TV  operators  to  broaden 
their  ser\'ices  by  selling  excess  capaci- 
ty to  long-distance  telephone  carriers, 
says  Josephthal  analyst  Jeff  Sadler. 

Gordon  Capital's  Lee  sees  a  wide 
market  for  PX.  In  the  U.  S.,  the  Baby 
Bells  are  potentially  the  big  users.  In 
the  present  system,  phone  calls  are 
routed  through  large  expensive  switch- 
es run  by  mainfi'ame  computers.  PX 
can  route  calls  without  the  need  for  a 
main  switch,  says  Lee. 

Whispers  are  that  First  Pacific  will 
land  its  first  major  PX  contract  by  early 
next  year  with  one  of  the  Baby  Bells. 
One  big  investor  says  separate  talks 
are  going  on  between  the  company  and 
certain  foreign  telephone  carriers.  This 
pro  figures  that  the  contract  could  pro- 


A  RISING  TIDE  AT 
FIRST  PACIFIC  NETWORKS 
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duce  revenues  of  $75  million  to  $80 
million  next  year. 

One  contract  could  "result  in  a  dra- 
matic jump  in  earnings — into  the  $1-  to 
$3-a-share  range,"  says  Lee.  Based  on 
his  own  scenario  about  potential  con- 
tracts ahead,  Lee  estimates  that  First 
Pacific's  stock  could  appreciate  into  the 
18-to-20  range  over  the  next  two  years. 


BEWARE  CHANTAL'S 
ENCHANTING  PRICE 


I  ot  all  low-priced  stocks  are  nec- 
essarily cheap,  of  course.  In 
1  fact,  certain  low-priced  stocks 
deserve  their  cellar-level  prices.  That's 
how  some  pros  regard  Chantal  Phar- 
maceutical, which  traded  at  14  earlier 
this  year.  It  has  since  crashed  to  4.  So 
has  it  bottomed'? 

Not  by  a  long  shot,  says  Evan 
Sturza,  editor  of  Sturza's  Medical  In- 
vestment Letter.  He  thinks  the  stock  is 
headed  for  less  than  a  dollar.  Why'?  In 
the  past  10  years,  he  asserts,  the  com- 
pany's equity,  working  capital,  and 
cash  have  dwindled  to  a  point  where 
Chantal  now  faces  ouster  from  the 
N.^.SD.AQ  market,  where  its  stock  is 
traded.  While  the  company  has  raised 
some  $30  million  over  the  past  10 
years,  notes  Sturza.  it  now  has  share- 
holder equity  of  just  $600,000 — way  be- 
low the  required  $1  million.  In  its  Oct. 
12  audit  report,  Ernst  &  Young  says 
Chantal,  as  a  development-stage  com- 
pany, continues  to  be  primarily  depen- 
dent on  license  fees  or  its  ability  to 
raise  additional  capital.  "These  condi- 
tions raise  substantial  doubt,"  it  says, 
"about  Chantal's  ability  to  continue  as 
a  going  concern." 


"The  situation  has  turned  scary 
Sturza  warns.  Chantal's  10-year  effo 
to  develop  a  product  called  Cyoctol  fi 
the  treatment  of  both  acne  and  ha 
loss  has  "languished"  in  tests  for  se 
en  years,  says  Sturza.  Initial  test  r 
suits  have  not  been  good,  he  notes. 

The  company  says  Sturza's  coi 
ments  are  "false  and  materially  mi 
leading."  With  its  limited  financin 
says  CEO  Chantal  Burnison,  the  comp 
ny  has  developed  three  patented  coi 
pounds — Cyoctol.  Ethocyn,  and  Mete 
clor.  Test  results  have  been  praised  1 
scientists,  adds  Burnison.  Chantal 
now  trying  to  raise  additional  fum 
through  a  private  placement  to  me 
NASD.\Q  requirements,  she  says. 


FROM  USED  CARS  TO 
THE  FINANCE  LANE 


Think  you  have  any  use  for  a  use 
car  dealership  or  its  stocl 
Among  those  who  probably  w 
beg  off  are  Merrill  Lynch  and  Ale 
Brown,  two  major  securities  firms  th 
underwrote  a  1990  stock  offering  f 
used-car  company  URCARCO  at  19 
share.  Well,  the  stock  is  now  at  3^ 
and  the  company  is  exiting  from  tl 
second-hand  auto  business. 

After  suffering  massive  losses  fro 
its  in-house  financing  of  sales,  the  coi 
pany  changed  its  name  to  AmeriCrec 
and  is  now  trying  to  become  a  consul 
er-finance  company.  What's  alluring 
investors  is  that  AmeriCredit  has  r 
cently  attracted  big  investors,  such  : 
money  pro  Richard  Rainwater,  as  wi 
as  UBS  Asset  Management  and  Prude 
tial.  AmeriCredit  has  signed  a  contra 
with  Rainwater  Manageinent  Partne 
to  help  steer  the  company  into  consul 
er  financing  in  exchange  for  an  opti( 
on  3.2  million  shares  at  $3.22  a  shar 

"AmeriCredit  is  an  opportunity 
participate  in  a  startup  finance  comp 
ny  at  a  price  that's  just  a  shade  of  tl 
price  of  other  finance  companies,"  sa; 
David  Jordan,  a  partner  at  Stamfo: 
Co.,  a  New  York  securities  firm.  I 
thinks  the  stock  will  double  in  a  yea 
Analyst  Frank  Castle  of  Feeley 
Willcox  Asset  Management  sa; 
AmeriCredit's  book  value  is  nearly  $5 
share  and  cash  is  $4  a  share.  The  coi 
pany  will  continue  liquidating  its  3,3(1 
car  inventory,  close  its  used-car  lol 
and  increase  its  loan  portfolio  for  in( 
rect  financing  of  autos.  Castle  sei 
AmeriCredit  breaking  even  in  the  ye; 
ending  June,  1993,  vs.  a  loss  in  the  pa 
two  vears.  And  he  expects  earnings  ' 
50c  in  1994  and  $1  in  1995. 
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Pens  write.  A  Watenmm  expresses.  For  more  thau  a  cmtury,  this  distniction  has  ranamed  constant. 
In  the  precise,  painstaking  tooling.  In  the  meticulous  balancing.  In  the  elegant  styling  accented  with  precious  metals. 
For  example,  the  Rhapsody  Red  Ripple,  f  \  pictured  above,  recaptures  all  the  romance  of  its  1920s  original. 
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OVERHAUL 
IN  MPAN 


As  global  growth  slows,  its  carmakers  are  rejiggering  their  vaunted  system 


Production  manager  Koichi  Yohroh 
tilts  Jiis  hard  hat  and  strides  down 
the  gleaming  flexible  assembly 
line  at  Mazda  Motor  Corp.'s  Hofu  plant 
near  Hiroshima,  pointing  out  all  the  ma- 
chinery that  $500  million  can  buy.  Robo- 
tic arms  insert  an  engine  and  suspension 
unit  up  into  a  Eunos  500  body  that's 
moving  along  the  line.  The  car,  which  is 
sold  in  Europe,  spins  90  degrees,  and 
robots  attach  the  preassembled  instru- 
ment panel.  The  line  can  juggle  12  dif- 
ferent models,  and  it  showcases  a  quiet, 
people-friendly  workplace.  Even  the  re- 
volver-shaped electric  screwdrivers  are 
muffled,  Yohroh  notes,  revving  one  up. 

Lately,  however,  there's  a  note  of  mel- 
ancholy in  this  flawless  metallic  ballet. 
Since  opening  the  Hofu  factory  in  Feb- 
ruary, Mazda  has  had  to  cut  production 
to  one  shift  from  two.  Worse,  a  lack  of 
cash,  plus  simultaneous  slumps  in  the 
world's  major  car  markets,  have  forced 
the  company  to  cancel  its  planned  Amati 


luxury  sedan,  which  was  to  have  been 
built  on  the  line  starting  next  year.  To- 
day, the  plant  is  running  at  just  one- 
third  of  capacity.  "We  expected  markets 
to  keep  expanding,"  laments  Mazda  Ex- 
ecutive Vice-President  Makoto  Miyaji. 
"We're  not  used  to  this." 
MATURE  MARKETS.  Welcome  to  the  real 
world,  Japan.  Since  before  the  first 
Toyota  Crown  hit  U.  S.  showrooms  in 
the  late  1950s,  Japanese  auto  sales  have 
followed  one  trajectory:  up.  But  sudden- 
ly, in  boardrooms  and  factories  all  over 
Japan,  executives  are  grappling  with 
how  to  eke  out  gains  in  a  market  that, 
for  them,  seems  to  have  shifted  into  low 
gear.  "There's  no  straight  stretch  any- 
more," frets  Nobuhiko  Kawamoto,  presi- 
dent of  Honda  Motor  Co.  "We're  facing 
matured,  low-growth  markets  for  the 
first  time  ever." 

Here's  the  dilemma  he  and  others  see 
developing:  A  saturated  home  market 
plus  political  opposition  will  slow  expan- 


sion in  the  U.  S.  and  Europe,  wl 
growth  in  smaller  markets  such  as  A 
and  Eastern  Europe  won't  be  enough 
pick  up  the  slack.  Meanwhi'e,  says  > 
san  Chairman  Yutaka  Kume,  Detroit 
"narrowing  the  competitiveness  gap" 
the  U.  S.,  Japan's  biggest  foreign  m 
ket.  As  a  result,  Japanese  analysts  1 
ure,  their  industry's  revenue  growth  \ 
drop  to  2%  or  3%  annually  in  the  ni 
few  years,  from  up  to  107'  in  the  1; 
1980s.  Suddenly,  once  confident  exe 
fives  have  doubts  about  how  to  respo 
"Before,  when  I  had  money  in  my  po 
et,  I  knew  exactly  what  to  do — buy  m( 
equipment,  keep  on  growing,"  SE 
Kawamoto.  But  now,  he  says,  he  oi 
knows  one  thing  for  sure:  "We  have 
make  ourselves  very  flexible  to  quid 
respond  to  an  uncertain  future." 

Japanese  car  executives  see  this 
the  biggest  crisis  they've  ever  fac 
"We  must  drastically  change  our  way 
thinking,"  says  Toshihiko  Sekine,  ^ 
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EVEN  AT  TOYOTA'S 
TAHARA  PLANT,  PEOPLE 
CAN  BEAT  AUTOMATION 


's  production-planning  director.  For 
•ters,  they  vow  to  overhaul  their 
:h  imitated  "lean  production"  system, 
ch  uses  low  inventory,  small-lot  pro- 
tion,  and  rapid  model  replacement  to 
duce  cars  that  captivate  customers. 
,h  growth  stalled,  some  assumed  ad- 
tages  of  lean  assembly,  such  as  its 
je  variety  of  models  and  options,  now 
m  too  costly.  The  world  auto  slump 

also  revealed  a  dirty  little  secret: 
;n  the  vaunted  Japanese  can  become 
ited.  "What  the  Japanese  auto  com- 
lies  did  in  the  late  1980s,  when  they 
"e  rich,  was  squander  much  of  their 
ources,"  contends  Furman  Selz  Inc. 
o  analyst  Maryann  N.  Keller. 
Vith  earnings  flagging  and  No.  2  Nis- 
.  Motor  Co.  even  sliding  toward  its 
it  pretax  loss  in  45  years,  the  top 
)rity  of  Japanese  carmakers  is  to  gen- 
te  more  profit  at  lower  volumes.  The 
ipanies  are  paring  waste,  shedding 
ions,  and  even  considering  cutting 

models.  They're  standardizing  every- 
ig  from  chassis  and  axles  to  steering 
jmns,  and  they  may  keep  some  mod- 
on  the  market  longer  to  trim  develop- 
nt  costs.  Already  the  world's  low-cost 
■ducers,  they're  ferreting  out  lots  of 
litional  savings.  All  the  while,  they're 
rganizing  managements,  rejiggering 
embly  lines,  moving  production  off- 
ire,  and  raising  prices  overseas  to  off- 

the  high  yen. 

it  least  for  now,  all  this  could  give  a 
ak  to  U.  S.  and  European  competi- 
s.  Future  Japanese  models  are  likely 


PROBLEM 


Too  many  model 
changes,  featur 
and  options 


Financially  trou 
suppliers  may  f 


to  have  fewer  engine  and  drivetrain  op- 
tions. Honda,  for  one,  says  it  may  not 
offer  a  V-6  engine  as  an  option  vs.  the 
standard  four  on  its  revamped  Accord 
next  year  (page  86).  Some  models,  such 
as  a  1993  successor  to  Nissan's  Sentra, 
may  debut  later  than  expected.  And 
sticker  prices  on  Japanese  models  may 
rise  faster — they're  already  up  an  aver- 
age 2.17'  in  the  U.S.  for  1993,  twice 
1  )etroit's  increase.  Japan's  market  share 
could  fall  if  these  trends  keep  up. 
"We've  got  to  keep  worrying  about  Ja- 
pan," says  a  top  Big  Three  executive, 
"but  there's  a  difference  between  being 
worried  and  being  scared  to  death." 

For  the  Big  Three,  there's  also  irony 
in  Japan's  new  tack. 
Steps  such  as  stretching 
out  product  cycles  will 
move  the  Japanese  clos- 
er to  Detroit's  way  of  do- 
ing things.  And  if  the 
Japanese  misstep,  they 
could  replicate  some  of 
Detroit's  more  egregious 
errors.  Too  much  stan- 
dardization, for  example, 
helped  hobble  General 
Motors  Corp.  in  the 
1980s,  when  it  turned  out 
lookalike  models  that 
turned  off  consumers. 
Some  analysts  believe 
Mazda  has  contracted  a 
similar  malady  in  Japan, 
where  six  of  its  models 
are  essentially  the  same 
car  with  relatively  minor 
body  variations. 
GIDDY  MODELS.  Western 
rivals  also  worry,  howev- 
er, that  Japan's  carmak- 
ers could  roar  back  by 
the  mid-1990s.  "They 
have  always  come  out  of 
[difficulties]  a  little  bet- 
ter, a  little  stronger," 
notes  Philip  E.  Benton 
Jr.,  Ford's  president. 
"We're  expecting  that 
again."  Nissan,  for  one,  is  looking  for  a 
307f  productivity  gain  over  three  years. 
The  companies  still  export  nearly  half 
the  13  million  vehicles  they  produce  an- 
nually in  Japan,  but  that's  changing  as 
production  and  research  are  shifted  off- 
shore to  ease  trade  friction.  Toyota  is 
doubling  capacity  at  its  Georgetown 
(Ky.)  plant,  to  400,000  vehicles  annually, 
and  Honda  and  Toyota  are  adding  pro- 
duction in  Britain.  Much  of  the  stream- 
lining at  home  can  be  applied  to  these 
plants. 

At  the  moment,  a  major  problem  com- 
plicates all  this:  overinvestment  in  fac- 
tories in  Japan.  Collectively,  the  compa- 
nies poured  $34  billion  into  capital 


spending,  much  of  it  in  Japan,  in  the 
three  years  that  ended  in  March,  1992 
(chart).  With  social  pressures  building 
for  an  improved  Japanese  lifestyle  and 
the  government  calling  for  shorter  work- 
weeks, the  companies  figured  they  had 
to  boost  automation  to  keep  factories 
humming.  For  instance,  the  18?^  reduc- 
tion in  work  hours  the  government  is 
demanding  from  1990  to  1994  is  equal  to 
a  723,500-unit  annual  cut  in  production 
at  Toyota.  But  with  local  car  sales  off 
127(  since  the  1990  peak  of  5.1  million 
units,,  it  may  take  years  to  bring  plants 
such  as  Hofu  up  to  full  capacity. 

Billions  more  may  have  been  wasted 
on  giddy  new  models  and  features,  main- 


A  TUNEUP,  JAPANESE-STYLE 


Political  resistan 
overseas,  satur 
Japanese  car  m 


Long-term  labor 
shortage  plus 
demands  in  Jap 
for  shorter  wor 
hours 


SOLUTION 


Slash  model  and  feature 
variations 

Keep  some  models  on  the 
market  longer 
Restructure  management 
to  reduce  duplication 

Encourage  suppliers  to 
produce  for  competitors 
Teach  suppliers  cost- 
cutting  methods 


Raise  prices  in  the  U.S.  and 
Europe 


Build  foreign  factories  and 
R&D  centers 
More  tie-ups  and  joint 
projects  with  U.S.  and 
European  companies. 


Use  more  older,  foreign,  and 
female  workers 
Design  cars  with  more 
common  parts  so  they're 
easier  to  build 


ly  for  the  Japanese  market.  Often,  there 
was  too  little  regard  for  assessing  mar- 
ket prospects  or  costs.  One  result  is  the 
proliferation  of  options  on  models  such 
as  Nissan's  Laurel,  sold  only  in  Japan. 
Aficionados  can  choose  from  87  different 
steering-wheel  sizes,  colors,  and  other 
variations.  "We  thought  customers 
wanted  more  choices,"  laments  Hideaki 
Miyahara,  a  Toyota  product  manager. 
But  it  turns  out  that  807  of  sales  come 
from  207'  of  the  combinations. 

The  streamlining  that  has  followed  is 
Japanese-style.  In  the  place  of  U.  S. 
slash-and-burn  plant  closings  and  lay- 
offs, the  Japanese  hope  that  thousands 
of  small  changes  will  add  up  to  big  sav- 


TRIES 
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iLg>.  Tnc  :'irs:  ir.ajrir  order  oi  Lousiness  is 
to  reduce  variations  in  product  offer- 
ings, starting  this  year.  Even  No.  1 
Toyota,  which  is  weatheiing  the  down- 
rum  well,  aims  to  cut  color  and  option 
combinations  by  20^f.  In  Japan,  for  in- 
stance, its  Cami-y  "V'ista  is  now  offered  in 
only  &4  combinations,  down  fi-om  S4  last 
year.  Steering-wheel  choices  on  next 
year's  Nissan  Laurel  wiW  drop  from  87 
to  just  10.  The  changes  are  also  hitting 
some  models  sold  overseas.  Starting  this 
year.  Mazda's  RX-7  sports  car  has  only 
one  engine  choice,  not  two. 

Even  gi-eater  gains  are  expected  from 
wider  use  of  common  components,  which 
cuts  design  time  and  expense.  At  Honda. 
30'^  of  the  parts  in  the  1992  Civic  came 
from  the  pre\ious  model,  up  from  10""= 


before.  Miire  parts  arc-  bc-ing  snared 
among  different  models,  too.  Take  Hon- 
da's new  Domani.  a  souped-up  Ci\ic  for 
the  Japanese  market.  Its  body  is  new. 
but  60^f  of  its  value  comes  from  existing 
parts  such  as  the  chassis,  gearbox,  and 
instrument-panel  innards. 
SAVINGS  SCALPEL.  Using  a  technique 
called  "value  analysis."  a  way  of  eking 
out  savings  in  models  already  being  pro- 
duced. Japanese  companies  are  also  tak- 
ing penny-pinching  to  a  new  plane.  Here 
are  a  few  examples  from  Toyota  chief 
engineer  Kiyokazu  Seo.  Hook  up  tail 
lights  with  one  connector  instead  of  two: 
sa\ings,  42c.  'Make  a  smaller  plastic  clip 
to  anchor  the  body's  weatherstripping:  a 
S1.05  savings.  Instead  of  coating  the 
car's  entire  underside  with  a  sealing 


compound,  seal  only  where  needed 
huge  S2  sa\ings.  despite  the  extra  ro 
required.  Toyota  says  such  chanj 
won't  hurt  qualitj-;  before,  it  says,  it 
r.iore  than  was  necessar\\ 
Japan's  otlier  mantra  these  days 
value  engineering" — taking  a  scalpei 
waste  at  the  design  stage.  It's  an 
technique  for  eking  out  dozens  of  t 
gains  that  Japanese  companies  ai^e  us 
with  renewed  \igor.  Toyota,  for  exs 
pie.  has  started  injecting  rubber  into 
brake  boosters,  the  hydi-aulic  cylin 
that  a  brake  pedal  actuates,  rather  tl 
inserting  two  pieces  of  rubber.  Res 
Subassembly  time  is  down  by  1  mint 
Toyota  now  even  cuts  sheet  metal 
stamping  to  the  centimeter,  i-ather  tJ 
ea\ing  a  tiny  margin  for  trimming  la' 
Production  lines  are  also  being  sira 
lied.  Nissan,  for  example,  says  it 
proved  producti\it\"  a  targeted  10% 
1993  models,  mainly  through  seemin 
mundane  changes.  Bolts  on  the  eng 
mounts,  gas  tank,  and  radio  that  wc 
ers  used  to  rv\ist  on  from  below  are  r 
tightened  from  above.  Panels  ; 
marked  to  show  where  brake  tubes  ; 
fuel  hoses  should  be  anached.  J 
hooks  now  hold  a  car's  air  blower.  h< 
er.  and  sun  \isor  so  a  worker  can  att 
them  with  only  one  hand. 

In  some  cases,  the  lessons  the  Js 
nese  are  learning  will  soimd  famihai 
Detroit.  For  instance.  Tadaaki  Jaga' 
Toyota's  director  of  production  cont 
says  the  company's  new  line  at  K>"us 
a  southern  island  of  Japan,  won't 
some  of  the  highest-tech  gear  Toy 
has  experimented  with.  A  S1.6  mil 
automatic  power-train  inserter  won't 
installed  because  it's  too  expensive 
■*  what  it  do 
Also  due  to 
dropped:  two 
the  four  rot 


iffixiny  wheels,  and  drivei'less  elec- 
parts-delivery  carts  that  play  tinny 
lical  music  to  warn  worl\ers  they're 
ng. 

ke  GM,  Toyota,  it  seems,  has  learned 
"too  much  automation  can  back- 
"  Jagawa  says.  "If  it's  too  compli- 
j,  workers  are  intimidated."  More- 
,  he  adds,  even  a  flexible  automated 
em  often  can't  beat  real  people,  who 
inually  improve  quality  with  sugges- 
■ ;.  GM  made  a  similar  discovery  after 
ding  some  $80  billion  on  automation 
'ng  the  1980s.  One  big  difference: 
)ta  carefully  proves  out  new  technol- 
before  using  it  widely, 
lere  are  also  similarities  in  the  orga- 
tional  changes  being  made  in  Japan 
Detroit.  Take  Toyota  and  GM.  In 
)ber,  when  Tatsuro  Toyoda  took  over 
Toyota's  president,  he  divided  the 
pany  into  new  departments  based  on 
cle  type:   front-wheel  drive,  rear- 
el  drive,  and  four-wheel  drive.  Be- 
the  shakeup,  pride  and  the  seniority 
competing  team  leaders  sometimes 
;  the  best  ideas  from  prevailing, 
lically,  GM  just  chose  a  similar  struc- 
•  for  its  domestic  auto  operation, 
nd  Chrysler  Corp.  had  best  keep  an 
on  Honda.  Chrysler  reorganized  its 
re  company  in  1989  around  Honda- 
e  product  development  teams  to 
3d  up  its  development  cycle.  While 
move  is  working  so  far  for  Chrysler-, 
ida  is  now  reining  in  the  once  all- 
'erful  project  leaders  who  have  typi- 
Y  shepherded  its  new  models  from 
jeption  to  marketing.  Kawamoto  re- 
anized  Honda  and  assigned  Shinya 
.kura,  a  top  executive,  to  coordinate 
)ng  project  leaders.  Adding  such  a 
;r  of  management  breaks  all  tenets 
ean  production,  but  Honda  figured  it 
no  choice.  "Engineers  had  too  much 
;dom,"  Iwakura  says. 
.  special  concern  for  the  Japanese  is 
ntaining  the  health  of  their  financial- 
itrapped  suppliers.  That's  crucial  be- 
se  Japanese  carmakers  contract  out 
'  of  their  parts  production  to  200  to 
first-tier  suppliers  in  a  loosely  knit 
retsu,  or  family  of  interdependent 
ipanies,  and  they  in  turn  buy  parts 
n  subcontractors.  Yet  these  days, 
n  loyal  suppliers  like  Yuji  Shimizu, 
the  fifth-generation  president  of  Shi- 
u  Industries,  a  family-owned  compa- 
west  of  Tokyo,  say  they  now  resist 
companies'  demands  for  price  cuts. 
)se  who  don't  risk  red  ink  or  even 
kruptcy. 

'he  auto  makers  are  taking  pains  to 
p  key  suppliers  viable.  As  GM  does  in 
U.  S.  and  Europe,  Toyota  and  others 
iatch  teams  of  engineers  to  help 
aamline  parts  makers'  production 
'S.  They  also  encourage  the  highest 
■  of  companies  to  branch  out.  Nissan 
its  each  supplier  to  get  W/<  of  its 


sales  outside  its  keiretsii — twice  as 
much  as  before.  Auto  makers  want  as 
many  ties  as  possible  to  suppliers  with 
the  best  prices  and  technology. 

At  the  lowest  end  of  the  supply 
chain — the  thousands  of  tiny  family-run 
machine  shops  that  are  the  shock  ab- 
sorbers of  Japan's  economy — quality  is 
starting  to  suffer.  President  Takeshi 
Tanuma  of  Japan  Electronic  Control  Sys- 
tems, a  controller  and  sensor  maker 
near  Tokyo,  is  monitoring  7  of  his  130 
small  suppliers  because  their  quality  is 
suspect — something  he  has  never  resort- 
ed to  before.  He  even  added  a  final 
inspector  at  one,  violating  the  spirit  of 
lean  production  and  boosting  costs  27". 
"If  it  happened  to  every  supplier,  it 
would  wipe  out  my  [profits,"  Tanuma 
grimaces. 

In  the  longer  term,  Jaiianese  auto 


contrast  with  a  typical  plant's  first-year 
turnover  of  257'. 

Where  will  all  this  change  lead?  No 
matter  how  much  Japan's  car  companies 
slash  costs,  they're  likely  to  hurt  finan- 
cially for  a  couple  of  more  years.  Even 
Toyota,  with  427"  of  Japan's  car  market, 
has  suffered  a  two-thirds  decline  in  oper- 
ating margins  over  two  years — to  2.17 
for  the  fiscal  year  ended  last  June.  Ri- 
vals such  as  Nissan  and  No.  4  Mazda  are 
genuinely  squeezed.  Nissan  is  expected 
to  post  a  pretax  loss  of  $120  million  for 
the  year  ending  next  March,  on  sales  of 
$32.4  billion — its  first  such  shortfall 
since  .  1946.  On  average,  figures  Koji 
Endo,  an  analyst  in  Tokyo  with  S.  G. 
Warburg  Securities  (Japan)  Inc.,  auto 
companies'  operating  margins  have  fall- 
en to  a  measly  0.9'',  the  lowest  level  in 
half  a  centurv. 


makers  have  anc.ither  worry:  Where  are 
they  going  to  find  enough  workers?  The 
country's  population  is  dropping,  more 
young  workers  are  shunning  manual  la- 
bor, and  the  government's  drive  to  im- 
prove the  quality  of  life  is  forcing  a 
reduction  in  the  hours  that  people 
work — all  of  which  will  worsen  a  chronic 
labor  shortage. 

GOOD  BET.  To  keep  current  employees 
happy,  the  companies  are  not  only  par- 
ing hours  but  investing  in  amenities 
such  as  jazzier  work  uniforms  and  clean- 
er dormitories  and  better  cafeteria  food 
for  employees  and  their  families  who 
live  in  company  housing.  On  the  newest 
production  lines,  individual  dollies  adjust 
a  car's  height  at  each  workstation  so  an 
assembler  doesn't  have  to  bend  over. 
There's  evidence  that  such  measures 
help  reduce  turnover.  In  its  first  year, 
no  one  quit  Toyota's  high-tech  Tahara 
No.  4  line,  190  miles  west  of  Tokyo,  in 


Given  their  past  performance,  howev- 
er, it  probably  won't  pay  to  bet  against 
Japan's  major  auto  makers  for  long.  Re- 
search by  a  Harvard  University  team 
that  surveyed  29  development  projects 
for  vehicles  that  hit  the  market  between 
1983  and  1987  found  that  Japanese  com- 
panies develop  a  car  in  1.7  million  engi- 
neering hours  over  just  46  months — vs. 
3  million  engineering  hours  and  60 
months  for  their  Western  counterparts. 
And  the  companies  have  gotten  more 
efficient.  For  instance,  when  Chrysler 
took  apart  Honda's  new  Civic,  which 
was  revamped  for  the  1992  model  year, 
it  figured  that  the  new  model  cost  $700 
less  to  build  than  the  previous  one. 
That's  a  boon  for  Honda,  considering 
that  the  Civic  sells  for  an  average  of 
$11,000,  some  $1,000  or  so  more  than  the 
previous  version  did. 

Chrysler  and  one  or  two  European 
companies  seem  to  be  narrowing  the  gap 
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As  thry  say,  it's  all  in  the  genes.  Iiitrodueiiig  the 
.'I'hinkF^ad'"  from  IBM. The  slickest,  sleekest  little 
number  that  ever  erunehed  one.  A  mere  seven-and- 
a-half  pounds  of  brains  and  beauty  that  begs  you  to 
take  it  anywhere.  And  once  you  own  one,  lliat's  exactly 
what  you'll  do. 


ill  lilts  III  only  11.7."- 


Introdiicing 


ThinkPad 

The  top-of-the-line  rhinkPad  700C  sports  a 
screaming  486  SLC™  25  MHz  processor  But  its  built  for 
comfort  too.  There's  a  surprisingly  roomy  interior, 
with  a  full-size,  ergonomicallv  designed  keyboard.  And 
a  screen  that  literallv  bends  over  backwards. 

Strategically  placed  on  the  keyboard  is  a  little  red 
spot  called  theTrackPoint  11."  It  does  what  a  mouse  would 
do  with  a  few  million  more  years  of  evolution.  Nothing 
dangles;  it's  part  of  the  soul  of  the  machine.  You  can 
operate  it  with  one  fingertip.  And  it  lets  you  think  on 
any  terrain,  even  one  yvithout  any  flat  surfaces. 

The  ThinkPad's  screen  is  a  thing  of  almost  aching 
beauty.  Its  640  x  480  VGA  resolution  is  sharper  than 
that  of  many  desktop  computers.  It  displays  256  colors. 
And  it's  the  biggest  screen  on  any  notebook.  So  it's  very 
easy  on  the  eyes. 

The  ThinkPad  comes  standard  yvith  things  some 
other  notebooks  don't  ev(Mi  offer  as  options.  Like  4MB 


"Depending  on  usage  and  configuration  "MSRP  Dealer  prices  may  vary  tWarranty 
information  available  from  the  Personal  Systems  HelpCenter  or  an  IBM  auttiorized  dealer 
700T  warranty  is  available  in  USA  and  Canada  only  tt  In  Canada,  call  1  800  465-7999 
IBM  IS  a  registered  trademark  and  ThinkPad,  HelpWare,  HelpCenter,  SLC  andTrackPoint  II 
are  trademarks  of  International  Business  Machines  Corporation  PRODIGY  is  a  registered 
trademark  of  Prodigy  Services  Company  'ci  1992  IBM  Corp 


If  256  colors 
and 

razor-sharp 
resolution  can't 
get  your  motor 
running,  yi 

need  a  nev 


I2j  (Xitliiier  -  Proposed  Markets 
File  Edit  Search  Opiiaris  Help 

Fteasons  To  Buy  ThinkPad 
-TrackPoint  II 
-TFT  Color  Disptay 

-  IBM  486  SLC  Processor 

-  Removable  Hard  file 

-  Expandability 
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.(lal)lc  to  16MB.  120MB  of  hard  disk 
s[K.(v.  IVr-installfd  DOS  5.0  and  ['KODIGY.  You  can 
soup  it  up  with  a  turho-charged  486SLC2  50/2S  MHz 
processor — just  otic  of  the  upgrade  |)ro<hicts  IBM 
oilers.  And  the  liard  disk  is 
nmiovahle,  so  it's  easy  to 
upgrade  and  share  your 
rhitikPad,  not  U) 
mention  the  great 
security  and  virtu- 
ally unlimited 
storage. 

ThinkPad  blows 
the  doors  oil  its 
competition  in  an 
even  more  surprising 
arena.  Price.  Any 
I  hinkPad  in  the 
line  will  give  vou  more 
for  your  money — and  for 
your  psyche — than  any  other 
notebook. 

If  you  have  questions  along  the  way, ThinkPad 
Models  700C  and  700  are  supported  by  HelpWare^ 
an  invaluable  service  package  that  includes  a  three-year 
international  warranty? 


ThinkPad 

Model  700C 

Model  700 

Processor 

486  SLC/25  MHz 

486  SLC/25  MHz 

Display 

10.4"  Active  Matrix 
256-Color  Screen 

9  5"  Monochrome  Display 
64  Grayscale  Screen 

Battery  Life* 

2-4  Hours 

3.8-75  Hours 

Weight 

76  Lbs,  witti  Battery 

6,5  Lbs,  with  Battery 

Warranty 

3  Years  (International) 

3  Years  (International) 

Price** 

$4,350 

$2,750 

For  more  information  or  an  IBM  authorized 
dealer  near  you,  call  our  Personal  Systems  HelpCenter" 
24  hours  a  day,  7  days  a  week  at  1  800  772-2227.++ 

Then  just  park  one  in  your  lap  and  see 
what  happens. 


:® 


mainframe 
a  Maserati. 


for  now.  Bui  they'll  have  to  keep  up 
with  Japan's  latest  moves  or  risk  falling 
behind  once  again.  Meanwhile.  Japanese 
companies  are  quietly  laying  the  ground- 
work for  renewed  expansion. 

They  plan  to  deal  with  overcapacity  in 
Japan  by  shutting  older  plants  and  pro- 
ducing mainly  high-sticker-price  cars 
there  for  export,  then  shifting  output  of 
lower-end  models  overseas.  As  the  big 
companies  expand  overseas,  Kume  pre- 
dicts, they  will  create  a  system  of  global 


networks,  with  regions  specializing  and 
supplying  one  another.  Engines  built  in 
Mexico,  say,  may  be  shipped  to  the  rest 
of  the  world.  Producing  worldwide  will 
help  offset  trade  frictions  and  give  the 
auto  makers  a  presence  in  each  market, 
the  better  to  adapt  products  to  local 
tastes.  They  also  see  new  markets  to 
conquer  in  Eastern  Europe,  Russia,  and, 
China,  though  protectionist  measures 
will  probably  limit  access  there.  "There 
are  still  many  people  left  in  the  world 


who  can  enjoy  cars,"  says  Toyota  Chj 
man  Shoichiro  Toyoda. 

In  short,  Japan's  auto  industry^ 
readying  itself  for  slow-  growth  but 
for  an  end  to  expansion.  And  given 
determination  with  which  the  compai 
are  moving  to  adjust  to  the  1990s 
seems  doubtful  their  current  w^oes 
keep  them  down  long. 

By  Karen  Lou  ry  Miller  in  Tokyo,  i 
David  Woodruff  in  Detroit  and  Th 
Peterson  in  Xeir  York 


HOW  HONDA  HAMMERED  OUT  ITS  NEW  ACCORD 


[  onda  Motor  Co.  set  out  to  devel- 
I  op  a  new  car  in  1985,  and  within 
months  an  uproar  ensued. 
Make  the  car  roomy  and  reliable,  de 
manded  U.  S.  sales  reps.  Make  it  sex\^ 
and  sporty,  clamored  Japanese  dealers. 
Engineers  tinkered  with  new  engines, 
and  marketers  fretted  over  diverging 
tastes.  All  the  while,  bean  counters  ad- 
vocated the  established  practice  of  sell- 
ing the  same  car  in  all  markets — a 
world  car.  Tempers  flared,  paralysis 
set  in,  and  deadlines  were  missed.  "It 
was  not  a  happy  time,"  recalls  project 
leader  Takeomi  Miyoshi. 

Amid  all  the  confusion, 
Honda  ended  up  blowing  ex- 
tra millions  on  two  half-suc- 
cessful models.  A  five-cylin- 
der car  called  the  Vigor, 
designed  for  Japanese 
tastes,  ultimately  sold  well  in 
Japan  but  not  in  the  U.  S.  A 
four-cylinder  model,  the  Ac- 
cord, wowed  U.  S.  buyers, 
becoming  America's  No.  1 
seller  for  the  past  three 
years — but  it  bombed  in  Ja- 
pan. So  as  Honda  started  on 
the  '94  Accord,  due  out  next 
fall,  it  made  a  basic  decision: 
Forget  the  world  car.  Devel- 
op variations  of  the  Accord 
for  the  U.  S.,  Europe,  and  Ja- 
pan. But  save  lots  of  money 
by  making  at  least  50'~;  of 
each  car  the  same — including  the  chas- 
sis and  transmission. 
NO  MORE  SNAFUS.  This  should  avoid 
many  of  the  last  go-round's  miscues. 
In  1986,  for  instance,  Honda's  research 
and  development  team  unveiled  a  pep- 
py, five-cylinder,  in-line  engine — and 
pushed  it  for  the  Accord.  Right  away, 
Honda's  U.  S.  staff  balked.  Lining  the 
cylinders  up  front-to-rear  cut  into  inte- 
rior space,  a  major  mistake  for  the 
U.  S.  market.  And  Honda  had  a  U.  S. 
four-cylinder-engine  factory  that  would 
be  hard  to  retool. 

There  was  a  further  dispute  over 
St',  ng:  Should  the  body  be  customized 


for  different  markets?  Honda's  consen- 
sus management,  left  over  from  its 
startup  days,  meant  nothing  happened 
unless  even,-one  agreed.  But  by  this 
time,  the  company  was  so  bureaucratic 
that  talks  went  in  circles.  Time  ran  out. 
So  Honda  settled  on  a  single  Accord, 
though  at  66  inches  wide,  a  norm  in 
Japan,  it's  2  to  4  inches  narrower  than 
rival  models.  To  use  its  new  engine, 
Honda  developed  the  Vigor. 

All  the  waffling  was  too  much  for 
Honda  President  Xobuhiko  Kawamoto. 
"The  mistake  I  won't  tolerate  again  is 
indecision,"  he  savs.  In  March,  1991,  he 


At  Honda,  U.S.-Joponese  cooperation  is  on  the  rise 


ordered  the  biggest  restructuring  in 
Honda's  histor}',  splitting  the  company 
along  product  lines  and  taking  person- 
al control  of  autos.  This  year,  he  divid- 
ed Honda's  global  auto  operations  into 
regions  to  better  address  local  tastes. 
Designers  in  the  U.  S.,  Europe,  and  Ja- 
pan could  give  their  Accords  unique 
looks,  as  long  as  they  follow'ed  two 
guidelines:  Halve  development  costs 
vs.  the  previous  model  and  make  wide 
use  of  shared  parts. 

To  make  the  work  go  more  smooth- 
ly, Honda  got  extra  U.  S.  input  early. 
Starting  in  August,  1990,  some  56  engi- 
neers from  Honda's  Marvsville  (Ohio) 


plant  came  with  their  families  to  Jap: 
for  up  to  three  years.  Their  missic 
help  design  equipment  needed  to  ma 
the  '94  Accord  in  Ohio. 

Just  sLx  months  into  development 
instead  of  last  time's  18  months 
Honda  held  a  brainstorming  sessi 
that  included  about  100  marketir 
sales,  and  design  people  from  the  U. 
and  Britain,  where  its  new-  Europe 
factorj-  just  opened.  Shinya  Iwakura 
top  Honda  executive,  estimates  th 
Honda's  U.  S.  contingent  contribut 
30'f  to  the  development  of  the  foi 
door  Accord,  vs.  10/'  for  the  previo 
model,  and  80%  to  the  / 
cord  station  wagon,  vs.  5( 
on  its  earlier  model. 

i RISKY  MOVE.  The  U.  S.  I 
cord  is  still  secret.  But  Iv 
kura  says  it  will  be  a  1 
shorter,  wider,  and  mo 
"luxurious  feeling"  than  t 
cuiTent  model.  It  w-ill  lo 
sportier,  Miyoshi  adds.  But 
w-on't  change  radically, 
fact,  Honda  may  not  offer 
V-6  engine,  since  Iwaku 
hopes  to  get  similar  pow 
from  a  new  four — plus  sa 
money  and  preserve  fi 
economy.  That's  risky:  T 
Big  Three.  Toyota,  and  Mi 
da  all  offer  a  V-6. 

Whatever  Honda  decidi 
it  has  little  room  for  ern 
The  Accord  accounts  for  half  the  co 
pany's  U.  S.  unit  sales.  And  Ford  c( 
ets  Accord's  No.  1  ranking.  Throu 
November,  359,146  Accords  had  be 
sold,  only  14,719  more  than  Ford's  Tj 
rus,  according  to  Ward's  Automoti 
Reports.  Accord's  market  share 
down  a  tad  this  year  to  4.8%,  vs.  Ts 
rus'  4.6%  and  Toyota  Camr>''s  3.4 
And  Ford  is  selling  heavily  to  ren 
car  fleets  in  hopes  of  edging  ahes 
The  question  now:  Will  Honda's  n( 
approach  produce  an  Accord  that  c 
remain  the  king  of  family  sedans"? 

By  Karen  Lowry  Miller  in  Tokyo,  ir, 
Larry  Arynstrong  in  Los  Angeles 
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Golf  and  business.  The  team  to  heat. 


The  1992  Senior  TOUR  Journal 

Issue  Date:  February  8,  1993 

Ad  Closing  Date:  December  21,  1992 


The  Business  of  the  PGA  TOUR 

Issue  Date:  May  3,  1993 

Ad  Closing  Date:  March  15,  1993 


For  the  third  year  in  a  row,  The  PGA  TOUR  and  Business  Week 
present  two  golf  special  advertising  sections.  Even  in  these  tough 
economic  times,  golfs  winning  strategy  is  paying  oft  with: 

•  Over  $200  million  in  charitable  contributions 

•  Nearly  400  hours  of  televised  PGA  TOUR  events 

•  Important  new  sponsorshi]^  agreements 

•  Increased  purse  and  retirement  funds 

No  other  sport  champions  business  like  golf  The  PGA  TOUR 
promotes  golt  with  merchandising  efforts,  corporate  tie-ins  and 
sales  promotions. 


And  no  other  magazine  offers  such  a  wide  readership  of  business  leaders  and  golf  fans. 
These  special  sections  will  reach  6.5  million*  readers  nationwide — an  audience  largely 
unduplicated  by  leadmg  golf  publications. 

This  year's  sections  are  written  by  veteran  golf  ]ournahsts.  Their  stories  are  accompanied 
by  four-color  photographs  of  the  players,  the  courses  and  the  events. 

Don't  miss  this  chance  to  join  our  winning  team.  Appear  in  B//siness  Week's  PGA  TOUR 
special  advertising  sections. 

For  additional  information  contact: 
Larry  Kossack 
B//S!iiess  Week 
Golf  Projects  Director 
(312) 616-3306 
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GETTING  RID  OF  PAPER 
IS  JUST  THE  BEGINNING 


Going  from  forms  to  electronic  data  means  reinventing  business 


Two  years  ago,  Connecticut  Mutual 
Life  Insurance  Co.  was  drowning 
in  a  sea  of  paper.  When  one  of  its 
1.2  million  policyholders  had  a  problem, 
someone  at  the  Hartford  company  often 
had  to  call  for  a  file  that  was  stored  in  a 
warehouse  the  size  of  a  football  field. 
Vans  stuffed  with  paper  shuttled  be- 
tween the  office  and  warehouse  every 
hour.  Simple  changes  to  a  policy  "could 
take  weeks,"  says  Senior  Vice-President 
Jan  L.  Scites. 

Today,  visitors  to  Connecticut  Mutual 
might  wonder  whether  it's  still  in  the 
insurance  business.  Customer  reps  sit  at 
IBM  PCs,  where  they  call  up  all  the  neces- 
sary forms  and  correspondence — con- 
verted into  electronic  form — to  answer 
most  ques  tions.  The  upshot:  Response  to 
queries  is  down  from  five  days  to  a  few- 
hours,  20     fewer  people  are  involved, 


and  productivity  is  up  more  than  35''. 
Scites  says:  "That  has  given  us  an  enor- 
mous competitive  advantage." 

That  edge,  however,  stems  not  from 
simply  getting  rid  of  all  those  bulging 
files — no  small  feat  in  itself.  The  most 
important  benefit  of  prying  information 
off  paper  and  cramming  it  into  comput- 
ers is  getting  the  opportunity  to  rethink 
thoroughly  how  the  company  conducts 
business. 

PUBLIC  ENEMY  NO.  1 .  Consider  what  hap- 
pens when  you  get  rid  of  the  humble 
business  form.  Despite  the  flood  of  com- 
puters into  Corporate  America,  the  mul- 
tipart business  form  remains  the  staple 
of  commerce  100  years  after  its  inven- 
tion. Everything  from  your  expense  ac- 
count to  multimillion-dollar  orders  for 
equipment  continues  to  be  done  on  paper 
forms.  Moore  Corp.,  the  leading  produc- 


er, figures  that  forms  account  for  o: 
third  of  the  2.5  trillion  pages  that  U, 
business  generates  each  year.  Corpo 
tions  also  spend  SlOO  billion  process] 
forms,  Moore  estimates. 

Now,  Connecticut  Mutual,  as  well 
dozens  of  other  companies  and  gove 
ment  agencies,  has  identified  this  pa{ 
as  Public  Enemy  No.  1  in  efforts  to  re 
ganize,  streamline,  and  reengineer  c( 
operations.  Paper  forms  take  up  1 
much  room,  cost  too  much  to  proce 
and  are  difficult  for  computers  to  d- 
with.  Scanners  still  can't  accurau 
translate  handwriting  into  compui 
code,  and  rekeying  information  into  co 
puters  inevitably  leads  to  errors.  Wo 
of  all,  doing  business  on  paper  slows  1 
pace  of  the  enterprise  down  to  the  spe 
at  which  paper  makes  its  leisurely  w 
from  the  desk  of  one  paper-pusher  to  t 
next. 

So  organizations  are  trying  to  ma 
operations  function  without  such  pap 
They're  using  workflow  automation 
lay  paths  for  electronic  documents 
travel  automatically  from  desk  to  d€ 
in  a  fraction  of  the  time  it  would  ta 
them  to  move  physically.  They're  e 
ploying  "smart"  forms,  which  look  ji 
like  their  paper  analogs  but  can  cat 
errors  as  they're  being  entered  and  m 
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jn  be  able  to  route  themselves  to  the 
ht  worker. 

3ut  unclogging  the  paper  jam  in  one 
npany  is  only  part  of  the  solution, 
at's  why  companies  are  flocking  to  a 
stem  called  electronic  data  inter- 
mge  (EDI),  a  scheme  forlielping  sup- 
ers, manufacturers,  and  their  custom- 
;  exchange  communications  directly, 
Tiputer  to  computer.  Instead  of  send- 
j  off  a  paper  form  to  order  a  new 
oply  of  rubber  soles  and  waiting  days 
•  the  paperwork  to  kick  in,  the  shoe 
inufacturer's  computer  will  automati- 
ly  enter  the  order  in  the  sole  maker's 
■nputer,  which  will  simultaneous- 
alert  the  warehouse,  the  fac- 
■y,  the  accounting  department, 
3  billing  department,  and  the 
ipping  department. 
This  paperless  process  really 
ys  off  when  it's  applied  to  as 
iny  transactions  as  possible, 
ineral  Electric  Co.,  for  example, 
ys  it's  halfway  to  its  goal  of  han- 
ng  80%  of  its  business  transac- 
ins  by  direct  EDl  links.  So  far, 
;'s  system  involves  2,500  trading 
rtners  and  has  eliminated  almost 
million  business  forms  a  year — 
5t  at  the  GE  end.  Eventually,  it 
11  save  "tens  of  millions  of  dol- 
rs,"  predicts  Ed  Malcolm,  ge's 
mager  of  EDI  services. 
Indeed,  after  several  years'  ges- 
tion,  EDI  use  has  reached  critical 
ass.  Some  37,000  U.  S.  companies 
e  now  actively  involved,  up  from 
st  2,000  in  1987,  and  twice  that  number 
ould  take  part  next  year.  Even  now, 
ai-Mart  Stores  Inc.  and  General  Mo- 
rs Corp.  prefer  not  to  do  business  with 
ippliers  on  paper.  They  must  use  EDI  to 
ceive  orders  and  respond  electronical- 
.  All  that  requires,  though,  is  a  PC,  a 
odem,  and  some  EDI  software  from 
ich  companies  as  TSI  International  or 
M.  For  Wal-Mart,  the  tighter  link  is 
ucial  to  its  strategy  of  avoiding  inven- 
ry  buildup  and  price  markdowns. 
CKLED  TAXMAN.  Royal  Bank  of  Cana- 
i,  meanwhile,  is  working  to  make 
1  1,600  of  its  branches — North 
merica's  largest  network — virtu- 
ly  100%  free  of  paper  forms, 
ley've  already  been  largely  elimi- 
ited  from  tasks  such  as  opening 
:counts  and  applying  for  loans, 
fficers  can  call  up  a  customer's 
edit  history  on  their  desktop 
mputers  and  approve  some  loans 
^ht  on  the  spot.  That  was  impos- 
ble  when  the  information  was 
eked  away  in  file  drawers. 
The   U.  S.    government,  the 
orld's  top  paperwork  factory,  has 
'en  bigger  plans.  The  Pentagon's 
:ven-year-old  computer-aided  ac- 
lisition  and  logistics  support 
ALS)  initiative  aims  to  scrap  paper 


in  favor  of  electronic  media  for  complex 
weapons  systems.  A  jet  fighter's  service 
manual,  running  to  thousands  of  pages, 
could  go  on  a  compact  disk,  for  instance. 
The  National  Security  Industrial  Assn., 
a  trade  group  of  defense  contractors, 
reckons  GALS  could  cut  the  time  for  de- 
veloping a  weapon  by  40%.  EDI  also  will 
help  the  military  shop  for  the  50,000 
items  worth  $25,000  or  less  that  it  buys 
each  day. 

The  Internal  Revenue  Service,  which 
now  processes  1.7  billion  pieces  of  paper 
annually,  has  launched  an  $8  billion  pro- 
gram to  go  nearly  paperless  by  decade's 


end.  Among  other  goals,  the  IRS  aims  to 
receive  100  million  tax  returns  electroni- 
cally, up  from  just  11  million  this  year. 
The  benefits:  cutting  return-processing 
time  from  six  weeks  to  two  weeks  and 
making  old  returns  available  instantly  to 
taxpayers.  Today,  such  returns  can  take 
10  weeks  to  find. 

Just  eliminating  paper  doesn't  neces- 
sarily make  for  better  productivity.  "If 
you  simply  electronically  replicate  this 
[paper]  factory,  you  haven't  accom- 
plished anything,"  says  Robert  Janson, 


THE  PACESETTERS 


speeding  up  business  by  getting  rid  of  paper  forms 

CONNECTICUT  Stores  customer  records  on  opti- 

MUTUAL  LIFE  col  disk  for  instant  access  by 

multiple  workers 

GENERAL  Halfway  to  goal  of  moving  80  % 

ELECTRIC  of  transactions  with  suppliers  to 

electronic  data  interchange  (EDI) 


INTERNAL  REVENUE 
SERVICE 


By  2000,  wants  to  see  100  mil 
lion  tax  returns  filed  electronical 
ly  each  year 


ROYAL  BANK  OF 
CANADA 


Striving  to  eliminate  paper  forms 
in  all  1,600  of  its  branches 


president  of  Roy  Walters  &  Associates, 
a  consultant  in  Mahwah,  N.  J.  But  if  you 
scrap  the  cumbersome  procedures  that 
have  grown  up  around  paper  forms,  you 
can  make  big  gains  in  productivity  and 
competitiveness. 

rORMLESS  VOID.  That's  what  happened 
at  Sears,  Roebuck  &  Co.'s  Discover  Card 
unit.  To  sign  up  a  new  merchant,  it  used 
to  take  six  forms  and  an  average  of  14 
days  to  process.  But  today,  portable 
computers  capture  the  same  information 
just  once,  ancl  a  central  mainframe  helps 
a  team  of  workers  complete  the  approval 
cycle  in  just  one  day. 

Of  course,  as  more  paper  disin- 
tegrates into  electronic  bits,  the  $8 
billion  business-form  industry  is  in 
for  wrenching  change.  "A  lot  of 
business  forms  are  going  to  disap- 
{jear,"  fears  John  K.  Darragh, 
president  of  Standard  Register 
Co.,  the  No.  2  player.  And  as  they 
do,  Darragh  figures,  the  industry 
may  shrink  to  $6  billion  or  $7  bil- 
lion in  10  years.  The  biggest  form 
maker,  $2.5  billion  Moore  Corp.  in 
Toronto,  is  already  feeling  the  ef- 
fects. Its  1991  earnings  of  $88  mil- 
lion were  off  56%t  from  its  1989 
record,  partly  because  of  the  reces- 
sion. And  in  the  first  nine  months 
of  1992,  its  earnings  were  down 
M0%  from  a  year  earlier.  "The 
forms  business  is  mature,"  says 
John  R.  Anderluh,  president  of 
Moore  North  America. 
So  Moore  and  its  competitors 
are  gearing  up  for  their  own  electronic 
futures.  They're  beginning  to  sell  elec- 
tronic-forms software,  and  after  decades 
of  designing  forms  for  customers,  they 
figure  that  they  understand  how  corpo- 
rations use  information.  So  they  want  to 
become  information  consultants.  Unfor- 
tunately, that  would  mean  competing 
head-on  with  such  industry  giants  as 
Electronic  Data  Systems,  IBM,  and  An- 
dersen Consulting. 

Clearly,  computers  aren't  about  to 
push  paper  completely  out  of  the  office 
overnight.  Many  hurdles  remain. 
Back  in  1985,  for  example,  the 
Automotive  Industry  Action  Group 
predicted  that,  by  stemming  the 
paper  flow  between  auto  makers 
and  their  parts  suppliers,  the  aver- 
age car's  production  cost  would  go 
down  $200  by  1988.  No  such  sav- 
ings ever  occurred,  though,  be- 
cause carmakers  couldn't  agree  on 
how  to  format  EDI  messages.  Even 
today,  G.M  and  Ford  Motor  Co. 
haven't  agreed  on  internal  EDI 
plans.  And  both,  you  can  be  sure, 
still  have  more  paper  than  they 
would  like.  But  soon,  they  say, 
they'll  have  less. 

By    William    C.    Symonds  in 
Toronto,  with  bureau  reports 
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Presentation  Equipment 


$72 


The  most  advanced  pen  sized 

Laser  Pointer      incredible  Low  Price 

INFINITER       ^  / )  Rl.p« 

Don  t  Lose  Their  Attention! 

Bright  red  laser  dot  lets  your  audience  focus  ^^.^Z^^o^l' 
on  your  topic  and  lets  you  direct  the  presentation 
31  mS    ide.'ii  loi  seminars  classrooms  and  all  presenlalions 


CALL  800-854-66861 


Office  Supplies/Equipment 


Business  Card  Punch 

Millions  have  discovered  the  best  way  to  organize 
business  cards  Punch  them  to  make  them  work 
like  Rolodext  cards!  No  more  tnmming,  taping 
or  retyping  cards  You  can  find  the  Merrick  Punch 
in  stores  such  as  Offce  Depot,  Walmarl,  BizMarl, 
Staples,  Inc  and  6,000  others  Also,  it  makes  an 
ideal  business  gift  with  your  company  logo  impnnt 
To  order  a  free  information  kit  mail  or  FAX  us  your 
business  card  Cost  in  quantity  SI -S2  each 

FAX  408f7394351 


Health/Fitness 


Bring  the  World's 
Best  Aerobic  Exerciser 
Into  Your  Home. 


Nbfclii. Track"  aoss-tounlry  ski 
machine  duplicates  cro.ss-c'ouiiti^ 
skiing,  which  medical  and  fitness 
expei1.s  agree  is  ihe  Ix'st  lotiii  (4 
aerolite  exercise  avdilable,  it 
prr  A  ides  t()tal-lK)dy  aerobic  exercise 
and  its  sate  ami  non-jarring  motion 
eliniinales  nsk  ot  injiiiA 

30-d(i\  in-home  trial! 

j^ordscfrack 

".indcK  priced  liiini  $299"  In  $  .299" 

FREE  MDF.O  and  Brochure 

1-800-328-5888;;,;,.. 


Healtfi/Fitness 


Executive  BackChair 


Enninecrctl  for 
ciLstomized  orthopedic 
supp»irt  to  pi^vent  and 
relieve  back  pain. 

•ForAvard-lill 

tcaturc  ,  —jssi^^—  j 

.,\d|usiablc       V  " 
ncd  rest  --^ 

•  Huilt-in  ad|iMaiik' 
lumbar  support 

Tn  III  ludindiuih  frum  s'j"" ;(/)  In  (->'() 


BackSaver  cau  1-800-251-2225 

  fax  24  hr>.  1-800-44.V9609 

53  Jeffrey  .\ve..  BVtX.  HoUislon.  M.A  01746 


EXERCISE  EQUIPMENT  SPECIALISTS 


The  besl-^tnovvn  equipment  is  not  always  the 
best  equipment  Learn  from  our  experience 
and  save  money  on  indoor  bikes,  rowers, 
steppers,  treadmills,  home  gyms,  skiers  & 
morel  Call  forcatalog  ($4, applies  to  purchasel 
otanalysesand  comparisons.  Items  from  $25°° 
to  $5000'°,  IB:MiEM:gM'I:] 
FOUR  SEASONS  FITNESS.  INC. 
214  W.  Franklin  Street 
Chapel  Hill.  NC  27516 


NFTW  YORK  BARBELLS 
P.O  Boi  3473.EImlni 
m  14&O5-0473 
1  800  446-  1833 
CALL  FOR  FREE 
FULL  LINE  CATALOG 


BA200  s  a  axDfAete 
u»p^u  t^tirm  loot  Biat 
unrta  aS  mt^cr  muaclf 
gnxifx  Gfvut  for 

by  Pn^i?ss»or^  Bntiy 


Computer  Software 


How  to  Save 
Up  to  7%  of  Your  Payroll! 
TIMECLOCK  PLUS 

•  Time 

•  Attendance 

•  Scheduling  Software 

Call  for  free  information 
800-749-8463 


Franchising 


r 


Exclusive  territories 

available  in  select 
markets  throughout 
the  U.S. 

OUNKIN' 
OONUTS' 

1-800-543-5400. 

Rated  "ffi  top  franchise  for 
1992"  by  Entrepreneur 
Magazine 

•  I  xl1uvi\  itv  IV  limited 
( )ttcr  made  b\  pnivpCLius  onI\ 


Recycling  is  HOT! 

Nationwide  mobile, 
on  site  Fluid  recycling 
opportunities  now 
available  featuring 

Prestone 

RecyclingFormulas. 

^  AMERICAN 
FLUID 

TECHNOLOGY 

Approx  Investment:  $185K 

For  Franchise  Information 
1  800-334-4AFT 


Business  Opportunities 


PERSONALIZED  CHILDREN'S  BOOKS 


Turn  a  small  inveslmeni  into  that 
profitable  full  or  part  lime  business  you 
have  always  dreamed  about! 

An  excellent  home  operated  business' 
Books  sell  last  m  stores'  At  lairs'  Parties' 
Ivlalls'  Or  ma'l  order  anywhiere  Itiere  are 
people  Its  easy  to  make  $4000  lo  $8000 
per  monih  making  and  selling  our  excil- 
ing  line  ot  personalized  books  (lor  chil- 
dren &  grown-ups)  Personalized  audio 
tapes  and  slalionery  available  also 

CALL  TODAY!  (214)  248-9100 

OS  K  ENTERPRISES.  INC. 

3216  Commander  Drive,  Suite  101 

Dept  21 

Carrollton.  Texas  75006  


REPAIR  CRACKED  WINDSHIELDS 


Earn  $90,000  Yearly  Repainng 

-  not  replacing  - 
Large  Cracks  in  Windshields 
CALL  1-800-826-8523 

or  write  The  Glass  Mechanix  Inc, 
531 3  Nob  Hill  Rd,  •  Sunrise,  FL  33351 


Career  Opportunities 


Unemployed?  Career  Mov 


Affordable,  most  accurate,  strale; 
labels/lists  of  search  firms 
companies  specialized  by  industi 
field  and  location,  GUARANTEED 
For  free  report,  call  1-800-448-30E 

or  send  resume  to: 
Intelligence  Marketing  Servici 
107  E.  Vallette  •  Suite  1330 
Elmhurst,  IL  60126 


Management  Seminars 
MEMORY  POWER 

Discover  Ihe  secrets  for 
developing  an  excellent  memory! 
One  hour  video  and  48  pg  book  -  S29.9 
plus  S3,00  p+h.  Visa.  f^C,  Amex 

800-468-2058 
Free  Brochures! 
Bornstein  Memory  School 

11693  San  VIcenle  Bl.  Los  Angeles.  CA900 


Education/Instruction 

RESEARCH  REPORTS 

19,850  academic  topics  available 
Send  $2  00  tor  the  290-page  catalog 
Custom-written  reports  also  available 
RESEARCH  ASSISTANCE 
11332  Idaho  Ave  ,  #206BF, 
Los  Angeles,  CA  90025 
Toll  Free  Hotline:  800-351-0222 
(California  310-477-8226) 


COLLEGE  DEGREE 

BACHELORS  •  MASTERS  •  DOCTORAT 

For  Work,  Life  and  Acaden 
Experience  •  No  Classroo 
Attendance  Required 


Call  (800)  423-3244 

or  send  detailed  resume 
for  Free  Evaluation 

t*acific  Western  L'niversitj 

600  N  SepulveOa  Blvd  Dept  170 
Los  Angeles,  CA  90049  USA 


FREE  VIDEO 


EXTERNAL  DEGREES 

BA/BS  MS/IVIBA  PhD/JD 
Credit  lor  work  /life  exp  •  Accredite 
(800)  444-8569  (24  hrs.) 

LaSalle  University 

Dept.  569  Mandeville.  LA  7047C-40( 


MBA  Degrees 

through  home  study  in  Marketir 
Management,  Human  Resource 
Health  Care  Admmistration,  lnt( 
national  Business,  Save  lime,  effi 
and  money  for  AA.  BBA  &  IVIB 
Get  the  facts  and  see  for  yourse 
Call  (800)  477-2254.  Southe 
California  University,  202  Fashi' 
Lane-BW,  Tustin  CA  92680 


BACHELOR,  MASTER,  DOCTOR 

EAR',  A  Dt'jREE  Ui^  vour  past  experien 
■ireUi' 'riv.jid  your  degree  No  classes  serf 
or  or-(,jmpus  attendance  Studies  build 
jperience  Sell-paced  •  Send  Re: 
For  No  Cost  Evalu 

(505)  889-: 

?155.Louisiana  Blvd, 
Suite,  I 
Oe| 

'Albuquerque,  New  Mexico  87110 1 


FOR  AD  RATES 
AND  INFORMATION 
PHONE: 
(312)337-3090 
OR  WRITE: 


MARKETPLACE 
100  EAST  OHIO  STREET 
SUITE  632 
CHICAGO,  IL  60611 
FAX:  (312)  337-5633 


Investment  Services 


IG-NAME  STOCKS 
D  UNLOAD  NOW: 

new  Performance 

tings  of  all  NYSE 

cks  show  200  ex- 

mely  vulnerable 

cks  (rated  8  or  9) 

icluding  some  very 

mous  names- 

Ich  I  believe  could 

kea  bath/'  I'll  rush  MARTIN  ZWEIG 

J  the  Performance 

tings  ($45  value)  as  a  bonus  with 

jr  subscription  to  The  Zweig  Fore- 

;(.  Time  is  crucial- 
Three-Month  Trial  $55. 
One  Year  $265.  Visa  or  MC 
1-800-535-9649  Ext.  9024 

HE  ZWEIG  FORECAST 

.  Box  2900,  Wantagh,  NY  11793-0926 

Christmas  Items 


•esh  Cut  7  ft.  Christmas  Trees 

Startine  At  $59.95 
Incl.  Snipping 
UPS  Direct  To  Your  Door 
'  Money-Back  Guarantee 
'  VlSA-tvlasterCard 

NliI. imilaUf  111  CA  &  AZ  > 

1-800-433-4400 


irth  Country  Fa 

12  b.  Maple  Trj 


fCitv,  MI  4%84 


Professional  Equipment 


The  professional 
weather  station 
comes  home. 


rhanks  to  the  Weather  Wizard  II,  now  you 
:an  have  a  lully  sophisticated  weather 
monitoring  system  right  in  your  own  home. 
Weather  Wizard  II  has  all  it  takes  to  watch  the 
weather  like  the  pros.  All  tor  only  $250. 

FEATURES  INCLUDE: 

•Inside  &  Outside  Temps 
•Wind  Speed  &  Direction 
•Wind  Chili 
•Time  &  Dale 
•Alarms 


Weuher  Wr/U!) 


The  Professional 
Home  Weather  Station 

Only  $250.  Add  $50  tor  sell-emptying  ram  colleclof 
Ofdertoday;  1-800-678-3669  •  BW623H 

M-f  7am  lo5  JOpm  Paciht  TinvfM  1 -SIO*70-OS8<( 
M/C  jnrf  VISA  •  Add  15  Iw  ^hippioK  CA  lestdefili  add  lJ» 
One  yeaf  wamnN  •  KWav  mij(ip>  bdi.k  gUiJ' 

invis  Ikstinots 


A  VIDEO  for  ttie  NEW  INVESTOR 
"INTRODUCTION 
TO  MUTUAL  FUNDS" 

Order  now  from  Rider  Film 
6905  Rosewood  Avenue 
Los  Angeles,  CA  90036 
Send  check  for  $29.95  -t-Sa.OO  S/H 

(CA  res  add  8  1/4%  sales  tax) 


Business  Financing 


We  Have  The  j 
Financing  Sources 
You  Didn't  Find  I 


Over  5,000  aggressive  lenders  & 
equity  investors  on  computer  diskette. 

DalaMcrgc,  Inc. 
800-228-1372 


Free  Demo  Disk 


Sales  Promotion/Marketing 


Sales  Leads  &  Mailing  Lists 


•  10  Million  U  S  Businesses  - 

•  78  Million  Consumers/Residents 

•  or  Any  List  You  Need' 

FREE  Catalog  -  Call  (4021  331-7169  or  write 
American  Business  Lists 

PO  Box  27347  •  Dept  01-062 
Omatia  NE  68127  •  FAX  (402)  331-1505 


Art/Collectibles 


Now  you 
too  can 


own  a 
Remington  Bronze. 

First  lime  offered:  limited  edition  collection 
Solid  bronze  set  of  7  Remington  bronze 
sculptures  on  a  beveled  marble  base  30"  tall 
Certificate  of  Authenticity  Outstanding  decor  for 
office  or  home  Give  an  investment  that  will 
never  be  forgotten  Priced  at  only  $675.00  each. 
100%  money-back  guarantee  For  photographs 
and  details,  call  toll  free  1-800-955-0080. 

TCantation  ^dferies,  Inc. 
Fine  Bronzes  for  DiscniMiNAnNG  Collectors 
Telephone  (800)  955-0080  •  Fm  (305)  854-0023 
42103  Fisher  Island  Drive. 
Fisher  Island,  FL33109-1267 


Cable  TV 


CABLE  T.V.  EQUIPMENT 
Why  Pay  High  Rental  Fees? 


Replacements  for  all  models  60  day  uncon- 
ditional money  back  guarantee  Low  Prices 
Stiip  wittiin  24  hours.  SSAE  tor  free  catalog 
Visa.  lyiC.  COD  Let  our  experience  work  for 

'~  1.800-243-3967 

_     -     SKYLINE  SYSTEMS  INC. 
114  S.  Euclid  Ave. 
Parit  Ridge,  IL  60068 


CABLE  TV  DESCRAMBLERS 

CONVERTERS,  ACCESSORIES 

Name  Brands.  Lowest  Prices.  Best  Service. 
For  FREE  16-page  color  catalog  call 

CABLE  READY (800)  234-1006 
COMPANY  l"*"*! 


Wine  Cellars 


WINE  CELLARS  BY 

28  HANDMADE  V^OOD  MODELS  ♦  1 1 4  TO  3400  BOTTLES  ♦  ma'oe  in  u  s  a 


fAClORY DIRECT  TO  YOU  ""oTs^Sv?.*"" 


MODEL 

DESCRIPTION 

APPRX  CAPACITY 

440 

Upngtit 

400 

700 

Uprigtit 

600 

296 

Credenza 

280 

114 

Compaci 

1 14 

230 

Two  Doors 

230 

700FUR 

Fur  Vault 

8  to  10  Furs 

700HH 

His  and  Hers 

300  botlles  4/5  Furs 

SUGG 
RETAIL 

S2495 
2995 
2695 
1395 
1795 
2995 
3995 


Designers'  non  wood  model  60  bottle  glass  door  899 


YOUR 
COST 
S1695 
1995 
1795 
995 
1195 
1995 
2995 
659 


VinOtemp  Int'l  ♦  1 34  W  1 3 1  st  St  (PO  box  6 1 6 1  EJ  ♦  Los  Angeles.  CA  9006 1 
CALL  800/777-VINO  (777-8466)  or  213/719-9500  fax  213/719-9518 

IMMEDIATE  SHIPMENT  ON  MOST  MODELS  WE  WILL  NOT  BE  UNDERSOLD  ♦  CALL  US  FIRST 


Corporate  Gifts 


fkCORPORATE 

m  iiEs 

(150  pc.  minimum) 
Gain  recognition  from 
neckties  customized 
with  company  logo. 

Free  literature  upon  request. 

Barnard-Maine  LTD. 

P.O.  Box  275 
Castine,  ME  04421 
Outside  ME  TEL:  207.3:6-9179 

SOO-962-1526  FAX:  207-325-9080 


#      "60  NUTS 

WITH  US!" 


Fresh 

NEW  CROP  PECANS  - 
a  gift  for  every  person  on  your  list.  Packed 
in  unique  gift  containers  - 
stripping  and  gift  card  included. 
For  Free  Catalog  call  1-800-4PECANS 
P  0  Bu.        •  Slepnef^lle  T'  7W01 


The  classic  Turkisti 
fountain  pen  .  a 
true  worktiorse 


5 1 7  ^0  yfd 

Gold  plated  ruthenium  nit) 
,  .Piston  tilling  system 

SchAJL/y^        'Gold  plated  clip  and  ring 
Sf^j^ni^B       .Plexyglass  barrel  and  cap 
Check/MO/Amex  to 

Aalishan,  Inc. 
5950  Wescott  Hill.  Alexandna,  VA  22310 
Fax  orders  703/719-9127 
[Satistaction  guaranteed) 


NO  JOKE! 

Quality  Hats  imprinted 
with  your  logo  as  low  as 

$1 .55  ea 

T-Shirts  imprinted  with 
.  ^  k    your  logo  as  low  as 

'         ^  $2.95  ea 

A  Model  Tee 

1-707-745-5135 
1-800-A-TSHIRT  (CA  only) 
1410  East  3rd  St  •  Benicia.  CA  94510 


PERSONALIZED  LABEL 


CHAMPAGNE 

FULL  SIZE-LESS  THAN  $10 
SPLITS- LESS  THAN  54 

Personalized  with 
your  message  greeting 
and/or  logo  Wine 
and  non-alcoholic 
champagne  also 
available 

CALL  OR  FAX 
Private  Cellars  Ltd 

262^  NonhChase  Parkway 
Wilmingr.^n  NC  28401 

FAX  919-791-1066 


800-800-4436 


IMAGE 
BUILDERS 


PROMOTE  YOUR  BUSINESS! 

EVERYDA  YLOW  PRICES  ON. . . 


IMPRINTED 
COFFEE 
MUGS  AS 
LOW  AS 

$1.29 


IMPRINTED  SOLAR 
CALCULATORS 
AS  LOW  AS 

$2.69 


J.*  EMBROIDERED 
^WK^  CAPS  AS 

^^t^''*  LOW  AS 

$3.99 


CALL  FOR  FREE  CATALOG 

1-800-792-2277 

FAX  1-510-786-1111 
THE  CORPORATE  CHOICE 


'er^nal  Business 


EDITED  BY  JOAN  WARNER 


Books 


OH,  THE  PUCES  YOU'LL  GO: 
GIFT  BOOKS  FOR  EVERY  BUDGET 


oiiday  shoppers,  take 
heart:  In  areas  from 
art  to  Americana  to 
nature  to  nostalgia,  pubhsh- 
ers  are  out  with  tem])ting 
new  tomes— including  delight- 
ful mixed-media  offerings. 
And  this  year,  many  gift 
hooks  are  affordable,  some 
costing  less  than  $30. 

Witty  and  entertaining, 
America:  Then  c&  Now  (Har- 
perCollins/San Francisco, 
$40)  pairs  evocative  old 
photographs,  taken  over 
the  past  130  years,  with 
contemporary  shots  of  the 
same  venues.  The  scenes 
include  skylines,  assembly 
lines,  women's  gyms,  bicy- 
cle messengers,  operating 
rooms,   sporting  events, 
movie  sets,  drive-in  diners, 
and  much  more.  The  photos 
depict  not  only  the  dramat- 
ic changes  but  also  the 
stark  continuities  in  Ameri- 
can life. 

Almost  as  much  fun  is 
The  Eighties:  Images  of 
America  (HarperCollins,  $40). 
It's  a  romp,  via  750  captioned 
Ijlack-and-white  i)hotographs, 
through  the  events  and 
trends  of  the  recent  past. 
There's  Brooke  Shields  in  her 
Calvins,  van  Gogh  on  the  auc- 
tion block,  and  corjiorate  raid- 
er Saul  Steinberg  in  a  tuxedo. 
There's  also  tragedy  in  El  Sal- 
vador, Lockerbie,  and  Iran. 
Arranged  by  year,  the  book 
documents  the  decade,  almost 
Lifestyle. 

OUTSIDE  EYE.  From  Sea  to 
Sliiniiig  Sea:  A  Portrait  of 
America  (Norton,  $.50)  offers 
another  view  of  the  nation— 
by  Japanese  photojournalist 
Hiroji  Kubota.  This  rich  ac- 
count of  America's  diversity 
is  the  product  of  three  years, 
400,000  miles  of  travel  to  all 
5(»  states,  and  3,500  rolls  of 
film.  Among  'is  .scenes:  har- 
vesting maple  .  .\'rup  in  Ver- 


mont, cotton  picking  in  Missis- 
sippi, and  fly-fishing  in  Idaho. 

The  art  book  of  the  year 
is  Henri  Matisse:  A  Retrospec- 
tive (Abrams,  $75),  the  catalog 
for  the  biggest  Matisse  exhib- 
it ever  (now  at  New  York's 
Museum   of   Modern  Art). 

Boasting  more  than 


though.  The  Art  Pack  (Knopf, 
$40)  would  do  it.  This  one-of- 
a-kind  book  is  a  three-dimen- 
sional tour  of  the  art  world, 
complete  with  pop-ups,  pull- 
outs,  a  mobile,  and  an  audio- 
cassette  dis- 


400  works,  320  in 
color,  and  an  authoritative 
commentary  tracing  the  ar- 
tist's development,  this  exu- 
berant book  is  essential  for 
art  lovers,  especially  those 
who  can't  get  to  the  exhil>it. 
If  Matisse  could  be  eclipsed. 


cussing  20  great  paint- 
ings. But  it's  no  mere  art  his- 
tory. Instead,  this  feat  of  pa- 
per engineering  teaches  form, 
perspective,  composition,  col- 
or, light— the  act  of  creating. 
Words  don't  do  The  Art  Pack 
justice:  You  have  to  see  and 
feel  this  real  treat. 


In  Artists'  Homes  (Clark; 
Potter,  $40)  gives  reader; 
window  on  the  worlds  of 
contemporary  artists, 
shows  how  they  designed 
vironments  to  be  works  of 
in  themselves,  art  showcas 
retreats,  or  sources  of  inspi 
tion,  all  in  different  styl 
While  it's  no  surprise  tl 
Agnes  Martin's  adobe  ho 
is  as  pared  down  as  1 
minimalist  paintings  or  t 
Richard  Estes'  belongii 
are  as  neatly  arranged 
his  realist  works,  it's  s 
fascinating  to  see  h 
these  artists  organ 
their  living  spaces. 
SPECIAL  EFFECTS.  Geo 
Lucas:  The  Creative  . 
pulse  (Abrams,  $39. 
chronicles  a  diffen 
kind  of  imagination— t 
of  the  man  whose  na 
is  synonymous  with  r 
vie  magic.  More  tha 
iography  of  Luc 
this  book  tells  how 
created  the  dazzl 
technological  effects 
such  films  as  S 
Wars  and  the  IncliA 
Jones  series.  Fans  i 
ove  the  stills  and 
hind-the-scenes  sh( 
Just  as  Lu' 
changed  Hollywo 
two  men  deca( 
earlier  transforn 
American  musi 
theater  forev 
Rodgers  &  H( 
merstein  (Abrai 
$45)  venerates  t 
team,  whose  leg 
dary  career  took  off  in  1! 
when  the  curtain  rose 
Oklahoma!  Filled  with  an 
dotes  and  illustrated  w 
some  200  backstage  and  p 
motional  photographs,  1 
book  is  a  charming  look 
the  collaboration  that  p 
duced  such  beloved  shows 
The  King  and  I,  South  Paci 
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Flower  Drum  Song. 
though  it's  packed  with 
■rities,  there's  no  nostal- 
in    Notorious  (Little, 
/n,  $75)— famous  names 
e  art  and  entertainment 
ds  as  seen  through  the 
of  renowned  photogra- 
Herb  Ritts.  His  sly,  often 
photos  portray  his  sub- 
i  as  objects.  Sometimes 
obscure  identity  or  fo- 
on  a  single  feature,  such 
le  muscular  legs  and  tor- 
if  Jackie  Joyner-Kersee. 
eye  on  Michelle  Pfeiffer, 
[  Cruise,  Mikhail  Gorba- 
and  Stephen  Hawking, 
ng  others,  is  unique, 
eautiful  nature  photog- 
ly  is  on  view  in  several 
ks.  Seven  Underwater 
iders    of    the  World 
omasson-Grant,  $29.95) 
'els  to  places  chosen  as 
ocean's  most  magnifi- 
by  a  panel  of  marine 
.•ialists  and  normally  ac- 
ible  only  to  experienced 
irs.  Among  them:  the 
ze  Barrier  Reef  and 
thern  Red  Sea.  The  Col- 
io:  A   River  at  Risk 
istcliffe,  $50)  tours  the 
0-mile  river— the  world's 
;t  regulated,  dammed, 
overutilized— thanks  to 
ch  much  of  the  West  is 
ble.  Both  books  aim  to 
:hten  awareness  of  envi- 
Tiental  threats  to  these 
isures.  One  photo— of 
iper-to-bumper  pleasure 
ts  on  Arizona's  Lake 
'asu— does  the  trick. 
toritana:  The  Last  Best 
-e  (Falcon,  $29.50)  docu- 
its  the  picture-postcard 
lity  of  the  land,  sky, 
.ther,  people,  and  histo- 
in  a  state  that's  luring 
ly    city    dwellers  as 

vlAL  BUSINESS 


weekend  residents. 
For  sheer  beauty,  it's  hard  to 
beat  The  Sonoran  Desert  (Ab- 
rams,  $49.50),  a  look  at  flora 
and  fauna  that  tlom'ish  in  day- 
time temperatures  that  soar 
above  120F. 

INNER  JOURNEYS.  From  Alice 
to  Ocean  (Addison-Wesley, 
$50)  tells  in  text  and  photos 
how  a  27-year-old  woman  tra- 
versed Australia's  outback 
alone  on  camel.  But  the  book's 
real  draw  is  a  gimmick  that 


FASCINATING  GLIMPSES  OF 
22  CREATIVE  SPACES 


may  herald  the  future  of 
publishing:  two  interactive 
compact  disks  contain- 
ing additional  photos 
and  data.  Playable  on  an 
Apple  Macintosh  (_:d-R()M 
drive    and    a  Kodak 
PhotoCI)  player,  they  al- 
low the  reader  to  dig  for 
,  information  on,  say,  Aus- 
tralia's geology. 

Travels  in  Canoe  Coun- 
try (Little,  Brown,  $35) 
takes  a  shorter  journey— a 
canoe  and  foot  trip  through 
Minnesota's  Boundary  Wa- 
ters Canoe  Area.  It,  too, 
will  appeal  to  those  who 
would  go  where  machines  are 
forbidden.  Stunning  photos 
capture  the  unspoiled  beauty 
of  this  wilderness  area— from 
the  subdued  hues  of  morning 
mists  to  the  deep  purple  eve- 
ning shadows— while  the  text 
reflects  on  the  inner  journey 
the  solitude  fosters. 

Sports  fans  will  love  Sports 
(Collins,  $45),  which  goes  fi'om 
diamond  to  ring  to  rink  to 
court  to  links  to  catch  the 


CLASSICS  FROM  THE  STEAM 
EHICLE  TO  FORD'S  TAURUS 


HOW  WE  HAVE  CHANGED 
-AND  HOW  WE  HAVEN'T 


world's  greatest  athletes  at 
unforgettable  moments.  The 
150  oversize  photas  inctude 
Hank  Aaron  notching  his 
715th  home  run  and  Kristi 
Yamaguchi  winning  her  '92 
Olympic  gold  medal.  You've 
got  to  be  a  baseball  nut  to 
want  Baseball  Memories  (Ster- 
ling, $24.95),  with  its  small 
type  and  busy  presentation. 
But  diehards  will  pore  over 
this  guide  to  baseball  from 
1900  to  1909,  when  the  sport 
went  truly  national.  The  book 
is  an  illustrated  compendium 
of  minutiae  on  teams,  play- 
ers, officers,  owners,  manag- 
ers, uniforms,  reporters,  ball- 
park locations,  layouts,  and 
the  seasons. 

The  Sporting  Life  (Clarkson 
Potter,  $40)  details  the  tradi- 
tions behind  all  varieties  of 
fishing  and  hunting,  docu- 
menting the  look  and  style  of 
each  form  of  the  chase.  Read- 
ers tour  the  classic  old  camps, 
kennels,  and  clubs;  they  view 
the  paintings,  carvings,  orna- 
mental flies,  and  books.  They 
go  trout  fishing  in  Pennsylva- 
nia, shooting  in  Texas,  and 
visiting  America's  oldest  duck 
club.  And  there's  a  directory 
of  stores,  musemns,  schools, 
and  libraries  that  contain 
sporting  necessities,  appur- 
tenances, and  information. 
VISIONARY  VEHICLES.  Car 
enthusiasts  have  two  good 
choices.  Tops  is  The  Ameri- 
can Automobile:  A  Centena- 
ry (Smithmark,  $24.98),  a 
compilation  of  the  country's 
classic  cars  from  the  steam 
vehicle  on  up  to  the  1992 
Ford  Taurus.  It  tells  the 
history  of  the  car  in  more 
than  300  color  photos,  then 
takes  on  the  subject  of  auto 
collecting  in  the  final  chap- 
ter. Dedicated  car  buffs 
should  proceed  to  Cars  Eu- 
rope Never  Built  (Sterling, 
$30).  These  Jaguars,  Alfas, 
Ferraris,  Ghias,  and  others 
were  speculations  on  the 
automobile's  future.  They 
never  went  beyond  proto- 
tjrpe,  but  many  nonetheless 
influenced  cars  that  were 
later  produced. 

Given  all  these  hand- 
some and  instructive  selec- 
tions, it  may  just  be  that 
this  year,  the  book's  the 
thing.       Judy  Dobrzynski 
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Computers 

SMALL  WAYS 
TO  WARM  A 
TECHIE'S  HEART 


ow  do  you  stuff  a  com- 
puler  nerd's  stocking? 
You  don't  have  to 
spend  a  fortune  on  software. 
There  are  lots  of  clever,  in- 
expensive gifts  at  the  cor-ner 
computer  store,  perfect  for 
your  favorite  technoid. 

Nerds  love  making  lists,  so 
consider  a  daily  plaimer  on  a 
disk.  For  about  $50,  you  can 
get  Far  Side  or  Cathy  ver- 
sions, with  a  new  cartoon 
every  day,  or  the  spoils  edi- 
tion of  Trivial  Pursuit,  which 
keeps  a  tally  of  your  score 
throughout  the  year.  Annual 
refills  ($25)  are  available  di- 
rectly from  Amaze,  in  Kirk- 
land,"  Wash.  (800  895-1546). 

Screen  savers  are  even 
more  entertaining.  Today's 
computers  don't  need  theiu  to 
l)revent  burned-in  images,  l)ut 
we've  gotten  used  to  seeing 
those  meaningless  gi'aphics  on 
our  idle  screens.  The  classic 


screen  saver  is  Berkeley  Sys- 
tems' After  Dark  ($-35),  whose 
flying  toasters  also  adorn  a 
line  of  T-shirts  ($11)  and  100% 
polyester  neckties  ($18).  Now, 
Berkeley  has  come  up  with 
StarTi-ek:  The  Screen  Saver 
($40).  You  can  cover 
your  screen  with  fuzzy 
Tribbles,  let  Mr.  Spock 
use  his  phasei',  or  hear 
Dr.     McCoy  intone 


ry  is  sound.  The  Mac  has  al- 
ways had  it,  but  Windows  3.1 
makes  it  possible  on  the  PC. 
Now,  even  without  an  expen- 
sive sound  card,  your  PC's 
beeper  can  make  outrageous 
noises.  Good  starter  kits  are 
Aristosoft's  Wireid  for  Sound 
($25)  and  Moon  Valley  Soft- 
ware's Icon  Hear-It  ($35). 

Both   let  you 


"He's  dead,  .Jim."  Buy  it  at  an 
Egghead  Discount  Software 
store  and  get  After  Dark  for 
$10.  Both  work  on  the  Mac 
and  on  PCs  with  Windows; 
the  sound  system  is  built  in. 
The  year's  big  new  catego- 


attach  sounds  to  keystrokes: 
You  can,  say,  make  the  back- 
space key  pronounce  "uh-oh." 
Another  package,  Mr.  Sound 
FX  ($18),  features  the  genius 
of  Michael  Winslow,  who 
made  those  incredible  me- 


chanical, biological,  and  sbj 
natural  noises  for  the  4 
Academy  movies. 

Amusing  accessorie.  i 
elude  a  huge  variety  of  n\ 
covers  and  holders  (^5  ^ 
some  of  which  look  hkc 
There  are  mouse 
change  color  when  yow  i 
them;  others  are  traii:-.|i; 
so  you  can  stuff  thciii 
family  photos.  A  more  pi 
cal  idea  is  the  mouse  \ 
pad  ($8),  which  mox^s 
the  mouse  and  keeps 
wi-ist  from  tiring  out.  Anc 
hit  is  the  disk  wallet  ($1^ 
store  floppies  in  transit. 

And  for  those  who  n^ 
want  to  log  off,  there 
Spreadsheets:  blue- 
fl//<^  white-lined  computer  p 
executed  in  180-count 
ton  percale  ($46).  Th( 
available  at  Boston's  Coir 
er  Museum  (617  426-2^ 
along  with  more  mun( 
items  such  as  diskette  c( 
ers  ($15)  or  printed-cin 
board  memo  pads  ($36).  ' 
believers  might  enjoy  a  n 
bership  ($35),  which  aff 
the  recipient  free  admit 
and  a  10%  discount  at  the 
seum  store.  And  that 
course,  furthers  the  cans 
nerddom.     Larri/  Aniist 


If  you're  a  baby  boomer, 
odds  are  you're  trying  to 
save  for  retirement.  Af- 
ter you  set  aside  pretax  mon- 
ey in  a  corporate  401(k)  sav- 
ings plan— or,  for  the 
self-employed,  a  Keogh— an- 
nuities often  look  like  the  an- 
swer. Annuity  earnings  com- 
pound tax-deferred,  just  as 
in  a  401(k)  plan  or  IRA.  But 
unlike  those  vehicles,  your 
annuity  is  almost  always 
funded  by  aftertax  dollars. 
While  many  .savers  choose  a 
fixed-rate  investment  under- 
written by  the  insurer,  vari- 
able annuities,  which  let  you 
invest  in  one  or  more  in- 
house  mutual  funds,  are  in- 
creasingly popular. 
FINE  PRINT.  But  unless  you're 
absolutely  .sure  you  won't 
need  your  savings  between 
now  and  retirement,  annu- 
ities can  be  costly.  If  you 
take  yoiu'  money  out  before 
you  are  o'-J'/-,  the  government 
socks  you  with  a  10%  penalty 


Smart  Money 

ANNUITY  HUNTING? 
A  FEW  CAVEATS 


on  top  of  ordinary  income 
taxes  on  the  amount  you 
withdraw.  Insurance  compa- 
nies will  impose  a  fee  if  you 
bail  out  early,  too.  The  with- 


Costs  on  variable 
annuities  can  gobble 
up  your  returns 


drawal  charges  generally  run 
5%  to  10%  of  the  amount 
withdrawn:  The  sooner  you 
touch  your  money,  the  higher 
the  fee.  Usually,  such  charges 
phase  out  in  up  to  10  years. 
Variable  annuities  often 


have  additional  charges  rang- 
ing from  1.5%  to  2.25%  of 
your  account's  value.  So  you 
should  not  only  read  all  the 
fine  print  in  the  prospectus 
but  also  make  .sure  your  po- 
tential return  makes  the  fees, 
possible  tax  penalties,  and 
potential  surrender  charges 
worthwhile.  "It  makes  no 
sense  to  pay  the  higher  ex- 
pen.ses  of  a  variable  annuity 
if  you  chain  yourself  to  mon- 
ey-market returns,"  says 
Glenn  Daily,  an  insurance  an- 
alyst in  New  York. 

Variable  annuities  work 
best  for  those  willing  to  buy 
high-risk  investments,  such 
as  aggressive-growth  stock 
funds.  Still,  some  variable- 


rate  annuities  sport  fees 
enough  that  you  can  choos 
more  conservative  stratt 
And  in  all  cases,  whet 
variable  or  fixed-rate,  c 
buy  an  annuity  from  a  1 
rated  insurance  company. 

One  option  for  those  \ 
balk  at  high  fees,  says  ^ 
Ham  G.  Brennan,  tax  part 
at  Ernst  &  Young,  is  a 
load  equity  index  mut 
fund.  IVue,  you  give  up 
tax  advantage,  but  man£ 
ment  fees  are  razor-thin, 
you  have  access  to  your  n 
ey.  In  fact,  Brennan  belie 
even  the  cheaper  fixed-r 
annuities  have  a  rival:  se; 
EE  savings  bonds.  With  th 
securities,  your  money  a 
pounds  tax-deferred,  ; 
earn  at  least  6%— about 
same  as  a  conservativ 
managed  annuity— provii 
you  hold  the  bonds  five  yt 
or  more,  and  Uncle  S 
doesn't  charge  surren^ 
fees.  Chris  Far 
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"  THE  BEST  WAY  TO  GROW 
AVOCADOS  IS  TO  PLANT 
THEM  IN  MAGAZINES." 


Mark  Affleck,  Pre/ident,  Calif ornia  Avocado  Commusion 


"Over  the  past  several  years  I  've 
learned  an  important  lesson  about 
avocados.  II  you  want  them  to  grow, 
you've  got  to  plant  the  right  seeds. 

Just  a  couple  years  ago,  the 
California  avocado  crop  was  drama- 
tically diminished  due  to  severe 
shifts  in  the  weather.  But  rather 
than  cutting  back,  we  increased  our 
commitment  to  magazine  advertising. 
Reaching  out  like  never  belore  to 
existing  and  new  markets. 

As  a  result  we  not  only  increased 
sales,  we  greatly  increased  our 
consumer  base.  And  even  with  these 
short  crop  years,  we  went  from 
75  million  to  100  million  Americans 
buying  avocados.  At  the  rate  we're 
going,  by  the  year  2000  every 
household  in  America  will  be  eating 
Calilornia  avocados. 

Since  I  can't  always  count  on 
Mother  Nature  to  make  my  business 
flourish,  I  depend  on  advertising. 

And  frankly  it's  the  best  fertilizer 
I've  ever  used.  " 


WSAAA 


Western  States 
Advertising  Agencies 
Association,  Inc. 


If  you  would  like  to  learn  more  about  the  power  of  advertising,  please  wrrte  to  Department  D,  AAAA,  666  Third  Ave.,  New  York,  NY  10017.  enclosing  a 
check  for  five  dollars.  You  will  receive  our  booklet  "It  Works!  How  Investment  Spending  In  Advertising  Pays  Off  ".  Please  allow  A-6  weeks  for  delivery 

This  advertising  prepared  by  D  A  cy,  Masius,  Benton  and  Bowles. 
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i 

^k^...  ^..,„„  * 

One  saves  time.  One  saves  California. 


The  next  time  you  reach  for  a  foam  cup,  remember  this:  st\Tofoam  plastic  is  a  material 
that  never  breaks  down  in  a  landfill. 

Keep  reusing  glass  and  ceramic  mugs  instead.  They  don't  create  extra  gar- 
bage. They  don  t  litter  the  environment.  And  besides,  thev  re  a  lot  nicer  to  Iook  at. 
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Introducing 

On-line 


l^ur  Window  to  the  World 


Wlieii  major  events  occur,  the  world 
watches  on  CNN.  Now  you  can  liave 
instant  access  to  the  full  text  of 
CNN.  This  important  information 
service  is  now  available  on  the 
NEXIS,  DataTimes  and  Dow  Jones 
News  Retrieval  on-line  services. 
CNN  On-Line  provides  you  with  the 
information  you  need  from  the 
worlds  news  leader,  24  hours  a 
day,  7  days  a  week. 


CNN  On-Line  is  just  one  of  the 
many  exciting  On-Line  seiYices  that 
Journal  (Iraphics  has  to  offer.  These 
seiTices  provide  you  with  a  low 
cost  electronic  clipping  seiYice  for 
the  television  industiy  For  infomia- 
tion  about  any  of  the  Jomii^il  Crapliics 
On-Line  seiYices,  including  (^NN 
On-lJne,  Topic  Aleit  and  our  Satellite 
Deliveiy  Semce.  please  call 
l-3()3-83l-64()()  X  339. 


"11992  Turner  Broadcasting  System,  Inc  All  righls  reserved  CNN  is  a  trademark  ot  Turner  Broadcasting 
NEXIS  IS  a  trademark  ot  Mead  Data  Central  Dow  Jones  News  Retrieval  is  a  trademark  of  Dow  Jones  &  Company.  Inc  DataTimes  is  a  trademark  of  Oklatioma  Publistimg  Company 
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s  staged  a  modest  three-day 
□efore  leveling  off  on  Dec.  9. 
'fs  hod  better  luck  in  the  over- 
lunter  morket,  where  smoll- 
onk  stocks  concluded  10 
of  consecutive  gains.  Weak- 
,  oil  prices  continued  to  give  a 
to  stock  prices,  by  reducing 
srns  about  interest  rates.  They 
jove  a  shot  in  the  arm  to 
prices.  But  oil  drilling  and 
•ment  stocks  were  trounced, 
stocks  and  funds  hove  also 
>d  over  both  the  long  and 
term. 


STOCKS 


BONDS 


THE  DOLLAR 


Dec.      June       Dec.    Dec.  3-9                      Dec.       June       Dec.     Dec  3-9  Dec       June       Dec     Dec  2-9 

UOl   I   445       I500|   I   1470  100 


52-week  change 
-H5.3% 


-440  1400 


i 


E 


Lehman  Brothers 
Treasury  Index 


  425  11001 

1  -week  change  52-week  change 

-I- 1.3%  ■^3.3% 


)432,50 


i 


J. P.  Morgan 
Index 


  1350       60  I 

1  week  change  52-week  change 

•H.4%  -^5.2% 


1-week  change 

-0.3% 


RKET  ANALYSIS 


%  change 


STOCKS 

Latest 

Week 

52-week 

FUNDAMENTALS 

latest 

Week  ago 

Year  ago 

JONES  INDUSTRIALS 
lOMPANIES  (Russell  1000) 
.L  COMPANIES  (Russell  2000) 
:OMPANIES  (Russell  3000) 

3323  8 
232.5 
216.9 
248.4 

1.1 
1.2 
1.3 
12 

16.0 
16.3 
24.1 
16.9 

90-DAY  TREASURY  BILL  YIELD 
30-YEAR  TREASURY  BOND  YIELD 
S&P  500  DIVIDEND  YIELD 
S&P  500  PRICE/EARNINGS  RATIO 

3.31% 
7.44% 
2.84% 
24.1 

3.39% 
7.57% 
2.88% 
23  8 

4,24% 
7,81% 
3,25% 
210 

EIGN  STOCKS 

latest 

%  change  (local 
Week 

currency) 
52-week 

TECHNICAL  INDICATORS 

latest 

Week  ago 

Rending 

S&P  500  26-week  moving  average 
Stocks  above  26-week  moving  overage 
Speculative  sentiment:  Put/call  ratio 
Insider  sentiment;  Vickers  sell/buy  rotio 

416.9 
61.0% 
0,35 
1  95 

416.0 

57.8% 

0.35 

2.00 

Positive 
Neutral 
Neutral 
Positive 

)0N  (FINANCIAL  TIMES  100)            2750  7 
'0  (NIKKEI  INDEX)                        17,406  2 
)NTO  (TSE  COMPOSITE)                    3285  5 

-0.5 
0.1 
0  6 

15  6 

-19.1 

-2.0 

IDUSTRY  GROUPS 

BRIDGE  INFORMATION  SYSTEMS  INC 

IR-WEEK  LEADERS 

%  change 
4-week  S2-week 

Strongest  stock  in  group 

% 

4-week 

change 

52-week 

Price 

lANUFACTURED  HOUSING 

19.7 

40.9 

FLEETWOOD  ENTERPRISES 

22.0 

43.9 

47  i/s 

ilSURE  TIME 

19.7 

47.3 

HANDLEMAN 

27.6 

18  1 

13  % 

UllDING  MATERIALS 

14.9 

52.1 

MASCO 

17.0 

44  4 

29  'A 

RANSPORTATION  SERVICES 

14.3 

54.2 

RYDER  SYSTEM 

16.3 

59.0 

27  5/8 

UTOMOBIIES 

13.6 

57.0 

CHRYSLER 

23  7 

183  0 

33  'A 

iR-WEEK  LAGGARDS 

%  change 
4-week  52-week 

Weakest  stock  In  group 

% 

4-week 

change 

52-week 

Price 

III  AND  GAS  DRILLING 

-1  1.7 

25,5 

ROWAN 

-16  7 

42.9 

7  1/2 

lOSPITAL  MANAGEMENT 

-6.9 

-14  3 

HUMANA 

-10.2 

-16.5 

20  % 

ML  WELL  EQUIPMENT  AND  SERVICES 

-6.2 

-1.0 

BAKER  HUGHES 

-12.9 

-3.3 

18  '/2 

iOLD  MINING 

-5.6 

-17.2 

HOMESTAKE  MINING 

-77 

-35.4 

10  1/2 

AIRLINES 

-5.0 

1.8 

DELTA  AIR  LINES 

-9  7 

-1  1,3 

53  1/4 

lUTUAL  FUNDS 


kDERS 

^week  total  return 


MORNINGSTAR  INC 


OHN  HANCOCK  SPECIAL  EQUITIES  14  t 

>BHG  GROWTH  13  5 

IHEARSON  SMALL  CAPITALIZATION  A  12  5 

week  totol  return  % 

IDELITY  SELECT  SAVINGS  &  LOAN  73  8 

'IDELITY  SELECT  REGIONAL  BANKS  58  0 

)AKMARK  556 


LAGGARDS 

Four-week  total  return 


MONITREND  GOLD 

BENHAM  GOLD  EQUITIES  INDEX 

NEWPORT  TIGER 

52-week  total  return 


-10,9 
-8  0 

-8,0 

% 


LEXINGTON  STRATEGIC  INVESTMENTS  60  3 

UNITED  SERVICES  GOLD  SHARES  -54  4 

VAN  ECK  INTERNATIONAL  INVESTORS  -33  1 


S&P  500 
4-week  total  return 


^^^Hl  Averoge  fund 
52-week  total  return 


I 


ELATIVE  PORTFOIIOS 


DATA  RESOURCES  INC 


liar  amounts 
rresent  the  present 
lue  of  $10,000 
ested  one  year  ago 
ioch  portfolio 

centages  indicate 
i-doy  total  returns 


U.S. stocks 
$11,912 

-^1.44% 


Treasury  bonds 
$11,348 

+  ].70% 


nil 


Money  market  fund 
$10,295 

-^0.05% 


Foreign  stocks 
$9,754 

+0.10% 


(;()id 

$9,317 

-^0.15% 


data  on  this  poge  ore  as  of  market  close  WecinescJay,  Dec.  9,  1992,  unless  otherwise  indicated 
istry  groups  include  S&P  500  conipanies  only,  performance  and  share  prices  are  as  of  market  close 


Dec,  8.  Mutual  fund  returns  are  as  of  Dec.  4.  Relative  portfolios  are  valued  as  of  Dec  8  A  more  detailed 
explanation  of  this  page  is  available  on  request. 
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CHANNEIING  BIG  STORES' 
AWESOME  ClOUT  

With  enormous  marketplace  power,  a  small  circle  of 
merchants  is  determining  more  and  more  how 
consumer  proflucts  are  made  and  sold  in  the  U.  S. 
They're  telling  even  the  mightiest  of  manufacturers  what 
goods  t-o  make,  in  what  colors  and  sizes,  how  much  to  ship, 
and  when.  They  are  forcing  suppliers  to  rethink  whom  they 
sell  to,  how  they  price  and  i)romote  products,  and  how  they 
structure  their  own  organizations  (page  66). 

A  vast  consolidation  in  U.  S.  retailing  has  produced  giant 
"power  retailers"  that  use  sophisticated  inventory  manage- 
ment, finely  tuned  selections,  and,  above  all,  competitive 
pricing  to  crowd  out  weaker  players  and  attract  more  of  the 
shopper's  dollar.  The  top  tier  of  supeipowers  includes  Kmart, 
Target,  Toys  'R'  Us,  Home  Depot,  Circuit  City,  Dillard,  and 
a  few  others.  Leading  the  pack,  of  course,  is  Wal-Mart 
Stores.  The  nation's  No.  1  retailer  is  expected  to  grow  25% 
this  year,  to  some  $55  billion  in  sales,  at  a  time  when  retail- 
ers as  a  whole  will  l)e  lucky  to  grow  4%. 

The  increasing  influence  of  these  retailers  has  obvious 
benefits  for  consumers.  For  starters,  the  stores  are  continu- 
ally wringing  excess  costs  out  of  the  U.  S.  distribution  system 
while  scjueezing  price  concessions  out  of  suppliers.  Many 
shun  the  constant  promotions,  coupons,  and  "sales"  that  intro- 
duce big  inefficiencies.  Much  of  the  savings  gets  passed 
along  to  consumers  in  the  form  of  lower  prices.  And  because 
these  retailers  use  sophisticated  information  technology  to 
keej)  close  tabs  on  what's  selling  and  what's  not,  consumers 
are  likelier  to  find  what  they  want  in  the  stores. 

The  risk  is  that  small  manufacturers,  who  lack  the  resom'c- 
es  or  savvy  to  cope  with  the  inherent  bias  toward  large 
manufacturers,  won't  be  able  to  compete.  Innovation  and 
risk-taking  could  also  be  diminished.  Those  dangers  must  be 
monitored  vigilantly  by  federal  and  state  antitrust  authorities. 
But  pressure  fi"om  the  power  retailers  also  benefits  manufac- 
turers by  forcing  them  to  become  leaner  and  more  nimble 
themselves.  They're  becoming  more  competitive  with  each 
other— and  with  overseas  rivals.  Some  have  wrested  U.  S. 
markets  away  fi'om  foreign  manufacturers  by  cutting  costs  or 
reducing  cycle  time,  and  some  have  even  been  able  to  pene- 
trate overseas  markets,  thanks  to  their  new  efficiency. 


SEASONED  ADVISERS  CAN 
TAKE  CLINTON  ONLY  SO  FAR 

@i  n  selecting  leaders  of  his  economic  team.  President-elect 
^  Hill  (Jlinton  seems  to  be  off  to  a  good  start  at  filling 
iew  the  most  important  jobs  in  his  Administration.  His  early 
tin  ices,  hort  on  fi-esh  faces  and  long  on  Capitol  Hill  experi- 
ence, ai">  ale,  intended  to  convey  a  commitment  to  compe- 
tence and     (deration  rather  than  innovation  (page  26). 

Senator-  ,1'  vd  Bentsen  (D-Tex.)  built  a  solid  reputation  as 
a  student  ot  tij  ■  economic  impact  of  government  policy  dur- 


ing his  six  years  as  Senate  Finance  Committee  chairir 
and  his  earlier  tenure  as  Joint  Economic  Committee  cht 
man.  His  passion  is  tilting  the  tax  code  to  promote  savii 
and  investment,  which  should  sit  well  with  the  Clintonit( 

Representative  Leon  E.  Panetta  (D-Calif.),  chairman 
the  House  Budget  Committee,  would  run  the  Office  of  M 
agement  &  Budget  with  a  fervor  for  cutting  the  defii 
The  i)lan  to  nominate  him  is  a  welcome  signal  that  Clintoi 
serious  about  cutting  the  deficit  in  half  during  his  first  tei 

Others  who  seem  headed  for  senior  jobs— investm( 
bankers  Robert  E.  Rubin  and  Roger  C.  Altman,  and  forn 
Congressional  Budget  Office  Director  Alice  M.  Rivlin— i 
also  familiar  with  the  levers  of  power  in  the  capital. 

In  his  desire  to  staff  up  with  folks  who  know  how  to  j 
things  done  in  Washington,  however,  Clinton  could  overk 
his  Administration  with  the  sort  of  insiders  who  have  gii 
Washington  a  bad  name.  Experience  is  a  virtue— but  only 
a  point.  We  also  hope  to  see  some  of  those  bright  fa 
from  state  governments,  business,  and  the  universities  t 
Clinton  told  us  he  was  going  to  bring  to  the  capital. 


HONG  KONG  NEEDS 

A  QUICK,  QUIET  SETTLEMEW 

To  an  outsider,  the  dispute  between  Hong  Kong  and  ( 
na  seems  like  a  tempest  in  a  teapot.  After  all,  the  ar 
ment  is  about  increasing  the  number  of  directly  ek 
ed  seats  on  the  Crown  Colony's  legislative  council— from  2C 
perhaps  40  out  of  60.  By  no  means  does  this  amount 
representative  government,  as  the  Chinese  fear.  Yet  I 
jing's  stern  warnings  to  desist  from  the  plan  have  up 
the  Hong  Kong  business  community,  triggering  gyratii 
in  the  stock  market  (page  46). 

The  dispute  has  been  inflamed  by  two  issues:  Clover; 
Chris  Patten  went  public  with  the  plan  apparently  with 
much  consultation  with  the  Chinese.  This  mortified  Beiji 
which  felt  it  had  lost  face.  Second,  the  PolitV)m-o  is  afraid  t 
any  change  could  quickly  spread  to  South  China,  wh 
booming  economy  is  directly  linked  to  Hong  Kong's. 

It's  easy  to  be  cynical  about  the  British  timing.  After 
they  have  been  ruling  Hong  Kong  for  150  years,  so  why 
sudden  inter-est  in  democracy?  But  it  is  because  of  the  B 
ish  that  Hong  Kong  enjoys  fundamental  rights  that  don't 
ist  in  China,  such  as  the  rule  of  law  and  civil  liberties.  Pi 
ervation  of  these  rights,  they  say,  is  the  motive  for  mak 
changes  before  the  1995  elections— the  last  Hong  Kong  i 
hold  before  China  takes  over  in  1997. 

There  is  plenty  of  common  gi'ound  for  resolving  the  ( 
pute  quietly,  without  China  losing  face.  Any  backsliding 
Beijing  could  deter  the  foreign  investment  so  crucial  to 
Chinese  boom.  For  Washington,  the  proper  response  is 
support  bilateral  talks  on  electoral  reform.  But  the  U 
should  also  make  it  clear  that  China  must  move  toward 
mocracy  and  human-rights  guarantees  in  both  Hong  K( 
and  China.  If  Beijing  is  unwilling  to  accept  reform,  press 
is  likely  to  build  in  Congress  to  deny  it  most-favored-nat 
status.  That  would  hurt  both  China  and  Hong  Kong.  The  t 
sides  should  work  things  out— pronto. 
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WATCH  THE  MERRILL  LYNCH  SENIOR  SHOOT-OUT 
CHAMPIONSHIP  FROM  HSHER  ISLAND  AND  SEE  WHY  THEY  SAY 
THE  FOUNTAIN  OF  YOUTH  IS  IN  FLORIDA. 


After  you've  retired  to  your  couch  on  Christmas  Day,  watch  10  spry  Senior  TOUR  pros,  including 
Ray  Floyd,  Bob  Charles,  George  Archer  and  Dale  Douglass,  have  it  out  at  the  Merrill  Lynch  Senior  Shoot- 
Out  Championship.  With  a  $250,000  purse,  the  heat  will  be  on  all  day  at  fj{<^ 

Merrill  Lynch 

Florida's  world-class  links  at  Fisher  Island.  Tune  in  to  ESPN,  from  4-6  PM.  A  tradition  of  trust. 

THE   MERRILL   LYNCH   SENIOR  SHOOT-OUT  CHAMPIONSHIP 
Friday,  Dec.  25th  at  Fisher  Island  4-6PM  on  ESPN 


©  1992  Merrill  Lynch  &  Co  ,  Inc 


To  run  an  entire  library  of 


Ask  for  PCs  with  the 
Intel  Inside  symbol. 

When  you  see  the  Intel  Inside 
sticker  on  the  outside  of  a  PC,  you 
knovj  there's  an  Intel  32-bit  microprocessor 


inside.  What  you  may  not  know  is  that 
Microsoft  Borland,  LoUis,  Novell,  plus  thousai 
of  other  software  developers  write  and  test 
their  applications  on  that  same  vital  ingredie 
a  genuine  Intel  CPU. 

At  Intel  we  subject  all  our  microprocessc 


©1992  InU'  1  iirporalion  inlel48h  is  ,i  tuiilcniark.  .ind  liutl  Inside  .ind  Ihc  Inlcl  Inside  logii  are  registered  Iradcniar-  s  ot  Intel  Corporation. 
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e  have  a  saying  here  in 
istralia — 'the  tyranny  of  dis- 
ice.'  It  means  we  face  difficul- 
;s  in  doing  many  things, 
cause  of  our  few  centers  of 
)pulation  dotted  around  the 
m  of  a  whole  continent, 
igital  helped  free  the  Aus- 
alian  Stock 


X  c  h  a  n  g  e 
om  that  tyr- 
iny  and  helps 
s  compete 
ternationally. 

Digital's 
Den  networking  systems  and 
;rvices  helped  integrate  six 
dependent  exchanges  into  a 
ngle,  automated  national 
ading  market.  Information 
id  market  access  is  equal 
"id  instantaneous  in  small 


SYSTEMS 
INTEGRATION 
GIVES  US 
THE  EDGE. 


and  large  cities. 

"Now  brokers  can  do  busi- 
ness more  efliciently.  Wherever 
they  are,  they  can  make  bids 
and  offers,  confirm  trades  and 
observe  market  movement  with 
a  touch  of  a  button. 

"We  chose  Digital  as  a 
partner  be- 
cause they're 


a  strategic  sup- 
plier  to  the 
wor  Id  f  inan- 


cial  services 
industry;  they 
identify  with  the  success  of 
our  business,  and  they're 
committed  to  open  systems 
standards.  " 

Digital's  networking  and 
NAS  (Network  Application 
Support)  open  computing  pro- 


vides companies  with  complete 
solutions  that  work  in  their 
complex,  multi-vendor  envi- 
ronments. Solutions  that  are 
designed  to  meet  today's  needs 
and  tomorrow's  demands 
because  they  are  based  on  inter- 
national standards. 

Today,  Digital's  trading 
solutions  give  you  an  ele- 
gantly simple  way  for  your 
people  to  work  together  more 
productively,  more  crea- 
tively, more  efficiently,  more 
competitively. 

To  learn  more  about  how 
Digital  can  open  your  company 
to  new  ways  of  doing  busi- 
ness, call  I-800-DEC-INFO, 
ext.  92.   Or  contact  your 


local  Digital 
sales  office. 


mum 
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No  Otker  Car  Can  Make  Tkis  List. 


Intermittent 
wipers 


3  speed  automatic 
transmission  „, 


3. 11.  V6  with 

mi  lit  i  port 
fuel  injection 


l.uhfd  for  life 
suspension  components 


Sport  4  w/ieel 
independent  suspension 


Lumina  Euro  SeJan.  u  comes  complete  willi  all 

yc^u  see  liere.  Witli  a  responsive  3.1  Liter  V6  witli  Multi-Port  Fuel 
Injection,  it's  a  6-passenger  value  tliat  is  excellent  for  fleets.  Tlie 
Corvette-inspired  independent  rear  suspension  design 
soaks  up  Kumps  and  Kelps  provide  a  smootli,  steady  ride, 
and  handling  that's  precise  and  predictable  no  matter 
liow  inliospitaLle  tke  road.   Lumina  Euro  Sedan  also 
feat  ures  tlie  safety  of  its  standard  4-wlieel  anti-lock  disc 
brake  system  (ABS).   In  addition,  Lumina  is  kuilt  of 
two-side-galvanized  steel  kody  panels  (except  root)  to 
keep  surface  rust  from  developing  in  scratches  and  dings. 

And  as  you  miglit  expect,  Lumina  offers  more  interior 
room  than  Lord  Taurus,  Accord  or  Camrv. 

A  methanol-  ^^^^^SJSIE^^^^^^^^^^^^^^^^H 
fueled  Lumina  is  also  available  in  1993,  providing  your 
company  witk  a  contemporary  alternative  tkat  le  ts  vou 
become  less  dependent  on  petroleum  fuel, 
chevy  Lumina  is  backed  by  the  biggest  fleet  sales  and 


service  organization  in  the  bvisiness.  Call  Fleet  Op  erations  for 
details  at  1-800-248-2897. 
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PRODUCTION 

Change  from  last  week:  0  3% 
Change  from  last  year:  3  1% 

190  


1967^100  (four-week  moving  average) 


LEADING 

change  from  last  week:  0.2% 
Change  from  last  year:  6.1% 
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The  production  index  increosed  during  the  week  ended  Dec  5.  Seasonally 
adjusted  production  of  outos,  trucks,  and  cool  and  rail-freight  traffic  rebounded 
sharply  after  plont  closings  during  the  Thanksgiving  holiday  Lumber,  crude-oil 
refining,  and  electric  power  output  rose  as  well  Steel,  paperboard,  and  paper 
production  declined  Before  calculation  of  the  four-week  moving  overage,  the  index 
rose  to  184  4,  after  falling  to  173  3  during  the  holidoy  shortened  week  of  Nov  28. 
BW  production  index  copyright  1992  by  McGrow-Hill  Inc 


The  leading  index  rose  only  slightly  during  the  v/eek  ended  Dec  5  Higher 
stock  prices  and  small  improvements  in  the  growth  rotes  of  real  estate  loans  and 
M2  offset  a  steep  increose  in  the  number  of  business  fo'lures  and  deterioration  in 
the  growth  of  materials  prices.  Bond  yields  were  unchanged  from  the  preceding 
week.  Before  calculation  of  the  four-week  moving  average,  the  index  stood  at  219,6, 
up  a  bit  from  219.4  in  the  previous  week. 

Leoding  index  copyright  1992  by  Center  (or  Internalionol  Business  Cycle  Research 


PRODUCTION  INDICATORS 


LEADING  INDICATORS 


Lotest 

Week 

%  Change 

week 

ago 

year  ago 

STEEL  (12/12)thous.  of  net  tons 

1,697 

1,686# 

-2.0 

AUTOS  (12/12)  units 

132,434 

130,207r# 

7  0 

TRUCKS  (12/12)  units 

100,301 

93,04  lr# 

24  5 

ELECTRIC  POWER  (I2/I2)  millions  otkilowott-hours 

61,073 

58,52  1# 

11.1 

CRUDE-OIL  REFINING  (i2/i2)thous  ofbbl/doy 

13,158 

13,625# 

-2.1 

COAL  (12/5)  Ihous  of  net  tons 

19,165# 

15,704 

-0.8 

PAPERBOARD  (12/5)lhous.  of  tons 

796.2# 

818.0r 

0  8 

PAPER  (12/5)  thous.  of  tons 

760.0# 

773.0r 

-0.9 

LUMBER  (12/5)  millions  of  ft 

475. 2# 

328  7 

-1.6 

RAIL  FREIGHT  ( 12/5)  billions  of  ton-miles 

22. 2# 

17.3 

7.2 

Sources:  American  Iron  &  Steel  Institute,  Ward  i  Automotive  Reports,  Edison  Electric  Institute, 
American  Petroleum  Institute,  Energy  Dept ,  American  Paper  Institute,  WWPA',  SFPA  ,  Association 
of  American  Railroods 


Latest 
week 

Week 
ago 

%  Chan; 
year  ai 

STOCK  PRICES  (12/1 1)  S&P500 

435.26 

430.80 

14 

CORPORATE  BOND  YIELD,  Aaa  (12/11) 

8.00% 

8.06% 

-4 

INDUSTRIAL  MATERIALS  PRICES  (12/11) 

97.0 

96.9 

3 

BUSINESS  FAILURES  (12/4) 

457 

390 

-4 

REAL  ESTATE  LOANS  (i  2/2)  billions 

NA 

S399.8r 

N 

MONEY  SUPPLY,  M2  (i  1/30)  billions 

$3,430  9 

$3,428.9r 

0 

INITIAL  CLAIMS,  UNEMPLOYMENT  (i  1/28)  tfious. 

324 

362 

-21 

Sources:  Standard  &  Poor's,  Moody's,  journal  of  Commerce  (index:  1  980=1  00),  Dun  &  Brc 
street  (failures  of  lorge  companies),  Federal  Reserve  Board,  Labor  Dept  CIBCR  seasonally  adju: 
data  on  business  failures  and  real  estate  loons 


MONTHLY  ECONOMIC  INDICATORS 


fOREIGN  EXCHANGE 


latest 
week 

Week 
ago 

Year 
ago 

JAPANESE  YEN  ( 12/1 6) 

123 

124 

128 

GERMAN  MARK  (12/I6) 

1.55 

1,57 

1.56 

BRITISH  POUND  (12/I6) 

1  58 

1.57 

1.84 

FRENCH  FRANC  (12/I6) 

5  31 

5,36 

5  32 

CANADIAN  DOLLAR  (12/16) 

1  28 

1.28 

116 

SWISS  FRANC  (12/16) 

1.40 

1.41 

1.38 

MEXICAN  PESO  (12/16) 

3,1  17 

3,100 

3,075 

Sources:  Major  New  York  banks  Currencies  expressed  i 
pound  expressed  in  dollars 

1  units  per  U  S  dollar,  exce 

pt  for  British 

PRICES  J 

Latest 
week 

Week 
ago 

%  Change 
year  ago 

GOLD  (12/16)  $/troyoz. 

337  300 

333.500 

-8  0 

STEEL  SCRAP  ( I  2/ 1 5)  #  1  heavy,  $/ton 

92  50 

89  00 

-0  5 

FOODSTUFFS  (12/14)  index,  1967=100 

204,0 

203.2 

-0.9 

COPPER  (12/12)  c/lb. 

103.0 

101.0 

0.6 

ALUMINUM  (12/12)  c/lb 

54.5 

54.9 

8  1 

WHEAT  (12/12)  #2  hard,  $/bu. 

3.78 

3  81 

-5  0 

COTTON  (12/ 12)  strict  low  middling  l.l/16in.,  C/lb. 

52  59 

51.85 

-2  4 

Latest 

Month 

%  Chan 

month 

ago 

year  a 

HOUSING  STARTS  (Nov  )  annual  rote,  thous. 

1,242 

l,224r 

14 

INDUSTRIAL  PRODUCTION  (Nov  )  total  index 

109.7 

109.3r 

1 

CAPACITY  UTILIZATION  (Nov ) 


78.9% 


78.7%r 


CONSUMER  PRICE  INDEX  (Nov ) 


142.0 


141.8 


Sources:  Commerce  Dept ,  Federal  Reserve  Board,  BLS 


MONETARY  INDICATORS 


Sources:  London  Wednesdoy  final  setting,  Chicago  market.  Commodity  Research  Bureau,  Mefak 
Week,  Kansas  City  market,  Memphis  morket 


Latest 
week 

Week 
ago 

%  Chan 
year  a 

MONEY  SUPPLY,  Ml  (11/30) 

$1,020.7 

$1,014.6 

13 

BANKS'  BUSINESS  LOANS  (12/2) 

280  3 

280.8r 

-5 

FREE  RESERVES  (12/9) 

843 

1,1  94r 

70 

NONFINANCIAL  COMMERCIAL  PAPER  (12/2) 

150.9 

149  9 

11 

Sources:  Federal  Reserve  Board  (in  billions,  except  for  1 
two-week  period  in  millions) 

ree  reserves. 

A'hich  ore  expressed  fo 

MONEY  MARKET  RATES 

Latest 
week 

Week 
ago 

Ye 
a 

FEDERAL  FUNDS  (I2/15) 

3.17% 

2.77% 

4.49 

PRIME  (12/16) 

6  00 

6  00 

7.50 

COMMERCIAL  PAPER  3-MONTH  (12/15) 

3.71 

3.74 

4.53 

CERTIFICATES  OF  DEPOSIT  3-MONTH  (12/I6) 

3  43 

3.56 

4.48 

EURODOLLAR  3-MONTH  (12/11) 

3.54 

3  80 

4.45 

Sources;  Federol  Reserve  Board,  First  Boston 


#Raw  data  in  the  production  indicators  ore  seasonally  odjusted  in  computing  the  BW  index  (chart),  other  components  (estimated  and  not  listed)  include  machinery  and  defense  equipmei 
1  =  Western  Wood  Products  Assn.     2  =  Southern  Forest  Products  Assn.     3  =  Free  market  value     NA=  Not  avoilable     r=revised     NM  =  Not  meoningful 
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Golf  and  business.  The  team  to  beat. 


The  1992  Senior  TOUR  Journal 

Issue  Date:  February  8,  1993 

Ad  Closing  Date:  December  21,  1992 


The  Business  of  the  PGA  TOUR 

Issue  Date:  May  3,  1993 

Ad  Closing  Date:  March  15,  1993 


For  the  third  year  in  a  row,  Tiie  PGA  TOLIR  and  B//siness  Week 
present  two  golf  special  advertising  sections.  Even  in  these  tough 
economic  times,  golf's  winning  strategy  is  paying  oft  with: 

•  Over  $200  million  in  charitable  contributions 

•  Nearly  400  hours  of  televised  PGA  TOUR  events 

•  Important  new  sponsorship  agreements 

•  Increased  purse  and  retirement  funds 

No  other  sport  champions  busuiess  like  golf.  The  PGA  TOUR 
promotes  golf  with  merchandising  efforts,  corporate  tie-ins  and 
sales  promotions. 


And  no  other  magazine  offers  such  a  wide  readership  of  business  leaders  and  golf  fans. 
These  special  sections  will  reach  6.5  millit)n*  readers  nationwide — an  audience  largely 
undujilicated  by  leading  golf  publications. 

This  year's  sections  are  written  by  veteran  golf  journalists.  Their  stories  are  accompanied 
by  four-color  photographs  (jf  the  players,  the  courses  and  the  events. 

Don't  miss  this  chance  to  join  oLir  wmning  team.  Appear  in  Business  Week's  PGA  TOUR 
special  advertising  sections. 

For  additional  information  contact: 
Larry  Kossack 
Business  Week 
Golf  Projects  Director 
(312) 616-3306 

*1992  SMKH 

Photo  by  S.im  C.rcinwood  /  PCiA  TOUR 
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)rgaiiizations  have 
igs  in  common. 


It's  hard  to  imagine  a  group  of  orga- 
nizations more  diverse  than  these.  Yet 
they  have  two  things  in  common.  Each 
produced  outstanding  results.  Each  with 
the  help  of  information  technology 
from  EDS. 

EDS  is  helping  Del  Monte  do 
things  better,  faster  and  cheaper. 

EDS  is  helping  Chicago  improve 
traffic  flow  and  collect  $420  million  in 
unpaid  parking  tickets. 

EDS  helped  Melitta  cut  product 
development  time  by  50  percent 
without  shortchanging  quality. 
EDS  helped  Omaha  Properly 
and  Casualty  enter  the  flood 
insurance  market  months  ahead  of 
competition  and  build  a  $75  mil- 
lion business. 
EDS  helped  Massachusetts  design 


a  system  that  saved  taxpayers  $13  million 
while  making  Medicaid  recipients  feel 
more  a  part  of  the  mainstream  health 
care  system. 

EDS  helped  the  Olympic  Committee 
communicate  results  faster  and  better 
to  more  people  than  ever  before. 

EDS  is  helping  River  Forest  Bancorp 
deliver  better  service  while  saving 
$1  million  per  year  in  operating  costs. 

EDS  helped  Riser  Foods  increase 
profits  by  l4  percent  and  margins  by 
33  percent  while  enhancing  customer 
service  and  satisfaction. 

Results  like  these  have  helped  EDS 
become  the  world  leader  in  applying 
information  technology.  To  learn  how  we 
could  help  you,  write  Peter  Abene,  EDS, 
7171  Forest  Lane,  M59,  Dallas,  TX  75230. 
Or  call  (214)  490-2000,  extension  159. 
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MERCEDES:  THE  U.S.  PICTURE 

ISN'T  SO  GLOOMY  

Your  uilicle  "Downshift  at  Daimler" 
(The  Corporation,  Nov.  16)  recjuires 
some  clarification  as  to  Mercedez-Benz 
car  sales  in  the  U.S.  Through  Septem- 
ber, we  were  up  9.;f,v ,  using  calendar- 
year  figures,  as  is  the  standard  industry 
practice.  In  this  same  jjeriod,  we  in- 
creased our  share  in  each  of  the  three 
luxury-cai'  market  segments  ($25,000  to 
$40,000;  $40,000  to  $55,000;  and  $55,000 
and  above).  In  addition,  acceptance  of 
our  new  S-Class  has  been  positive,  with 
close  to  18,000  cars  sold  since  its  launch 
in  October,  1991.  These  cars  have  helped 
Mercedes  increase  its  share  of  the  high- 
luxury  segment  from  51'/'  to  more  than 
&)'/<  this  year. 

Although  the  Japanese  luxury  makes 
show  overall  sales  increases,  their 
growth  comes  from  their  smaller  mod- 
els. Currently,  their  flagship  models — 
'the  Lexus  LS400  and  Infiniti  Q45 — are 
down  by  17'/  and  21.4'/,  respectively, 
while  our  S-Class  sales  are  the  same  as 
last  year. 

A.  B.  Shuman 
Director  of  Public  Relations 
Mercedes-Benz  of  North  America  Inc. 

Montvale,  N.J. 

FORGET  GENDER  ROLES, 

AND  MARKET  TO  PEOPLE  

Your  story  "Real  men  buy  paper  tow- 
els, too"  (Marketing,  Nov.  9) 
showed  once  again  that  many  consul- 
tants and  companies  still  don't  under- 
stand contemporary  family  dynamics. 

They  say  they  are  now  selling  to  men 
because  suddenly,  men  are  out  there  do- 
ing a  staggering  25'/  of  the  buying.  The 
truth  is,  all  those  newfangled  men  they 
see  ranging  through  the  grocery  stores 
and  "doing  chores  their  fathers  would 
never  have  dreamed  of"  are  there  with  a 
list  that  someone  else  wrote  up  for 
them — a  woman,  most  likely. 

That's  why  marketing  to  women  still 
makes  the  most  sense,  but  for  some  rea- 
son the  marketers  still  want  to  play  little 
games  with  women's  heads,  preferring 
to  appeal  to  the  sentimentality  of  males 
taking  an  active  role  in  family  life. 


It's  time  to  treat  everyone — men  at 
women — like  the  savvy  consumers  v 
are  today,  and  quit  showing  us  how 
play  house. 

Jane  Wilsc 
Ottawa,  Or 

A  DIVORCED  MOTHER 
DEFENDS  HER  CAREER  CHOICE 

After  reading  your  article  "Wh( 
Daddy  is  the  only  parent"  (Soci 
Issues,  Nov.  23),  I  feel  it  is  necessary 
write  and  defend  myself — the  sing 
mother.  The  tjuote  from  Joe  Pipher  (n 
ex-husband)  implies  that  I  chose  my  c 
reer  over  parenting  our  daughter.  Not 
ing  could  be  further  from  the  trut 
First  of  all,  Joe  Pipher  and  I  share  joi 
custody  of  our  daughter.  Nine  mont 
ago,  I  took  a  job  in  New  York  because 
found  it  necessary  to  attempt  to  build 
more  financially  stable  career  for  m 
self.  Because  I'm  now  commuting  ai 
working  longer  hours,  I  am  only  able 
spend  weekends  with  my  daughter. 

I've  been  forced  to  make  a  decisi< 
based  on  financial  necessity  that  pr 
eludes  me  from  spending  the  amount 
time  with  my  daughter  that  I  wou 
love.  I've  struggled  to  make  ends  me 
while  putting  myself  through  collej 
and  working  full-time  without  the  lux 
ry  of  child  care  and  financial  suppoi 
My  only  consolation  is  that  I  know  th 
once  my  daughter  is  old  enough  to  u 
derstand  all  the  facts,  she  will  be  proi 
of  what  I've  been  able  to  accomplish. 

Margaret  E.  Da\ 
New  Yo. 

WORKERS'  COMP  IS  A  FAILURE 
—THANKS  TO  THE  INSURERS 

I agree  with  Ronald  J.  Walenta  that  1 
gal  and  medical  abuses  have  d 
stroyed  the  appropr-iate  and  well-inten 
ed  design  of  the  workers'  compensati< 
system  ("Two  ways  employers  can  co] 
with  workers'  comp,"  Readers  Repoi 
Nov.  16).  The  problem  lies  with  the  d 
fensive  posture  of  insurance  companie 
not  with  injured  workers.  Statistics  dei 
onstrate  that  less  than  207"  of  worker 
compensation  claims  are  fraudulent 
any  manner  (this  includes  medical-prac 
tioner  fraud  as  well  as  injured-work 
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Open  systems. 


Everyone  agrees  the^ 

The  idea  of  open  systems — that  comput 
should  easily  share  things  and  hasieally  beha 
like  f  riends — is  what  evervbodv  is  aiming  for. 

Still,  you  hear  lots  of  dehnitions  for  ope; 
systems,  from  many  points  of  view.  So,  on  the 
subject  of  openness,  IBM  remains  open. 

Instead  of  insisting  that  one  operating 
system,  like  UNIX,"  is  more  open  than  anoth( 
we're  for  anything  that  gets  your  existing  and 
f  uture  systems  working  together.  So  to  us,  ea( 
customer's  open  system  will  be  different,  and 
unless  your  pockets  are  incredibly  deep,  you' 
begin  with  the  systems  you  already  have. 


D 1992  IBM  Corp  IBM  and  RISC  System/6000  are  trademarks  of  IBM  Corp  The  following  are  trademarks  of  UNIX  Systems  Laboratories,  Inc  ,  Digital  Equipment  Corp .  Tandem  Computers  Inc 


od,  but  not  always  from  the  same  point  of  view. 


An  ideal  open  system  begins  with  a  plan 
ored  for  your  business  needs,  and  IBM  can 
p  you  with  it,  probably  better  than  anyone, 
r  stake  in  open  systems  goes  far  beyond  hard- 
re,  operating  systems  and  all  the  standards  we 
)port.  It  includes  the  services  you'll  need  to 
ke  everything  work. 

Call  us  and  we'll  listen  to  your  business  needs 
it,  then  we'll  get  into  computer  solutions,  present 
i  future.  After  that,  we'll  build  a  plan  for  open- 
;  things  up,  and  of  course  we'll  work  with  other 
idors — that's  what  open  systems  are  about. 

At  Republic  National  Bank  of  New  York,  for 


example,  we  built  an  open  system  that's  improv- 
ing customer  service.  Based  on  the  IBM  RISC 
System/ 6000,"'  it  works  in  close  partnership  with 
their  DEC,"^ Tandem*  and  IBM  mainframes,  on  a 
network  that  includes  both  TCP/IP  and  SNA 
protocols.  And  along  with  IBM  banking  software 
(customized  by  one  of  our  Business  Partners),  it 
runs  a  wide  variety  of  off-the-shelf  UNIX  applica- 
tions. And  we  not  only  helped  integrate  the  whole 
system,  we  provide  ongoing  service. 

We're  open  to  helping  —  — 

you,  too. To  learn  more,  call  us  E 
at  1  800  IBM  6676,  ext.  730.  = 


**rD  HAVE  TO  GO    ^  ^  ^  ^^^'^ 

Qfl  VE  A  DC  UflTUni  II         ^'^^^^  '^^^^^  without  missing 

iiiocmtf^  ^    ^    ^"^^^ '     ^°  ^^^^^ 

IfllbuINU  A  rll  1 1    I  haven't  gone  oft  the  deep  end, 
"I'm  just  making  a  point  about  the  unbelievably  high  quality 
standards  that  Motorola  Cellular  sets  for  itself. 

"The  fact  is,  they're  among  the  highest  in  the  world.  i 
"And  since  Motorola  cellular  phones  are  made  so  well  it 
should  come  as  no  surprise  that  they're  the  world's  best  sellers,  de- 
livering the  kind  of  customer  satisfaction  nobody  else  can  match. 

"Motorola.  It's  an  American  com-  jq 
pany  setting  standards  of  quality  ||||  m  ■  inf  Cf  A lin  A DIIQ 
the  whole  world  can  shoot  for  « JSHfi^^^^ 

Something  that  gets  a    MOTOnUlA  SETS  fUK  ITS 

big  thumbs  up  from  me!'       CElUIUUt  PHONES.'* 


M)  MOTOROLA 

Cellular  Telephones 


"  and  Motorola  are  trademarks  of  r  iotorola.  Inc..  ©  1992  Motorola,  Inc.  1-800-331-6456 


Technology  that  can  take  it 


(1  the  revolving,-  line  of  credit  was 
r  made  by  Westiii^house  to  the  lead 
ik.  Chemical  Bank,  or  to  ;iiiy  of  the 
vv  Ijanks  in  the  syndicate. 
1  muw  of  this  importance  would  have 
n  made  only  throufj'h  Chemical  Bank 
1  initiated  only  by  Westinji'house 
lirman  Paul  E.  Le^o,  Treasurer  Laur- 
e  Cliapman,  or  me.  No  one  at  Wes- 
ihouse  or  anyone  acting'  on  oui-  he- 
f  took  such  an  action. 

Warren  H.  Hollinshead 
Executive  Vice-President,  CFo 
Westinghouse  Electric  Corp. 

Pittsburti-h 


i  EFFECTIVE  INCENTIVE:  REWARD 
MPANIES  THAT  CREATE  JOBS 

fci'uarding  "How  tax  incentives  could 
Lii-im  the  jobless  rate"  (F]conomic 
_nils,  Nov.  28),  high  experience-based 
employment  taxes  are  significant  dis- 
entives  to  hire  workers,  especially 
nporary  and  marginal  workers.  Coni- 
nies  cannot  take  the  risk  of  giving  a 
irginal  worker  a  chance,  because  if 
}  worker  turns  out  to  be  unsuitable 
d  has  to  be  fired  or  laid  off,  the  unem- 
)yment  tax  is  a  harsh  penalty. 
The  federal  and  state  governments  re- 
ire  the  company  to  make  absolutely 
rfect  decisions  about  offering  employ- 
ixit  to  workers  and  about  future  eco- 
mic  conditions.  It  places  harsh  penal- 
is  on  those  who  don't. 
A  better  job  policy  would  be  to  reward 
mpanies  for  creating  job.s — even  tem- 
irary  ones — and  for  offering  jobs  to 
arginal  workers,  even  if  some  of  these 
orkers  turn  out  to  be  inadeijuate. 

Colin  H.  Hershey 
Planning  Dynamics  Inc. 

Pittsburgh 

HOSE  'FACTS'  ABOUT  THE  COST 

F  SERVICES  ARE  FALLACIES  

l^lan  Blinders  explanation  of  "Why 
■^the  cost  of  services  is  soaring" 
Iconomic  Viewpoint,  Nov.  16)  makes 
ime  assertions  that  appeal-  plausible  on 
,e  surface,  but  for  which  there  is  little 
isis. 

First,  his  "fact"  that  the  price  of 
)ods  and  services  reflect  the  costs  of 
•educing  them.  If  that  were  really  true, 
ition  at  Princeton  should  be  the  same 
i  at  the  nearby  junior  college;  dentists' 
ages  would  be  greater  than  those  of 
lysicians;  and  a  box  of  cereal  would 
ist  about  as  much  as  a  loaf  of  bread, 
lat  none  of  the  foregoing  is  true  is  at 
ast  as  obvious  as  the  "fact"  Blinder 
tes.  How  about  some  other  disarmingly 
mple  facts  from  economics — costs  are 
it  by  the  markets  for  inputs;  prices  are 
it  by  the  markets  for  outputs.  They 


The 

Gabelli 

Growth 

Fund 


Elizabeth  R.  Bramwell,  CPA 

President  &  Chiel  Investment  Officer 


A  diversified  mutual  fund  seeking  capital  growth 
by  an  eclectic  earnings-driven  approach. 


$1,000  Minimum  Initial  Investment 

For  a  prospectus,  please  call 

1-800-GABELU 

1-800-422-3554 


Average  Annual  Returns 
Through  g/30/g2(a) 


One  Year  +  7.9% 
Five  Year  +15.8% 
Life  of  Fund*  +16.9% 

'From  inception  April  10, 1987 


Gabelli  &  Company,  Inc.  The  Gabelli  Growth  Fund 
One  Corporate  Center    •    Rye,  New  Yorl<  10580-1435 

(a)  Average  Annual  Returns  reflect  changes  in  share  price,  reinvested  dividends 
and  capital  gains  and  are  net  of  expenses.  Investment  results  and  the  principal 
value  of  an  investment  will  vary.  The  past  performance  noted  above  does  not 
guarantee  future  results.  When  shares  are  redeemed,  they  may  be  w/orth  more  or 
less  than  their  original  cost.  The  prospectus  contains  more  complete  information, 
including  fees  and  expenses.  Read  it  carefully  before  you  invest  or  send  money 


A  MESSAGE  FOR 
BUSINESS  WEEK 
SUBSCRIBERS 

We  make  it  our  mission  here  at  Business  Week  to  provide 
an  editorial  product  that  offers  business  news  and  devel- 
opments delivered  in  an  insightful  and  timely  fashion. 
We  strive  to  find  ways  to  help  you  excel  in  your  business 
and  personal  pursuits. 

It  is  in  that  regard  that  we  sometimes  make  names  and 
addresses  of  our  subscribers  available  to  companies  with 
quality  products  and  services  of  interest.  All  prospective 
customers  for  the  Business  Week  subscriber  list  are  care- 
fully screened  and  their  offers  examined  for  suitability. 

While  we  consider  the  information  and  offers  contained 
in  these  mailings  of  use  and  benefit  to  our  subscribers, 
we  are  aware  that  some  readers  may  not  wish  to  receive 
them.  If  you  prefer  not  to  receive  mail  as  a  result  of  being 
a  subscriber  to  Business  Week,  contact  us  and  we  will 
gladly  accommodate  your  request.  If  writing,  please 
enclose  a  current  subscriber  address  label  and  mail  to: 

Business  Week 

1221  Avenue  of  the  Americas, 

New  York,  NY  10020, 

Attn:  Subscriber  Services. 
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If  you  don't 
plan  now, 
you'll  pay  later. 


If  taxes  are  going  to  take  a  large  bite  out  of  your  investment 
earnings  this  year,  why  not  start  planning  ahead  now?  Call 
today  to  learn  more  about  Twentieth  Century  Investors'  tax- 
exempt  bond  funds:  Tax-Exempt  Long  Term  and  Tax-Exempt 
Intermediate  Term.  You'll  receive  a  prospectus  and  more  complete 
information  about  our  tax-exempt  funds,  including  charges  and 
expenses.  Please  read  the  prospectus  carefully 
before  investing. 


1-800-345-2021 


P.O.  Box  419200,  Kansas  City,  MO  64141-6200 


No -Load  Family  of  Funds 


NLIKE  SOME  HOTELS, 


WE'RE  NOT  ALWAYS 


INCLINE^  TO 


P;CK  UP  AFTER  YOU. 


J    t  - 


Ar  till  lm|xrial  HotL-l,  ut-'rc 
kni>\Mi  ti)  Idok  attcT  (lur  miests 
111  way^  tiKy  rlKmsclvcs  m.iy  "/ci'loDk. 
Wlun  Wf  iiiakt  up  viHir  room,  say,  we'll 
k-.ivf  that  (.rLimpk-J-up  nunio  |ust  rht- 


vay  you  had  it.  We'll  (.vt-n  holil  on  ^  Jt 
\iliile  to  things  \ini  discard  in 


case  you  need  tliem  aj;ain  later.  At  The 
Imperial,  .inythinn  that  could  Lx-  ot  value 
to  you  IS  ot  value  to  us  —  even  a  scrap  ot 
paper.  Let's  )ust  say,  it  s  ,i  little  something 
we  might  leave  behind  tor  you  to 


remember  our  service  by. 
M  P  K  R  1  A  L    HOT  L 

1  ( )  K  -I  O 


.r>i  .iilwnii.ili.in,  icnl.iil  llir  lrii|Hn.il  ll.ik-l  I  i.kvn  OvcTsi  .In  s.ili'^  i  illi,     Inrulun  kl  KT 1  I  lis- 1  — S  1  .in  liriHss-l""!. 
,!-  '.I  (.uih'ij'HuU  l-.i\  CiJisir  iijn,  Los  .-Xn^^-k-s  Ifl  iJH)f>2^  I,.' 1  i  Im\  (2MiJv;-iin2  l(  if  a-M.-r\  .uinn^  lonMtt  llu- liiijiiiiil 

;l.     1  InkMi  U-\  lO^I^Sn  I  I  1  11    l-.i\  (()-?i<sKI  1)1      or  Kinl.Kt  voiii  iK-.iKsr  li.i\c-I  .i.m-nl  or  anv  l.ip.in  \irliiK-N  otliic- 
I  U>  i«  «  Kali  liniKTial  Houl  rtson  In  Ball,  iildoiicila,  upc'iicd  OcIolHr  1.  mi.  M:  (62)36|.54545,  Fax:  (62).«il-51545 


e.vplaiii  why  no  one  can  make  a  busines 
of  turning-  "'old  into  lead. 

Second,  Blinder  measures  manut'actu 
mix  and  ser\-ice  productivities  with  tli 
sairie  ruliher  rider — units  of  output  c 
medical  services.  Today's  ijhysical  e: 
'amination  may  take  the  same  amount  ( 
tirne,  but  it  is  more  likely  to  result  in  a 
accurate  dia^'nosis  and  a  reliable  trea 
menl.  That  should  be  cciunted  as  a  pri 
iluctivitv  ^ain, 

Michael  J.  Rot 
West  Des  Moines,  low 

FOR  ONE  LIFELONG  MEMBER, 
THE  GRAND  OLD  PARTY'S  OVER 

In  terms  of  the  Rei)ul)lican  Party  (" 
tattered  coi'  starts  thinking  about  t 
morrow,"  ('over  Story,  Nov.  and  w\ 
can  put  it  back  tofj'ether:  Why  bother'? 
was  proud  to  belong  to  this  party  sine 
the  age  of  4  (I'm  64).  but  now  it  is  hop 
lessly  discredited  by  its  fanatical  re 
gious  right.  The  tw(j  Pats,  Robertsc 
and  Buchanan,  have  left  the  stench  ( 
intolerance  hanging  over  the  party  like 
cloud  of  |)oison. 

Norman  K.  Mars 
Sault  Ste.  Marie,  Mic 

WHY  CAN'T  B-SCHOOLS 

DO  THEIR  OWN  TROUBLESHOOTING 

Any  business  school  that  needs  a  co 
sultaiit,  free  or  otherwise  ("Callir 
in  the  consultants — to  the  classroom 
The  Corporation,  No\ .  Ki),  to  revamp  i 
Mi;.\  program  does  not  deserve  to  be  c 
any  list.  What  does  the  University  i 
Texas  teach  in  its  Ml'..\  curriculum — ba 
ket  weaving? 

Robert  D.  Sadli 
K.Ml  Associat( 
Fruit  Heights,  Ut£ 

CANADIANS'  MESSAGE  WAS 
CLEAR:  'WE'RE  IN  CHARGE' 


Regarding  your  article  "Northern  di 
order"  (International  Business,  No 
M):  The  Canadian  people  rejected  tl 
Charlottetown  accord  because  the 
wanted  to  send  a  message  to  the  polii 
cians  that  the  time  has  come  for  a 
countability.  N(i  longer  do  politiciai 
have  the  freedom  to  make  accords  th; 
satisfy  their  interests.  Instead,  the  da} 
are  here  w  hen  the  electorate  is  the  bos 
and  their  interest  must  be  served, 

A.  Stavropouk 
Scarborough.  On 


Letters  to  the  Editor  should  be  sent  to  Readc 
Report,  Business  Week,  1221  Avenue  of  the  Ame 
cos,  Nev^  York,  N.  Y.  10020.  Fox:  (212)  512-446 
Telex:  12-7960,  Intl.  4998204.  All  letters  must  i 
elude  an  address  and  daytime  and  evening  tel 
phone  numbers.  We  reserve  the  right  to  edit  lette 
for  clarity  and  space. 
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from  Surf 


To  Turf 


We  don't  make  a  lot  of  the  products  you  buy. 
We  make  a  lot  of  the  products  you  buy  better. 


From  catching  a  ride  on  the  perfect  wave,  to 
amber  waves  of  grain,  BASF  is  there. 

Our  materials  are  used  to  make  sports  equipment 
like  surfboards  and  helmets.  They  also  form  the 
packaging  that  protects  computers  and 
electronics  from  wipeouts. 


By  weeding  out  weeds,  BASF  agricultural 
products  help  growers  raise  crops  that  reach  their 
peak.  We've  found  it  to  be  fertile  ground. 

For  a  free  booklet  describing  what  BASF  is  up  to 
these  days  call  1-800-669-2273.  In  improving  the 
products  you  buy,  we  cover  a  lot  of  turf. 


©  7992  BASF  Corporation. 


BASF 


ON  TRACK  WITH  THE  JAPANESE 

By  Patricia  Gercik 

Kodansha  •  241pp  •  $19.95 


WORKING  FOR  A 
JAPANESE  COMPANY 

By  Robert  M.  March 
Kodansha  •  247pp  • 


;i9 


YANKEE  SAMURAI 

By  Dennis  Laurie 
HarperBusiness 
376pp  •  $23 


9T0  5, 

JAPANESE  STYLE 


Toward  the  end  of  my  second  year 
in  Japan,  before  I  knew  what  was 
what,  I  learned  through  the  grape- 
vine that  the  English  school  where  I  was 
teaching  was  going  to  close  its  doors  at 
the  end  of  the  year.  A  few  months  later, 
I  came  in  on  my  day  off  and  discovered 
the  manager  packing  up  boxes.  He 
grinned  in  apparent  embarrassment,  and 
I  retreated,  resenting  that  he  had  never 
told  me  of  the  closing.  It  wasn't  until 
years  later  that  I  understood  the  truth: 
He  had  told  me.  Clearly,  he  knew  that 
the  grapevine  had  done  its  job.  Anything 
more  direct  would  have  been  humiliating 
for  all  involved. 

I  learned  more  from  that  experience, 
and  others  like  it,  than 
from  all  the  books  I'vp 
read  on  Japanese  culture 
and  its  avoidance  of  con- 
frontation. Until  now. 
There's  much  to  learn 
from  the  visceral  case 
studies  contained  in  On 
Track  with  the  Japanese 
A  Case-by-Case  Ap- 
proach to  Building  Siic- 
cesaful  Relationships  by 
Patricia  Gercik.  Gercik 
grew  up  in  Japan  and  is 
managing  director  of 
Massachusetts  Institute 
of  Technology's  Japan 
Program,  which  educates 
U.  S.  scientists,  engineei's, 
and  industrial  managers 
al)0ut  Japan  and  helps  l 
them  communicate  and  negotiate  with 
the  Japanese.  Gercik  presents  her  infor- 
mation through  28  case  studies  covering 
a  wide  range  of  situations. 

Many  previous  books  on  dealing  with 
the  Japanese  have  discussed  the  impor- 
tance of  trust,  long-term  relationships, 
and  the  importance  of  the  group  over 
the  individual.  Through  her  vignettes, 
Gercik  shows  all  that — and  more.  One 
thing  that  comes  through  most  strongly 
in  On  Track  is  the  emotional  and  psy- 
chological effort  involved  in  dealing, 
sometimes  unsuccessfully,  with  a  for- 
eign culture. 

This  book  is  not  for  those  with  only  a 
casual  interest  in  better  business  ties 
with  Japan.  Gercik  assumes  her  readers 
are  serious  enough  about  developing 


bonds  with  Japanese  concerns  to  be  will- 
ing to  meet  them  on  their  own  cultural 
turf.  These  vignettes,  based  on  actual 
incidents  but  with  individual  and  compa- 
ny names  changed,  are  often  sobering — 
especially  for  readers  hoping  to  find 
shortcuts.  Consider  the  tale  of  a  U.  S. 
scientist  eager  to  participate  fully  in  the 
research  at  a  Japanese  laboratory  where 
he  has  been  invited  to  work.  After  being 
repeatedly  left  out  of  the  loop,  he  real- 
izes that  he  must  first  demonstrate  his 
willingness  to  subordinate  his  interests 
to  those  of  the  group.  So  he  mops  the 
lal)  floor  for  several  weeks — and  at  last 
is  invited  to  join  the  experiment. 


Admitted' 


few  of  Gercik's  anec- 


jured  in  a  car  accident  while  on  vacatio 
must  negotiate  insurance  paymen 
from  an  uncooperative  manager  in  tl 
powerful  personnel  department. 

One  of  the  strongest  anecdotes  i 
volves  a  U.  S.  high-tech  supplier  wl 
wants  to  renege  on  a  contract  with 
Japanese  customer  without  either  ck 
ing  off  future  business  prospects  or  ca 
ing  in  the  lawyers.  As  Gercik  tells 
several  months  after  raising  the  issi 
the  American  once  again  presents  \ 
reasons  for  wanting  out  of  the  contra( 
then  listens  while  the  Japanese  custom 
state.'i  how  serious  an  offense  breakii 
a  commitment  is.  "The  room  was  silei 
Dave  shifted  his  position  in  his  chi 
slightly  and  hung  his  head.  He  conce 
trated  on  imitating  the  pained  expn 
sion  he'd  witnessed  in  Japanese  count( 
parts  when  they  were  presented  wi 
situations  of  unresolvable  conflict,  su 
den  change  of  plans,  or  an  inability 
right  a  wrong.  Now,  with  his  head  lo 
ered,  his  brow  creased,  and  his  le; 
pressed  against  the  side  of  the  cha 
Dave  revealed  through  his  posture  [1 
company's]  acceptance  of  its  responsit 


hat's  it  like 
to  be  an  A  merican 
working  for  the 
Japanese?  Here  are 
three  different  takes 


A  CASE-BY-CA 
APPROACH  T 
BUILDING  SUCaSS 
RELATIONS^'' 


(ioles  seem  a  little  too  neat.  Japanese  go- 
betweens  and  mentors,  always  willing  to 
aid  an  American  and  always  with  a  net- 
work of  contacts  at  the  ready,  pop  up 
frequently.  Rarely  does  the  American 
worker  need  the  approval  of  what,  when 
I  was  a  member  of  Tokyo's  foreign 
press,  we  called  a  "walking  nontariff 
barrier" — an  individual  who  sees  no  rea- 
son to  open  Japan's  markets. 

For  tlie  most  part,  however,  Gercik's 
case  studies  ring  true.  In  one,  a  U.  S. 
consultant  needs  to  maintain  goodwill 
while  making  it  clear  that  it's  time  for 
the  Japanese — always  avid  information 
gatherers — to  start  paying  for  what  be- 
gan as  free  presentations  intended  to 
spark  their  interest.  In  another,  a  U.S. 
employee  of  a  Japanese  company,  in- 


ity  for  the  problem."  The  impasse  is  bi 
ken,  and  a  compromise  is  reached. 

Only  occasionally  does  Gercik  lap 
into  the  sort  of  babble  about  cultur 
differences  that  makes  most  "how 
work  in  Japan"  books  so  deadly  dull.  I 
then,  however,  her  vivid  anecdotes  ha' 
let  the  reader  experience  the  substan 
behind  that  babble.  On  Track,  blissful 
free  of  pontification,  is  a  more  enjoyah 
read  than  almost  anything  else  in  tl 
genre. 

Working  for  a  Japanese  Compan 
Insights  into  the  Multicultural  Wor 
place,  which  presents  a  starker  pictu 
of  how  bad  things  can  be,  is  a  valuab 
adjunct  to  Gercik's  book.  If  you  sk 
Australian  consultant  Robert  I 
March's  blather  about  Japan's  "foreig 
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"I've  broiiglil  along  Dr.  Pilohui.  He  always 
has  a  more  optimistic  second  opinion! " 


HERE'S  OUR  ADVICE.  For  better,  long-term  financial  health, 
common  stocks  may  well  be  the  answer. 

For  long-term  growth  the  Berger  100  Fund  offers  an  ideal  vehicle 
to  dollar  cost  average  into  what  we  think  are  the  best  of  the  current, 
faster  growing  companies. 

The  Berger  101  Fund  tends  to  own  larger  companies  which  have 
reached  the  dividend-paying  stage  and  is  quite  diversified  internationally. 

Please  call  for  a  prospectus  and  stvidy  it  carefully  before  investing. 

Berger  Associates,  Inc.  •  (800)  333-1001 


The  Time 
Has  Come... 

...to  send  for  the  latest  copy  of  the 
free  Consumer  Information  Catalog. 

It  lists  more  than  200  free  or  low- 
cost  government  publications  on  topics 
like  money,  food,  jobs,  children,  health, 
and  federal  benefits. 

Don't  waste  another  minute,  send 
today  for  the  latest  free  Consumer 
Information  Catalog  and  a  free  sample 
booklet.  Send  your  name  and  address  to: 

Consumer  Information  Center 
Department  TH 
Pueblo,  Colorado  81009 

A  public  service  of  this  publication  axid  the  Consumer 
Information  Center  of  the  U  S  General  Services  Administration 
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Gbnomic  Viewpoint 


TAKE  A  WALK 

ON  THE  SUPPLY  SIDE,  BILL 


BY  PALI!  '  PA.ir,  pOREPT" 


Clinton  has  a  chance 
to  realign  the 
political  landscape — 
if  he  sticks  to  an 
agenda  of  smaller 
government.  But  if 
he  listens  to  the  tax- 
and-spend  crowd, 
he'll  be  swallowed  up 
by  special  interests 


PAUL  CRAIG  ROBERi.,  IS  CHAIRMAN 
OF  THE  INSTITUTE  FOR  POLITICAL 
ECONOMY  IN  WASHINGTON 


With  the  rest  of  the  world  engaged  in 
downsizing  government,  will  Bill 
Clinton  be  led  in  the  ojiposite  di- 
rect inn  hy  the  foterie  of  liberals  who  pei'sist  in 
theii-  belief  that  government  has  the  answers? 
If  so,  the  U.  S.  is  in  for  another  costly  hut 
cleansing  lesson  on  the  failure  of  govei'nment. 

President-elect  Clinton  claims  to  be  a  "new 
Democrat"  who  has  discarded  the  tax-and- 
spend  philosophy  of  his  party,  and  some  of 
his  supi)orters  and  advisers  believe  him.  In 
contrast,  special-interest  groups  see  him  as 
their  agent  for  renewed  plunder  of  business 
and  the  successful.  If  he  compromises  and 
pleases  both  sides,  thei'e  is  sure  to  be  a  lot  of 
wlH'el-si)inning. 

r^>()th  groups  are  ivpi'esented  on  the  li'ansi- 
tion  team,  and  in  the  interest  of  consensus,  ar-e 
touting  what  they  call  an  "innovative"  policy 
combining  the  "best  thinking  of  lilierals  and 
conservatives."  It  looks  good  on  paper  as  long- 
as  we  neglect  how  it  would  work  in  practice. 

For  example,  the  new  Democrats  would 
like  to  spur  investment  with  supply-side  incen- 
tives. Sensitive  to  the,  budget  deficit,  they 
have  conceived  a  nai'rowly  drawn  investment- 
tax  ci'erlit  and  reduction  in  the  capital-gains 
tax.  The  old  Democrats,  howevei',  want  to 
achieve  "redistributive  justice"  by  raising  tax 
rates  on  the  rich. 

These  disparate  goals  cannot  l)e  achieved 
within  the  same  tax  system.  It  is  pointless  to 
cut  the  tax  rate  on  investment  income  with  in- 
centives and  then  take  the  incentives  away 
with  higher  marginal  income-tax  rates.  The 
policies  neuti'alize  each  other. 
GOODBYE,  JOBS.  The  main  effect  would  i>e 
capital  gains  foi'  holdei's  of  municipal  bonds,  as 
the  rich  seeking  nontaxable  income  bid  up 
muni  pi'ices.  Some  middle-class  people  would 
pay  lower  income  taxes— luit  not  because  of 
"tax  justice."  The  withdrawal  of  investment 
from  taxable  activities  would  reduce  the  jol) 
opportunities  and  lower  the  incomes  of  wage 
and  salary  earners.  The  real  gainers  would 
be  municiijalities,  which  could  issue  bonds  at 
lower  interest  rates  and,  thus,  load  up  their 
communities  with  more  del)t. 

Clinton  cannot  paper  over  his  advisers'  dif- 
f(>rences  l)y  adopting  policies  from  both  cami)s. 
He  must  choose.  In  America,  redistribution 
means  only  one  thing:  Those  who  produce  in- 
come are  i)illaged  in  order  to  reward  the  sjie- 
cial  interests  that  live  off  the  federal  budget.  If 
organized  interest  groups  dominate  Clinton's 
policy,  the  government's  budget  will  grow  in 
relation  to  the  private  economy.  If  the  new 
Democrats  prevail,  the  economy  will  grow 
faster  than  the  government. 

fienerallv,  the  new  Democrats  recognize  the 


futility  of  government  programs.  Indeed,  it 
otherwise  impossible  to  reconcile  massive  e 
ucation,  social-welfare,  and  income-suppo 
budgets  with  pul)lic  schools  no  one  wants 
attend,  public  housing  no  one  wants  to  live  i 
and  what  some  argue  is  a  rise  in  poverty  ai 
homelessness. 

In  the  contest  for  Clinton's  ear,  the  polic 
oriented  new  Democrats  will  find  themselv 
at  a  clear  disadvantage.  Marshaling  facts  ai 
evidence,  they  are  acting  in  the  best  intere 
of  the  country— for  which  there  is  no  oro 
nized  constituency.  For  the  old  Democral 
any  failures  of  the  programs  are  probably 
relevant.  What  counts  are  the  institution; 
ized  interests  dependent  on  the  programs 
including  the  iilaintiffs  bar.  The  old  Democrt 
can  counter  the  ])olicy  wonks'  new  ideas  wi 
lol)l)ying. 

MORE  LOOTING.  A  compromise  would  lea 
both  factions  fi'ustrated.  It  would  be  better  f 
the  country  for  Clinton  to  go  with  one  or  t 
other.  If  he  aligns  himself  with  the  new  Derr 
crats,  he  can  l)uild  an  alliance  with  Republica 
or  appeal  directly  to  the  people,  as  Rons 
Reagan  did,  leaving  the  special  interests  isol; 
ed.  If  Clinton  wei'e  to  remake  the  politic 
landscape  in  this  way,  a  movement  would  ari 
for  repealing  Presidential  term  limits— at  les 
for  him. 

Should  Clinton  choose  to  align  himself  wi 
the  okl  Democrats,  he  will  preside  over  o; 
more  round  of  government  looting  of  the  ecc 
omy.  One  more  wave  of  odious  and  insa; 
regulations  to  appease  gi'eedy  lawyers  wi 
seven-figure  incomes,  one  more  bundle  of  pt 
lie-infrastructure  investments  to  reline  t 
pockets  of  i)()liticians,  one  more  package 
man(late(.i  lienefits  to  please  the  unions  and  e 
forcement  bureaucrats,  and  one  last  burst 
big-goverimient  activism  that  would  add  i 
to  a  cleansing  experience.  It  would  purge  ev^ 
"good  government"  types  of  any  remainii 
confidence  in  government. 

We  can  avoid  this  costly  experience.  Than 
to  George  Bush's  fumble,  Clinton  has  the  o 
l)ortunity  to  steal  the  supply-side  domesi 
agenda— just  as  Richard  Nixon  filched  t 
Democrats'  foreign  i)olicy  of  detente  with  t 
Soviet  Union  and  China.  Bush  was  deflect 
from  a  jn-o-growth  policy  by  accusations  th 
he  favored  business  and  the  rich,  just 
Democrats  could  not  court  the  Reds  i)ecau 
they  were  perceived  as  soft  on  communism 

If  Clinton  grabs  the  supply-side  agend 
he  can  preempt  Jack  Kemp's  likely  Preside 
tial  bid  in  1996  and  realign  American  politic 
His  other  choice  is  to  implement  the  big-go 
ernment  liberalism  that  will  ensure  Kem[ 
election. 
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Success  comes  in  many  varieties. 


With  their  myriad  colors 
and  shapes,  butterflies 
are  among  nature's  most 
richly  varied  species.  Rich 
variety  is  also  found  in 
the  colors,  shapes  and 
patterns  of  "Ceran "  cook- 
top  panels.  A  rangetop 
that's  proved  so  success- 
ful that  over  12  million, 
have  been  sold  world- 
wide since  1972. 


It's  hard  to  beat  butterflies 
when  it  comes  to  the  variety  of 
colors  and  shapes.  In  fact, 
some  150,000  distinct  butterfly 
species  are  found  throughout 
the  world. 

 While    not    quite  as 

diverse  as  the  butterfly,  variety 
is  also  a  key  to  the  success  of 
"Ceran"  glass-ceramic  cook- 
top  panels. 

 Cooktop  manufacturers 

and  customers  can  choose 
from  over  300  different  combi- 
nations of  colors,  shapes  and 
patterns  to  adapt  to  any 
contemporary  kitchen  design. 
"Ceran"  glass-ceramic  panels 


can  be  found  in  over  12  million 
homes  throughout  the  world, 
and  they  provide  a  handsome 
smoothtop  cooking  surface 
that's  as  tough  as  it  is  beautiful. 
Hard,  non  -  porous  "Ceran" 
glass-ceramic  panels  never 
warp,  even  with  abrupt  changes 
in  temperature.  And  they're 
amazingly  easy  to  wipe  clean. 

 "Ceran"  glass -ceramic 

panels  for  cooktops,  available 
from  Schott  America,  are  just 
one  example  of  how  Schott's 
innovative  development  re- 
sponds to  specific  needs.  In  to- 
day's world,  special  glass  helps 
keep  technology  advancing. 


 Schott  worldwide: 

50,000  products,  50  produc- 
tion facilities,  represented  in 
more  than  100  countries,  with 
over  $  1.5  billion  in  sales. 
 Schott  in  North  Amer- 
ica: 11  companies  employing 
more  than  1,800  people. 

 Would  you  like  to  know 

more  about  our  special  glass? 
Write  to:  Schott  Corporation, 
Department  B  39, 3  Odell  Plaza, 
Yonkers,  NY  10701. 

SCHOTT 

Nobody  knows  more  about  glass. 


Soil  can  erode 
at  the  rate  of  up  to 
one  inch  per  year. 
Now  a  word  about 
financial  assets. 


ixes  take  a  nibble  here.  A  nibble  there.  Then  inflation  takes  a  bite.  Little  wonder  the 
erage  financial  portfolio  gets  eaten  away  over  time.  Precisely  why  every  J.R  Morgan 
visor  offers  a  range  of  global  investment  services  to  balance  risk  and  reward.  Analysts, 
aders,  and  financial  strategists  who  focus  on  increasing  long-term  reward.  And 
merational  Planning  services  to  transfer  that  reward.  Better  still,  the  best  way  to  make  sure 
ur  assets  won't  erode  over  time  is  to  start  a  financial  relationship  that  won't,  either.  If  you 
ive  assets  of  $5  million  or  more,  call  Richard  B.Jones,  J.R  w  'r%  '\M  ^^-^g^g^ 
organ  California,  at  (213)  489-9354.  Private  Banking  J  A    iVlOI  ilcill 

York,  Wilmington,  Del  ,  Palm  Beach,  Los  Angeles.  San  Francisco.  Brussels.  Frankturt.  London,  Madrid.  Milan,  Nassau,  Pans,  Geneva,  Zurich,  Hong  Kong,  Singapore.  Tokyo 


conomic  Trends 


BY  GENE  KORETZ 


WILL  DOWNSIZING 
STYMIE  CLINTON'S 
JOB-CREATING  PIANS? 


Thouiih  hiriiiK  will  inevitably  acceler- 
ate as  the  economy  picks  up  steam, 
it  will  remain  painfully  sui)duecl  for  some 
time  to  come— even  if  the  Clinton  Ad- 
ministrati(m  adds  the  jo!>creatinjj'  stim- 
uli of  an  investment  tax  credit  and  an 
infi'astructure  rehuildiny;  prof^i'am.  That's 
the  view  of  economist  Ste])hen  S.  Roach 
of  Morgan  Stanley  &  Co. 

"Blue-collar  workers  and  hack-office 
white-collar  workers  should  do  better," 
he  says,  "but  the  new  class  of  workers 
who  have  borne  the  brunt  of  the  job 


NO  SIGN  OF  RECOVERY 
IN  MANAGEMENT  JOBS 


EXECUTIVE.  ADMINISTRATIVE, 
AND  MANAGERIAL  EMPLOYMENT 


A  PERCENT  CHANGE 

DMA  BUREAU  Of  UBOR  STATISTICS,  MORGAN  SIANIEY  S  CO.  EST 


scjueeze,  executive  and  managerial  woi'k- 
ers,  are  likely  to  remain  under  the  gim 
for  at  least  another  year  or  two." 

Roach  notes  that  the  wave  of  corpo- 
I'ate  restructuring  shows  little  sign  of 
abating.  Moreover,  his  calculations  indi- 
cate that  "the  impact  of  this  managerial 
flattening  has  l)een  staggei'ing." 

In  the  U.  S.,  some  13.5  million  work- 
ers in  i)rivate  industry  are  classified  as 
executives,  administrators,  and  manag- 
ers, and  most  are  employed  in  the  ser- 
\'ic(-  sector— the  focus  of  intensive  re- 
slnictui-ing  in  recent  years.  The  upshot 
is  that  managerial  jol)s,  which  surged 
at  a  5.()%  annual  rate  fr-om  1984  thi-ough 
1989  (chart),. have  shown  nf>  net  growth 
at  all  since  then— eliminating  about  2.25 
million  jobs  that  would  have  been  creat- 
ed if  the  earliei-  growth  trend  had  been 
maintiiij.ed. 

All  •■]  this  constitutes  a  major  chal- 
lenge 1(1  iilui'e  government  efforts  to 
reduce  labm -market  distress.  The  mana- 
gerial vicLinis  of  downsizing,  notes 
Roach,  typically  are  well-educated,  high- 


ly paid  workers,  whose  skills  are  not 
easily  transferal)le  into  the  manufactur- 
ing and  construction  industries  that  are 
likely  to  benefit  from  tax  credits  or  in- 
frastructure rebuilding.  And  their  ranks 
are  being  swollen  by  sharp  cutbacks  in 
defense  industries,  where  25%  of  the 
work  force  consists  of  managers,  engi- 
neers, and  technical  workers. 

The  result,  says  Roach,  is  that  both 
economic  growth,  which  is  highly  re- 
sponsive to  the  demand  generated  by 
high-paying  jobs,  and  employment 
gi'owth  are  likely  to  remain  restrained 
until  corporate  restructuring  has  run  its 
course.  Indeed,  the  initial  results  of  an 
American  Management  Assn.  survey  of 
1,700  companies  in  early  December  indi- 
cates "little  if  any  improvement  in  the 
bleak  job  outlook  for  middle  managers 
through  the  first  half  of  next  year." 

In  sum,  says  Roach,  "we  will  ultimate- 
ly have  a  more  productive  economy,  but 
there  is  no  instant  gratification  in  this 
tough  world  of  structural  change." 


HOW  CHILE  BUSTED 
OUT  OF  THE 
GROWTH  BASEMENT 


Only  a  decade  ago,  it  suffered  a  15% 
drop  in  gross  domestic  product  and 
a  20%  unemployment  rate.  Today,  Chile 
is  the  fastest-growing  nation  in  the 
Western  hemisphere,  with  real  growth 
in  1992  estimated  at  an  eye-popping  9%. 

The  secret  of  Chile's  success:  wide- 
spread economic  reforms  initiated  under 
the  Pinochet  dictatorship  and  continued 
after  the  transition  to  democracy  in 
1990.  The  strategy  has  included  privat- 
ization of  government  enterj)rises,  dere- 
gulation, tariff  and  tax  I'eductions,  and  a 
stress  on  export  expansion.  Perhaps 
most  important,  Chile  privatized  its  so- 
cial security  pension  funds,  enabling  the 
nation  to  finance  90%  of  its  soaring  in- 
vestment (al)out  20%  of  GDP  in  1992) 
from  its  own  savings  pool. 

Chile's  economic  policymakers  success- 
fully reduced  inflation  from  nearly  19% 
in  i!»91  to  about  13%.  today.  At  the  .same 
time,  unemployment  has  dipped  to  5% 
and  foreign  investment  has  surged.  In- 
deed, the  government  is  curi'ently  trying 
to  slow  growth  to  6%  next  year  to  keep 
the  economy  from  overheating. 

With  exports  up  from  S3.8  billion  in 
1985  to  $9.6  billion  today,  Chile  has  ex- 
p/anded  its  export  base  far  beyond  cop- 
per to  include  fruit,  fish,  wine,  and  other 
l>roducts,  and  it  now  counts  Japan  as 
its  largest  customer.  And  if  a  U.  S. -Chi- 
lean free-trade  agreement  is  negotiated 
in  the  wake  of  the  North  American  trea- 
ty, as  Pi-esident-elect  Clinton  has  i)i-om- 


ised,  the  Chileans  expect  their  export-l 
strategy  to  pay  even  bigger  dividends 
the  years  ahead. 

With  Alexandra  Himeeus  in  Santic 


THE  RECOVERY  GOES 
LEGIT:  irS  GETTING  AN 
OFFICIAL  BIRTHDAY 


On  Dec.  21,  the  National  Bureau 
Economic  Research  will  deliver 
Christmas  present  to  President-eic 
Clinton  and  the  American  people.  Tha 
the  day  on  which  the  nber's  busine: 
cycle  dating  committee,  the  group  th 
officially  designates  the  precise  beg 
ning  of  recessions  and  recoveries,  w 
hold  a  conference  call  among  its  sev 
members  to  name  the  exact  month 
which  the  past  recession,  which  began 
July,  1990,  finally  expired  and  the  i 
covery  began. 

With  the  economy  expanding  for  j 
consecutive  cjuarters  and  registeri 
2.8%  gi'owth  so  far  in  1992,  such  a  mo 
may  seem  anticlimactic.  But  the  atypii 
pattern  of  the  recent  recovery— partic 
larly  its  weak  trajectory  and  the  dear 
of  employment  growth— has  led  soi 
ol)servers  to  speculate  that  the  econor 
had  not  yet  definitively  embarked  up 
a  sustainable  expansionary  path. 

Many  economists  believe  March,  19' 
is  a  good  bet  to  i)e  named  as  the  trou 
of  the  last  recession,  though  it  could 
a  month  or  two  later,  according  to  Ge 
frey  H.  Moore,  a  member  of  the  bu 
ness-cycle  dating  group.  For  most  c 
servers,  however,  the  exact  date  of  t 
recession's  end  is  less  significant  th 
the  fact  that  the  nation's  economic  gui 
appear  confident  that  the  uptui-n  is  fin 
Iv  securely  on  track. 


AN  INVESTMENT  TAX 
CREDIT  WON'T 
BE  A  QUICK  FIX 


Though  an  investment  tax  crec 
would  bolster  capital  spending  a 
raise  productivity  over  the  long  n; 
economists  at  Goldman,  Sachs  &  C 
think  its  immediate  impact  on  econon 
growth  would  be  disappointingly  smt 
They  estimate  that  restoring  the  crec 
to  10%  would  boost  real  equipme 
sjjending  by  only  2%  and  even  less  th 
that  if  the  credit  applied  only  to  inci 
mental  investment  above  a  certain  lev 
Further,  because  imports  account  f 
50%  of  capital  goods  outlays  (other  th 
transportation),  they  predict  that  such 
credit  would  inevitably  worsen  the  r 
tion's  trade  performance. 
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Business  Outloo 


iCEMBER  28,  1992 


BY  JAMES  C.  COOPER  AND  KATHLEEN  MADIGAN 


:ONSUMERS  ARE  ON  A  BINGE  NOW— 
{UT  WATCH  OUT  FOR  THE  MORNING  AFTER 


ANOTHER  BOOM  AT 
SHOPPING  MALLS 


rhe  U.  S.  economy  is  riding  high  on  a  crest  of  better- 
looking  data.  The  main  reason:  Consumers  are  on  a 
tear.  A  buying  binge  at  yearend  is  dei)loting  in- 
jiUories  and  boosting  factory  production.  All  the  while, 
flation  remains  tame  as  a  kitten. 
But  there's  a  hitch.  Household  spending  is  racing  well 
lead  of  income.  Consumers  are  liable  to  end  up  with  a 
mgover  after  New  Year's,  and  that  could  hurt  economic 
'owth  in  the  first  half  of  1993. 

That's  what  happened  in  early  1992.  Real  consumer 
sending  shot  up  in  the  first  cjuarter  at  a  5.1%  annual 
ite,  but  it  went  flat  in  the  second  quarter.  The  result: 
rowth  in  real  gross  domestic  product  dipi)ed  from  2.9% 
)  a  sour  1.5%.  A  similar  j)attern  may  be  developing  now. 

The  latest  data  from  retailers 
are  impressive.  Sales  rose  0.4% 
in  November.  But  more  startling, 
the  Commerce  Dept.  revised  Oc- 
tober's data  up  sharply,  to  a  1.9% 
jump,  from  the  0.9%  gain  previ- 
ously reported. 

The  October  and  November 
gains  indicate  that  retailers  are 
easily  having  their  healthiest  hol- 
iday season  since  1988.  Receipts 
in  October  and  November  were 
p  7.3%  from  the  same  two  months  last  year— and  De- 
amber's  results  are  still  to  come. 

Measured  quarter  to  quarter  and  adjusted  for  infla- 
on,  the  final  three  months  of  1992  could  be  the  best 
)r  retailers  since  the  explosive  first  cjuarter  of  1992. 
'hat's  when  real  retail  sales  surged  at  an  annual  rate  of 
3.3%.  Even  if  December  sales  are  flat,  store  volume  is  on 
rack  to  post  another  10%  advance  this  (juarter  (chart). 

SHOPPERS  That  means  consumers  are  giving  fourth- 
ARE  IN  A  quarter  real  ODP  a  siza!)le  boost.  A  jump 
BUOYANT  in  retail  sales  at  that  rate  implies  a  gain 
MOOD  jj-,  overall  consumer  spending  of  about  5% 

t  an  annual  rate.  Anf!  that's  two-thirds  of  CDP. 

Because  of  the  solid  showing  fi'om  holiday  shoppers.  De- 
ember  sales  will  likely  show  a  gain,  despite  the  storm 
hat  ravaged  much  of  the  Northeast  at  midmonth.  One 
lue  is  that  early  December  sales  of  domestically  made 
ars  stood  at  a  respectable  annual  rate  of  6.5  million, 
nd  light  truck  sales  came  in  at  a  solid  4.8  million. 
In  addition,  the  bounce  in  consumer  confidence  in  No- 
ember  apparently  continued  in  December.  The  prelimi- 
lary  reading  of  the  University  of  Michigan's  index  of 
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consumer  sentiment  rose  to  91.4  in  December,  after  jump- 
ing to  85.3  in  Novembei-  from  73.3  in  October.  This  meas- 
ure of  consumer  optimism  now  stands  at  the  highest  lev- 
el since  April,  1990— before  the  recession  began. 

But  there  is  a  Grinch  lurking  in  the  cjutlook  for  early 
1993.  One  of  the  ways  this  expansion  is  different  from 
those  past  is  the  increasing  importance  of  income  and 
the  diminishing  role  of  debt.  Household  spending  cannot 
stray  from  the  growth  trend  of  income  for  very  long. 

There's  the  problem.  Real 
aftertax  income  will  probably 
rise  at  less  than  a  3.5%  annual 
rate  in  the  fourth  quarter.  That 
follows  a  slim  0.4%  in  the  third 
quarter,  when  buying  raced 
ahead  at  a  3.7%  clip.  This  split 
between  spending  and  income 
growth  suggests  that  consumers 
may  find  themselves  short  of 
cash  in  the  first  quarter. 

Households  are  raiding  their 
already-low  savings  to  finance  purchases.  Savings  as  a  per- 
centage of  aftertax  income  had  dipped  to  4.5%  in  the 
third  quarter,  and  it  apparently  is  falling  dangerously 
lower  in  the  fourth  quarter. 

Spending  could  take  another  hit  in  early  1993,  when 
workers  who  saw  a  cut  last  year  in  the  tax  withheld 
trom  their  pay  now  discover  that  they  face  a  reduced  re- 
fund or— even  worse— that  they  owe  income  taxes. 

And  the  surge  in  credit-card  use  for  holiday  shoi)ping 
means  that  plastic-toting  consumers  will  have  to  pay  off 
those  bills  in  1993.  All  this  isn't  about  to  do  the  expansion 
in,  but  it  is  likely  to  weigh  on  growth  in  early  1993. 

AS  SHOPS  What  could  offset  higher  tax  bills  and 
STOCK  UP,  skimpy  savings,  of  course,  is  faster  job 
JOBS  MAY  and  income  growth.  The  downtrend  in  in- 
GROW,  TOO  unemployment  claims  is  good  news, 

l)ecause  it  suggests  that  the  wave  of  layoffs  is  ebbing. 

Also,  hiring  and  outi)ut  might  be  benefiting  from  a 
mini-inventory  cycle,  much  like  the  one  that  occurred  in 
the  fii-st  half  of  1992.  After  rising  for  most  of  this  year,  in- 
ventories held  by  manufacturers,  wholesalers,  and  retail- 
ers fell  0.2%  in  Septeml)er  and  0.3%  in  October  (chart). 
Stock  levels  in  October  shrank  in  all  three  sectors,  drawn 
down  in  part  by  stronger  consumer  demand. 

In  fact,  stockpiles  are  extremely  thin  relative  to  de- 
mand. The  ratio  of  inventories  to  sales  dropped  in  Octolier 
to  1.49— the  lowest  level  in  nearly  four  years.  The  upshot: 
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Su^iness  Outlool 


OUTPUT  PICKS  UP 
STEAM 


Businesses  apparently  need  to  re})lenish  some  inventories, 
and  that  is  boosting'  jobs  and  output. 

I'hat  was  tlie  case  in  November.  Industrial  production  in 
the  nation's  factories,  utilities,  and  mines  advanced  0.4%  in 
the  month  followinu;  a  0.5%  <(ain  in  October  (chart).  Indus- 
try also  used  more  of  its  production  capacity.  OjjeratinjJ- 
rates  rose  to  78.9%.  from  78.7%  in  Octol)er. 

The  K'lins  in  manufacturing  alone  looked  even  l)etter. 
Factoi'y  outi)ut  jumped  0.6%  in  October  followed  by  a 
0.5%  gain  in  November.  That's  a  turnaround  from  back-to- 
back  declines  in  l)oth  August  and  September. 

The  rebound  has  been  broad. 
Output  of  consumer  goods  rose 
O.:r/o  in  November  after  a  0.6% 
increase  in  October,  and  produc- 
tion of  construction  supplies 
picked  up  as  well.  Output  of  ma- 
terials, which  accounts  for  near- 
ly 40%:  of  industrial  production, 
was  up  0.5%i  in  November. 

But  the  real  output  leader  is 
business  eciuipment,  especially 
comi)Uters.  Production  of  capital 
goods  increased  0.6%  in  November  after  jumping  1.1% 
in  ()ctol)er.  Output  of  office  and  computing  e(iuii)ment 
soared  l.(i%  in  both  months,  and  it  is  up  a  hefty  7.1%.  tf'om 
a  year  ago. 

The  problem  is  that  this  surge  is  the  result  of  a  price 
war  that  is  cutting  into  computer-industry  profits.  Howev- 
er, for  the  whole  economy,  the  gains  imply  stronger  cap- 
ital spending,  as  comi)anies  strive  to  improve  productivity. 
The  favorable  dynamics  of  the  inventory  cycle  suggest 
that  more  output  gains  are  on  the  way. 

But  the  industrial  sector  won't  get  much  help  from 
homebuilding.  Housing  starts  increased  by  a  small  1.5%  in 
November,  to  an  annual  rate  of  1.24  milli(jn.  ()ctol)er 
homebuilding  was  revised  up  to  show  a  0.2%.  gain,  instead 
of  the  l.l%i  droi)  originallv  retjorted. 
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Still,  these  are  piddling  gains,  compared  with  the  muc 
stronger  growth  posted  earlier  in  the  housing  recover; 
It's  not  that  the  housing  upturn  is  in  any  danger,  but  th 
big  gains  fueled  especially  Ijy  lower  mortgage  rates  hav 
run  their  course.  From  now  on,  the  path  of  housing  wi 
follow  more  closely  that  of  the  overall  economy. 

STOPPING  As  this  expansion  continues  to  unfoh 
PRICES  clearly  the  best  news  continues  to  com 

IN  THEIR       from  the  price  indexes.  That  was  tru 


TRACKS 


)nce  again  in  November.  Producer  pric( 


INILATION  SLIPS 
A  NOTCH  LOWER 


SERVICES 


for  finished  goods  actually  fell  0.2%  in  the  month,  pulle 
down  by  drops  in  the  prices  of  both  fof)d  and  energy. 

But  even  excluding  those  two  items,  prices  of  finishe 
goods  rose  only  a  scant  0.1%  in  November.  During  tY 
past  year,  this  core  rate  of  producer-price  inflation  stanc 
at  only  2%,  the  lowest  in  more  than  seven  years. 

Prices  are  equally  well-be- 
haved at  the  retail  level.  The 
consumer  price  index  rose  only 
0.2%.  in  November,  or  0.3%  ex- 
cluding food  and  energy.  The 
downtrend,  which  started  two 
years  agcj,  continues  to  include 
!)oth  goods  and  services  (chart), 
ci'l  inflation  will  end  1992  at 
about  3%.  And  excluding  food 
and  energy,  the  core  rate  will 
come  in  at  about  3.5%— the  low- 
est rate  for  any  calendar  year  in  two  decades. 

Inflatif)n  should  continue  to  slow  in  1993,  as  gains 
l)roductivity  hold  down  unit  labor  costs.  Indeed,  inflatic 
is  just  one  of  the  brighter  spots  in  the  most  promisir 
outlook  for  the  economy  in  five  years  (page  62).  But  b 
cause  of  only  modest  job  growth  and  coming  tax  bills,  t\ 
New  Year  may  get  off  to  a  slow  start,  since  consumers  ai 
likely  to  be  tapped  out  after  their  spending  spree  at  tl 
enfl  of  1992. 
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THi  WiEK  AHEAD 


FEDERAL  BUDGET 


Mondaii,  Lkr.  J/ 

The  U.S.  Treasury  Dept.  will  pi-obahly 
reijoil  a  budget  deficit  of  about  $40  bil- 
lion for  November,  according  to  econo- 
mists surveyed  by  MMs  International,  a 
division  of  McGi'aw-Hill  Inc.  The  gov- 


ernmenl  i)osted  a  $48.9  hil 
October  and  a  $44.7  billion 
in  Novemhci-.  1991. 

mUl  SPENDING 


ion  deficit  in 
^jtciTling  .gap 


■  ^ay,  Dec.  22,  v  -V) 
The  Commerce  Dep.  "'ill  repoi't  the  I'e- 
sults  of  iis  autumn  sin  i'  of  businesse.s' 
spending  plans  for  new  'ilant  and  eijuip- 
mtnt  in  1993.  Companies  will  probably 
i-aise  theii-  capital  l)udgels  by  a  healthy 


7%.  next  year,  a  Ijit  better  than  the  4.7% 
exi)ected  to  have  been  added  to  spend- 
ing in  1992.  However,  as  in  1992,  almost 
all  of  the  increase  will  go  foi'  equipment, 
mostly  to  improve  productivity.  Con- 
struction will  contiiuie  to  decline.  Plant 
and  equipment  spending  fell  l)v  0.8%-  in 
19!»1. 

DURABLE  GOODS  ORDERS  

['(■(liK'sihti/,  [)('(:  2.1,  !<:.)()  iliii. 

ovember  orders  for  dui'able  goods 
])  ohably  rose  by  0.8%,  says  the  MMS 
sii  vey.  That's  suggested  by  the  inci'ease 
in  '  iurable-goods  output  last  month.  New 
orders  increased  by  4.1%  in  October. 
But  that  large  gain  just  helped  slow  the 
dr;iwdown  in  unfilled  orders,  which 
slipped  anothei'  0.1%  in  October.  A  gain 


in  new  order's  may  finally  cause  an  i 
crease  in  the  backlog  foi'  the  first  tin 
in  moj-e  than  a  year. 

PERSONAL  INCOME  

Wcdiie.'iduij,  Dec.  2.],  10  u.)n. 
The  MMS  economists  project  that  pe 
sonal  income  increased  by  0.4%  in  N 
vember.  Healthy  gains  in  wages  and  s; 
aries  were  offset  by  the  absence  of  far 
subsidies  and  bonuses  to  auto  workei' 
which  helped  to  boost  income  by  1% 
October.  Consumer  spending  in  Nover 
ber  probably  rose  0.5%.  Buying  i 
creased  by  0.7%  in  October,  but  tl 
shar-p  upward  revision  to  i-etail  sales  i'( 
the  month  suggests  that  total  consumi 
demand  in  October  will  be  refigun 
much  higher  as  well. 
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RICOH  SHATTERS  THE  BARRIER 
BETWEEN  PERFORMANCE  AND  ECONOMY 


RICOH  FTS7 SO 


Ricoh  rewrites  the  rules  for  touch  screen  technology. 
Introducing  two  new  high  volume  copying  systems.  The  FT8880 
and  the  FT8780.  Each  uniquely  versatile.  Both  surprisingly  affordable. 

Ricoh's  new  high  volume,  touch  screen  copiers  are  so 
easy  to  use  that  they  make  your  entire  company  more  productive. 
And  quick.  80  copies  per  minute.  A  remarkable  5,050 
'  V  sheet  capacity  lets  you  run  far  bigger  jobs  and 

just  walk  away.  Three  paper  sources  make 
C3    it  simple  to  make  transparencies,  insert 
^  slip  sheets  anc/ add  covers.  And  finish 
the  job  with  your  choice  of  three 

 r  ,  stapling  options.  All  programmed 

tf""  instantly  at  the  touch  of  a  screen. 
f 

1      But  the  real  breakthrough  of  the 
new  Ricoh  touch  screen  copiers  is 
their  price.  Ricoh  offers  both  the 
FT8880  and  the  FT8780  for  far  less  than  you  probably  paid  for 
the  old  high  volume  machine  you're  using  now. 

So  call  us  for  a  demonstration  at  1-800-63-RICOH  ext.  1397. 

The  new  Ricoh  touch  screen.  Look  into  it. 


RICOH  FTSSSO 


THE  NAME  TO  KNOW 


KICOi 

1-800-63-RICOH 


©  1992  Ricoh  Corporation. 
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THE  FTC  VS. 
MICROSOFT 

THE  SOFTWARE  GIANT  MAY  BE  FORCED  TO  CHANGE 


b: 


ill  Clinton's  standard  stump 
speech  promised  to  improve  U.  S. 
competitiveness  by  lending  a 
hand  to  industry — particularly  the  coun- 
try's high-technology  players.  But  as  he 
takes  office,  Clinton  may  find  his  Admin- 
istration confronted  with  a  plan  to 
sharply  alter  how  the  nation's  most  suc- 
cessful software  company  does  business. 

BUSINESS  WEEK  has  learned  that  Feder- 
al Trade  Commission  investigators  have 
completed  their  30-month  probe  into  the 
business  practices  at  Microsoft  Corp. 
Their  conclusion:  The  software  giant,  led 
by  Chairman  William  H.  Gates  III,  has 
engaged  in  anticompeti- 
tive behavior.  Now,  FTC 
staffers  are  preparing  a 
wide  range  of  recommen- 
dations on  how  to  sanc- 
tion the  software  titan — 
everything  from  splitting 
the  company  into  pieces, 
to  erecting  a  "Chinese 
wall"  between  divisions, 
to  altering  the  way  Mic- 
rosoft sells  its  software 
to  computer  makers. 
CHOKEHOLD.  Any  action 
the  FT(,'  takes  is  bound  to 
be  controversial,  given 
Microsoft's  importance  to 
America's  efforts  to  com- 
pete in  high  technology. 
"Everybody  here  under- 
stands how  important 
this  industry  is  to  us,"  says  a  senior  FTC 
official.  "We  need  to  fix  this  thing  with- 
out killing  the  goose  that  laid  the  gold- 
en egg." 

Microsoft  denies  that  it  has  done  any- 
thing wrong.  But  it  won't  say  much 
more.  "We're  continuing  to  respect  the 
nonpublic  nature  of  this  investigation 
phase  of  the  FTC  process,  and  we're  con- 
tinuing to  cooperate,"  says  William  H. 
Meukom,  Microsoft's  vice-president  for 
'•;w  and  corporate  affairs.  "We  don't 
"  to  participate  in  speculation  on 
what  the  commission  might  or  might  not 
be  ''onsidering." 

lii  the  end,  the  FTC's  Bureau  of  Com- 


An  FTC 
I  report,  BW 
has  learned, 
contains  charges 
of  unfair 
competition. 
Some  staffers 
are  even 
pushing  for  a 
breakup 


petition,  which  investigates  antitrust 
complaints,  zeroed  in  on  the  hardball 
strategy  Microsoft  has  used  to  win  its 
959>  share  of  the  market  in  operating 
systems  for  Intel-based  personal  com- 
puters. In  a  250-page  report  filed  to  the 
FTC's  five  commissioners  in  early  Decem- 
ber, investigators  found  that  Microsoft 
has  maintained  its  market  dominance 
with  overly  aggressive  licensing  ar- 
rangements, and  that  the  company  has 
unfairly  used  the  stranglehold  to  gain  an 
edge  in  development  of  such  software 
applications  as  word-processing  pro- 
grams and  spreadsheets. 

And  that's  just  the 
first  of  several  sets  of 
reports  on  the  way  to 
the  FTC's  commissioners. 
Other  divisions,  including 
its  Bureau  of  Economics 
and  the  Office  of  the 
General  Counsel,  are  ex- 
pected by  yearend  to 
weigh  in  with  their  own 
recommendations  on  how 
the  FTC  should  proceed. 
The  ultimate  decision  to 
go  ahead  rests  with  the 


commissioners. 

If  they  vote  to  go  for- 
ward, they  may  move 
quickly.  Typically,  FTC 
antitrust  charges  are 
heard  by  an  administra- 
tive law  judge,  who  de- 
cides after  a  trial  whether  a  company 
has  violated  the  law.  Next,  the  commis- 
sioners review  the  ruling,  then  set  sanc- 
tions. But  agency  staffers  want  the  FTC 
to  seek  a  federal  court  injunction  bar- 
ring Microsoft  from  what  they  consider 
abusive  practices.  Such  a  court  order 
would  force  the  company  immediately  to 
change  how  it  does  business  while  the 
case  wends  its  way  through  the  adminis- 
trative proceedings.  And  that  might  take 
years.  Events  could  take  another  turn: 
Microsoft  could  convince  the  FTC  to  drop 
the  matter,  or  it  could  work  out  a  con- 
sent decree  with  the  commission. 
At  the  heart  of  the  FTC  investigation  is 
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the  way  Microsoft  sells  its  operatir 
system,  MS-DOS.  The  company  offers  ; 
makers  a  variety  of  ways  to  buy  tl 
software,  but  the  one  that  has  caug 
the  FTC's  eye  is  a  license  that  gran 
discounts  of  up  to  60%  to  computer  ma 
ers  who  pay  for  a  copy  of  DOS  for  eve; 
PC  they  ship — whether  or  not  the  ] 
comes  with  the  program.  Many  compi 
er  makers  opt  for  this  arrangemer 
which  Microsoft  calls  "per  processor" 
censing,  because  of  the  huge  discour 
But  investigators  believe  that  it  d: 
suades  PC  makers  from  buying  compc 
ing  software,  since  they  already  are  pa 
ing  for  DOS. 

'CLASSIC  SMOOTHIES.'  Ironically,  Micr 
soft  may  be  stepping  up  the  pressure  ( 
PC  makers  just  as  the  FTC  wraps  up  i 
probe.  BW  has  learned  that  for  its  ne 
version  of  DOS,  called  6.0,  due  out 
March,  some  customers  say  Microsoft 
attempting  to  redefine  "per  processoi 
to  reciuire  computer  manufacturers  n^ 
only  to  pay  for  a  copy  of  DOS  but  also 
include  it  on  every  PC  they  sell.  Industi 
executives  believe  the  plan  is  Microsoft 
way  of  thwarting  piracy  while  keepir 
rival  IBM's  OS/2  software  at  ba; 
"They're  not  just  negotiating  a  pricir 
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year  ended  June  30,  the  Redmond 
(Wash.)  software  developer  posted  earn- 
ings of  $708  milHon,  a  53?^  jump  over  the 
previous  year,  on  $2.76  bilHon  in  reve- 
nues, up  507'  .  "They  are  the  Energizer 
Bunny  on  steroids,"  says  Roger  McNa- 
mee,  a  partner  in  Integral  Capital  Part- 
ners, a  Palo  Alto  (Calif.)  technology  in- 
vestment partnership.  "They  keep  going 
and  going  and  going." 
BIG  GREEN?  Business  for  Microsoft's  ri- 
vals, meanwhile,  has  been  far  bleaker. 
Borland  International  Inc.  announced  on 
Dec.  9  that  it  would  lay  off  157'  of  its 
work  force  and  take  a  charge  of  up  to 
$35  million  this  quarter.  Lotus  Develop- 
ment Corp.,  meanwhile,  has  watched  its 
share  of  the  spreadsheet  market  decline 
from  669f  in  1990  to  5A7  in  1991,  as  a 
result  primarily  of  competition  from 
Microsoft.  "Microsoft  dominates  so 
much  of  the  landscape,"  says  Software 
Publishing  Corp.  Chief  Executive  Fred 
Gibbons,  whose  com- 
pany posted  meager 
1992  earnings  of 
$526,000  after  an  $18.1 
million  loss  in  1991. 
"It  reminds  me  of  IBM 
in  the  '60s  and  '70s — 
Big  Blue.  Now  it's  Big 


•ucture  but  reworking  the  playing 
Id  to  make  it  even  more  restrictive," 
mplains  a  PC  executive.  Microsoft  says 
has  no  such  plan  in  the  works. 
Microsoft's  troubles  may  not  end  with 
3  FTC.  A  spokesman  for  Britain's  Of- 
e  of  Fair  Trading  says  the  agency  is 
<ing  an  "informal  look"  at  the  compa- 
.  If  the  FTC  moves  against  Microsoft, 
s  British  review  is  expected  to  turn 
;o  a  full-blown  investigation.  The  Brit- 
1  probe  follows  Microsoft's  November 
cision  to  offer  a  similar  per-processor 
ensing  arrangement  to  local  computer 
ikers.  Microsoft  Ltd.  says  the  offer 
;imately  will  save  money  for  its  cus- 
mers.  Nonetheless,  says  Labor  Party 
'  Nigel  Griffiths,  Britain's  answer  to 
ilph  Nader,  the  company  "is  like  an 
i-fashioned  monopolist.  I'm  afraid 
i've  dealing  with  classic  smoothies." 


Nor  is  that  all.  If 
the  FTC  balks  at  tak- 
ing strong  steps 
against  the  software 
giant,  Microsoft's  ri- 
vals may  take  the 
company  to  court. 
Software  industry  ex- 
ecutives say  Novell 
Inc.,  the  No.  1  maker 
of  networking  soft- 
ware, has  talked  with 
Borland,  Lotus  Devel- 
opment, and  WordPer- 
fect about  sharing  the  costs  of  such  a 
suit.  So  far,  the  idea  is  still  in  the  "infor- 
mal" talks  stage,  the  executive  says. 

Microsoft's  rivals  say  they  have  good 
reason  to  seek  relief  in  their  efforts  to 
compete.  Microsoft,  long  the  juggernaut 
of  the  industry,  is  one  of  the  few  major 
players  posting  big  profits.  In  its  fiscal 


He  may  be  America's  richest 
man,  but  not  all  is  well  with 
Bill  Gates  right  now.  The  Fed- 
eral Trade  Commission  may 
tell  him  to  break  up  Microsoft. 
Rivals  are  eyeing  an  antitrust 
suit.  The  Brits  are  beefing  about 
how  MS/DOS  is  sold.  Even  a 
wicked  cartoonist,  Berkeley 
Breathed,  sees  the  bachelor 
tycoon  as  fair  game 


Green — Microsoft." 

There  may  be  one 
big  difference,  howev- 
er. The  government 
dropped  its  broad  anti- 
trust case  against  IBM, 
filed  during  the  wan- 
ing days  of  the  John- 
son Administration, 
after  14  years  of 
wrangling.  More  likely 
this  time,  the  feds  will 
take  a  rapier  to  Micro- 
soft, forcing  it  to 
make  changes  to  spe- 
cific practices  it  considers  abusive.  FTC 
staffers  may  be  gung-ho,  but  if  Micro- 
soft's rivals  want  a  legal  attack  that  will 
cripple  Microsoft,  they  may  have  to 
mount  it  themselves. 

By  Mark  Lewijn  in  Washington  and 
Kathy  Rebello  in  San  Francisco,  with 
Paula  Divyer  in  London 
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COMPUTERS 


SO  BLUE:  IBM  STOCK  HIT  A  lO-YEAR  LOW  AFTER  IT  ANNOUNCED  PLANS  TO  CUT  2S,000  WORKERS 


DOES  IBM 
GET  IT  NOW? 


Filially,  it  may  be  weaning  itself  from  the  fading  mainframe  business 


The  perfornuince  mig'ht  have  rated 
better  reviews  if  it  hadn't  seemed 
so  darned  familiar.  There  was  a 
stern  John  F.  Akers  telling  Wall  Street 
analysts  and  reporters  of  a  plan  to  "re- 
define the  IBM  Company"  so  that  it  c(juld 
finally  come  to  terms  with  the  problems 
that  have  gripped  the  computer  giant 
during  most  of  his  seven-year  tenure. 
The  plan:  shed  25,000  employees,  cut  $1 
l)illion  from  product  development  bud- 
gets, cut  $1  l)illion  fi'om  administrative 
expenses,  and  take  a  $(j  billion  charge 
against  11)92  fourth-(]uarter  earnings  to 
cover  the  terminations  and  asset  sales. 

Unfortunately,  just  a  year  earlier, 
Chairman  Akers  had  announced  a  simi- 
larly drastic  program  to  finally  turn  Big 
Blue  around.  The  idea  was  to  break  the 


company  into  smaller  units.  It  was, 
Akers  said  at  the  time,  a  "fundamental 
redefinition  of  the  company."  Wall 
Street  bought  into  the  promise,  and  by 
last  summer,  IBM's  stock  had  risen  as 
high  as  110.  Weeks  later,  things  were 
turning  sour  again.  IBM  unveiled  new 
cuts  and  a  $8.8  billion  third-quarter 
write-down.  This  time  around,  investors 
all  but  hissed  at  Akers'  Dec.  15  presenta- 
tion. That  day,  the  stock  plunged  to  a  10- 
year  low  of  56.  The  next  day,  it  sank 
below  52. 

SACRED  COW.  Yet  to  those  who  listened 
closely  to  Akers'  anguished  comments, 
there  was  the  glimmer  of  a  truly  new 
IBM.  For  once,  it  seemed,  the  chairman 
was  publicly  confronting  the  company's 
biggest  problem:  the  looming  end  of  the 


mainframe  era.  Indeed,  Akers  at  last 
taking  the  ax  to  IBM's  most  sacred  co 
Most  of  the  cuts  he  announced  i 
aimed  at  mainframe-related  divisions. 

There's  good  reason  for  that.  Ma 
frame  revenues,  Akers  admits,  will 
down  about  10'a  this  year  as  recessi( 
ravaged  customers  delay  purchases  a 
IBM  fights  a  vicious  price  war  with  Jai 
iiese  suppliers.  And  long  term,  there 
no  prospect  for  a  rebound  in  sales  of  1 
"big  iron"  that  still  contributes  50% 
IBM's  revenues  and  perhaps  60%-  of 
profit.  How  fast  will  the  business  ci 
tract?  Akers  isn't  saying,  but  Jan 
Cassell,  an  former  IBM  mainframe  exe 
tive  and  now  a  consultant  at  the  Garti 
Group,  predicts  that  by  1996  IBM  lik^ 
will  see  $18  billion  in  annual  reveni 
from  mainframes  vanish. 

To  cope,  Akers  wants  to  reinvent  I 
as  a  lean,  mean,  microcomputer-maki 
machine — very  much  like  those  snial 
guys  who  have  been  stealing  his  bi 
ness.  His  goal  is  to  change  the  IBM 
el  so  that  its  hardware  costs,  manuf 
turing  plants,  and  prices  are  in  line  w 
the  low-margin  economics  of  mic 
processors. 

GOOD  VISION.  While  he  pushes  IBM  ii 
high-growtli  software  and  professio: 
services  markets,  Akers  will  be  betti 
much  of  the  company's  future  on  cc 
puters  built  around  the  high-perf 
mance  microchip  family  that  now  pc 
ers  its  RS/6000  engineering  wo: 
stations.  Everything  larger  than 
personal  computer,  it  seems,  will  i 
RS/6000-type  chips — workstations,  A 
400  minicomputers,  mainframes,  e\ 
supercomputers.  To  help  spread  devel 
ment  costs  and  risk,  IBM  has  licens 
Motorola  Inc.  to  build  the  processors, 
attract  software  developers  to  the 
sign,  Apple  Computer  Inc.  and  Grot 
Bull  of  France  get  to  use  the  chips 
their  computers,  too. 

The  new  IBM  strategy  seems  to  be  p 
terned,  at  least  in  part,  on  compan 
such  as  Sun  Microsystems  Inc.  S 
jumped  into  the  computer  big  leagues 
the  1980s  by  focusing  on  designing 


IBW'S^E,  TROpiEP  CORE,  AMP. 


Is,    WorMfcans.  micrb- 
compw^Software 
$2.5bnii6n  DC 


APr  iCATION  BUSINESS  SYSTEMS 


nicompjjters  |  Telecommunications, 
.6  billwt  computer  networks 

9  1  REVENUES       $5.2  billion 


APPLICATION  SOLUTIONS 


y ,  Software,  consulting 

services 
I.  $2.1  billion 


Personal  computers 
$9.0  billion 


Disk  drives,  related  soffwa 
$".9  billion 


Printers,  related  software 
/  $2.1  billion 
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mil\  lit  iiiici'(i|ii'(icc'ssors  cmIIimI  Sparc 
enlisted  chipmakers  to  build  thcni  and 
vited  all  kinds  of  computer  makers  to 
;e  them.  Sun  saw  what  ll'.M  (hdn't: 
hat  counts  in  a  microprocessor-l)ased 
dustry  is  continuously  improvinjj  per- 
rmance,  continuously  declininji  costs. 
)un  has  the  vision  U'M  should  have  had 
lars  ago,"  says  Morji'an  Stanley  ana- 
st  Steven  Milunovich. 
Even  if  Akers  finally  has  come  to 
•jps  with  the  future,  can  he  make  it 
ork?  Analysts  and  former  IHMers 
■en't  so  sure.  In  six  years  of  overhauls 
id  shakeups,  they  say,  the  basic  IBM 
ilture  hasn't  changed.  "iBMers  are  pay- 
g  lip  service  to  the  idea  of  change,  but 
ere's  a  real  dichotomy  in  the  work 
rce,"  says  Joseph  M.  Adams,  director 
marketing  communications  for  Soft- 
are  Artistry  Inc.,  a  maker  of  IK.M  soft- 
are  in  Indianapolis.  Most  of  the  adven- 
rous  employees  left  in  the  first  rounds 
'  voluntary  buyouts  years  ago,  he  says. 
The  ones  that  are  left  are  by  definition 
)t  risk-takers." 

Akers  may  not  be  the  right  person  to 
ad  the  charge,  say  some  former  IBM 
nployees.  "How  can  a  guy  who  has 
;en  inside  IBM  for  30  years  change  a 
ilture  and  an  environment  when  all  [he 
lows] ...  is  the  IBM  way,"  asks  G. 
lenn  Henry,  a  former  IBM  Fellow  and 
'nior  vice-president  at  PC  maker  Dell 
amputer  Corp.  "If  you  want  to  make 
g  changes,  go  outside  and  get  a  guy 
ho  knows  what  it  is  to  compete  with 
le  outside  world."  Says  Robert  Djurdje- 
c,  president  of  Annex  Research:  "IBM 

a  ship  out  of  control." 

But  at  the  Dec.  15  meeting,  Akers 
smissed  speculation  that  he  would  stei) 
3wn  before  his  expected  retirement 
ite  at  the  end  of  1994.  He  says,  point- 
ily,  that  the  IBM  board  supports  him 
iliy. 

>SING  MONEY.  If  he  wants  to  go  out  a 
ero,  Akers  doesn't  have  long  to  remake 
iM  into  an  organization  that  can  survive 
illing  low-margin,  commodity-like  ma- 
lines.  As  the  recent  success  of  IBM  I'C 
o.'s  low-budget  ValuePoint  personal 
jmputers  shows,  the  company  is  capa- 
le  of  building  popular  machines  in  even 
le  most  cutthroat  markets.  It  just 
asn't  figured  out  how  to  make  money 
ti  the  job:  The  PC  Co.  is  now  losing 
loney,  Akers  acknowledges.  Once  it's 
fofitable,  Akers  wants  to  spin  off  the 
)mpany  and  other  units  (table). 

With  microprocessor-based  machines 
p  and  down  the  line,  IBM  will  have  to 
sarn  fast  how  to  turn  a  profit  on  those 
iwer  gross  margins.  "We're  closing  the 
3st  gap  between  PCs  and  the  high  end," 
isists  President  Jack  D.  Kuehler.  But 
fter  six  years  of  promised  turnarounds, 
5M  also  must  fill  a  credibility  gap. 

By  Joint  IV.  Verily  i»  Neir  York:  tvit/i 
tephanie  Anderson  Forest  in  Dallas 


WALL  STREET  I 


CARVING  UP 

A  VERY  FAT  GOOSE 


After  a  record  year,  Wall  Street's  bonuses  will  be  early — and  juicy 


T! 


[here's  nothing  like  a  little  prosperi- 
ty to  liven  up  the  season.  At  the 
Museum  of  Modern  Art's  Hem-i 
Matisse  exhibit,  PaineWebber  CKO  Don- 
ald B.  Marron  was  host  at  a  candlelit 
party  for  clients  and  employees.  Down- 
town, in  the  art-filled  offices  of  Donald- 
son, Lufkin  &  Jenrette  Securities  Corp., 
another  lavish  fete  toasted  a  profit-filled 
year.  "We  had  a  very  good  1992,"  says 
John  S.  Chalsty,  Donald.son's  CKo,  "and 
we  intend  to  pay  people  accordingly." 

So  do  most  others  on  Wall  Street.  Se- 
curities firms  posted  an  estimated  pre- 
tax profit  of  $6.7  billion,  besting  the  $5.8 
billion  record  set  in  1991.  Now,  it's  time 
to  spread  the  wealth  around.  With  a 


WALL  STREET'S 
PROFITS  AND  PEOPLE 


Estimated  1992  net  income 

Millions 

1992 
head  count 

DEAN  WITTER  REYNOLDS 

$190 

15,866 

GOLDMAN  SACHS 

1,000 

6,733 

MERRILL  LYNCH 

948 

39,900 

MORGAN  STANLEY 

388 

7,172 

PAINEWEBBER 

225 

13,500 

PRUDENTIAL  SECURITIES 

150 

17,000 

SALOMON 

525 

8,735 

SHEARSOH  LEHMAN 

150 

31,003 

DATA;  UPPER  ANALYTICAL.  SECURITIES  INDUSTRY  ASSN  ,  BW 

heavy  emphasis  on  performance,  the  big- 
gest dollars  will  be  paid  to  traders  and 
investment  bankers  who  pulled  in  equity 
underwriting  business.  "Our  sense  is 
that  bonuses  will  be  up  10'a  to  15'^,  with 
vast  discrepancies  between  the  people 
who  bring  in  the  business  and  those  who 
process  it,"  says  Joan  Zimmerman  of  ex- 
ecutive recruiter  G.  Z.  Stephens.  And 
since  President-elect  Clinton  may  push 
through  a  surtax  on  millionaires,  many 
firms  will  pay  those  big  bucks  before 
midnight  on  Dec.  81. 
SMOOTH  MOVE.  Goldman,  Sachs  &  Co. 
and  Merrill  Lynch  &  Co.  are  likely  to 
hand  out  some  of  the  biggest  checks. 
Goldman  earned  $1  billion  in  the  year 
ended  November,  1991,  and  a  further 
$581  million  in  the  six  months  ended  last 
May.  Analysts  believe  it  could  chalk  up 
another  $1  billion  year.  That  should  ease 
Robert  E.  Rubin's  transition  to  the  pub- 
lic sector.  The  Clinton  economic  honcho 
and  former  Goldman  co-chairman  should 


rake  in  at  least  $15  million — equal  to  his 
take  last  year. 

Merrill,  which  made  a  record  $735  mil- 
lion in  the  first  three  (juarters  of  1992,  is 
also  within  striking  distance  of  the  $1 
billion  milestone.  "Merrill  had  a  fabulous 
year,"  says  Alan  Johnson  of  GKR  Ameri- 
cas, a  recruiting  firm.  Its  biggest  bonus- 
es are  expected  to  go  to  fixed-income 
and  equity-derivatives  traders,  along 
with  equity  sales  staffers. 

The  top  brass  won't  pull  down  all  the 
big  money.  It  was  a  very  good  year  for 
mortgage-backed  securities  (MBS),  so 
such  traders  will  see  some  of  the  big- 
gest checks.  Bear,  Stearns  &  Co.  paid  its 
MBS  head,  John  C.  Sites  Jr.,  $12  million 
and  its  trader  Warren  J.  Spector  $12 
million.  MBS  trader  Howard  Rubin  col- 
lected $7  million,  says  one  headhunter. 
Yes,  that's  the  same  Rubin  whom  Mer- 
rill fired  in  1987  after  he  lost  $377  mil- 
lion in  a  single  day. 

RICH  KID.  General  Electric  Co.'s  Kidder 
Peabody  unit  rewarded  its  top  MBS  trad- 
ers as  well.  It  should:  Kidder's  MBS  divi- 
sion is  the  market-share  leader  on  the 
Street.  Kidder's  MBS  chief,  Michael  W. 
Vranos,  pulled  in  about  $5  million  in 
1992,  say  headhunters  and  competitors. 
The  31-year-old  whiz  kid  has  used  some 
of  his  riches  to  buy  a  waterfront  cottage 
in  Sweden,  which  should  please  the  new 
Mrs.  Vranos,  a  Swedish  model.  Even  so, 
some  Kidder  traders  were  disappointed 
that  bonuses  weren't  even  larger. 

W'all  Street  lavishly  rewarded  re- 
search analysts  who  helped  snag  plum 
assignments.  Gary  Goldstein,  president 
of  the  Whitney  Group,  a  search  firm, 
savs  that  compensation  packages  of 
$600,000  to  $800,000  were  common.  Oth- 
er Street  sources  say  that  bank  analysts 
Thomas  H.  Hanley  of  First  Boston  Corp. 
and  J.  Richard  Fredericks  of  Montgom- 
ery Securities  garnered  well  over 
$1  million. 

That  kind  of  money  is  always  wel- 
come. Less  welcome  are  Clinton's  tax- 
the-rich  proposals,  such  as  his  plan  to 
remove  the  corporate  tax  deduction  for 
employee  income  above  $1  million.  Al- 
though the  process  is  costly  and  disrup- 
tive, GKR  America's  Johnson  says  sever- 
al Wall  Street  firms  are  considering 
becoming  partnerships,  which  don't  pay 
corporate  income  taxes.  Until  then.  New 
York's  party  planners  should  get  a  boost 
from  1992's  hastily  paid  bonuses. 

Bi/  Leah  Nathans  Spiro  in  New  York 
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COMPETITIVENESS  I 


WHATEVER  YOU  CALL  IT, 
INDUSTRIAL  POLICY  IS  ON  THE  WAY 


Clinton's  team  will  also  play  an  aggressive  role  m  managing  trade 


The  words  "industrial  policy"  were 
a  taunt,  an  insult,  and  a  surefire 
room-emptier  during  the  Bush  Ad- 
ministration. Any  Republicans  infected 
with  the  notion  of  "picking  winners  and 
losers"  could  count  on  a  quick  trip  to  the 
White  House  woodshed.  Administration 
officials  attending  think-tank  seminars 
on  the  heretical  idea  sat  in  the  back, 
avoided  signing  in,  handed  out  no  busi- 
ness cards. 

You  guys  can  come  out  now.  Whether 
you  call  it  industrial  policy,  technology" 


intends  to  drive  the  high  priests  of 
Adam  Smith  and  David  Ricardo  straight 
out  of  the  temple.  Tyson  calls  herself  a 
"cautious  activist"  when  it  comes  to 
managed  trade.  But  in  her  latest  book. 
Who's  Bashing  Whom?  Trade  Conflict 
i>i  High-Technology  Industries,  she  ap- 
provingly quotes  Abraham  Lincoln  on 
the  need  for  change:  "The  dogmas  of 
the  quiet  past  are  inadequate  to  the 
stormy  present."  Her  preferred  method 
of  dealing  with  trading  nations  that  re- 
strict or  bar  U.  S.  exports:  aggressive 


.Several  different  perspectives,  in  ia< 
Economic  theorist  Reich,  a  lecturer 
Hai-vard  University's  John  F.  Kennec 
School  of  Government,  doesn't  mind  if 
foreign  corporation  such  as  Siemens  < 
Toshiba  Corp.  wants  to  dominate  in,  sa 
cutting-edge  electronics — as  long  as 
invests  in  America.  Rather  than  wor 
about  which  country's  flag  a  company 
flying,  Reich  says,  the  U.  S.  should  tit 
out  skilled,  creative,  and  producti^ 
workers.  That  way,  companies  will  p; 
up  for  the  privilege  of  investing  in  tl 
U.  S.  and  hiring  Americans.  "A  natior 
role,"  he  writes,  "is  to  improve  its  ci 
zens'  standard  of  hving  by  enhancii 
the  value  of  what  they  contribute  to  tl 
world  economy."  So  Reich  proposes 
policy  wonk's  field  of  dreams:  Educa 
the  workers,  and  the  jobs  will  come. 

There's  plenty  of  potential  for  confli 
between  Reich's  oneworld  view  of  coi 
petitiveness — he  calls  it  global  citize 


REICH  AND  TYSON;  PET  ISSUES 

INVESTING  The  U.S.  must  be  able  to  offer  "state- 

IN  A  less"  multinational  corporations  a 

SKILLED  well-educated,  highly  trained  labor 

WORK  FORCE       pool.  Otherwise,  multinationals  will 

simply  continue  to  seek  out  America's 

low-wage  competitors 

LEVELING  The  U.S.  shouldn't  be  afraid  to  help 

THE  PLAYING  out  its  high-tech  industries,  which  of- 
FIELD  ten  face  protected  and  subsidized  for- 

eign competition.  Support  might  in- 
clude tax  credits  for  research  or  direct 
funding  for  research  and  production 

MANAGING         The  U.S.  should  demand  reciprocal 
TRADE  lowering  of  trade  barriers,  negotiat- 

ing the  details — even  down  to  specif- 
ic market  share — when  necessary 


REICH  STRESSES  EDUCATING  WORKERS 


TYSON  TARGETS  TRADE  BARRIERS 


policy,  competitiveness  policy,  or  man- 
aged trade,  it's  suddenly  fashionable.  In 
fact.  Bill  Clinton  is  so  fond  of  the  notion 
that  government  can  steer  economic  de- 
velopment that  he  has  appointed  two 
champions  of  industrial  policy  to  top 
jobs — Laura  D 'Andrea  Tyson  to  head 
the  Council  of  Economic  Advisers  and 
Robert  B.  Reich  as  Labor  Secretan.-.  To 
drive  the  point  home,  virtually  every 
idea  ever  suggested  to  help  one  or  an- 
other U.  S.  industry  compete  was  trotted 
out  during  Clinton's  two-day  policy  rave 
in  Little  Rock  (box).  The  speeches  there 
horrified  former  Reagan  economic  advis- 
er William  Xiskanen,  who  called  them 
"special-interest  pleadings."  Democrats 
called  it  all  The  Future. 

No  one  could  accuse  Clinton  of  being 
too  cautious  with  his  second  round  of 
economic  appointments.  Universitj'  of 
California  at  Berkelev  economist  Tvson 


retaliation  against  a  wide  array  of  pro- 
tectionist practices. 

It's  all  well  and  good  to  profess  free 
trade.  That,  says  Tyson,  remains  the  ide- 
al. But  if  European  and  Asian  competi- 
tors are  picking  winners  and  losers,  that 
means  they  are  tai-geting  our  high-tech 
industries  for  failure.  "We  must  not  be 
hoodwinked  by  the  soothing  notion  that 
the  fate  of  America's  high-technologj'  in- 
dustries will  be  detei'mined  by  market 
forces,"  she  writes.  "Instead,  they  will 
be  manipulated  by  the  trade,  regulatory, 
and  industrial  policies  of  our  trading 
partner.-," 

NEW  PERSPECTIVES.  Even  some  Republi- 
cans welcome  this  economic  revisionism. 
"We've  had  a  singular  point  of  view  for 
12  years  now,"  John  D.  Ong,  chief  exec- 
utive of  B.  F.  Goodrich  Co.,  said  in  Little 
Rock.  "At  least  people  are  seeing  things 
from  a  different  perspective." 


ship — and  Tyson's  economic  nationalist 
"Clinton's  following  the  Democratic  ps 
adigm:  Rub  two  aides  together  to  g 
some  sparks,"  says  political  scientist  St 
phen  Hess  of  the  Brookings  Institutio 

The  job  of  harmonizing  conflicting  a 
proaches  within  the  Administration  lik 
ly  will  fall  to  investment  banker  Robe 
E.  Rubin,  named  to  head  Clinton's  ne 
National  Economic  Council.  Once  co 
sensus  is  reached,  much  of  the  work  > 
transforming  it  into  policy  and  law  w 
fall  to  Democratic  Party  Chairman  Ro 
aid  H.  Brown,  Clinton's  nominee  as  Cor 
merce  Secretary. 

President  Bush  was  content  to  gii 
the  undemanding  Commerce  job  to  tv 
amiable  fund-raisers,  Robert  A.  Mo 
bacher  and  Barbara  H.  Franklin.  Clint( 
promises  that  Brown's  Commerce  Dep 
"will  play  a  more  visible  and  powerf 
role,"  especially  in  the  areas  of  technc 
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(k'vel(tpment  and  exijorl  promotion, 
ut  the  President-elect  won't  rely  on 
rovvn  so  much  for  his  policy  ideas  as 
)r  his  lobbying  skills. 
Those  very  skills  threaten  to  make 
rown  Clinton's  most  controversial  ap- 
ointment.  He  has  lobbied  for  Japanese 
jmpanies  and  for  the  government  of 
)rmer  Haitian  dictator  Jean-Claude 
Baby  Doc"  Duvalier.  "If  we  are  trying 


to  develop  a  tough  new  trade  policy,  if 
we  are  going  to  get  rid  of  influence- 
peddling,  is  this  the  guy  we  want?"  asks 
Charles  Lewis,  executive  director  of  the 
Center  for  Public  Integrity,  a  nonparti- 
san watchdog  group. 

There's  a  danger,  of  course,  in  trying 
to  fit  so  many  economic  activists  under 
one  tent.  Certainly,  as  Clinton  demon- 
strated at  the  Little  Rock  summit,  he 


enjoys  the  role  of  refereeing  a  proper 
intellectual  sparring  match.  Once  Clinton 
assumes  office  and  the  stakes  become 
higher,  however,  he  just  may  find  his 
top  aides  pulling  their  gloves  off.  By 
that  time,  Clinton  will  have  to  be  ready 
to  stop  asking  questions  and  start  giving 
orders. 

By  Paul  Magnussoii  in  Washington,  with 
Douglas  Harbreclit  in  Little  Rock 


CLINTON  IS  ONE  HECK  OF  A  PROFESSOR,  BUT  CAN  HE  SELL? 


aybe  it  was  inevitable  that  Bill 
Clinton,  a  real  '60s  guy,  would 
revive  an  artifact  of  that  tu- 
multuous era.  The  first-ever  Presiden- 
tial Teach-in  on  the  Economy,  Clinton's 
two-day  Little  Rock  talkathon  with  329 
economists,  politicians,  and  business 
and  labor  leaders,  has  taught  us  much 
about  the  President-elect's  governing 
style.  If  Ronald  Reagan  was  the  Great 
Communicator,  Bill  Clinton  is  going  to 
be  the  Great  Educator. 

Business  leaders  new  to  the  Arkan- 
sas crowd  found  the  event  mesmeriz- 
ing. Part  professor,  part 
talk-show  host,  Clinton  used 
the  skills  honed  over  a  life- 
time in  politics  to  turn  an 
unwieldy  schmooze  session 
into  a  display  of  his  intellect 
and  charm.  Even  the  hard- 
est-core Republicans  among 
the  guests  were  wowed.  "I 
was  no  Clinton  supporter," 
says  Robert  Cizik,  CEO  of 
Houston's  Cooper  Indus- 
tries Inc.  and  chairman  of 
the  National  Association  of 
Manufacturers.  "But  I  had 
to  be  impressed  with  the 
man's  knowledge  of  what  it 
will  take  to  make  this  coun- 
try globally  competitive." 
DOMINATING.  That's  music 
to  the  ears  of  Clinton,  who's 
determined  to  convince 
skeptics  that  he  is  indeed  a  new  breed 
of  Democrat.  "The  nation  better  get 
used  to  this,"  says  Apple  Computer 
Inc.'s  John  Sculley,  one  of  the  Silicon 
Valley  supporters  crucial  to  Clinton's 
victory.  "'This  is  going  to  be  a  different 
President  from  any  we've  seen  in  a 
long  time." 

Indeed,  it's  impossible  to  imagine 
any  recent  President  sitting  through 
two  days  of  speeches,  ranging  from 
the  visionary  to  the  whiny  and  self- 
serving.  Clinton  not  only  endured,  he 
dominated,  somehow  managing  to  stay 
attentive  throughout. 

But  the  show  in  Little  Rock  was 
more  than  a  display  of  the  President  as 
Superwonk.  It  was  a  demonstration  of 


key  elements  of  the  Clinton  method. 

First  and  foremost  is  his  stubborn 
insistence  on  sticking  with  his  plan.  It 
got  Clinton  elected,  and  he's  not  about 
to  abandon  it  now.  The  conference 
spent  most  of  its  time  on  familiar  lit- 
anies of  the  economic  damage  wreaked 
by  12  years  of  Republican  rule.  That's 
what  Clinton  wanted  to  focus  on;  he 
wasn't  looking  for  revelations  or  even 
policy  suggestions.  Insiders  say  that  he 
has  firmly  decided  on  the  program  he 
advocated  during  the  campaign:  an  in- 
vestment tax  credit,  a  capital-gains  tax 


cut,  modest  middle-class  tax  relief,  and 
a  $20  billion-a-year  boost  in  infrastruc- 
ture spending.  Clinton  used  the  same 
strategy  to  select  his  economic  team. 
Most  key  players  are  experienced  insid- 
ers who  can  smooth  the  passage  of  his 
prepackaged  program. 

The  summit  also  gave  Clinton  a 
chance  to  show  off  his  grasp  of  policy 
details.  His  questions  displayed  an  in- 
terest in — and  knowledge  of — the  most 
arcane  issues.  His  taste  for  the  minuti- 
ae of  governing,  combined  with  his  gift 
of  gab,  makes  him  his  own  best  lobby- 
ist. As  governor,  he  enjoyed  prowling 
the  Arkansas  statehouse  during  late- 
night  sessions  to  cajole  lawmakers.  Ex- 
pect him  to  do  the  same  with  Congress. 


That's  where  his  knack  for  selling 
comes  into  play.  If  you  haven't  noticed, 
Clinton  loves  to  talk.  He  sees  his  abili- 
ty to  connect  with — and  charm — voters 
and  legislators  as  essential  to  his  style 
of  retail  politics.  "What  the  American 
people  will  see  is  his  ability  to  relate 
directly  to  others,"  says  former  Arkla 
Inc.  executive  James  L.  Rutherford  III, 
a  longtime  friend.  "That's  the  Arkan- 
sas in  him." 

Much  of  that  talk  will  be  concilia- 
tory. Facing  controversy,  Clinton  looks 
for  the  central  element  in  the  dispute 
that  everyone  can  agree  on. 
During  several  heated  sum- 
mit discussions  of  the  need 
for  deeper  entitlement  cuts 
to  reduce  the  deficit,  Clinton 
repeatedly  returned  to  the 
need  for  controlling  health- 
care costs.  "Let's  don't  get 
fixated  on  this  entitlement 
stuff,"  he  said  at  one  point. 
"We're  kidding  ourselves  if 
we  don't  do  something 
about  health  care." 
GRIDLOCK.  And  there's  the 
rub.  Clinton  has  gone  a  long 
way  toward  convincing 
American  business  that  he 
indeed  is  a  different  kind  of 
Democrat.  With  a  Congress 
controlled  by  his  own  party 
and  weary  of  gridlock,  he 
has  the  potential  for  an  ex- 
traordinarily productive  Presidency. 

But  he  takes  over  a  nation  that  faces 
serious,  ingrained  problems.  Attacking 
them  will  require  him  to  make  tough 
choices  and  build  consensus  where  only 
bitter  division  now  exists.  Clinton  has 
demonstrated  intelligence  and  charm. 
Now,  he  has  to  show  that  he  has  the 
stomach  for  the  great  fights  that  great 
accomplishment  will  require.  "Leader- 
ship and  learning  are  indispensable  to 
each  other,"  Clinton's  model,  John  F. 
Kennedy,  said  29  years  ago.  But  Clin- 
ton should  also  remember  Kennedy's 
admonition.  "It's  not  what  I  intend  to 
offer  the  American  people,  but  what  I 
intend  to  ask  of  them." 

By  Douglas  Harbrecht  in  Little  Rock 


( 
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lobbying! 


SUDDENLY,  HEALTH-CARE  PLAYERS 
ARE  READY  TO  TALK 


And  they're  taking  once  heretical  stands  in  hope  of  shaping  reform 


For  ever  so  long,  health-care  reform 
has  been  just  another  term  for 
gridlock.  Hospitals,  doctors,  and  in- 
surers refused  to  consider  any  idea  that 
would  jeopardize  their  stake  in  the  $800 
billion  medical-care  industry.  But  with 
President-elect  Bill  Clinton  vowing  to 
place  health-care  reform  near  the  top  of 
his  agenda,  industry  lobbyists, 
jockeying  for  position  in  the  de- 
bate, are  accepting  ideas  that 
used  to  be  anathema  to  them. 
"Groups  are  moving  off  long- 
held  views,"  says  Ellen  Gold- 
stein, health  policy  director  of 
the  Association  of  Private  Pen- 
sion &  Welfare  Plans.  "This  kind 
of  change  and  chaos  means  there 
is  opportunity." 

Another  name  for  opportunity 
is  "managed  competition,"  a  con- 
cept that  Clinton  endorsed  dur- 
ing the  campaign.  A  consensus  is 
building  behind  the  broad  notion 
that  employers  and  individuals 
should  band  together  into  health- 
insurance-purchasing  coopera- 
tives. They,  in  turn,  could  force 
networks  of  hospitals  and  doc- 
tors to  compete  on  price  and 
quality.  Trouble  is,  everyone  has 
a  different  idea  of  what  the  de- 
tails would  look  like.  "If  you  talk 
with  50  different  people,  you  get 
50  different  definitions,"  says 
Dr.  Robert  Graham,  executive 
vice-president  of  the  American 
Academy  of  Family  Physicians. 
STRANGE  BEDFELLOWS.  The  inev- 
italjility  of  health-care  reform  is 
prompting  lobbying  groups  to 
take  once  heretical  stands  in  the 
hope  of  molding  managed  compe- 
tition to  their  liking.  On  Dec.  15, 
for  instance,  an  unusual  coalition 
that  included  leaders  of  the  Na- 
tional Federation  of  Independent 
Business  (NFIB)  and  the  National 
Governors'  Assn.  announced  sup- 
port for  what' amounts  to  a  ta.x 
increase.  They  want  their  groups 
to  endorse  a  proposal  that  would 
disallow  deductions  for  employer 
health-care  expenses  beyond  a 
basic  benefits  package.  At  the 
same  time,  they  would  tax  work- 
ers who  opt  for  more  generous 
"average.  The  Business  Roundta- 


ble  is  also  considering  such  a  position. 

Those  who  provide  medical  care  have 
taken  equally  remarkable  positions.  The 
American  Hospital  Assn.  supports  man- 
aged-care networks  that  provide  all  of  a 
patient's  care  at  a  fixed  rate — a  sharp 
departure  from  traditional  fee-for-ser- 
vice  medicine.  Some  doctor  groups,  in- 


BIG  HEADACHES  FOR  lOBBYISTS 

HEALTH  IHSURAHCE  ASSN.  These  mostly  small  insurers 
don't  want  to  be  passed  over  by  huge  co-ops  that  would 
buy  coverage  for  individuals  and  businesses 
AMERICAN  HOSPITAL  ASSN.  For-profit  hospitals  want  their 
managed-care  networks  to  win  federal  certification 
HEALTH  INDUSTRY  MANUFACTURERS  ASSN.  Makers  of 
high-tech  medical  equipment  worry  that  government  spend- 
ing ceilings  would  stifle  innovation 
AMERICAN  MEDICAL  ASSN.  The  doctors'  group  doesn't 
want  Clinton  to  eliminate  fee-for-service  medicine 


eluding  family  physicians,  back  nationa 
spending  targets,  despite  their  concern, 
about  health-care  rationing  and  the  pros 
pect  of  reduced  physician  income.  Am 
the  Health  Insurance  Assn.,  a  group  o 
mostly  small  and  midsize  insurance  con" 
panies  that  has  staunchly  opposed  an; 
changes  at  the  federal  level,  now  want 
to  require  individuals  to  buy  coverage 
"This  gives  the  insurance  industry 
seat  at  the  table,"  notes  Stuart  J.  Brahs 
lobbyist  for  insurer  Principal  Financis 
Group. 

But  a  seat  at  the  table  will  be  just  th 
start  in  the  search  for  consensus.  Cor 
sider  the  disputes  within  the  busines 
community.  The  National  Leadership  C( 
alition  for  Health  Care  Reform,  a  grou 
that  includes  many  large  compj 
nies,  thinks  the  system  should  ir 
elude  national  spending  target 
and  fixed  payment  rates  for  pn 
viders.  Many  of  its  members 
such  as  Chrysler  Corp.,  als 
would  like  to  buy  coverage  fo 
their  workers  through  purchas 
ing  cooperatives.  That  way,  con 
panies  with  many  older  workers 
who  tend  to  need  more  medics 
care,  could  get  out  of  the  healtl 
benefits  business  altogether. 
BROKEN  RANKS.  But  Other  bus 
ness  groups  balk  at  such  me; 
sures.  Many  members  of  th 
Washington  Business  Group  o 
Health,  another  big-business  lol 
by,  believe  that  government-se 
rates  for  each  physician  servic 
would  eliminate  price  competitio 
among  managed-care  networks 
But  the  group  is  mulling  othe 
forms  of  cost  controls,  such  as 
fixed  payment  to  a  network  fc 
each  patient  cared  for.  Als( 
many  of  these  companies  woul 
prefer  to  buy  coverage  outsid 
the  purchasing  cooperative,  b( 
cause  they  would  have  more  coi 
trol  over  their  benefit  plans. 

Meanwhile,  the  NFiB,  whic 
represents  small  businesses 
doesn't  want  to  see  its  member 
required  to  provide  employee 
with  a  package  of  basic  benefits 
"A  standard  benefits  packag 
could  increase  costs  for  some  c 
our  members,"  explains  NFiB  po 
icy  analyst  Kelleen  Jacksor 
That  stance  sets  the  NFIB  agains 
many  big  businesses,  physicians 
hospitals,  and  Clinton  himsel 
Complicating  matters,  man 
lai'ge  companies  don't  share  th 
NFIB's  new  support  for  limitin 
tax  breaks  for  medical  expenses 
The  insurance  industry  is  sim 
larly  split.  Small  and  midsize  it 
surers  worry  that  purchasing  C( 
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lei'aUvi'.s  would  cliiiiiiialc  the  need  for 
iditional  insurance.  But  such  large  in- 
rers  as  cigna  Corp.  like  the  idea  be- 
use  they  see  themselves  as  leading 
anaged-care  networks.  "I  think  there 
going  to  be  a  huge  consolidation" 
.long  health-care  [jroviders  and  insur- 
s,  says  CIGNA  E.xecutivf  Vicc-F'resident 
)bert  O'Brien.  "We  are  ready  for  fiui- 
.mental  change." 


TOSI 


m  AND  THE  UAW 
IRE  MAKING  NICE 


ut  the  buyout  plan  leaves  many 
ng-term  problems  still  festering 


Stephen  P.  Yokich  was  all  smiles  on 
Dec.  14,  when  he  unveiled  a  sweet- 
ened early  retirement  deal  foi- 
;neral  Motors  Corp.'s  union  worker.'-^. 
;  a  meeting  in.  Dearborn,  Mich.,  tln' 
nited  Auto  Workers  vice-president  told 
lion  leaders  that  workers  age  62  or 
der  now  can  receive  full  pensions,  plus 
3,000  toward  a  new  GM  vehicle.  And 
me  younger  workers  can  bow  out  and 
art  new  careers  without  forfeiting  pen- 
)n  benefits,  as  they  had  to  do  before. 
The  arrangement  is  the  first  tangible 
gn  of  union-company  cooperation 
med  at  reversing  the  auto  maker's 
assive  losses  in  North  America.  That's 
dramatic  turnaround  from  last  sum- 
er,  when  a  series  of  local  strikes  and 
reatened  walkouts  tied  GM  in  knots. 
it  while  the  move  eases  the  immediate 
iction,  it  by  no  means  eliminates  the 
ng-term  issues  that  must  be  resolved 
hen  the  UAW's  auto  industry  contracts 
:pire  next  September.  The  two  sides 
ill  must  find  a  way  to  accommodate 
!W  rounds  of  job  cuts  that  many  ob- 
rvers  believe  will  be  needed  to  make 
e  No.  1  auto  maker  competitive  again, 
lys  Yokich  of  GM's  shrinkage:  "You've 
)t  to  be  a  realist  about  it." 
OES  REMAIN.  The  goal  of  the  early  re- 
•ements,  which  GM  and  the  UAW  have 
■en  negotiating  for  months,  is  to  help 
orkers  losing  their  jobs  because  of 
rger-than-anticipated  cuts.  Under  the 
irrent  contract,  GM  pledged  $3.35  billion 
pay  the  wages  of  laid-off  workers, 
at  because  of  lagging  auto  sales  and 
A's  plan  to  slash  54,000  blue-collar  jobs 
r  1995,  the  funds  ran  down  more  quick- 
than  expected.  They're  now  down  to 
billion  and  might  have  run  out  soon  if 
)thing  had  been  done.  So  the  UAW 
?reed  to  tap  $450  million  that  hasn't 
^en  spent  of  a  fund  set  aside  under 
le  contract  for  job  training.  The  money 
ill  pay  for  the  new  early  retirement 
■ograms,  which  some  10,000  workers 


.Nowhere  else  is  the  tension  as  great 
as  among  doctors.  The  American  Medi- 
cal Assn.  wants  to  make  clear  to  Clinton 
its  unalterable  Ojiposition  to  spending 
targets  and  controls  on  physicians'  fees. 
But  some  groups  of  specialists  fear  the 
conse(}uences  of  that  kind  of  intransi- 
gence. "It  cuts  them  out  of  the  discus- 
sion early  on,"  says  Graham. 

No  group  in  the  health-care  industry 


can  afl'oi'd  that.  The  players  in  the  de- 
bate on  health-care  reform  realize  that 
being  at  the  table  is  critical  because  the 
devil  will  be  in  the  details  of  managed 
competition.  And  they  realize  that  before 
the  debate  is  over,  they'll  have  to  make 
a  lot  of  bargains  that  until  recently 
seemed  positively  unthinkable. 

/)//  Siisini  B.  Garldud  in  Wnsliiiigtoii, 
icilh  Tim  Sum  ft  iii  Xcir  Ihircii 


UAW  VICE-PRESIDENT  YOKICH  HAS  BEEN  BUSY  EXPLAINING  THE  DEAL  TO  LOCAL  UNION  LEADERS 


may  accept  between  now  and  March. 

This  leaves  plenty  more  work  for  the 
I  AW.  Analysts  figure  GM  will  lose  $4  bil- 
lion in  North  America  this  year,  which 
means  GM  President  John  F.  Smith  Jr. 
remains  under  pressure  to  cut  costs  fur- 
ther. Some  analysts  think  he  must  close 
more  plants  and  lay  off  more  workers. 
They  point  primarily  to  the  company's 
parts  division,  which  is  even  less  compet- 
itive with  rivals  than  are  its  assembly 
plants.  GM  officials  say  they  hope  to  sell 
or  drop  about  14'/!  of  the  unit,  which 
employs  68,000  UAW  members.  Most  like- 
ly to  go  are  components  with  little  stra- 
tegic competitive  value,  such  as  horns 
and  axles.  But  "I  don't  know  if  GM  can 
find  any  willing  buyers,"  says  Maryanne 
Keller,  an  analyst  at  Furman  Selz  Inc. 

Absent  a  sale,  GM  might  shut  money- 
losing  parts  plants,  which  could  throw 
thousands  more  UAW  members  out  of 
work.  That's  why  job  security  looms  so 
large  in  next  year's  contract  talks.  The 
l.'AW  will  fight  hard  to  keep  the  lucrative 
income-security  provisions  it  won  last 
time.  But  with  GM  struggling  to  fund 
desperately  needed  new  products,  the 
company  argues  that  it  can't  afford  an- 
other $4  billion  commitment. 

The  UAW  also  will  resist  G.M's  efforts 
to  abolish  a  contract  clause  that  calls  for 
rehiring  one  laid-off  worker  for  every 


two  who  retire  or  leave  for  oilier  rea- 
sons. In  fact,  gm's  desire  to  do  away 
with  the  requirement  stretched  out  the 
talks  over  the  new  retirement  program 
for  weeks.  But  Yokich  refused  to  budge, 
mostly  because  limiting  attrition  is  one 
of  the  few  levers  the  t'.\w  has  to  slow 
gm's  shrinkage. 

Health-care  costs  are  the  other  re- 
maining point  of  contention.  CM  spent  a 
staggering  $3.4  billion  last  year  on  em- 
ployees' medical  bills,  or  $i)29  a  car.  In 
August,  the  company  said  it  would  slash 
benefits  for  white-collar  workers.  If  the 
company  can't  wring  similar  concessions 
from  hourly  workers,  it's  certain  to  an- 
ger white-collar  ones.  But  the  UAW  has 
seldom  given  in  on  health  benefits,  and 
union  officials  promise  that  they  won't 
this  time  around. 

Yokich  and  Smith  clearly  have  decided 
to  forge  a  marriage  of  convenience. 
They  meet  regularly  and  seem  to  have 
established  a  working  relationship  that 
the  two  sides  lacked  for  the  past  two 
years.  Smith  plans  to  close  gm's  execu- 
tive dining  room  as  a  goodwill  gesture  to 
workers.  And  he  even  has  agreed  to  an 
unusual  meeting  with  300  UAW  leaders 
early  next  year.  Yet  with  all  the  tension, 
it's  hard  to  see  how  Yokich  can  keep  on 
smiling  all  the  way  until  September. 

By  David  Woodruff  in  Dettvit 


DEAISI 
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FOUND:  A  SUITOR  WHO 
SUITS  TINY  ROWLAND 


For  a  cash  infusion,  Lom'ho's  choosy  chief  picks  an  unknown 


In  his  three  autocratic  decades  at  the 
hehii  of  Lonrho  PLC,  Chief  Executive 
Officer  Roland  W.  "Tiny"  Rowland 
never  has  failed  to  surprise.  Lately,  for 
instance,  Rowland  has  listened  politely 
to  proposals  for  badly  needed  cash  infu- 
sions for  Lonrho  from  such  powerful 
outfits  as  Malaysian  resorts  owner  Gent- 
ing  and  South  African  mining  conglom- 
erate Gencor  Ltd.  Then,  out  of  the  blue 
in  early  December,  Rowland  announced 
he  instead  would  sell  at  least  half  of  his 
157'  stake  in  Lonrho — and  perhaps  all  of 
it — to  a  little-known  German  property 
developer  named  Hans  Dieter  Bock. 

Rowland's  decision  to  accept  $77  mil- 
lion from  Bock,  a  53-year-old  lawyer  and 
tax  consultant,  is  supposed  to  ensure  an 
orderly  transition  at  the  London-based 
conglomerate.  "Believe  me,"  Rowland, 
75,  wrote  in  a  letter  to  shareholders, 
"it's  only  my  age  which  occasions  this." 

It's  true  tiiat  Bock,  who  also  agreed  to 
pay  an  additional  $130  million  in  a  new- 
share  issue,  could  be  running  Lonrho  by 
1995.  That  year.  Bock  can  exercise  an 
option  to  buy  the  rest  of  Rowland's 
stake,  which  would  give  him  control  of 
2.5' '  of  the  company.  Yet  with  the  deal, 
Rowland  may  be  signaling  a  radical 
overhaul  of  the  $5.5  billion  Lonrho.  Bock 

is   now   likely  to   move  ,  

onto  the  board  and  accel- 
erate a  sale  of  assets  that 
in  the  past  year  has 
raised  $850  million. 

Lonrho  badly  needs  the 
money.  The  worldwide 
economic  slowdown  has 
hammered  metals  prices, 
hurting  profits  at  the 
company's  platinum  and 
rhodium  mines  in  South 
Africa.  The  recession  also 
has  cut  into  business  at 
its  Princess  hotel  chain  and  cut  advertis- 
ing in  its  British  newspaper.  The  Obserr- 
cr.  Even  the  drought  in  Africa  hurts 
Lonrho,  since  it  owns  huge  farms  there. 
The  result:  Lonrho's  earnings  for  1992, 
ended  Sept.  30,  fell  617  to  $122  million. 

The  Frankfurt-based  Bock  is  well 
aware  of  the  problems.  Bock  has  known 
Rowland  for  only  a  few  months,  but  has 
been  studying  the  company  for  years, 
his  spokesman  says.  He  was  sold  on  the 
idea  of  investment  in  Lonrho  by  Row- 
land's stunning  sale  of  a  one-third  inter- 


est in  Lonrho's  British  hotel  chain  to  the 
Libyan  government  last  spring.  That 
deal  knocked  down  Lonrho's  stock,  con- 
vincing Bock  that  Lonrho  was  a  trove  of 
undervalued  treasures. 

To  gain  access  to  the  riches.  Bock  had 
to  win  over  Rowland.  No  easy  job,  that. 
In  late  1988,  Rowland  scared  off  Asher 
B.  Edelman,  the  U.  S.  corporate  raider. 
The  next  year,  Australian  Alan  Bond, 
who  once  held  207  of  Lonrho,  was  sent 
packing.  Recently,  Rowland  turned  aside 


up  a  comiKiny  he  iniilt  up  o\  ei'  30  years 
says  Michael  Gatenby,  vice-chairman 
Charterhouse  Bank  Ltd.,  which  stru 
tured  the  deal.  Yet  Bock,  who  declin( 
an  interview,  may  be  hard-pressed  to  r 
sist  the  challenge.  He's  no  stranger 
buying  properties,  largely  through 
Frankfurt  holding  company,  Advan 
Management.  Bock  will  finance  h 
Lonrho  deal  via  the  Netherlands-bas( 
Laerstate,  which  he  owns  outright. 
BAG  MAN.  But  Bock  bears  none  of  tl 
outward  trappings  of  a  tycoon.  Whi 
Rowland  loves  to  jet  out  in  his  Gu 
stream  to  cut  deals  with  heads  of  Af 
can  states,  Bock  eschews  the  limelig 
and  prefers  commercial  flights.  At  tl 
London  meeting  to  clinch  the  Lonrl 
deal,  attendees  say.  Bock  carried  his  p 
pers  in  a  plastic  shopping  bag. 

The  deal  has  stirred  up  big  troub 
among  Lonrho's  shareholders,  who  a 


FADING  LONRHO 


ROWLAND  AND  BOCK:  ONE  IS 
FLASHY,  THE  OTHER  ISN'T,  BUT 
BOCK  IS  THE  RIGHT  AGE,  HAS 
THE  RIGHT  EXPERIENCE,  AND 
HIS  MONEY  ISN'T  SOUTH 
AFRICAN  OR  CHINESE 
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Genting    and  Gencor. 

Now,  Rowland  has  set- 
tled on  Bock.  Why?  "He 
has  brains,  a  proven  busi- 
ness ability,  and  is  the 
right  age,"  says  Paul 
Spicer,  a  Lonrho  director. 
Besides,  Rowland  wanted 
to  ensure  a  European  focus  for 
Lonrho — which  doomed  the  idea  of  a 
Genting  or  Gencor  deal.  "We  had  to  ask 
whether  we  wanted  to  be  owned  by  the 
Chinese  or  the  South  Africans,"  says 
Spicer.  Bock's  hotel  experience  also  is 
valuable  to  Rowland.  Bock  owns  507  of 
the  Kempinski  hotel  chain  and  has  devel- 
oped hotels  throughout  the  world. 

Those  close  to  Rowland  say  the  deal 
with  Bock  doesn't  signal  a  quick  disman- 
tling of  Lonrho.  "He  wouldn't  turn  over 
the  reins  to  someone  who  would  break 


angry  that  Rowland  is  selling  his  shan 
to  Bock  at  a  457-  premium  to  its  rece; 
trading  price.  Since  the  announcemer 
shares  have  dropped  107,  to  $1.1 
"Someone  in  a  fiduciary  capacity  shou 
not  have  struck  this  deal,"  says  Jeffrt 
Rosenberger,  managing  director  of  CI 
ver  Capital  Management  Inc.  in  Roche 
ter,  N.  Y.  Another  investor  says  he  mi 
try  to  recruit  dissidents  to  force  chang( 
at  the  company. 

A  shareholder  uprising  would  leai 
Bock  caught  between  angry  investo: 
and  his  patron,  Rowland.  Unless,  i 
course,  the  mercurial  Rowland  sours  c 
Bock.  Still,  the  Rowland  era  at  Lonrl 
looks  to  be  drawing  to  a  close.  The  que 
tion  now:  What  surprises  does  the  my 
terious  Bock  have  in  store  for  Lonrho 

By  Richard  A.  Melcher  in  London,  wi. 
Joltn  Templeman  in  Bonn 
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Scientists 

jdi/ people  tue  d 
mere  J%  of  their 
iiiLiiiKi  eapaeity. 


(A    Human  Brain.) 


It's  things  like  our 
Ten-Minute  user  guide, 
and  just-plain  common 
sense  page  layouts 
which  make  day  runner 
personal  organizers 
the  easiest  way  to  get 
your  life  in  order. 
There's  no  thick  manual 
to  master,  or  boring 
seminars  to  attend. 
Because,  heck,  we  fig- 
ure you've  got  enough 
ON  your  mind  as  it  is. 


(A  Human 


Day  Runner.) 


Fortunately 

for  yoii,  oiirjyj- 
teiii  LI  pretty  luiieh 
of  a  iio-hrauier 


PERSONAL  ORGAN  IZERS 

At  njfia- pn'Aic  t.  (kpaiinu-nl.  ,iiii> .'fvaalty  .it.'rc.i.  SOO  bJ^-^'t-i-i.  CdiiaAi.  XOO  hhfl-i''i^.  ©1991'.  Day  Ruitiur.  In, 


Commentarv/by  Judith  H.  Dobrzynski 


ACTIVIST  BOARDS,  YES.  PANICKY  BOARDS,  NO 


For  denizens  of  America's  corner 
offices,  1992  turned  out  to  be  a 
wonisome  year.  Confronted  by 
poor  financial  results  and  angry  share- 
holders, directors  at  several  companies 
made  quick  work  of  ejecting  the  chief 
executive.  General  Motors,  Digital 
E(juipment,  and  American  Express 
were  the  splashiest  examples.  As  the 
troubles  grew  at  IBM,  Citicorp,  and 
Westinghouse  Electric,  to  name  a  few 
others,  the  media  put  those  companies' 
CEOs  on  a  "death  watch," 
speculating  about  how  long 
they  would  keep  their  jobs. 

Great,  right?  Boards  of 
directors  finally  are  getting 
the  message.  They  are  wak- 
ing up  to  their  real  duty, 
which  is  to  watch  out  for 
the  interests  of  sharehold- 
ers, rather  than  those  of 
their  buddies,  the  CEOs. 
RESTRAINTS.  But  wait  a  min- 
ute. There's  reason  to  won- 
der if  some  directors  are 
getting  the  message  mud- 
dled. Are  they,  on  occasion, 
pushing  the  panic  button  a 
bit  too  soon?  Their  behavior 
calls  to  mind  Dorothy 
Parker's  famous  put-down 
of  Katharine  Hepburn,  who, 
she  said,  "ran  the  whole 
gamut  of  emotions  from  A 
to  B."  Shouldn't  directors 
have  more  in  their  reper- 
toire than  doing  nothing  or 
lowering  the  boom  on  the  CEO? 

The  all-or-nothing  behavior,  in  fact, 
represents  board  failure,  not  success. 
"If  a  board  over  time  doesn't  do  the 
work  that's  necessary  to  understand 
the  business,  it  has  no  other  option  but 
to  change  the  CEO"  when  things  go 
wrong,  says  New  York  attorney  Mar- 
tin Lijjton.  Yet  the  fear  of  such  precipi- 
tous action  by  directors,  over  time, 
might  damage  U.  S.  competitiveness, 
simply  because  it  could  inhibit  a  CEO's 
willingness  to  chance  risky  ventures. 
"You  kill  the  entrepreneurial  spirit," 
Lipton  argues.  You  may  also  foster  a 
liunker  mentality,  destroying  the  will- 
i;,,uness  of  CEOs  to  listen  to  disgruntled 
.■•iu:ivholders  early  on.  lest  the  wrong 
be  sent  to  others. 
■'  .  be  clear  on  one  thing:  The  job 
of  ■  !•.•.  isn't  a  tenured  position.  For  too 
loii^i-,        has  been  the  unfortunate  re- 


ality at  most  corporations.  Boards  have 
done  too  little  to  make  executives  ac- 
countable, and  CEOs  haven't  had  to 
worry  much  about  their  performance. 
As  activist  shareholders  apply  pressure 
to  poor  performers,  however,  the  atmo- 
sphere is  changing.  But  some  directors 
appear  to  be  overreacting. 

One  story  says  a  lot  about  the  super- 
charged environment.  In  November, 
representatives  of  the  California  Public 
Employees'  Retirement  System  aired 


their  complaints  to  Westinghouse  CEu 
Paul  E.  Lego.  They  also  told  Lego  they 
wanted  to  meet  with  outside  directors, 
including  Frank  C.  Carlucci  IH,  vice- 
chairman  of  Carlyle  Group.  Within 
days,  Carlucci  "offered,  through  an  in- 
termediary, to  resign  from  the  board," 
says  Richard  H.  Koppes,  CalPER-S'  gen- 
eral counsel.  "Our  request  to  meet  him 
was  interpreted  as  we  were  targeting 
him."  CalPERS  merely  wanted  to  talk  to 
Carlucci,  who  couldn't  be  reached  for 
comment. 


Directors  shouldn't  mount 

a  boardroom  coup 
every  time  shareholders 
start  pressuring  them 


Such  incidents  would  be  laughable  if 
they  weren't  so  important.  But  there's 
a  great  deal  of  unhappiness  with  the 
way  U.S.  corporations  are  governed. 
There  are  also  a  lot  of  bad  ideas  for 
reforming  the  American  system — such 
as  attempting  to  adopt  a  Japanese  or 
German  model,  where  banks  or  partner 
corporations  provide  accountability. 
Neither  offers  the  dynamism  or  capi- 
tal-raising capabilities  of  the  U.  S.  sys- 
tem. And  neither  protects  the  small 
shareliolder. 

Q&A  TIME.  The  U.  S.  need 
not  sacrifice  these  attri- 
butes, particularly  since  re- 
cent changes  to  the  proxy 
process  by  the  Securities  & 
Exchange  Commission  have 
freed  shareholders  to  take  a 
more  active  role.  But  it's  im- 
portant that  the  ferment  in 
Corporate  America  improve, 
not  just  change,  how  corpo- 
rations are  governed.  Both 
logically  and  legally,  direc- 
tors are  the  key.  Yet  if  ev- 
ery time  they  feel  pressure 
from  shareholders  they— 
and  the  CEO — start  to  worry 
about  a  boardroom  coup, 
the  system  is  in  trouble. 

What  shareholders  and 
boards  want  to  achieve  is 
i letter  long-term  financial 
performance.  To  do  that,  di- 
rectors must  put  in  more 
time  monitoring  manage- 
ment— all  the  time,  not  just  when 
there's  trouble.  This  isn't  micromanag- 
ing;  it's  knowing  when  to  ask  ques- 
tions and  what  the  right  questions  are. 

Given  the  state  of  board-CEO  dynam- 
ics, getting  from  here  to  there  will  take 
time.  Directors  can  start  by  taking  con- 
trol of  the  nominating  process,  by  de- 
manding more  information  about  busi- 
ness strategy  and  conditions,  by 
naming  a  chairman  distinct  from  the 
CEO  or  a  lead  outside  director,  by  meet- 
ing with  shareholders  on  occasion — in 
short,  by  guarding  their  independence. 

Maybe  the  boards  in  the  headlines 
tried,  but  failed,  to  change  each  corpo- 
ration's course  without  changing  the 
CEO.  Maybe  it  was  just  too  late  for 
that.  But  directors  at  other  companies 
shouldn't  get  the  wrong  message:  Mov- 
ing from  feeble  to  ferocious  in  a  single 
step  isn't  the  way  to  go. 
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"Some  of 


Susan  Pacheco-Baker, 
Ford  Mechanical  Engineer 


loyees." 


Because  our  employees 
are  customers  too,  they 
want  the  same  thing  in  a  car 
or  truck  as  you  do.  So  at 
Ford  Motor  Company  we 
encourage  everyone,  in 
every  area  of  the  company, 
to  share  their  ideas.  And  it's 
this  kind  of  thinking  that  has 
resulted  in  vehicles  like  our 
Ford  Explorer  having  one 
of  the  highest  customer 
satisfaction  ratings  in  the 
industry.  People  know  a 
good  idea  when  they  see  it. 


Illlli 


UIIM 


Buckle  up-Together  we  can  save  lives,  I 
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THE  ROSE  BOWL  MAY  HAVE 

TO  PUHT  TO  THE  PRIVATE  SECTOR 


F'ading  fast,  the  city-run  stadium  considers  hiring  a  management  firm 
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UN-ROSY  RESULTS 


0.5 


-0.5 


ROSE  BOWL  FUND 

INCREASE  OR 

DECREASE  FROM 

_  OPERATIONS 

FISCAL  YEARS  ENDED  JUNE  30 

that  accompany  the  bowl's  major  events, 
the  stadium  is  limited  by  city  ordinance 
to  a  mere  12  dates  a  year.  Of  those,  five 
are  University  of  California  at  Los  An- 
geles football  games  that  last  year  sad- 
dled the  stadium  with  a  loss  of  almost 
$100,000  a  game.  By  contrast,  the  Colise- 
um— 15  miles  away,  in  the  inner  city — 
hosted  32  major  sporting 
events  last  year  along 
with  a  raucous  Cinco  de 
Mayo  festival,  two  con- 
certs by  rockers  U2,  and 
11  other  spectacles. 

Pasadenans  aren't  ea- 
ger to  be  known  as  a 


urn  lost  a  total  of  $280,000  over  the  thre^ 
fiscal  years  ended  June  30,  1991,  afte 
averaging  annual  operating  profits  o 
nearly  $1  million  for  the  previous  si: 
years.  Most  of  the  profits  came  in  th 
three  years  when  the  stadium  hoste^ 
two  Super  Bowls  and  some  1984  Olympi 
events.  In  those  fat  years,  the  city  s 
phoned  off  as  much  as  $656,000  annual! 
to  maintain  nearby  Arroyo  Park.  Thi 
year,  the  park  will  get  a  mere  $7,38 
from  the  Rose  Bowl. 
SEAT  SACRIFICE.  Things  could  get  wors 
down  the  road  without  a  new  source  o 
money,  worries  city  council  member  Wi 
liam  Thomson,  who  is  leading  the  driv 
to  bring  in  a  private  operator.  The  NF 
required  the  Rose  Bowl  to  build  an  $1 
million  press  box  before  awarding  it  Si 
per  Bowl  xxvii.  And,  Thomson  sayj 
about  $50  million  worth  of  improvement 
are  on  a  "wish  list,"  including  a  ne\ 
lighting  system,  the  widening  of  entr 
tunnels,  and  the  replacing  of  aluminur 
benches  with  seats  that  have  backs.  T 
get  the  1994  World  Cup  soccer  finals 
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t  s  the  bowl  game  that  bills  itself  as 
the  "Granddaddy  of  Them  All."  But 
on  Jan.  1,  when  the  Huskies  of  the 
University  of  Washington  line  up  to  take 
on  the  University  of  Michigan  Wolver- 
ines in  the  79th  annual  Rose  Bowl,  offi- 
cials in  Pasadena,  Calif.,  could  be  nurs- 
ing the  grandmother  of  all  headaches. 
Nestled  in  the  foothills 
north  of  Los  Angeles,  the 
city-owned  stadium  is 
fast  becoming  a  101,000- 
seat  white  elephant. 

Home  to  the  only  ma- 
jor bowl  game  without  a 
corporate  sponsor,  the 
stadium  has  lost  money 
in  three  of  its  last  four 
years.  It  made  a  scant 
$19,000  last  year  only  by 
refinancing  its  debt,  and 
this  fiscal  year  it  will 
make  just  a  few  dollars 
more  by  hosting  the  Na- 
tional Football  League's  Jan.  31  Super 
Bowl.  But  it's  likely  to  be  several  years 
before  the  Rose  Bowl  gets  another  shot 
at  pro  football's  championship  game. 
Now,  girding  for  competition  from 
newer,   spiffier   stadiums   around  the 
country,  the  Pasadena  City  Council  is 
contemplating  hiring  a  management 
firm  to  run  the  storied  football  palace. 

Although  the  track  record  of  privately 
run  stadiums  is  decidedly  mixed,  there 
would  be  no  shortage  of  companies  will- 
ing to  take  on  one  of  America's  best- 
known  stadiums.  "It  helps  a  lot  that  thr 
Rose  Bowl  has  a  very  prestigious 
name,"  says  a  spokesman  for  SMG,  a 

Philadelphia-based  facility  management  'anuary-s  game:  genteel  pasadena  prefers  the  gridiron  over  heavy  metai 

group  that  has  run  the  Los  Angeles  Me- 
morial Coliseum  &  Sports  Arena  for  the 
])ast  five  years.  This  year,  the  L.  A. 
sports  complex  tripled  its  operating  in- 
come, to  $3.5  million. 
ROCK  SHOCK.  Some  changes  will  have  to 
be  made  before  the  Rose  Bowl  can  post 
tho.se  kind  of  results.  The  stadium  sorely 
needs  a  professional  team  as  its  anchor 
tenant.  But  the  area's  two  NFL  clubs,  the 
Rams  and  the  Raiders,  already  have 
■'lea Is  elsewhere,  though  Raiders  owner 
.A^  Davis  might  leave  the  Coliseum  for 
ihe  right  price. 

Civic  attitudes  will  have  to  change, 
(00.  Pjoi'dered  by  affluent  neighbors  who 
abhor  the  traffic  and  public  drinking 


host  of  rock  bacchanals.  A  concert  last 
October  by  heavy-duty  rock  bands  Guns 
N'  Roses  and  Metallica  drew  loud  pro- 
tests from  many.  "We  want  to  preserve 
the  quality  of  life  in  our  neighborhood," 
says  Cam  Currier,  vice-president  of  the 
local  Linda  Vista/ Annandale  Citizens 
Assn.  And  city  council  member  Chris 
Holden  worries  that  private  managers 
might  cut  corners  with  affirmative  ac- 
tion recjuirements  and  strike  question- 
able deals  with  promoters.  "Promoters 
don't  like  to  deal  under  the  scrutiny  of 
the  public  eye,"  says  Holden. 

A  member  of  the  public  scrutinizing 
the  Rose  Bowl's  financial  performance 
would  have  reason  to  wince.  The  stadi- 


the  Rose  Bowl  agreed  to  widen  its  em 
zone,  losing  as  many  as  2,000  seats  ii 
the  process. 

In  the  end,  the  money  that  a  state-oi 
the-art  stadium  can  generate  is  likely  t 
persuade  Pasadenans  to  swallow  thei 
objections  to  private  managers.  The  uf 
coming  Super  Bowl  alone  will  spin  of 
anywhere  from  $150  million  to  $180  mi^ 
lion  in  revenues  for  the  area,  say  loca 
officials.  The  World  Cup  could  do  evei 
better.  To  assure  more  big  paydays  ii 
the  future,  Pasadena  will  have  to  put  u] 
with  a  little  less  gentility  and  a  fev 
more  rowdy  weekends  at  their  loca 
sports  shrine. 

By  Becky  Jolinsvn  in  Pasadem 
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,  AflRST-CUSSt^ 
f     FIRST  NIGHT  p 

What  does  it  cost  to  ring  in  the 
New  Year  in  high  style?  Well,  if 
you  and  your  dote  want  dinner, 
champagne,  a  dance  band,  or  a 
floor  show,  and  you're  on  a  bud- 
get, try  Moscow,  not  Paris  or  New 
York.  Here's  the  cost  per  person  of 
0  ritzy  New  Year's  bash  in  several 
of  the  world's  major  cities: 


CHICAGO 
Four  Seasons 
$175 

LONOON 
Orient  Express 
$400 


MOSCOW 
Metropol  Hotel 
596 


DALLAS 
The  Mansion 
on  Turtle  Creek 

5275 
LOS  ANGELES 
Hotel  Bel  Air 
5250 


NEW  YORK 
Rainbow  Room 
^375 

Rj^      SAN  FRANCISCO 
$cQrv      Ritz  Carlton 
5175 

TOKYO 
Imperial  Hotel 
5347 


i 


tUSH'S  RIGHT-HAND 
HIAN  GOES  TO  CHICAGO 


•  Samuel  Skinner  is  going 
lome  again.  On  Dec.  16,  the 
ormer  Bush  Administration 
Vansportation  Secretary  and 
Vhite  House  chief  of  staff 
vas  named  president  of  Chi- 
ago's  Commonwealth  Edi- 
on.  Skinner,  a  Chicago  na- 
ive, used  to  head  its  Regional 
transportation  Authority. 

Com  Ed  needs  Skinner's 
■egulatory  expertise.  The  util- 
ty  has  failed  to  win  rate  in- 
reases  to  pay  for  three  nucle- 
ir  plants. 


SCIENTIFIC-ATLANTA'S 
CHIEF  TAKES  A  HIKE 


►  'Tis  the  season  for  board- 
•oom  coups.  Six  weeks  after 
)eing  stripped  of  the  chair- 


man's title,  Scientific-Atlanta 
Chief  Executive  William  John- 
son on  Dec.  l")  aimounced  his 
resignation.  Johnson  isn't 
talking,  but  a  spokesman  for 
the  cable-TV  equipment  maker 
says  the  board  and  Johnson 
disagreed  on  fundamental 
management  issues. 

Known  as  a  demanding 
turnaround  specialist,  John- 
son was  first  hired  as  an  ad- 
viser to  Scientific-Atlanta  in 
1986  and  then  named  CEO  in 
1987.  He  gets  high  marks  for 
cojiing  with  the  slowdown  in 
cable-system  capital  pur- 
chases in  the  early  1990s 
while  pushing  the  company 
into  HDTV  and  digital  com- 
pression. But  the  company 
also  suffered  high  executive 
turnover.  Scientific-Atlanta 
Chairman  James  Napier  will 
fill  in  for  Johnson  until  a  new 
CEO  is  found. 


A  RULING,  FINALLY. 
A  PRECEDENT?  MAYBE 


►  Although  the  National  La- 
bor Relations  Board's  long- 
awaited  ruling  on  labor-man- 
agetuent  work  teams  is  likely 
to  upset  some  employer 
groups,  the  decision  is  nar- 
rowly written  and  won't  force 
most  companies  to  abandon 
teams,  board  sources  say.  The 
case  involves  Electromation, 
an  Elkhart  (Ind.)  electronics 
manufacturer,  which  in  1989 
appointed  worker-manager 
teams  after  notifying  employ- 
ees that  there  would  be  no 
pay  hikes  that  year. 
■The  NLRB  ruled  that  Elec- 


YULE  BE  SORRY 


"Christmas  again,"  writes  poet 
John  Berryman,  "when  you're 
supposed  to  be  happiest."  Those 
old  enough  to  doubt  Santa's  ex- 
istence know  better.  The  holi- 
days are  really  a  time  of  excess 
that  produces  not  happiness  but 
blinding  hangovers.  The  symp- 
toms: clammy  skin,  dry  mouth, 
jumpy  stomach,  and,  worst  of 
all,  a  pounding  head. 

In  a  timely  release,  the  Na- 
tional Headache  Foundation  in  Chicago  explains  your  discom- 
fort and  offers  a  few  palliatives.  First,  alcohol  makes  your 
blood  vessels  swell,  hence  your  thudding  head.  Cotton  mouth? 
Booze  is  a  diuretic — it  dehydrates  you.  To  ease  the  pain,  try 
eating  some  toast  and  honey  after  your  next  party.  If  you  still 
wake  up  hurting  in  the  morning,  rehydrate.  Choke  down  some 
bouillon  to  restore  salts  and  minerals.  Drink  some  coffee  to 
help  constrict  those  blood  vessels.  Or  take  the  foundation's 
wisest  advice:  Don't  drink.  Yeah,  right. 


tromation  violated  the  Nation- 
al Labor  Relations  Act.  But 
NLRB  sources  say  the  ruling 
addresses  only  Electroma- 
tion's  actions,  not  teams  in 
general.  In  the  long  run, 
though,  the  case  may  set  a 
precedent  that  could  give  em- 
ployees more  say  in  determin- 
ing team  composition. 


FORD  BITES  THE  BULLET 
ON  HEALTH  BENEFITS 


►  Ford  Motor  isn't  going  to 
prolong  the  agony.  On  Dec.  16, 
the  carmaker  elected  to  take  a 
one-time  charge  of  $7.5  billion 
for  the  year  to  cover  new  ac- 
counting rules  for  retiree 
health  benefits.  It  could  have 
spread  the  costs  over  20 


No,  Virginia,  thei-e  is  no 
Santa  Claus  ,  However, 
there  :s  an  tiptick  ifi  the  latest 
consumer  confidence  index ' 


years.  Ford  also  plans  to  cut 
10,000  employees  from  its 
slumping  European  opera- 
tions next  year,  resulting  in 
an  additional  $419  million 
write-off  in  the  current  cjuar- 
ter.  Another  big  hit:  an  annu- 
al ongoing  charge  for  retiree 
benefits,  which  this  year 
amounts  to  $440  million. 

The  two  smaller  charges 
will  result  in  a  net  loss  from 
operations  for  1992,  the  com- 
pany says.  On  the  other  hand, 
adopting  a  new  accounting 
rule  for  income-tax  accrual 
means  there  will  be  a  $685 
million  one-time  improvement 
in  Ford's  net  income. 


PACTEL 
GIVES  BIRTH 


►  Call  it  a  Baby  Baby  Bell.  On 
Dec.  11,  Pacific  Telesis  Group, 
the  phone  holding  company 
based  in  San  Francisco,  an- 
nounced it  would  spin  off  its 
wireless  holdings  to  share- 
holders. The  new  unit,  with 
about  $1  billion  in  revenue, 
will  include  cellular  and  pag- 
ing properties  in  Germany,  Ja- 
pan, the  U.  S.,  and  elsewhere. 

The  biggest  remaining  as- 
set of  Pacific  Telesis  Group 
will  be  Pacific  Bell,  which  pro- 
vides local  telephone  service 
in  California.  The  spin-off 
should  corne  in  about  a  year. 


Others  have 
made  a  career 

pricing  their  PCs 
under  IBM. 


We  thought  we'd 
try  it  ourselves. 


Those  whose 
eareeis  liave 
heen  based  ofi 
underpricing  I  \iM 
might  do  well  to 
consider  aiiotlier 
career.  The  reason 
is  PS/VahiePoint  ™ 
A  family  of  comput- 
ers that  aren't  lesser 
IBMs.  ButlBMsfor 
less.  So  they  allow 
you  to  economize 
without  compromise 

Each  PS/ValuePoint  is  engineered  with 
IBM's  unwavering  commitment  to  quaHty  and 
reliabiUty.  And  rigorously  tested  to  IBM's  strin 

Introducing 


Model  425  SX  nhMs  /25  .SA  und  m 
6314  color  monitor. 


PS/ValuePoint 

gent  standards.  The  standards  that  have  delined 
the  computer  industry  for  years. 

The  PS/ValuePoint  family  is  fully  network- 
able  and  NovelP-certified  for  use  with  Kthernet 
or  Token- Ring  LANs.  So  PS/ValuePoint 
not  only  preserves  your  capital  going 
in.  It  preserves  the  investments 
you've  already  made.  There's  rootn 
to  grow  with  five  AT  slots  and  five 
bays;  plus  IBM  also  offers  new  hard 
drives,  diskette  drives  and  upgradable  memory 
and  processors. 

And  every  PS/ValuePoint  pro- 
vides something  no  other  computer 
can  provide  at  any  cost — HelpWare,™ 
IBM's  unparalleled  service  and  sup- 
port that  offers  one -year,  on-site, 
next- business-day  service!  Around- 
the-clock  assistance  by  telephone, 
bulletin  board  or  automated 
fax.  A  3()-day  money-back 


««•  •  •  faWc^ki 


tel325T 


It,  guarantee!  Licensed 


F^ducation  Centers. 
And  a  generous 
trad<'-in  program. 
Plus,  IBM  Credit 
( Corporation  has 
flexible  leasing  and 
financing  packages 
to  meet  vour  needs. 
That's  a  total  sup- 
port package  you 
might  not  expect 
even  on  the  most 
expensive  comput- 
ers. On  computers 
priced  like  PS/ValuePoint,  it's  nothing  short 
of  phenomenal. 

PS/l  aluePoint  Features 


IJ\  a 


ilh  (hel'S/laluePoinl 


Models 

325T 

425  SX 

433  DX 

Processor 

386  SLC'725  MHz 

486  SX/25MHZ 
(Upgradable) 

486  DX/33  MHz 
(Upgradable) 

Monitor 

PS/2®8511-VGA" 

PS/ValuePoint 
6312SVGA 

PS/ValuePoint 
6312-SVGA 

Memory/Storage 

2MB  RAM 
80MB  HD 

BMBRAM 
80MB  HD 

BMBRAM 
120MB  HD 

Pre- installed 
Operating  System 

DOS  5  0 

1  

OS/2'!'  2  0 

OS/2  2  0 

Price'" 

$1,299 

$1,629 

$1,999 

"325T  IS  SVGA-capable  '"IBM  prices,  dealer  prices  may  vary 

The  PS/ValuePoint  family  from  IBM.  When 
it  comes  to  power,  quality,  service 
and  support  at  the  right  price, 
there's  one  thing  we've  learned. 
If  wt^  want  the  job  done  right,  we 
have  to  do  it  ourselves.  For  more 
information  or  an  IBM  autho- 
rized dealer  near  vou,  call  our 
Personal  Systems  HelpCenter' 
at  I  800  772-2227.** 


Model  433  DX^ 


■Next  business-day  response  when  serviced  by  IBM  or  IBM  Authorized  Per- 
sonal Systems  Servicers  Available  Monday-Friday  Sam  to  5  p  m  in  your  time 
zone  Warranty  and  30-day  guarantee  intormation  available  from  IBM  and  IBM 
authorized  dealers  "in  Canada,  call  1  800  465-7999  IBM,  OS/2  and  PS/2  are 
registered  trademarl<s  and  PS/ValuePomt,  SLC,  HelpWare  and  HelpCenter  are 
trademarks  of  International  Business  Machines  Corporation  Novell  is  a  regis- 
tered trademarl<  of  Novell  Corp  The  Intel  Inside  Logo  is  a  trademark  of  Intel 
Corporation  (£)  1992  IBM  Corp 


TEMPLETON  WORLD  FUNIL 


World  Class  Performance 


*Cumulative  total  return  as  of  12-31-91 


Since  Inception  (1-17-78)1 


13  YEARS 


12  YEARS 


11  YEARS 


10  YEARS 


9  YEARS 


8  YEARS 


7  YEARS 


6  YEARS 


5  YEARS 


4  YEARS 


^^418.4% 
^329.0"/" 
^303.8"/« 
^238.3"/" 
ri52.5"/» 

r  141,1% 


^83.2% 
^56.1% 


*Average  Annual  Total  Returns 
as  of  9/30/92 

1  Year 

+0.8'" 

5  Yi-ars 

+4.2'"' 

10  Years 

+15.0"" 

Templeton 

I    A  COMMON  SENSE  APPROACH 
TO  LONG  TERM  GOALS 

Call  24  Hours 

1-800-325-9950  Ext.  235 


You  will  receive  a  prospectus  containing  more  complete  information,  including  all  charges  and  expenses.  Read  it  carefully 
before  you  invest  or  send  money.  *Total  return  quotations  and  performance  results  reflect  the  deduction  of  tfie  maximum  ini- 
tial sales  charge  (5.75'Xi),  deduction  of  a  pro|)ortional  share  of  f  und  expenses  on  an  annual  basis  and  assume  that  all  dividends 
and  distributions  are  reinvested.  The  investment  return  and  principal  value  of  an  investment  will  fluctuate  so  that  an 
investor's  shares,  when  redeemed,  may  be  worth  more  or  less  than  their  initial  cost.  Past  performance  is  no  guarantee  of  future 
results  I  here  are  special  risk  considerations  associated  with  foreign  investing. 

Templeton  Funds  Distributor,  Inc.,  P.O.  Box  33030,  St.  Petersburg,  FL  33733 
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SANK  REFORM,  HAH! 

^HY  THE  CHANCES  ARE  SO  SLIM 


iiis  V.  Gutierrez,  a  newly  elected  Democratic  congressman 
from  Chicago,  is  ecstatic  about  his  seat  on  the  House 
Committee  on  Banking,  Finance  &  Urban  Affairs.  "It 
■asn't  the  big  word— l)anking— that  attracted  me,"  says  Gutier- 
sz.  "If  there  was  one  thing  that  got  me  into  politics,  it  was 
ousing.  Housing  and  consumer  advocacy— we've  done  some 
reat  things  for  consumers  in  Illinois,  like  interest-rate  caps." 

Gutierrez"  attitudes  are  widely  shared  on  the  Banking  pan- 
[.  And  that  could  spell  big  trouble  for  banks— and  for  any 
linton  Administration  plans  to  reform  the  anti(]uated  rules 
overning  the  financial-services  industry. 

LIBERAL  PANEL.  Half  of  the  50  mem- 
T)ers  will  be  new  to  Banking.  Most  of 
the  l."3  freshmen  Democrats  repre- 
sent inner-city  or  heavily  minority 
districts  and  show  little  interest  in 
the  thrift  liailout,  interstate  branch- 
ing, or  other  bank  issues.  Instead, 
they  hope  to  revive  housing  pro- 
^^^^^^  grams— though  the  deficit  will  se- 
ilL.  ^^^^H    verely  constrain  new  spending. 

^^^H       The  banking  committee,  without 
"  ^  doubt,  is  the  most  liberal  panel  in 

the  House.  Activist  freshmen  will 


KENNEDY 


nd  mentors  among  such  top-row  Democrats  as  California's 
laxine  Waters  and  Massachusetts'  Bar-ney  Fi-ank.  Another  lil> 
ral  hero.  Representative  Joseph  P.  Kennedy  II  (D-Mass.),  will 
hair  the  consumer  credit  and  insurance  subcommittee,  terri- 
ying  bankers  who  blame  his  1989  amendments  to  the  Home 
lortgage  Disclosure  Act  of  197.5  for  ci'eating  thousands  of 
ours  of  annual  paperwork. 

The  new  committee  is  tailor-made  for  maverick  Chairman 
lenry  B.  Gonzalez  (D-Tex.)  In  the  last  Congress,  Gonzalez 
/arred  with  senior  Democrats,  who  wanted  to  let  banks  sell 
isurance  and  securities.  With  most  of  those  members  gone, 
ionzalez  can  block  any  expansionary  bills  from  Representative 
itephen  L.  Neal  (D-N.  C),  a  moderate  who  will  chair  the  fi- 
nancial institutions  subconnnittee,  or  the  jianel's  Republicans. 


Gonzalez  may  have  problems  with  the  new  Administra- 
tion. Bill  Clinton  sees  overregulation  of  banks  as  one  cause  of 
the  economy's  lethargy,  and  bank  groups  sent  to  Little  Rock 
a  list  of  rules— most  mandated  by  Congress— they  would  like  to 
see  i-ei)ealed.  "These  are  changes  needed  to  get  credit  flowing 
to  small  business,"  argues  Edwar-d  L.  Yingling,  chief  lobbyist 
for  the  American  Bankers  Assn.  But  Gonzalez  is  unlikely  to 
cooperate.  The  chairman,  an  aide  says,  "will  look  very  hard  at 
any  attempt  to  roll  back"  social  mandates.  And  he's  likely  to 
have  his  young  committee  backing  him  all  the  way. 

By  Mike  McNamee 


THE  BIG  BAHLE 

FOR  THE  BUDGET  COMMITTEE 


If  Bill  Clinton  wants  to  get  control  of  the  federal  deficit, 
he'll  need  strong  leadership  at  the  House  Budget  Commit- 
tee. But  the  panel  is  now  a  battleground  between  Demo- 
cratic liberals  and  moderates.  The  nomination  of  Leon  E.  Pa- 
netta  (Calif.)  as  budget  director  opened  up  the  panel's 
chairmanship.  Contending  for  the  post:  Minnesota's  Martin 
( )lav  Sabo,  one  of  the  most  liberal  members  of  the  House,  and 
John  M.  Spratt  Jr.  of  South  Carolina,  a  self-styled  moderate. 

The  ideological  cast  of  the  Democratic  Caucus  favors  Sabo 
in  the  January  vote.  He  has  served  as  chairman  of  the  Dem- 
ocratic Study  Group,  has  managed  the  members'  l)asel)all 
team,  and  has  friends  across  the  House's  ideological  spec- 
trum. "I'm  realistic  enough  to  know  that  it's  a  tough  race," 
concedes  Spratt,  who's  lol)bying  his  fellow  members  hard. 

In  the  past.  Democrats— including  Panetta— have  become 
more  conservative  after  taking  over  the  Budget  panel.  And 
Sal)0  says:  "I  feel  great  enthusiasm  for  the  Pi'esident-elect  and 
his  team.  He's  likely  to  get  what  he  recommends."  But  with 
Sabo  teamed  with  liberal  Senate  Budget  Chairman  James  R. 
Sasser,  Clinton's  fiscal  plans  could  face  tough  sledding. 

Bi/  Richard  S.  Dioihaiii 


CAPITAL  WRAPUP I 


EDUCATION 


B 


ecause  states  run  schools,  the  fed- 
eral government  can  influence  ed- 
ucation only  by  setting  a  good  exam- 
ple. But  in  at  least  one  case  of  real 
concern  to  business— matching  skills  to 
the  needs  of  the  lal)or  market— Wash- 
ington gets  failing  marks.  The  govern- 
mient's  U.  S.  Merchant  Marine  Acade- 
my at  Kings  Point,  N.Y.,  keeps 
churning  out  gi'aduates  for  nonexistent 
jobs  in  the  shrinking  U.  S.-flag  fleet. 
Graduates  may  iai"e  better  under  the 
incoming  Clinton  Administration,  which 
plans  to  make  Kings  Point  a  transpor- 
tation academy,  offering  training  in  wa- 
ter, ground,  and  air  shipping. 


AGE  WARP 


Yes,  the  U  S  population  is 
aging,  but  for  the  next  few  yeors 
the  share  of  the  elderly  among 
voters  will  actually  decline. 
Why?  Because  of  the  baby  bust 
of  the  1920s  and  '30s.  That 
could  create  the  chance  to  trim 
Social  Security  and  medicare 
costs.  But  politicians  better  act 
soon:  Baby  boomers  start 
turning  65  in  201 1 


PERCENTAGE  OF  VOTING-AGE 
POPULATION  ABOVE  65 


1990  2000 
▲  PERCENT 


2010 


2020    2030  2040 
DATA:  CENSUS  BOREAU 


Move  To  Connecticut  And  You'll  Get 
A  House  With  A  Big  Welcome  Mat. 


And  a  Senate,  too.  Connecticut's  legislature  has  created  one  of 
the  most  powerful  business  incentive  packages  in  the  country.  It  includes  a 
bill  ion-dollar  loon  and  loan-guarantee  program — one  of  the  largest  in 
America  —  making  credit  available  to  businesses  which  con  expand  and 
create  jobs. 

We've  completely  revamped  our  tax  structure  to  encourage  busi- 
ness growth.  Today,  Connecticut  ranks  sixth  in  the  nation  for  "Tax  Fairness," 
according  to  the  1992  Development  Report  Cord. 

We've  stripped  down  your  cost  of  doing  business:  for  example,  we 
enacted  R&D  and  training  tax  credits,  and  redefined  "manufacturing  equip- 
ment," to  let  companies  upgrade  on  a  tax-favorable  basis. 

incentives  ore  fine,  but  policies  that  encourage  long-term  growth 


are  even  more  important.  That's  why  the  legislature  formed  the  Commerce  & 
Exportation  Committee:  an  aggressive  group  of  policy-makers  with  a  national 
reputation  for  innovative  economic  development  programs. 

Sure,  a  lot  of  states  talk  about  "partnership."  In  Connecticut,  it's  not 
just  talk;  it's  action:  State  government,  utility  companies,  banks,  educators  and 
our  work  force  are  cooperating  to  help  business  suc- 
ceed. That's  good  for  jobs.  For  families.  For  everyone. 

That's  what  we  mean  by  a  welcome  mat. 
And  it's  just  one  piece  of  a  very  big  picture.  Cal 
our  Department  of  Economic  Development 
at  1-800-392-2122.  Our  House  will  give  CONNECTICUT 
your  business  a  great  home.  The  State Tliat  Tliinks  Like  A  Business. 


GOV£llNOS 

lowfii  p  wfiafK IS 


nternational  Business 


CHINA  I 


THE  WILD, 
WILD  EAST 


Murder,  extortion,  drugs — suddenly,  China  is  awash  in  crime,  and  the  West  is  jittery 

uring  a  routine 
business  trip  to 
the  Chinese  bor- 
der city  of  Shenzhen  on 
Aug.  'l6,  1991,  Hong 
Kong  citizen  Chong 
Kwee-sung  was  seized 
by  armed  pohce.  Even 
though  they  had  no  ar- 
rest warrant,  they  took 
Chong,  55,  to  Zhengzhou, 
in  central  China,  where 
he  has  been  held  incom- 
municado in  an  unheated 
jail  cell  ever  since.  Au- 
thorities have  refused  to 
allow  visits  by  Chong's 
attorney.  Nor  has  Chong 
been  formally  charged. 

Chong  is  neither  a 
drug  smuggler  nor  a  dis- 
sident. He  is  an  ordinary 
trader  who  is  a  victim  of 
China's  growing  lawless- 
ness. In  this  case,  Chong 
works  for  a  Hong  Kong 
employer  that  had  re- 
fused to  pay  for  a  shij)- 
ment  of  bicycles  from  a 
Zhengzhou  factory  that 
failed  to  meet  U.  S.  Customs  Service  safe- 
ty standards.  Zhengzhou  police  have  said 
they  would  be  willing  to  free  Chong  for 
$500,000,  cash.  Appeals  to  Beijing  for  help 
from  British  diplomats  and  four  U.  S.  sen- 
ators have  been  fruitless.  "He  has  simply 
been  kidnapped  and  is  being  held  for  ran- 
som," charges  Michael  R.  Doram,  Chong's 
Los  Angeles  attorney. 
PANDORA'S  BOX.  Chong  Kwee-sung's  or- 
deal may  l)e  extreme.  But  it's  part  of  a  dis- 
turbing trend.  China's  headlong  dash  to 
"get  rich"  has  unleashed  a  greed  so  perva- 
sive that  it's  getting  difficult  to  tell  the 
lawmen  from  the  profiteers.  Armed  Chi- 
nese maritime  police  are  seizing  the  car- 
goes of  foreign  vessels  off  Hong  Kong  on 
the  pretext  that  they  may  hold  smuggled 
goods.  Stolen  luxury  cars,  which  vanish 
from  Hong  Kong  at  the  rate  of  20  a  day, 
are  being  traced  to  the  Public  Security  Bu- 
reau across  the  border.  Small  traders  com- 
jilain  their  factories  are  being  threatened 


SHADOW  ECONOMY  The  mainland's  economic  boom  has  unleashed  a  pervasive  greed- 
and  a  raft  of  illicit  activities,  including  barber  shops  that  double  as  brothels 


with  closure  unless  they  make  payoffs. 

Add  to  this  a  wave  of  violent  crime  that 
is  spilling  into  Hong  Kong,  which  this  year 
has  been  rocked  by  gun  battles  between 
])olice  and  mainland  gangs.  In  two  inci- 
dents on  Dec.  2,  shootouts  with  a  mainland 
gang  and  a  local  group  armed  with  semi- 
automatic pistols,  grenades,  and  AK-47  as- 
sault rifles  smuggled  from  China  left  3 
suspects  dead  and  11  police  and  3  bystand- 
ers injured.  For  Hong  Kong,  it  was  the 
worst  day  of  criminal  violence  on  record. 

These  are  shocking  scenes  to  outsiders 
who  associate  China's  free-market  re- 
forms with  Avon  ladies  and  party  cadres 
in  crisp  business  suits.  Indeed,  with  the 
economy  growing  12?;  nationwide,  and  at 
a  breathtaking  157'  clip  in  Guangdong 
province,  China  is  poised  to  become  the 
first  communist  country  to  make  a  peace- 
ful transition  to  a  market-driven  economy. 

But  now,  Beijing  is  faced  with  the  Pan- 
dora's box  of  social  problems  from  prosti- 


tution to  drug  dealing  set  loose  by  rapi 
growth — in  a  country  where  the  rule  c 
law  is  weak  at  best.  "With  the  pressure  t 
create  106  million  new  jobs  this  decad( 
China  can't  go  back  on  its  reforms,"  say 
Kenneth  G.  Lieberthal  of  the  University  c 
Michigan's  Center  for  Chinese  Studies 
"But  focusing  exclusively  on  maximur 
growth  is  creating  enormous  problems." 

Indeed,  some  of  the  measures  most  n 
sponsible  for  China's  boom  are  part  of  th 
problem.  The  devolution  of  power  fror 
Beijing  has  allowed  cities  in  the  Pearl  Ri\ 
er  Delta  such  as  Guangzhou  and  Donj 
guan  to  cut  deals  with  foreign  investors 
sometimes  in  defiance  of  central  planners 
In  the  process,  enormous  power  flows  t 
local  party  officials  and  even  law-enforc( 
ment  agencies  that  are  evolving  into  mor 
ey-making  flefdoms.  "There's  no  superv 
sion  from  the  top  and  no  supervision  fror 
the  bottom,"  contends  Thomas  Chan,  cooi 
dinator  of  Hong  Kong  Polytechnic's  Chin 
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HEAVY  HAND  Police  harass  a  youth  in  Guangdong  province,  where  a 
massive  population  of  "floating"  migrants  threatens  the  social  order 


jsiiK'ss  (IcnLef.  "Tlie  rcsiiR  is  caiiilalisiii 
its  worst  form." 

China's  disorder  is  of  growing  concern 
ternationally.  In  Honj^'  Kong,  already  in 
major  row  with  Beijing  over  Governor 
iris  Patten's  proposals  for  greater  de- 
ocracy,  it  raises  jitters  over  the  rule  of 
w  after  1997.  Veteran  China  traders  say 
e  rising  costs  of  graft  and  highway  rob- 
;ry  are  starting  to  make  them  look  else- 
here  to  obtain  goods.  And  a  reluctance  at 
e  local  level  to  crack  down  on  abuses 
.ises  questions  about  whether  Beijing 
in  live  up  to  international  agreements. 
The  optimistic  view  is  that  China  is  go- 
g  through  a  difficult  transition  and  that 
any  problems  will  be  sorted  out  in  time, 
[he  Chinese  are  making  tremendous 
•ogress  in  developing  legislation,  profes- 
onalizing  the  judiciary,  and  training  law- 
;rs,"  maintains  Hong  Kong-based  attor- 
!y  David  C.  Buxbaum.  The  leadership 
IS  formed  task  forces  to  fight  corruption 
id  counterfeiting  and  has  launched  a  cru- 
ide  against  everything  from  drug  smug- 
ling  to  the  $20  million  slave  trade  in  wom- 
1  and  children  that  has  led  to  massive 
'rests  and  hundreds  of  public  executions. 
>SING  FAITH.  But  despite  the  grisly 
lov/s  of  force,  authorities  are  fighting  an 
;)hill  battle.  Even  some  of  the  most  sea- 
)ned  China  traders  are  losing  faith.  One 
.  S.  executive  who  has  been  buying  gar- 
lents  on  the  mainland  for  15  years  says 
)rruption  "is  accelerating  at  an  alarming 
ice.  My  worry  is  how  far  this  is  going  to 
■0."  Last  year,  one  of  his  trucks  was 
topped  by  uniformed  men  on  a  highway 
I  Guangdong,  and  the  driver  was  forced 
)  unload  cargo  at  gunpoint.  Another  time, 
le  highwaymen  drove  off  with  the  truck 
5  well.  Now,  on  some  stretches  in  Guang- 
ong  and  Fujian  provinces,  the  company 
aly  transports  goods  during  the  day. 
It  gets  worse.  Three  months  ago,  Chi- 
ese  customs  authorities  showed  up  at  the 
■uangdong  luggage  factory  of  a  Hong 
^ong  trading  company.  Claiming  the  fac- 
)ry  illegally  sold  imported  raw  materials, 
le  agents  seized  the  entire  stock  of  leath- 
r  and  levied  a  $300,000  fine.  The  company 
enies  the  charge.  But  an  appeal  could 
ike  months,  and  if  the  company  doesn't 
et  its  leather  soon,  it  will  miss  crucial  or- 
ers  from  U.  S.  retailers. 
Not  long  ago,  says  an  executive  of  the 
ompany,  the  factory's  Chinese 
taff  was  visited  by  a  "retired 
lustoms  oflRcial"  driving  a  Eu- 
opean  sports  car.  He  offered  a 
eal:  Give  him  60'/  of  the  mon- 
y  in  cash,  and  he  could  get  the 
father  released  in  two  weeks, 
'ive  other  Hong  Kong  compa- 
res were  also  shaken  down,  ac- 
ording  to  the  executive.  "As 
ar  as  I  know,  this  sort  of  thing 
lever  happened  in  China  until 
his  year,"  he  says. 
Defenders  say  only  business- 


people  ignorant  of  the  system  get  in  such 
jams.  "You  need  connections,  but  there  is 
a  rule  of  law,"  says  Buxbaum.  "I've  han- 
dled hundreds  of  commercial  cases,  and  in 
almost  all  of  them  I've  been  able  to  get 
reasonable  justice."  But  he  concedes  there 
is  a  "hierarchy  when  it  comes  to  who  can 
avoid  getting  squeezed."  Foreigners,  espe- 
cially those  connected  to  high-profile  joint 
ventures,  often  shell  out  for  dinners,  small 
gifts,  and  overseas  trips.  But  rarely  are 
they  hit  up  for  money,  partly  because 
most  refuse  to  pay  and  have  embassies  to 
back  them  up.  Ethnic  Chinese  executives 
who  have  solid  guanxi,  or  connections, 
with  ranking  cadres  also  are  immune. 

Hong  Kong  small  businesspeople  such 
as  Chong  Kwee-sung,  who  lack  connec- 
tions, are  most  vulnerable.  Regarded  as 
Chinese  nationals,  they  lack  the  civil  rights 
granted  to  foreigners.  The  same  goes  for 
Taiwanese  investors.  So  experts  advise 
Taiwanese  to  invest  through  third  coun- 
tries with  diplomatic  ties  with  Beijing. 

Crime  experts  in  Hong  Kong  view  many 
of  their  counterparts  across  the  border  as 
thoroughly  corrupt  in  other  sectors  as 
well.  "The  security  forces  clearly  are  in- 
volved in  organized  crime  and  syndicated 
smuggling,"  says  a  senior  Hong  Kong  in- 
vestigator. Police  have  long  suspected  that 
mainland  officers  have  a  finger  in  the 


SOUTHERN  CHINA'S  ...BUT  CRIME  ALSO 
ECONOMY  IS  BOOMING...       IS  SOARING 


A  BILLIONS  OF  DOLL^kRS 


thriving  black-market  trade  that  brings  an 
estimated  $650  million  in  electronics  goods 
and  thousands  of  automobiles  to  Guang- 
dong's coastal  cities. 

Increasingly,  there's  a  blurred  line  be- 
tween crime-fighting  and  police  corrup- 
tion. Last  year,  Chinese  marine  patrols 
started  chasing  into  Hong  Kong  waters 
speedboats  and  fishing  vessels  suspected 
of  smuggling.  So  far  this  year,  Chinese  pa- 
trols have  seized  29  ships  under  Vietnam- 
ese and  Panamanian  registries,  freeing 
ships  and  crew  but  keeping  an  estimated 
$40  million  in  cargo,  claiming  it  as  contra- 
band subject  to  confiscation. 

It's  just  as  difficult  to  figure  out  which 
side  the  law  is  on  when  it  comes  to  car 
smuggling.  So  far  this  year,  nearly  7,000 
vehicles  were  stolen  in  Hong  Kong,  up 
10'a  from  last  year.  Cars  in  China  have 
steering  wheels  on  the  left,  so  new  Mer- 
cedes, Lexus,  and  Honda  Legend  models 
with  right-hand  drive  are  immediately  sus- 
pect as  thefts  from  Hong  Kong.  Even  pub- 
lic-security staff  can  be  seen  tooling 
around  in  cars  presumed  to  be  stolen. 

Defenders  say  corruption,  crime,  and 
vice  are  normal  growing  pains  for  newly 
industrialized  countries.  But  so  far,  Bei- 
jing's gerontocracy  is  unable  to  replace 
Marxist  ideology  with  new  guiding  princi- 
ples, so  government  is  "deteriorating  into 
confusion  and  the  wild  pursuit 
of  gain,"  says  author  and 
Guangdong  expert  Ezra  F.  Vo- 
gel.  To  keep  these  problems 
from  boiling  over,  China's  lead- 
ers will  have  to  put  as  much 
emphasis  on  reforming  legal 
and  political  institutions  as  they 
have  on  following  Deng  Xiao- 
ping's  exhortation  to  "get 
rich." 

By  Pete  Engardio  in  Gitinn/- 
zhoti,  with  Dave  Lindorff'  in 
Hong  Kong 
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IT'S  EUROPE'S  TURN 
TO  BAIL  OUT  THE  BANKS 


A  deepening  recession  and  high  interest  rates  have  lenders  seeking  aid 


For  decades,  Continental  Europe's 
megabanks  were  the  models  of 
Iriple-A  financial  strength  and 
rock-solid  stability.  Not  any  longer. 
Stul)l)ornly  higii  German  interest  rates, 
deepening  recession,  and  a  worsening 
real  estate  market  are  battering  lenders 
from  Stockholm  to  Sicily. 

One  after  another,  bankers  in  many 
countries  are  trooping  to  their  govern- 
ments to  demand  bailouts  and  other 
emergency  aid.  Even  the  ones  that 
aren't  seeking  handouts  are  hunkering 
down  as  profits  dwindle  and  bad  loans 
mount.  Warns  Robin  Monro-Davies, 
managing  director  of  London  credit-rat- 
ing agency  H'.ca  Ltd.:  "Loan  losses  will 
go  up  more  than  anyone  thinks,  and 
they'll  go  up  fast." 

JOLTED.  Europe's  l>ankin.L  mess  may  fi- 
nally push  the  Bundesbank  to  cut  inter- 
f'st  rates.  If  Germany's  centr;d  bank 
doesn't  budge,  all  of  Europe  will  feel 
more  pain.  Property  prices  an  su*  ■  to 
'';ill  further,  and  lending  will  dry  up.  The 
:lting  credit  crunch  could  mire  Eu 
'  recession  into  the  mid-lf)90s.  Sev- 
eral ijU''opean  countries,  desperate  to 
spur  growth,  have  been  shaving  interest 
rates.  Rut  that  has  done  little  to  prop  up 
their  financial  systems  or  boost  lending. 
The  sfjueeze  is  prompting  some  banks 


to  shrink  money-losing  retail  operations 
and  order  layoffs.  In  addition,  many 
lenders  are  seeking  state  aid,  threaten- 
ing to  bloat  government  deficits.  As 
much  as  $20  billion  of  French  lenders' 
$60  billion  in  property  loans  have  gone 
sour.  So  in  mid-December,  the  banks 
asked  the  government  for  tax  relief  and, 
possibly,  credit  guarantees. 

But  in  Scandinavia,  rising  losses  have 
already  led  governments  to  take  on  a 
life-support  role  in  most  of  the  region's 
l;>ig  banks.  The  Swedish  government  has 
taken  over  banks  that  control  25'/  of  the 
industry's  assets,  and,  on  Dec.  10,  Skan- 


SOME  BIG  HEADACHES 
lOREUROPi'SBAHKII^^ 


BRITAIN  Big  banks  may  take  loss  provi- 
sions totaling  $7.3  billion  z 


FmNCE  Nonperforming  real  estate  loans 
soltto  $20  billion 


GEimUlY  Steelmaker  Klockner-Werke's 
banlSbtcy  jars  banking  system  , 


ITALY  :^eak  balance  sheets  threaten  pri- 
yatizatiiSiB  plans 


SWEDEN  government  takes  over  two  of 
the  four  largest  banks 


dinaviska  Enskilda  Bankei 
the  country's  largest  pr 
vately  owned  lender,  got  i 
line  for  government  gua 
antees.  The  Swedish  go' 
ernment  has  hired  McKii 
sey  &  Co.  and  Financier 
Credit  Suisse  First  Bosto 
to  help  it  restructure  the  ii 
dustry.  It's  also  "trying  t 
assure  creditors  that  all  ol 
ligations  will  be  met  in  du 
time,"  says  Bo  Lundgrei 
Fiscal  &  Financial  Affair 
Minister. 

Even  as  economic  cond 
tions  deteriorate,  Germ; 
ny's  high  inter-est  r-ates  ar 
denying  many  banks  th 
opportunity  to  improv 
profit  margins  and  ease  th 
bur-den  of  carrying  pr-oblei 
loans.  Not  only  is  the  r-ece; 
sion  dampening  loan  di 
mand  but  banks  are  als 
having  a  rough  time  mal 
ing  a  pr-ofit  on  their  ma; 
sive  portfolios  of  government  deb 
Banks  finance  part  of  these  portfolic 
with  short-term  borrowings.  But  shor 
term  rates,  now  around  9.47',  are  nearl 
two  percentage  points  above  the  yield 
the  banks  ar-e  earning  on  10-year  bond: 
Wor'se  yet,  losses  are  rising  on  exis 
ing  loans.  Lender's  were  jolted  on  Dei 
11  when  steelmaker  Klockner-Werk( 
with  debts  of  $1.7  billion  to  Deutsch 
Bank  and  others,  became  the  fir'st  majc 
German  company  to  declar-e  itself  inso 
vent  since  1982.  Deutsche  Bank's  opera 
ing  profits  for  the  first  10  months  c 
1992  were  already  down  57  from  199 
levels.  And  even  before  Klockner's  fi 
ing,  Deutsche  CEO  Hilmar  Kopper  ha 
indicated  that  he  would  make  new  an 
"substantial  loan-loss  provisions." 

Even  Switzei'land  is  seeing  bankin 
str-ains  mount.  Geneva  real  estate  price 
have  fallen  as  much  as  40/'  recently,  an 
Moody's  Investors  Service  Inc.  ha 
stripped  Swiss  Bank  Corp.  and  Cr"ed; 
Suisse  of  their  triple-A  ratings.  Han 
Kaufmann,  head  of  r-esearch  at  Zurich' 
Bank  Julius  Baer,  figures  that  as  muc 
as  15''  of  the  $120  billion  of  mortgage 
banks  issued  since  1987  may  tur"n  bac 
As  a  result,  money-losing  smaller  n 
gional  lenders  are  being  swallowed  up  a 
a  rapid  clip  by  bigger  rivals.  Ar'ound  th 
capital  city  of  Bern,  for  example,  th 
number  of  such  lenders  has  fallen  b 
half,  to  ar-ound  ;^0,  in  1992  alone. 

Heavy  loan-loss  reserves,  which  wer 
supposed  to  decline  around  Europe  nex 
year,  could  stay  at  peaks  for  some  time 
A  "quite  dramatic"  deterioration  of  Ger 
many's  commercial  property  market 
says  BHF-Bank  Managing  Partner  Heinz 
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'I'lKit  Ivt'iiRTs,  will  t'al  iiiln  Kraiikl'inl 
inkers'  profits.  Britain's  recession  and 
gging  home  prices  will  force  the  na- 
m's four  big  lenders — National  West- 
inster  Bank,  Barclays,  Midland  Bank, 
id  Lloyds  Bank — to  make  $7.3  billion  in 
ovisions  for  1992,  estimates  Goldman 
ichs  International  Ltd.  analyst  Rod 
irrett.  French  banks  have  already 
■eked  away  $4  billion  in  reserves  this 
■ar. 

In  1998,  the  slump  could  claim  more 
isualties.  Italy's  plan  to  privati'/e 
inks,  beginning  with  Credito  Italiano, 
e  country's  sixth-largest,  could  go 
vry.  Italian  industry  is  suffering  its 
ggest  slump  in  two  decades.  The  re- 
■nt  $12.5  billion  bankruptcy  of  state- 


c(inlri)lled  industrial  lidlding  companx' 
EFIM  left  Italian  banks  holding  the  bag 
for  an  undisclosed  sum. 

A  similar  scene  could  unfold  in 
France.  Legislative  elections  next  March 
are  expected  to  oust  the  country's  So- 
cialists. Until  recently,  bankers  expected 
that  would  accelerate  privatization  ef- 
forts. But  falling  profits  will  likely  push 
privatization  on  the  back  burner.  Con- 
cedes a  manager  at  Credit  Lyonnais: 
"Our  balance  sheet  would  never  permit 
it."  For  stressed-out  European  bankers, 
getting  those  balance  sheets  back  in 
shape  will  be  priority  No.  1. 

Bij  Bill  Jardski  in  Faris.  iritli  John 
Ton  plv  man  in  Bonn.  Jolni  Rossiinf  in 
Rome,  and  William  Glasf/all  in  A'c/r  Yotk 


■TAIN  I 


VHO  NEEDS  THE  MONARCHY? 
GREAT  BRITAIN  PLC 


b  business,  the  royals  more  than  pay  their  own  way 


Seoul, 


A^A^hen  the  now  separated  Prince 
■Mjw  and  Princess  of  Wales  paid  a 

^E^V  visit  to  South  Korea  in  early 
ovember,  the  media  had  a  field  day 

)cusing  on  their  obvious  discomfort. 

ut  British  businessman  Dick  Lovett 

irgeted  something  else. 
At  a  posh  hotel  reception 

ovett    introduced  Prince 

harles  to  a  prospective  Kore- 

n  client  and  his  wife.  Charles 

latted  with  the  couple  for 

sveral  minutes.  At  evening's 

nd,  the  awestruck  client 

anded  Lovett  an  order  foi- 

75,000  worth  of  scientific  in- 

truments    from  Lovett's 

icicester  company,  Nedtron 

ltd.  "Prince  Charles  sells 

Ireat  Britain  PLC  brilliantly," 

;Ovett  exclaims. 
With  Di  and  Chuck's  mar- 

iage  on  the  rocks,  many  Brit- 

;h  subjects  have  been  won- 

ering  why  some  $85  million 

f  their  tax  money  is  being 

sed  to  support  the  royal  fam- 

y  each  year.   But  as  the 

leoul  visit  shows,  the  royals 

Qore  than  pay  their  own 

reight  by  bringing  in  billions 

if  pounds  each  year  in  trade 

nd  tourism. 

PRICELESS.'  Take  Prince 
'harles's  quick  salesmanship 
a  Seoul.  Only  someone  of  the 
^rince's  stature  could  have 
gotten  together  the  chairmen 
>f  Hyundai,  Samsung  Ship- 
luilding  &  Heavy  Industries, 
md  Daewoo  Telecom  for  a 


roundtable  discussion  on  the  environ- 
ment, says  Frazer  Ellis,  group  director 
of  Davy  International  and  coordinator  of 
the  Korea  visit.  The  Prince's  presence, 
he  says,  is  "priceless." 

And  as  every  advertising  maven 
knows,  glamour  sells.  "One  of  the  few 
things  we've  got  to  sell  is  green  lawns. 


FRNATIONAI  Rl  l'^INF<;=; 


hisloi-y,  and  tlie  royal  family,"  says  Pe- 
ter Hennessy,  a  pi'ofessor  of  contempo- 
rary history  at  Queen  Mary  &  Westfield 
College. 

Then  there's  foreign  tourism.  Britain 
draws  about  18  million  visitors  every 
year,  and  they  spend  a  total  of  about  $10 
billion.  What's  the  big  attraction?  Royal- 
ty-saturated sights  such  as  medieval  cas- 
tles, horse-drawn  carriages,  and  Beefeat- 
er guards.  Alan  Jefferson,  international 
marketing  director  for  the  British  Tour- 
ist Authority,  shudders  to  think  of  what 
would  happen  to  tourism  if  there  were 
no  royal  family.  "Britain's  aijpeal  as  a 
destination  would  be  much  diminished," 
he  says. 

NIXED  MEDIA.  There's  no  denying  snob 
appeal,  either.  A  century  ago,  retailers 
noticed  that  consumers  like  to  buy  prod- 
ucts that  Buckingham  Palace  considers 
good  enough  to  stock.  Thus  was  born 
the  Royal  Household  Tradesmen's  War- 
rants Committee.  The  group  decides 
which  companies  and  products  get  to 
bear  the  royal  arms  and  the  phrase,  "by 
appointment  to  Her  Majesty  the  Queen." 
Companies  clamor  to  get  on  the  list, 
which  now  numbers  about  700  and  in- 
cludes Harrods  department  store  and 
the  Guinness  brewery.  Each  company 
can  boast  that  it  has  been  a  trusted  sup- 
plier to  Buckingham  Palace  for  at  least 
three  consecutive  years. 

Naturally,  the  British  press  jumps  on 
every  coming  and  going  of  the  royal 
family.  London's  11  daily  newspapers, 
for  example,  have  given  wide 
play  to  royal  dalliances,  and 
their  motivation  is  not  just 
voyeurism.  They  are  in  a 
fierce  struggle  to  attract  a 
dwindling  number  of  advertis- 
ers in  Britain's  longest  reces- 
sion in  60  years.  Market  op- 
portunities aren't  lost  on  the 
royal  family,  either.  Princess 
Anne  recognized  her  value  to 
the  press  when  she  banned 
photographers  from  her  wed- 
ding, then  charged  newspa- 
pers $1,100  per  snapshot. 

Some  may  think  that  the 
dysfunctional  royal  family 
has  cheapened  the  currency. 
But  Nedtron's  Lovett  says  it's 
just  the  opposite.  When  he 
travels  abroad,  more  people 
are  aware  of,  and  ask  about, 
the  royal  family  than  ever  be- 
fore. True,  the  British  will 
have  to  endure  months  of 
painful  introspection  about 
the  monarchy's  future.  But  in 
the  end,  says  Hennessy,  "The 
Italians  are  more  likely  to 
s  k  evict  the  Pope  from  the  Vati- 
^  can  than  the  British  are  to 
abolish  the  monarchy." 

By  Paula  Dwi/er  in  London 
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NEXT  STOP,  SPLITSVILLE:  CHARLES  AND  DIANA  IN  INDONESIA 


Few  things  compare  with 
owning  a  Jaguar, 


Except  perhaps  leasing  one. 


49*a  month 


JAGLAR  H  ALWAY:-  provided  its 
o\viiei>  with  an  unheaid-nt  amount  of 
luxui  N  and  j jerft  )iniaiice  f( )r  the  nione\. 

But  never  Ijefore  have  we  of- 
fered a  better  \alue  than  this  \ear"s 
Super  Lea>e:  just  S549  per  month 
for  a  new  1993  XJ6.  That  payment  i- 
for  a  36-month  lea>e.  with  a  S2500 
down  paxinent.  The  lea^e  includes 
a  gt"nrrou>  allouance  of  45.000 
miles,  after  whicli  \ou"ll  [jay  15 
eents  a  mile. 

We\e  ne\er  offered  a  better 
automobile  either,  thanks  to  a  quan- 


tum leap  in  our  qualitv. 

0\er  104  individual  improve- 
ments separate  the  1993  XJ6  from 
all  those  that  have  gone  before  it. 
Thev  include  a  new  electrical  sys- 
tem, smoother  transmis>ion.  cjuieter 
fuel  injectors,  tighter  interior  fit  and 
f  ini^h  and  100  other  changes.  These 
are  the  kinfl  of  real  impro\ement> 
that  reflect  Jaguars  renewed  com- 
mitment to  a  standard  of  quality  that 
can  be  compared  with  anv  other  lux- 
urv  marque  on  the  road  toda\. 

The  Super  Lease  is  designed  to 


be  as  much  a  value  as  the  XJ6  itself. 
Jaguars  Guaranteed  Future  \alue 
assures  you  of  Jaguai^s  commitment 
to  vou  at  the  end  of  the  lease,  and  we 
can  offer  you  the  most  flexible  cus- 
tomized lease  terms  available. 

The  1993  Super  Lease.  Be- 
cause at  Jaguar,  offering  \alue  isn't 
a  marketing  strateg^.  It  ^  the  tradi- 
tion on  which  Jaguar  is  built. 

Call.l-800-4-JAGLAR  for  a 
free  brochure  and  the  name  of 
V(jur  nearest  "^^^^^^^^ 
Jaguar  dealer.  JAGUAR 


'  hir  tjunlitied  lessee-.  lhriiuf;h  Jaguar  Credit.  Take  retinl  lielii  er\  frum  denier  stixk  h\  Februiiri  28.  1993.  1993  Jugiinr .\J6  example  ba-ed  nn  $50.7 Kj  M^RH including 
tran.sfX)rlatiiin  and  pre-dein  er\  mspeeluiri.  excluding  licensing,  registration  andt(L\es.  36  monthly  payments  oj  $548.80  totaling  $19. 756.80.  .\ssumes  capitalized  cost  of 
8.5. 7f/,}  of  M.''>Rf^.i  dincn  payment  uj  $2500. first  months  payment,  taxes,  tilling.  Iiceruing.  registration  fees  due  at  lease  signing,  .\osecuril)  deposit  required. 
Option  to  piirchii.se  at  lease  end  for  predetermined  residual  lalue.  Closed-end  lease.  Lessee  is  responsible  for  excess  uear  and  tear  and  $.15  per  mile  for  miles  in  excess  of 45,000. 
.Sff  \our  participating  Jaguar  dealer  for  details.  Subject  to  credit  approval  and  insurability  as  determined  by  Jaguar  Credit.  Offer  talid  in  the  L.S.  only: 


international  Outloo 


EDITED  BY  STANLEY  REED 


FHE  COOL-HEADED  MEDIATOR 
NWS  TURNING  POLAND  AROUND 


anna  Suchocka  had  every  reason  to  he  frazzled  when 
she  took  a  break  from  l)ud.ti,et  wran<^Hng  to  meet  with 
a  reporter  in  an  intimate  hack  I'oom  of  Warsaw's  mar- 
le-cohirnned  Parliament  huilding.  Poland's  fifth  Prime  Minis- 
}r  since  the  nation  threw  off  the  Communists  in  1989,  Sii- 
locka  must  hold  together  a  fractious  seven-party  coalition  and 
eep  controversial  reforms  on  track.  When  asked  to  name  her 
reatest  achievement,  she  quips:  "The  suc- 
jss  is  that  a  coalition  exists  at  all." 

She's  heing  modest.  Under  Suchocka,  Po- 
ind looks  to  he  the  first  former  Soviet  satel- 
te  to  turn  the  economic  corner.  Growth  is 
kely  to  he  2%  to  3%  in  1998,  after  a  flat  i)er- 
)rmance  this  year.  The  steady  rise  in  outjnit 
i  being  powered  by  exports  and  a  vibrant 
rivate  sector. 

But  the  46-year-old  Suchocka  also  gets 
luch  credit.  Since  taking  over  in  July,  she 
as  broken  the  political  deadlock  that  threat- 
ned  to  mire  the  country  in  grim  limbo  he- 
ween  a  state-dominated  and  a  private  econo- 
ly.  Suchocka  has  I'estarted  Poland's  bogged 
own  privatization  program.  She  has  faced 
own  striking  unions,  persuading  them  to 
gree  to  curtail  strikes  and  moderate  their 
/age  demands  in  exchange  for  a  say  in  priva- 
izing  enterprises.  Most  important,  she  has  so 
ar  tamed  President  Lech  Walesa,  who  is  in- 
lined  to  play  to  the  crowds  rather  than  stick  with  {)rograms. 
(lORE  MINKS.  Suchocka  is  a  tireless,  cool-headed  mediator 
Aw  munches  lettuce  when  she's  nervous.  She's  known  for  hei- 
iuick  wit  and  guts.  As  a  member  of  the  rublier-stamp  Pai-lia- 
aent  in  the  had  old  days,  she  was  long  a  thorn  in  side  of  the 
Communists.  Her  success  in  convincing  public-sector  workers 
,nd  managers  that  they  can  benefit  from  privatization  could 
)rove  a  model  for  Russia  and  and  other  countries,  where 
iell-offs  have  sparked  opposition. 
Suchocka's  achievements  have  boosted  Poland's  stock  with 


the  woi'ld  business  community.  The  International  Monetary 
f\ind  recently  released  $1.7  billion  in  aid  that  was  on  hold 
since  1991  Ijecause  of  concern  over  Poland's  budget  deficit.  Re- 
cently, several  big  multinationals,  including  Intei'national  Pa- 
per Co.  and  Fiat,  committed  to  invest  more  than  $2  billion  in 
Poland.  "Investment  in  Poland  will  outstrip  Hungary  and 
Czechoslovakia,"  says  Noah  E.  Gotbaum,  a  consultant  at  Lon- 
don-l)ased  mergers-and-acquisitions  gi'oup  Cen- 
tra! European  Tinist. 

WANING  STAR.  Suchocka  is  getting  a  boost 
from  jirivate  enterprise,  which  now  employs 
()()%  of  Poland's  work  force,  up  from  about 
10%  a  couple  of  years  ago.  Private  industry  is 
drawing  workers  away  from  state  dinosaurs, 
making  them  easier  to  kill.  At  government- 
owned  truckmaker  Star,  for  instance,  the  pay- 
roll has  shrunk  from  20,000  to  5,000  since 
1990,  as  workers  leave  for  higher-paying  pri- 
vate jobs.  And  a  gi'owing  middle  class  is  sus- 
taining big  new  shopping  arcades  in  Warsaw, 
which  this  Christmas  are  selling  everything 
I'rom  French  cosmetics  to  mink  coats. 

But  Suchocka  isn't  home  free.  She  must 
wrestle  with  an  obstreperous  Parliament, 
whose  big  spending  clashes  constantly  with 
IMF  requirements  to  hold  the  budget  deficit  to 
"j'/o  of  gross  national  product.  Rising  unem- 
ployment could  increase  the  strain. 
Suchocka  could  well  be  headed  for  another  showdown  with 
the  unions.  And  hei"  coalition  could  he  te.sted  by  an  emotional 
public  debate  on  al)ortion.  But  most  observers  ai'e  betting  that 
Suchocka  will  work  out  a  deal  that  allows  reform  to  continue 
and  P(!land's  jjowerful  new  private  sector  to  thrive.  Snaps  Su- 
chocka: "It  is  not  difficult  to  imagine  what  Polish  streets  and 
sh()i)s  can  look  like  if  we  decide  to  take  another  path."  The 
Poles,  many  of  whom  are  getting  a  taste  of  a  better  life, 
seem  to  agree. 

Bi/  Gdil  E.  Scluircs  in  Wcusdir 


GLOBAL  WRAPUP I 


GERMANY 


Business  is  prodding  Chancellor  Hel- 
mut Kohl  to  clamp  down  on  the 
far  right.  On  Dec.  7,  New  York  City 
Comptroller  Elizabeth  Holtzman  and 
Finance  Commissioner  Carol  O'Cleirea- 
cain  wrote  Kohl  saying  they  were 
"greatly  disturbed"  by  Germany's  wave 
of  xenophobic  violence— both  on  moral 
grounds  and  because  it  threatens  the 
safety  of  the  city's  $265  million  pen- 
sion-fund investment  in  German  secur- 
ities. They  asked  Kohl  to  curb  the  vit)- 
lence.  It  seems  Kohl,  who  needs  $1 
trillion  in  investment  for  eastern  Ger- 
many over  the  next  decade,  is  getting 
the  message.  He  quickly  banned  a 


small  neo-Nazi  party  and  arrested  its 
leadei'.  And  he  has  ordei'ed  the  far- 
right  Repul)likaner  Party  put  under 
surveillance.  The  "Reps"  now  have  a 
5%  poi)ularity  rating  in  the  polls- 
enough  to  win  Bimdestag  seats  in  an 
election.  Along  with  trying  to  allay 
foreign  investors'  worries.  Kohl  is  re- 
sponding to  complaints  from  German 
business  leaders,  who  worry  that  the 
right-wing  activities  will  damage  their 
intei'national  prospects. 

MEXICO  

Free  trade  between  the  U.  S.  and 
Mexico  may  not  be  far  off,  hut 
don't  tell  that  to  Tandy  Corp.  Its  24 
Radio  Shack  stores  in  Mexico  can't  sell 


imported  phones  or  walkie-talkies  this 
Christmas.  Worried  that  this  year's 
nearly  $18  billion  trade  deficit  could 
undermine  the  peso  and  frighten  off 
investors,  Mexican  authorities  are  en- 
forcing a  long-forgotten  law  recjuii-ing 
hundreds  of  foreign-made  products  to 
meet  local  quality  standards.  The  re- 
sult: A  half-dozen  Radio  Shack  semi- 
trailers full  of  merchandise  are  parked 
in  Laredo,  Tex.,  while  Mexican  labs 
test  each  model.  Lots  of  other  foi'eign 
companies  are  experiencing  similar 
problems.  Mexico  recently  slapped  a 
15%  tar-iff  on  live  U.  S.  cattle  and  in- 
creased the  duty  on  packaged  beef  to 
25%  to  combat  meat  imports,  which 
have  quintupled  in  three  years. 


TPPMATinMM  ni  iTi r^rik- 


HOW  A  QUI 
TELECOMMUNICATIONS 
GIANT  KEEPS  AMERICA'S 
BELLS  RINGING. 


orne-  ^^^^m, 

century  about  ^^p^ 


We've  learned  some- 
thing over  the  last  half  century 
fitting  new  telecommunications  systems  into 
\X*.v        existing  ones.  Even  more  than  technology,  it  takes 
ingenuity.  And  that  keeps  the  entrepreneurial  juices  flow- 
ing. qD    Fujitsu  technology  and  timing  made  l 
the  first  self-healing  SONET  fiber  optic  ring  net- 
work in  the  U.S.  a  reality  for  Cincinnati  Bell  Tele- 
phone. And  made  America's  first  high-bandwidth  hi  g  . 
survivable  ring  network  achievable  for  New  Jersey  Bell.  Making  costly 
service  interruptions  caused  by  natural  or  man-made  disasters  virtually 
obsolete.  qD    When  NYNEX  called,  we  installed  for  joint  trials  the  world's 
first  switching  system  capable  of  handling  everything  from  narrowband 
voice  to  broadband  video.  qD    And  with  higher  technology  we  offer 
higher  service,  including  the  industry's  longest  warranty  on  our  F9600 
ISDN  platform  PBX.  qO    Matching  resources  with  resource 
fulness  has  helped  make  us  a  world  leader  in  communi- 
cations and  computers.  Now  it's  helping  us  pro- 
Hkjk  vide  the  answers  when  America's 

^m^m^  Bells  ring. 


FUJITSU 


COMPUTERS,  COMMUNICATIONS,  MICROELECTRONICS 


*««^«*  ^Jtegp  e/;  ♦jay?)**)*-! 
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OPEN  IN  CASE  YOU  WANT 
QUALITY  CARE  AND  COST  CONTROL 
FROM  ONE  OF  AMERICA'S  LARGEST 
HEALTH  CARE  NETWORKS. 


The  Travelers'  commitment  to 
quality  products  and  cost  control 
starts  with  33,000  emplo\'ees  decii- 
cated  to  customer  sahsfaction. 

Of  these,  10,000  work  exclusively  in  our 
Managed  Care  and  Emplovee  Benefits 
Operation. 

That's  the  real  Travelers  difference. 

But  the  numbers  get  even  more  inipressive. 

100,000  carefully  selected  and  credentialed 
physicians  and  other  health  professionals  and 
1,000  hospitals  in  130  major  metropolitan  areas. 

SI. 4  billion  in  new  business  in  1991  —  testi- 
mony to  a  compamy  whose  health  care  network 
deli\-ers  appropriate  care  more  ef  f  icienth'  through 
local  medical  management.  A  compam-  that  cus- 
tomizes programs  because  it  understands  that 
not  all  businesses  are  the  same.  A  companv 
committed  to  avoiding  illness  —  and  expense  — 
through  wellness  and  counseling  programs. 

Two  more  numbers  to  be  remembered.  The 
Tra\-elers  is  backed  bv  over  $50  billion  in  assets 
■  nd  by  a  128  year  tradition  of  service. 

This  is  Managed  Care  The  Travelers  Way. 

TheTraveler^r 

You're  better  off  under  the  Umbrella! 


C  1992 

The  Travelers  Insurance  Company 
and  its  Affiliates.  Hartford.  CT  061S3. 


BusinessWeek 


IN  1993 


INTRODUaiON 

Moderate  Presi- 
^  dent,  moderate 
growth,  moderate  prof- 
its, moderate  interest 
rates.  Yet  in  a  period  of 
few  extremes,  a  goo(] 
buck  can  still  be  made 


THE  INVESTMENT 
SPEQRUM 

QM   Whither  mutual 

funds,  less  peppy 
bonds,  red-letter  year 
for  munis,  Washington 
policy  and  futures, 
courage  and  currencies 


THE  ECONOMIC 
FRAMEWORK 

,^  With  Clinton  & 
®     Co.  set  to  zero  in 
on  the  economy,  this 
could  be  the  best  year 
since  '88,  with  more  jobs 
and  better  earnings 


1992'S  BEST 
AND  WORST 

The  cream  of 

"  the  stock  crop,  i 

fund  managers  with  the  1 
mostest,  a  colony  and 

a  commodity  that  you'll  ' 

wish  you  had  been  in  | 

THE  INVESIMENt! 
SCOREBOARD 

I  M I    As  you  near  < 

the  1993  start-  ; 

ing  gate,  it  might  be  A 

wise  to  examine  the  s 

track  records  of  these  _  l 

900  public  companies  j 


STRATEGIES 
FOR  STOCKS 

— M  How  to  bag  a  bar- 

gain  in  the  aging 
bull  market.  Also,  Inside 
Wall  Street,  cherry-pick- 
ing in  Europe  and  Asia, 
gloom-and-doom  plays 


mmomaiOH 


INVESTING     IN  1993 


MAKING  IT  BIG 
IN  MODERATE  TIMES 

INVESTORS  UN  STILL  TURN  A  GOOD  BUCK,  EVEN  IN  AN  AGE  OF  FEW  EXTREMES 


oderate  Democrat  Bill  Clinton 
is  taking  over  the  reins  of  gov- 
lernment  with  an  economic  team 
of  moderates  in  tow.  He'll  likely  take  a 
moderate  approach  to  helping  the  U.  S. 
economy,  which  will  most  likely  expand 
in  1993  at  a  moderate  rate  of  37'  or  so. 
That's  enough  to  produce  moderate  cor- 
porate profits,  and  so  stocks  will,  on  av- 
erage, make  only  moderate  gains.  Inter- 
est rates  should  be  moderate,  too, 
neither  climbing  nor  falling  very  much. 

Welcome  to  1993,  the  year,  you 
guessed  it,  of  moderation.  Extremes  are 
out,  in  politics  and  in  economics.  Inves- 
tor expectations  will  have  to  be  moderat- 
ed, too,  to  the  si)irit  of 
the  age.  Look  at  the  as- 
set-allocation recom- 
mendations of  the  ma- 
jor investment  strat- 
egists (table).  A 
"normal"  asset  mix  is 
557"  to  607  stocks,  357 
to  407  bonds,  and  the 
remainder,  if  any,  in 
cash.  The  majority  are 
clustered  in  the  middle. 
Only  Steven  Einhorn  of 
Goldman,  Sachs  &  Co. 
and  Edward  Kerschner 
of  PaineWebber  Inc. 
look  really  bullish  on 
stocks,  with  707  and 
657  allocations.  Even 
the  most  bearish,  A. 
Rama  Krishna  of  First  Boston  Corp., 
isn't  all  that  downbeat.  He  says  he's 
keeping  stocks  low  and  cash  high  be- 
cause he  ex|)ects  a  stock  market  correc- 
tion early  in  the  year.  At  that  point,  he 
says,  he'll  increase  his  equity  allocation. 

In  an  era  of  few  extremes,  you  can 
still  make  good  money.  But  it  takes  a  lot 
more  work  to  earn  really  high  returns. 
That's  where  Bi'SiNKSS  week's  1993  In- 
vestment Outlook  can  help.  In  this  spe- 
cial double  issue,  w.-  show  you  how  to 
navigate  in  investmeMt  world  for  maxi- 
mum returns  while  limiting  your  risks. 

Before  you  start,  you  need  to  know 
what  the  economic  landscape  will  look 
like  (page  62).  On  balance,  the  1993  econ- 


omy will  be  a  shade  brighter  than  1992 
and  could  even  post  its  best  performance 
since  1988.  The  biggest  pluses  will  be 
low  inflation  and  stronger  profits.  The 
big  negative  will  still  be  high  debt. 

The  economy  will  get  some  help  from 
Clinton  (page  66).  He  seems  ready  to 
fulfill  his  campaign  promises  of  invest- 
ment-oriented stimulus  coupled  with  a 
long-term  deficit-reduction  plan. 

Lifted  by  a  more  upbeat  economy,  the 
stock  market  should  gain  again  in  1993 
(page  72).  But  with  the  market  already 
at  near-record  levels,  most  pros  foresee 
only  modest  gains.  Those  who  can  take  a 
little  more  risk  will  likelv  earn  more  bv 


WHERE  STRATEGISTS  SAY 
YOU  SHOULD  PUT  YOUR  MONEY 


Current  recommended  asset  allocation  for  balanced  accounts 


Strategist 

Firm 

Stocks 

Bonds 

Cosh 

Steven  Einhorn 

Goldman  Sachs 

70% 

25% 

5% 

Edward  Kerschner 

PaineWebber 

65 

35 

0 

Rao  Chalasani 

Kemper  Securities 

60 

35 

5 

Charles  Clough 

Merrill  Lynch 

60 

30 

10 

Michael  Sherman 

Shearson  Lehman  Bros. 

55 

30 

15 

Eric  Miller 

Donaldson  Lufkin  Jenrette 

50 

40 

10 

David  Shulman 

Salomon  Brothers 

50 

35 

15 

A.  Rama  Krislina 

First  Boston 

40 

30 

30 

investing  in  small-company  stocks  (page 
74).  Economic  conditions  and  market  his- 
tory both  point  to  another  strong  year 
for  small  caps. 

When  the  market  outlook  is  for  mod- 
est gains,  investors  need  to  be  better 
stock-pickers.  We  have  plenty  of  stock 
ideas  from  which  to  choose.  First,  check 
out  our  expanded  Inside  Wall  Street 
(page  78),  which  has  twice  as  many  in- 
sightful investment  ideas  as  usual. 
We've  also  handed  some  smart  profes- 
sional investors  a  phantom  $100,000  each 
and  asked  them  to  construct  a  portfolio 
of  stocks  for  the  new  year  (page  90). 

And  the  Investment  Outlook  Score- 
board (page  123)  is  a  mother  lode  of 


ideas,  with  earnings  forecasts  for  90 
companies.  There's  a  world  of  ideas,  toe 
on  how  to  invest  overseas.  We  evei 
manage  to  find  good  opportunities  in  ; 
Europe  beset  by  recession  and  currenc; 
crises  (page  80). 

FLATTER  CURVE.  If  you  prefer  to  le 
someone  elsp  do  your  stock-picking,  cor 
sider  a  mutual  fund  (page  94).  Million 
of  individual  investors  have  been  doinj 
just  that,  and  the  results  can  be  impres 
sive  if  you  know  where  to  look. 

To  balance  out  a  portfolio,  you  als' 
need  some  bonds  (page  98).  Investors  ii 
long-term  bonds  may  pick  up  some  cap: 
tal  gains  as  the  yield  curve — the  rang' 
of  interest  rates  fror 
three  months  to  3' 
years — starts  to  "flal 
ten."  Short-term  rate 
should  come  up  a  bit 
and  long  rates,  down  ; 
tad.  The  really  hot  coi 
ner  of  the  fixed-income 
market,  though,  is  mu 
nicipal  bonds  (page  102; 
With  tax  rates  on  thi 
wealthy  sure  to  in 
crease,  there  will  be  bij 
demand  in  tax-exemp 
issues. 

Low  inflation  is  stil 
hurting  tangibles,  espe 
cially  precious  metal: 
(page  110).  But  the  mar 
ket  for  fine  art  is  enjoy 
ing  a  moderate  pickup  (page  112).  In  col 
lectibles,  too,  there  are  hot  properties- 
such  as  Presidential  autographs  (pag( 
114).  Residential  real  estate  may  offe. 
some  good  buys,  but  the  payoff  fron 
commercial  properties  is  still  a  long  wa; 
off  (page  108).  The  commodity  market 
will  be  watching  Clinton  closely  (pagi 
104).  Yet-undefined  trade  and  farm  poll 
cies  could  have  a  huge  impact  on  th( 
prices. 

Although  there  are  many  uncertain 
ties  on  the  political  and  financial  horizon 
low  inflation,  combined  with  an  expand 
ing  economy,  should  produce  an  inves 
tor-friendly  environment. 

By  Jeffrey  M.  Laderman  in  New  Yorl 
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INTRODUCTK 


COMING  UP,  THE  BEST  YEAR 
FOR  BUSINESS  SINCE  1988 


Better  profits,  more  jobs,  and  low  inflation  add  up  to  a  recovery  that  will  build  slowly — but  could  last 


The  U.  S.  economy  in 
will  offer  a  lit- 
tle something'  for 
everyone.  For  house- 
holds, it  will  bring  a  few 
more  joljs  and  the  oppor- 
tunity to  unload  some 
more  loi  s.  Businesses 
can  also  shed  more  ,. 
debt — and  make  more 
money.  For  investors,  the 
economy  will  provide  a 
generally  friendly  climate 
for  stocks,  a  bit  less 
warmth  for  l)onds.  And 
for  President-elect  Bill 
Clinton,  it  will  afford  the 
opportunity  to  concen- 
trate on  his  long-term 
agenda  without  the  dis- 
traction of  the  economy's 
short-term  needs. 

On  balance,  will 
be  a  shade  lirighter  than 
1992.  That's  far  from 
blinding,  l.iut  the  year  is 
shaping  up  to  be  the  best 
since  1988.  Declining  in- 
flation,    low  interest 
rates,   rising   proikictivity,   and  better 
profits  will  be  the  economy's  footholds, 
as  it  continues  to  crawl  out  of  its  deep 
hole.  However,  a  familiar  list  of  struc- 
tural barrier.s — from  debt  to  corpijrate 
restructuring   to   defense — still  l>locks 
the  way.  And  there  is  a  new  obstacle:  a 
widening  trade  deficit. 

lirsi.v'K.s.s  WKKK  expects  the  economy  to 
grow  '■','  <  from  the  fourth  quarter  of  1992 
lo  the  final  (luarter  of  1993.  That's  right 
on  the  average  of  <iur  survey  of  fore- 
casts from  oO  business  economists 
across  the  nation  (chart,  table). 
A  BREATHER.  /\s  we  see  it,  the  economy 
will  be  a  bit  weaker  than  the  consensus 
expects  in  the  first  half.  Consumers 
spent  well  ahead  of  their  gains  in  income 
in  1992's  second  half,  and  they  will  have 
to  catch  their  breath.  That's  especially 
true  since  job  op]]ortunities  should  open 
lip  only  slowly,  and  because  by  Apr.  15, 
'avers  will  have  to  give  back  to  Un- 
ci-■  ''•■■:.'-\  the  1992  cut  in  payroll  withhold- 
we  project  a  stronger-than-con- 


inti'. 


sens\!s  second  half,  driven  by  better 
-'•onsunv  '   demand,  stronger  corporate 
ai.u 


profit,-; 


a  dollop  of  fiscal  stimuhus. 
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But  even  with  better  growth,  the  job- 
less rate  will  not  fall  by  much.  "We're 
going  to  see  a  large  influx  of  discour- 
aged workers  who  had  bailed  out  of  the 
labor  force,"  says  Kurt  E.  Karl  at  \VKF.\ 
Group.  Job  growth  also  will  be  held  back 
by  companies'  efforts  to  cut  costs,  boost 
efficiency,  and  increase  competitiveness. 

In  fact,  the  most  striking  feature  of 
this  recovery  in  1992  was  that  growth  in 
productivity  accounted  for  all  of  the  ex- 
pected 2.b' '  growth  in  the  economy.  As 


THE  CONSENSUS  FORECAST: 
STEADY  BUT  MODERATE  GROWTH 


REAL  GDP 


A  PERCENT,  ANNUAt  RATE 


DATA:  BW 


private  employmen 
stayed  flat,  companies 
squeezed  more  outpu 
from  existing  workers 
Productivity  gains  wil 
continue  in  1993,  al 
though  economic  growtl 
will  be  better  balancec 
between  job  growth  anc 
gains  in  efficiency. 

HARD  REALITY.  But  witl 

low  inflation  a  fact  o: 
life,  one  hard  reality  re 
mains:  "If  you  want  t( 
imjjrove  the  bottom  line 
it  has  to  come  from  th< 
cost  side,"  warns  Llovc 
T.  O'Carroll  of  Reynold; 
Metals  Co.  Two  ways 
companies  are  cutting 
costs  are  by  using  tempo 
rary  workers  and  paying 
overtime  to  existing  em 
ployees.  Both  tactics 
avoid  the  soaring  costs  o: 
benefits,  which  are  rising 
nearly  twice  as  fast  as 
wages  and  salaries.  Bu 
they  also  result  in  fewei 
new  employees. 

Where  the  benefits  from  cost-cutting 
and  productivity  gains  will  show  up  is  or 
the  bottom  line.  Although  inflation  it 
1992  will  remain  low  at  3'^  or  less,  unit 
labor  costs  may  not  grow  at  all.  Tha' 
means  fatter  profit  margins.  In  addition 
lower  interest  rates  are  relieving  the 
corporate  debt  burden.  Add  in  expectec 
gains  in  sales  volume,  and  it's  easy  tc 
see  why  companies  are  getting  on  bettei 
financial  footing.  Ultimately,  that  wil 
help  hiring  conditions — but  probably  not 
until  the  second  half  of  1993. 

Better  profits  is  one  reason  business 
investment  will  be  a  growth  leader  ir 
1993.  Business  construction  will  remair 
a  drag,  but  equipment  spending  is  on  £ 
roll,  led  by  a  surge  in  outlays  for  infor 
mation-processing  machinery.  That's  ar 
upshot  of  efforts,  especially  by  service 
producers,  to  boost  productivity.  An  ex- 
pected retroactive  investment-tax  credit 
will  help  that  process  along — and  so  wil' 
low  interest  rates. 

Although  the  Federal  Reserve  is  un- 
likely to  cut  short-term  rates  further,  it 
might  be  able  to  let  policy  coast  all  the 
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WHAT  ECONOMISTS  ARE  PREDICTING  FOR  1999 


Percent  change  in 

real  gross  domestic  product 

Real 

Consumer 

Prime 

Unemployment 

GDP 

prices 

rate 

rate 

1992 

1993 

Percent  change 

1993 

1993 

IV 

1 

II 

III 

IV 

IV  Q  '92 

IV  Q  '93 

IV  Q 

IV  Q 

ROBERT  J.  BARBERA  Lehman  Brothers 

3.7% 

4.3% 

4.1% 

3.7% 

3.8% 

4.0% 

3.0% 

7.0% 

6.6% 

MICHAEL  W.  KERAN  Prudential  Insurance 

2.1 

4.0 

4.0 

4.0 

4.0 

4.0 

2.8 

7.2 

6.3 

H.  ERICH  HEIHEMANH  Ladenburg  Thaimann 

3.1 

3.6 

4.4 

3.6 

4.1 

3.9 

3.7 

7.8 

6.8 

WIUiAM  C.  MELTOH  IDS  Financial 

3.0 

3.6 

3.9 

4.0 

3.9 

3.8 

3.4 

6.7 

6.5 

JAMES  F.  SMITH  Univ.  of  North  Carolina 

3.9 

5.5 

2.1 

3.2 

4. 1 

3.8 

2.3 

5.0 

6.4 

MICHAEL  R.  EHGLUND  MMS  International 

1.5 

3.5 

3.5 

3.5 

3.5 

3.5 

2.8 

6.5 

6.8 

STEPHEH  R.  GOODWIN  Cartwright  &  Goodwin 

2.2 

3.5 

3.5 

3.5 

3.5 

3.5 

2.7 

6.5 

6.7 

ROBERT  H.  VATTER  Metropolitan  Life 

1.0 

3.0 

3.0 

3  5 

3.7 

3.5 

3.7 

7.0 

6.7 

KURT  E.  KARL  WEFA  Group 

2.2 

2.8 

3.2 

3.8 

3.7 

3.4 

3.4 

6.8 

6.8 

DAVID  L.  IITTMANN  Comerico 

2  8 

4. 1 

3.4 

2.7 

O  0 
0.0 

3.4 

3.9 

7.0 

6.4 

RICHARD  S.  PETERSON  Continental  Bank 

2.0 

3.5 

3.5 

3.0 

3.0 

3.3 

3.2 

6.3 

6.8 

C.  HEATHER  DILLENBECK  U  S  Trust 

2.0 

2.5 

3.0 

3.5 

3.5 

3.2 

3.4 

6.5 

7.0 

EDWARD  S.  HYMAN  JR.  ISI  Group 

2.5 

2.5 

3.5 

3.5 

3.5 

3.2 

2.0 

6.0 

6.2 

DAVID  M.  JONES  Aubrey  G.  Lanston 

2.5 

2.7 

3.1 

3.4 

3.7 

3.2 

3.0 

7.0 

6.8 

LAURENCE  H.  MEYER  Laurence  H.  Meyer  &  Assoc. 

2.0 

3.3 

3.3 

3.4 

2.8 

3.2 

2.8 

6.0 

6.8 

LYNN  0.  MICHAELIS  Weyerhaeuser 

1.9 

2.7 

2.5 

4.1 

3.5 

3.2 

2.2 

6.6 

7.6 

JAMES  R.  SOLIOWAY  Argus  Research 

1.7 

3.6 

3.0 

3.6 

2.5 

3.2 

3.4 

6.5 

6.8 

MAUREEN  ALLYN  Scudder,  Stevens  &  Clark 

2.2 

3.1 

3.3 

3.2 

3.0 

3.1 

2.6 

5.8 

6.9 

WILLIAM  C.  DUNKELBERC  Not.  Fed.  of  Ind.  Business 

2.2 

2.5 

2.8 

3.4 

3.3 

3.1 

3.2 

7.0 

6.8 

DONALD  RATAJCZAK  Georgia  State  University 

1 .9 

2.3 

2.9 

3.1 

3.4 

3.1 

3.0 

7.0 

7.0 

J.  PATRICK  BRADLEY  PNC  Financial 

2.3 

2.6 

3.2 

3.2 

3.1 

3.0 

3.2 

6.3 

6.8 

JAMES  C.  COOPER,  KATHLEEN  MADIGAN  Business  Week 

2.9 

1.8 

2.6 

3.6 

3  9 

3.0 

2.6 

6.0 

7.0 

CAROL  LEISENRING  Core  States  Financial 

1.3 

2.5 

2.7 

3.3 

3.4 

3.0 

2.6 

7.0 

6.7 

F.  WARD  McCarthy  stone  &  McCarthy 

2.2 

3.3 

1.8 

3.5 

3.5 

3.0 

3.3 

6.8 

6.5 

LLOYD  T.  O'CARROLL  Reynolds  Metals 

1 .9 

2.2 

2.4 

2.9 

4.0 

3.0 

2.7 

6.0 

7.2 

NICHOLAS  S.  PERNA  Shawmut  Notional  Bonk 

1.5 

2.9 

3.1 

3.0 

3.1 

3.0 

3.4 

6.3 

7.1 

THEODORE  H.  TUNG  National  City  Corp. 

2.6 

2.4 

2.8 

3.4 

3.8 

3.0 

4.0 

6.8 

7.1 

ROBERT  G.  DEDERICK  Northern  Trust 

2.4 

2.6 

2.8 

3.1 

3.1 

2.9 

3.0 

6.0 

7.0 

PAUL  GETMAN  Regional  Financial  Associates 

1.4 

2.0 

2.4 

3.8 

3.5 

2.9 

3.9 

5.7 

6.8 

DAVID  G.  HENSLEY  Univ.  of  Calif,  at  Los  Angeles 

1.5 

2.5 

3.0 

3. 1 

2.9 

2.9 

3.2 

6.4 

6.9 

DAVID  H.  RESLER  Nomura  Securities,  International 

2.4 

2.8 

2.4 

3.1 

3.3 

2.9 

3.0 

6.0 

6.8 

GORDON  R.  RICHARDS  National  Assn.  of  Monuf. 

1.9 

2.1 

2.8 

3.6 

3.1 

2.9 

2.8 

6.5 

6.4 

JOHN  D.  WALTER  JR.  Dov^  Corning 

1.9 

2.2 

2.5 

3.1 

3.7 

2.9 

2.7 

6.0 

6.9 

JOHN  M.  GODFREY  Barnett  Banks 

2.5 

3.0 

2.7 

2.8 

2.8 

2.8 

2.9 

6.5 

6.7 

IRWIN  L.  KELLNER  Chemical  Banking 

2.1 

2.5 

2.6 

3.1 

2.9 

2.8 

3.5 

7.3 

6.7 

ALLEN  SINAI  The  Boston  Co. 

2.7 

2.2 

2.6 

3.4 

3.2 

2.8 

2.8 

6.3 

6.7 

JEFF  K.  THREDGOLD  KeyCorp 

2.2 

2.7 

2.9 

3.0 

3.1 

2.8 

3.0 

6.5 

6.8 

ROGER  BRINNER  DRI/McGraw-Hill 

2.1 

2.4 

2.5 

2.2 

3.7 

2.7 

2  9 

6.5 

7.0 

SAMUEL  D.  KAHAN  Fuji  Securities 

10 

2.0 

3.0 

3.0 

2.5 

2.7 

2.6 

6.3 

6.9 

ALAN  C.  LERNER  Bankers  Trust 

1 .7 

2.0 

2.0 

3.0 

3.6 

2.7 

3.3 

6.5 

7.2 

TAPAN  MUNROE  Pacific  Gas  &  Electric 

2.0 

2.3 

2.4 

2.2 

3.6 

2.7 

3.0 

6.5 

7.1 

NORMAN  ROBERTSON  Mellon  Bank 

1.5 

2.1 

3.2 

2.9 

2.6 

2.7 

3.5 

6.3 

7.0 

RICHARD  D.  C.  TRAINER  Bonk  of  Tokyo 

1.5 

2.3 

3.0 

2.8 

2.5 

2.6 

3.5 

6.0 

6.7 

BURTON  ZWICK  Lord,  Abbett  &  Co. 

1.5 

1.7 

2.2 

3.1 

2.8 

2.5 

2.8 

6.5 

7.0 

DAVID  MUNRO  High  Frequency  Economics 

1.0 

2.2 

1 .9 

2.5 

2.9 

2.4 

2.3 

6.0 

7.4 

JAMES  E.  ANNABLE  First  Chicago 

1.7 

2.7 

2.5 

2.4 

1.7 

2,3 

2.9 

6.0 

7.4 

ROSANNE  M.  CAHN  First  Boston 

3.2 

1.1 

1.9 

3.0 

3.0 

2.3 

2.9 

6.0 

7.0 

LAWRENCE  A.  HUNTER  U.S.  Chamber  of  Commerce 

2.9 

2.7 

1.7 

1.3 

0.8 

1.6 

3.7 

6.0 

7.5 

RAYMOND  T.  DALIO  Bridgev^^oter  Group 

2.5 

2.0 

1.5 

1.5 

1.2 

1.5 

3.7 

6.3 

6.8 

LACY  H.  HUHT  HSBC  Holdings 

2.7 

1.0 

1.5 

1.6 

1.7 

1.5 

2.8 

5.8 

7.2 

CONSENSUS 

2.1% 

2.7% 

2.8% 

3.1% 

3.2% 

3.0% 

3.1% 

6.4% 

6.9% 

I  us  IN  E  $  $ 


way  through  1993.  Even  economists  v.  ho 
foresee  Fed  tightening  expect  no  more 
than  a  half-point  hike  in  the  federal 
funds  rate,  and  not  until  late  in  the  year. 

The  Fed  can  bide  its  time  because  in- 
flation will  remain  flat  on  its  back.  Go- 
ing into  1993,  real  gross  domestic  prod- 
uct is  some  47'  below  its  long-term 
potential.  With  so  many  underutilized  re- 
sources, real  GDP  could  grow  3'-'  per 
year  in  both  1993  and  1994  without  get- 
ting close  to  an  inflationary  flash  point. 
Tame  inflation  should  keep  upward  pres- 
sure off  long-term  rates,  but  significant- 
ly lower  long  rates  will  depend  upon  a 
credible  deficit-reduction  plan. 
SOME  DRAGS.  The  1993  economy  will  still 
face  some  rough  spots.  One  of  the  big- 
gest is  a  deteriorating  trade  outlook.  Re- 
cessions in  Japan  and  most  of  Europe 
are  depressing  foreign  demand.  Also, 
"problems  in  the  European  Community, 
the  currency  turmoil,  and  uncertainty 
abroad  about  Clinton  will  be  a  big  drag 
on  our  exports,"  says  C.  Heather  Dillen- 
beck  of  U.  S.  Trust  Co.  of  New  York.  At 
the  same  time,  recovery  in  the  U.  S.  will 
bring  in  more  imports.  Other  drags:  De- 


fense cuts  will  accelerate.  The  lid  on 
bank  lending  will  co.me  off  only  slowly. 
And  state  and  local  governments  face 
another  tough  year  of  trying  to  live 
within  their  operating  budgets. 

Perhaps  the  biggest  uncertainty  in  the 
outlook  is  the  amount  of  short-term  fis- 
cal stimulus  that  the  new  Administration 
will  offer.  "It  would  be  politically  dan- 


The  Fed  can  bide  its 
time,  because  inflation 
will  stay  flat  on  its  back 


gerous  for  Clinton  to  back  away  from 
his  campaign  promise  to  stimulate  the 
economy,"  says  Michael  R.  Englund  of 
MMS  International.  Most  economists  ex- 
pect a  modest  package  in  the  $20  billion 
to  $30  billion  range,  particularly  since 
the  economic  data  are  looking  better. 

But  some  economists  question  the  ra- 
tionale for  any  further  widening  of  the 


federal  deficit.  That's  because  the  credi 
markets,  which  are  so  hypersensitive  t( 
that  issue,  would  respond  by  pushing  uj 
long-term  interest  rates.  "If  defici 
spending  were  the  key  to  prosperity,  W( 
would  be  in  a  boom,"  says  Lacy  H.  Hun 
of  HSBC  Holdings  PLC.  But  the  problem 
argues  Paul  Getman  of  Regional  Finan 
cial  Associates,  is  that  "left  on  its  owi 
the  economy  can  grow  only  about  2%  t( 
2.5'/  for  the  next  couple  of  years."  Tha 
pace  of  growth  may  be  good  enough  fo: 
economists,  but  not  for  voters. 

In  shaping  any  short-term  stimului 
package,  Clinton  will  also  be  looking  fur 
ther  down  the  road.  If  the  economist: 
are  right  about  1993,  this  slowly  buildinj 
upturn  has  a  good  chance  to  evolve  int( 
an  expansion  that  will  still  be  alive  an( 
kicking  in  1996.  After  all,  the  Presidenc; 
of  Ronald  Reagan  offers  an  importan 
lesson  missed  by  both  Jimmy  Carter  an( 
George  Bush:  A  healthy  economy  earl; 
in  your  term  is  not  important.  What'; 
happening  around  reelection  time  i; 
what  really  matters. 

Bi/  James  C.  Cooper  and  Kathlee) 
Madigan  in  New  York 


HOW  '93  LOOKS  TO  A  MAN  WHO  HIT  '92  ON  THE  HEAD 


Forecasting  modest 
growth  of  about  2.57' 
in  1992  was  a  piece  of 
cake — 17  of  the  50  econo- 
mists surveyed  in  late  1991 
nailed  that  one.  But  foresee- 
ing that  a  growing  economy 
would  trigger  rising  unem- 
ployment was  a  unique  fore- 
casting trick  pulled  off  by 
only  a  few  economists.  Ste- 
phen R.  Goodwin,  president 
of  investment  bank  Cart- 
wright  &  Goodwin  Inc.,  not 
only  expected  the  inertia  in 
the  labor  markets  in  1992 
but  he  also  correctly  antici- 
pated a  67  prime  rate  at 
yearend  and  an  annual  infla- 
tion rate  hovering  near  37 . 

Goodwin  lists  five  funda- 
mental problems  that  have 
been  impeding  a  strong  up- 
turn: the  massive  debt  over- 
hang, defense  cuts,  mount- 
ing bankruptcies,  corporate 
restructurings,  and  a  glut  of  commer- 
cial real  estate.  These  problems  are 
v»hy  he  labels  the  economy's  perfor- 
mance over  the  last  three  years  as  a 
"gi-owth  recession."  And  they  were  the 
reasons  for  keeping  his  1992  outlook 
relatively  downbeat.  In  fact,  his  pre- 
dicted unemployment  rate  of  7.57  tow- 


ered over  the  consensus  projection  of 
6.87.  But,  he  says:  "At  the  time,  the 
number  didn't  seem  high  to  me." 

For  1993,  Goodwin  expects  faster 
growth  for  real  gross  domestic  prod- 
uct, but  "it's  nothing  to  get  excited 
about,"  especially,  he  adds,  compared 
to  the  torrid  pace  of  past  upturns.  Eco- 


nomic growth  of  3.57'  will 
trim  the  unemi)loyment  rate 
to  6.77  by  the  end  of  1993, 
Goodwin  projects. 

Along  the  way,  he  ex- 
pects another  cut  in  short- 
term  interest  rates  by  the 
Federal  Reserve  and  a  small 
fiscal-stimulus  package  by 
the  Clinton  Administration. 
But  Goodwin  warns  that 
this  economy  needs  more 
than  just  Washington  prod- 
ding in  order  to  build  real 
momentum.  "Job  creation,  a 
resurgence  in  personal  in- 
come, and  more  bank  lend- 
ing to  small  and  midsize 
businesses,"  he  says,  "are 
essential  to  launch  a  sus- 
tainable recovery." 

Goodwin  would  also  like 
to  see  the  savings  rate,  now 
at  about  only  4.57  of  dispos- 
able income,  rise  to  67'.  That 
would  expand  the  supply  of 
funds  necessary  for  business  invest- 
ment. And  it  is  shifts  in  the  economic 
basics,  like  more  savings  and  less  debt, 
that  Goodwin  feels  are  imperative  in 
order  to  change  the  recovery's  on- 
again,  off-again  performance  into  one 
of  steadier  and  stronger  growth. 

Bi/  Kathleen  Madigan  in  Xew  York 
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THE  MOUSE  THAT  HEDGED. 


Almost  half  of 
Apples  $7  billion  in  sales 
comes  from  outside  the  U.S. 
That's  an  enormous  exposure 
to  fluctuatins  exchanse  rates. 
So  a  bis  part  of  Apple's  risk 
manasement  stratesy  involves 
hedsins  with  currency  futures 
and  options  on  the  Chicaso 
Mercantile  Exchanse. 

As  the  world's  larsest 
exchanse-traded  market  for 
Deutschemarks,  Yen,  British 
pounds,  Swiss  francs, 


Canadian  dollars 
and  Australian  dollars,  the 
CME  offers  a  larse  local 
tradins  population,  deep 
liquid  markets  and  a 
clearinghouse  system  that 
effectively  manages 
counterparty  risk. 

Now,  knowins  their 
exposure  to  the  whims  of  the 
world's  currencies  has  been 
hedged,  Apple  has  been 
able  to  concentrate  on 
keeping  their  margins  tighter. 


their  prices  lower  and  their 
competition . .  guessing. 

For  more  information 
on  hedging  your  foreign 
exchange  exposure,  call 
the  CME.  We  help  smart 
businesses  manage  risk. 
1-800-331-3332  (Chicago, 
toll-free),  1-312-930-2316 
(Chicago),  071-920-0722 
(London),  03-3595-2251 
(Tokyo). 

CHICAGO 
SSSS5S  MERCANTILE 
EXCHANGE* 

The  Exchange  of  Ideas® 
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HE  REALLY  MEANS 
WHAT  HE  SAID 


The  President-elect's  economic  plan  sticks  to  his  promises 


As  he  puts  the  finishing  touches  on 
his  economic  policy  proposals, 
Bill  Clinton  is  looking  a  lot  like 
Ronald  Reagan.  No,  not  the  govern- 
ment-bashing, tax-slashing  supply  sider. 
But  the  Reagan  who  meant  what  he 
said.  President-elect  Clinton,  it  appears, 
intends  to  do  just  what  he  promised  in 
the  campaign. 

On  the  stump,  Clinton  committed  him- 
self to  an  investment-oriented  economic- 
recovery  plan  coupled  with  a  program  to 
halve  the  budget  deficit  over  four  years. 
And  he  called  for  a  major  new  effort  to 
spur  research  and  development  and  en- 
hance job  training.  His  top  domestic  ap- 
pointments and  the  work  being  done  by 
his  transition  team  both  suggest  this  is 
exactly  where  Clinton  will  be  concentrat- 
ing his  efforts. 

FAR  HORIZONS.  Clinton  also  promised  a 
stimulus  package.  But  signs  of  solid,  if 
unspectacular,  growth  will  allow  him  to 
deflect  calls  for  a  program  so  big  as  to 
undermine  his  deficit-reduction  goals.  In- 
stead, he  should  be  able  to  keep  his  eye 
on  the  economic  horizon.  Says  one  senior 
adviser:  "The  focus  is  on  the  long 
term — what  we  are  going  to  do  with  our 
growth  agenda  over  several  years." 

The  President-elect  has  picked  an  eco- 
nomic team  that  shares  his  views  on  the 
need  to  boost  saving  and  investment. 
But  the  group,  led  by  incoming  Treasury 
Secretary  Lloyd  Bentsen,  Budget  Direc- 


tor Leon  E.  Panetta,  and  senior  White 
House  economic  adviser  Robert  E.  Ru- 
bin, may  well  clash  over  key  elements  of 
policy.  Panetta  is  a  deficit  hard-liner, 
while  Bentsen,  though  a  fiscal  conserva- 
tive, worries  more  about  the  need  for 
tax-based  incentives  to  encourage  both 
savings  and  investment.  Clinton's  choice 
to  head  the  Council  of  Economic  Advis- 
ers, Laura  D.  Tyson,  professor  at  the 
University  of  California  at  Berkeley,  be- 
lieves in  some  forms  of  trade  interven- 
tion to  promote  high  tech  and  other  im- 
portant U.  S.  industries,  while  his  Labor 
Secretary-designate,  Harvard  Universi- 
ty's Robert  B.  Reich,  believes  that  com- 
petitiveness is  built  best  by  improving 
public  works  and  education.  The  task  of 
sorting  out  the  differences  and  formulat- 
ing a  coherent  economic  vision  will  fall 
initially  to  Rubin,  who  will  be  heading 
up  a  new  economic  council  within  the 
White  House.  But  Clinton  has  made 
clear  that  he  will  have  the  last  word  on 
all  economic  policy. 

With  the  final  decisions  to  be  made  by 
early  January,  the  big  question  facing 
the  Clinton  team  remains:  How  much 
short-term  stimulus  is  necessary  to  keep 
the  economy  chugging  ahead?  Clinton 
aides  are  cautiously  optimistic  about  the 
economy's  near-term  prospects  but  not 
entirely  convinced  that  it  has  really 
turned  the  corner.  One  senior  transition 
official  says  the  odds  of  a  sustainable 


recovery  are  improving,  although  h( 
warns  there  is  "a  257^  probability  tha 
this  is  another  false  start."  Clinton  wil 
be  watching  employment  and  other  indi 
cators  for  a  few  more  weeks  before  h( 
decides  how  much  stimulus  to  seek 
"This  is  the  major  economic  policy  deci 
sion  we're  going  to  have  to  make.  Wha 
we've  got  to  decide  is  what  to  do,  hov 
much,  and  when,"  Clinton  said  at  th( 
economic  conference  he  chaired  in  Littl( 
Rock  in  mid-December. 

But  the  betting  is  that,  as  long  as  th( 
signs  stay  positive,  he'll  propose  littk 
more  than  a  modest  speedup  of  already 
planned  actions.  For  instance,  he  migh 
advance  into  early  next  year  a  few  bil 


THE  TOP  OF  CLINTON'S  WASHINGTON  AGENDA 


RESTORE  THE  INVESTMENT  TAX  CREDIT 


The  on-again,  off- 
again  ITC  will  be  back.  The  Clinton  version  will  tie  the  credit  to 
a  company's  past  investment  record,  offering  the  benefit  only 
on  outlays  made  over  and  above  those  made  in  previous  years 

1^ 


Clinton  has  promised  to  cut  the  deficit  in  half 
by  the  end  of  his  first  term,  a  task  that  will  require  deep  spend- 
ing cuts.  Likely  targets:  benefits  for  wealthy  retirees  and  subsi- 
dies for  farmers.  Deficit-reduction  will  get  greater  priority  if  the 
econornu:  .iitlook  improves 

t'^^^^EDSBBSB  Clinton  has  pledged  to  spend  as 
much  as  $80  billion  in  the  next  four  years  on  such  public  works 
as  roads,  bridges,  and  pollution-control  technology,  and  on  edu- 
cnrion  and  trainmg 


SHUFFLE  THE  TAX  BURDEN 


Clinton  has  pledged  to  raise  tax 
rates  on  families  earning  more  than  $200,000,  impose  a  surtax 
on  millionaires,  and  toughen  the  alternative  minimum  tax.  At 
the  same  time,  he  wants  to  cut  taxes  for  the  middle  class,  proba- 
bly for  families  earning  less  than  about  $50,000 


REDUCE  TAXES  ON  CAPITAL  GAINS 


Finally.  After  years  of 
squabbling.  Congress  will  likely  enact  a  capital-gains  tax  cut  in 
1993.  But  the  incentive  probably  will  be  limited  to  investments 
in  startups,  held  for  several  years 


HEALTH-CARE  REFORM 


Clinton  will  introduce  a  major  over- 
haul of  the  nation's  health-care  system  within  the  first  few 
months  of  his  Adininistration.  But  it  will  probably  take  at  least  a 
year  to  get  the  complex  changes  enacted  into  law 
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on  dollars  of  his  proposed  four-year  $80 
illion  public-investment  spending  plan, 
imilarly,  he  might  call  for  a  small  extra 
IX  credit  for  capital-equipment  pur- 
hases  made  in  early  1993.  Total  stimu- 
is:  probably  around  $30  billion  in  1993. 
n  addition,  aides  are  looking  at  other 
^ays  to  stimulate  growth  without  either 
icreasing  spending  or  cutting  taxes  fur- 
her.  One  idea  on  the  table:  urging  bank 
xaminers  to  ease  up  a  bit  on  financial 
istitutions  and  thereby  encourage  them 
3  lend  more  readily. 
URPRISE  TACKLE.  But  Clinton's  main 
:oal  is  promoting  long-term  growth, 
'hat's  just  fine  with  many  executives, 
lays,  Edward  R.  McCracken,  ceo  of  Sili- 
on  Graphics  Inc.:  "There  have  been  too 
aany  attempts  at  short-term  stimulus  in 
Vashington.  In  business,  you  have  to 
fiake  decisions  on  what  things  will  be 
ike  two  or  three  years  from  now." 

The  broad  outlines  of  Clintonomics — 
luilt  on  a  mix  of  public  and  private  in- 
estment — have  been  clear  for  months. 
Clinton  will  try  to  stimulate  business 
pending  with  an  investment  tax  credit 
i.nd  a  capital-gains  tax  cut  for  investors 
n  new  businesses.  His  public  investment 
)rogram  features  $20  billion  a  year  in 
nfrastructure  spending,  including  mon- 
'Y  for  education  and  training  as  well  as 
raditional  public  works. 

One  possible  surprise:  Bill  Clinton 
nay  tackle  deficit  reduction  with  much 
nore  vigor  than  many  expect.  He  has 
)romised  to  pay  for  all  of  his  tax  incen- 


tives and  new  spending  with  tax  hikes 
on  the  rich  and  some  modest  spending 
cuts.  But  to  meet  his  goal  of  chopping 
the  deficit  in  half  by  1996,  he  may  have 
to  be  still  more  aggressive.  On  that 
front,  he'll  be  pushed  by  Panetta — and 
by  Alice  Rivlin,  whom  Clinton  has 
tapped  to  be  Panettti's  deputy  at  the 
Office  of  Management  &  Budget.  Both 
will  be  urging  tax  hikes  as  well  as 
tough,  specific  spending  reductions 
aimed  at  popular  middle-class  subsidies. 
Two  likely  options  for  the  Clinton  bud- 


Clinton  may  tackle  the 

deficit  with  more  vigor 

than  many  expect 
♦ 

get  slashers:  raising  medicare  premiums 
and  shaving  farm  subsidies.  The  eco- 
nomic team  is  "good  news  for  those  of 
us  who  care  about  the  deficit,"  says  one 
top  Senate  Republican. 

Clinton  may  have  no  choice  but  to  lis- 
ten to  his  team.  As  he  learned  in  the 
final  days  of  the  campaign,  the  bond 
markets  will  be  watching  him  like  a 
hawk.  Despite  a  lack  of  inflationary 
pressure,  the  financial  markets  remain 
extremely  jittery:  In  November,  long- 
term  interest  rates  rose  by  more  than  30 


basis  points  after  traders  convinced 
themselves  that  Clinton  would  push  for 
budget-busting  stimulus.  If  the  new 
President  fails  to  come  up  with  a  credi- 
ble deficit-fighting  plan,  interest  rates 
could  start  rising,  and  that  could  cripple 
the  recovery.  The  best  bet  for  reassur- 
ing the  markets  is  for  the  Clinton  team 
to  produce  a  package  of  spending  cuts 
and  tax  hikes  that  will  kick  in  next  fall. 

While  any  spending  cuts  may  meet 
tough  resistance  on  Capitol  Hill,  Clin- 
ton's tax  proposals  are  not  very  ambi- 
tious and  should  sail  through  Congress. 
Indeed,  Congress  passed  a  tax  bill  last 
March  that  was  almost  identical  to  the 
likely  Clinton  plan,  only  to  see  it  vetoed 
by  Bush.  Clinton's  version  will  be  high- 
lighted by  an  investment  tax  credit  (ITC). 
He's  still  working  out  details,  but  the 
credit  is  unlikely  to  apply  to  all  new 
equipment.  To  get  the  biggest  bang  for 
their  buck,  the  Clintonites  would  like  to 
limit  the  credit  to  investment  that  repre- 
sents an  increase  over  some  base  period. 

Such  an  incremental  credit  could  work 
like  this:  Say  a  company  had  bought  an 
average  of  $10  million  worth  of  capital 
equipment  each  year  for  the  past  three 
years.  If  it  upped  its  investment  in  1993 
to  $15  million,  it  would  be  eligible  for  a 
credit  only  on  the  $5  million  difference. 
The  benefit  to  Treasury  is  that  the  re- 
striction would  both  limit  the  revenue 
loss  to  the  government  and  reduce  the 
amount  of  subsidy  for  equipment  that 
would  have  been  bought  anyway.  The 
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downside  is  that  an  incremental  ITC 
m\ii;ht  punish  the  very  companies  that 
continued  to  invest  through  the  econom- 
ic slump. 

Capital-intensive  industries  will  love 
the  credit,  although  they'll  grumble  if 
Clinton  makes  it  incremental.  But  the 
service  sector,  which  is  less  capital-inten- 
sive than  manufacturing  and  thus  has 
less  use  for  an  IT(',  could  raise  a  fuss. 
Service-sector  executives  may  fear  that 
business  would  eventually  be  forced  to 
pay  for  the  iTC  with  an  increase  in  the 
corporate  tax  rate. 

Similarly,  investors  may  have  mixed 
feelings  about  Clinton's  capital-gains  tax 
cut.  The  good  news  is  that,  after  years 
of  watching  Washington  squabble,  they 
will  finally  get  something.  But  it's  prob- 
ably going  to  be  a  lot  less  generous  than 
President  Bush's  various  plans — and 
may  exclude  most  mainstream  stock  and 
bond  investments.  Details  on  the  Clinton 
proposal  are  fuzzy,  but  he  seems  most 
interested  in  targeting  small  business  or 
startups.  One  possibility  is  cutting  the 
tax  in  half  for  small-business  invest- 
ments held  at  least  five  years. 


To  most  executives,  even  those  mod- 
est steps  are  better  than  gridlock.  Says 
San  Francisco  investment  banker  San- 
ford  R.  Robertson:  "An  investment  tax 
credit  helps.  Capital  gains  helps.  Any- 
thing to  increase  the  savings  rate 
helps." 

BOND  BOOM?  Clinton's  plans  won't  have 
a  major  impact  on  individual  taxes,  ex- 
cept for  the  highest-income  taxpayers. 
The  middle  class  may  get  some  relief 
from  a  modest  tax  cut  for  those  making 
less  than  $50,000  or  so.  Clinton  may  toss 
in  an  additional  break  for  families  with 
children.  But,  as  Bush  reminded  voters 
during  the  campaign,  the  rich  can  expect 
to  see  their  taxes  hiked.  Clinton  will 
probably  raise  the  top  rate  to  S67"  for 
those  earning  more  than  $200,000.  And 
he'll  hit  the  very  wealthy  with  a  lO'X 
surtax  on  income  in  excess  of  $1  million. 
In  addition,  he  has  promised  to  stiffen 
the  alternative  minimum  tax. 

Higher  tax  rates  could  be  a  windfall 
for  the  tax-exempt  bond  market,  which 
should  see  a  boom  in  demand  by  rich 
investors  scurrying  for  shelter.  State 
and  local  governments  will  need  to  bor- 


row to  finance  their  share  of  Clinton's 
promised  infrastructure  spending  plans. 
But  overall  muni  volume  will  nonethe- 
less slide  in  1993,  as  the  recent  re- 
financing surge  begins  to  slow  down 
(page  102). 

And  it's  not  only  rich  folk  who  will  be 
wary  of  the  taxman.  U.  S.  subsidiaries  of 
foreign-owned  corporations  may  take  a 
hit.  Clinton  has  vowed  to  crack  down  on 
those  that  try  to  avoid  U.  S.  taxes.  He 
says  he  can  produce  $45  billion  in  new 
revenues  from  increased  enforcement, 
but  most  experts  believe  he'll  be  lucky 
to  get  20%  of  that. 

From  the  beginning.  Clinton  has  been 
reasonably  clear  about  his  tax  and 
spending  plans.  His  views  on  trade  is- 
sues are  less  explicit,  but  no  less  im.por- 
tant,  since  Bush  is  leaving  him  with  two 
huge  pieces  of  unfinished  business:  the 
North  American  Free  Trade  Agreement 
and  the  108-nation  talks  known  as  the 
Uruguay  Round  of  the  General  Agree- 
ment on  Tariffs  &  Trade. 

Most  U.  S.  businesses,  eager  to  take 
advantage  of  investment  and  sales  op- 
portunities in  Mexico,  want  to  see  nafta 


CLINTON'S  ECONOMIC  TEAM 


LLOYD  BENTSEN 


TREASURY  SECRETARY  The  smooth 
and  powerful  chairman  of  the 
Senate  Finance  Committee, 
Bentsen  is  an  expert  in  the  ways 
of  Capitol  Hill.  Knows  the  tax 
code  inside  out  and  has  been  a 
key  player  in  trade  matters.  Will 
be  chief  economic  spokesman 


LEON  PANETTA 


BUDGET  DIRECTOR  Chairman  of  the 
House  Budget  Committee,  he 
has  made  a  crusade  of  deficit-re- 
duction. Panetta  has  taken  on 
powerful  interests  in  Washing- 
ton but  can  slog  through  the  nas- 
tiest budget  battles  with  good 
humor.  Shares  Clinton's  inter- 
est in  governmental  reform 


ROBERT  RUBIN 


SENIOR  ECONOMIC  ADVISER  Co- 
chairman  of  Goldman  Sachs.  A 
longtime  Democratic  fund-rais- 
er, Rubin  has  become  increas- 
ingly interested  in  policy  issues. 
A  key  liaison  to  the  securities 
markets,  the  low-key  Rubin 
could  fit  in  well  as  the  chief 
Wliite  House  economic  aide 


LAURA  D'ANDREA  TYSON 


CHAIR,  COUNCIL  OF  ECONOMIC 
ADVISERS  Professor  of  econom- 
ics at  liie  University  of  Califor- 
nia at  Berkeley.  A  self-described 
'cautious  activist'  on  trade  poli- 
cy, Tyson  emphasizes  that  high- 
er R&D  spending  and  better 
training  are  needed  to  make  the 
U.S.  more  competitive 


ROGER  ALTMAN 


DEPUTY  TREASURY  SECRETARY  Vice- 
chairman  at  Blackstone  Group,  a 
New  York  merchant  banking 
firm.  Tough  and  abrasive,  Alt- 
man  was  an  Assistant  Treasury 
Secretary  in  the  Carter  Adminis- 
tration. Met  Clinton  when  both 
were  students  at  Georgetown 
University 


ALICE  RIVLIN 


DEPUTY  ADMINSTRATOR,  OFFICE  OF 
MANAGEMENT  &  BUDGET  Former 
director  of  the  Congressional 
Budget  Office,  currently  at  the 
Brookings  Institution.  Another 
deficit  hard-liner,  Rivlin  has  fo- 
cused increasingly  on  the  need 
for  spending  reductions,  rather 
than  tax  hikes  data,  bw 
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Software  Coach. 


CA90s 


One  of  the  finest  academic  insti- 
tutions in  the  countiy  -  the 
University  of  Miami  -  also  has 
the  #1  college  football  team. 

But  you  should  really  see 
their  computer  team. 

Led  by  veteran  CIO  Lew 
Temares,  the  University  of 
Miami  Information  Resources 
Department  has  been  racking 
up  sonie  pretty  impressive 
statistics  of  its  own 
over  the  past  10 
years. 

"  Service  levels 
are  at  a  record  high.  '^ST^' 
Response  time  has       t'^^  90s. 
been  cut  in  half  and  we're 
always  on  time  and  under  bud- 
get," says  Temares. 

That's  what  happens  when 
you  have  the  right  leader,  a 
hardworking  team  and 
Computer  Associates  software. 

"Ever>'thing  we  do  is  built 
around  C  A  database  and  sys- 
tems software,"  says  Temares. 

'It  gives  us 


University  of  Miami  CIO 
Lew  Temares,  Ph.D., 
is  on  a  winning  streak 
with  advanced  ca  database 
and  systems  software.  - 


one  totally 
integrated 
environment 
across  the 
entire 
University. 
And  that 
keeps  all  our  customers  happy. " 

And  the  game  plan  for  this 
year? 

"Same  as  last  year.  Work 
hard  and  play  to  win." 

/iSSOdATES 

Software  superior  by  design. 


' ) Computer ,\ssDCiates  International,  Inc.. 

One  Computer  A.ssoclates  Plaza,  Islandia,  NY  11788-7000. 


WASHINGTON  POLICY 


implemented  at  once.  Labor  and  environ- 
mental {groups,  however,  would  like  to 
see  the  new  President  renegotiate  the 
agreement  to  increase  protection,  but 
that's  not  in  the  cards.  Clinton  believes 
that  he  can  address  some  of  these  issues 
in  side  agreements  with  Mexico  without 
having  to  reopen  negotiations  on  the  en- 
tire treaty. 

The  Uruguay  Round  is  less  beloved  of 
U.  S.  companies,  which  are 
sending  mixed  signals  to  the 
next  Administration.  The 
talks  recently  got  a  boost 
when  Bush  bludgeoned  the 
European  Community  into  a 
ground-breaking  compromise 
on  agricultural  export  subsi- 
dies. But  with  U.  S.  corpora- 
tions divided  on  just  what 
strategies  they  favor,  the 
eventual  outcome  is  far  from 
clear.  American  companies  ap- 
preciate the  lowering  of  trade 
barriers  and  tariffs  abroad, 
but  manufacturers  are  wary 
of  demands  from  developing 
nations  that  U.  S.  laws 
against  dumping  and  other 
predatory  trade  practices  be 
watered  down. 

Some  industries,  such  as 
textiles,  oppose  a  deal  out- 
right. Others  that  stand  to 
benefit,  such  as  motion  picture  and  tele- 
vision producers,  fear  that  Washington 
has  already  given  away  too  much  in 
hopes  of  a  compromise.  Before  tackling 
global  trade  talks,  the  White  House  m.ay 
first  have  to  cut  a  deal  among  its  own 
warring  business  constituencies. 

The  prospect  of  trade  conflict  should 
recede,  though,  as  economic  growth  re- 
vives. That  hasn't  happened  yet  in  Eu- 
rope and  Japan,  but  activity  is  picking 
up  in  the  U.  S.  And  as  the  recovery  here 
gains  momentum,  rising  prices  and 
climbing  interest  rates  could  pose  more 
of  a  threat.  Yet  to  sustain  growth,  Clin- 
ton will,  at  a  minimum,  need  the  cooper- 
ation of  the  Federal  Reserve. 
HONEYMOON.  While  the  Fed  remains 
firmly  in  the  hands  of  the  GOP,  it  is 
showing  little  immediate  inclination  to 
engage  Clinton  in  battle.  Says  Fed  Gov- 
ernor John  P.  La  Ware:  "We  all  feel  the 
team  he  has  assembled  is  not  a  threaten- 
ing team.  We  have  high  regard  for 
them."  Even  arch-Republican  Fed  Chair- 
man Alan  Greenspan  is  giving  Clinton 
high  marks.  The  two  men  hit  it  off  when 
!  they  met  in  Little  Rock  on  Dec.  3.  Other 
!  i'Vd  officials  believe  that  the  improving 
i^ciinomy  should  keep  relations  smooth — 
for  ;.\  while.  "The  Clinton  people  have 
gotter,  the  message  about  where  we  are 
in  the  i'<'COvery  process,"  says  one  senior 
Fed  official,  who  expects  that  the  new 


Administration  will  downplay  the  need 
for  economic  stimulus  to  revive  growth. 

But  pessimists  warn  that  the  entente 
between  the  Fed  and  the  White  House 
may  not  last  the  year.  Greenspan  isn't 
going  to  make  any  promises  about  hold- 
ing down  rates  for  Clinton.  And  rate 
hikes  may  come  sooner  in  this  recovery 
than  they  have  in  the  past.  One  reason  is 
that  this  P'ed  has  pledged  to  continue  to 


THE  DEFICIT  MILLSTONE 


WITH  ENTITLEMENTS 
GROWING... 


...THE  DEFICIT 
STAYS  HIGH 


▲  PERCENT  OF  FEDERAL  BUDGET  A  BILIIONS  OF  DOLLARS 

DATA:  CONGRESSIONAL  BUDGET  OFFICE 


scjueeze  inflation  out  of  the  economy. 
And  it  might  have  to  raise  short-term 
rates  much  faster  than  the  President- 
elect would  like,  in  order  to  convince 
skeptical  markets  it  is  serious. 

The  tension  over  price  stability  is  al- 
ready rising  within  the  Fed.  As  early  as 
last  October,  two  Fed  officials  opposed 
any  tilt  toward  further  rate  cuts,  argu- 
ing that  the  Fed's  inflation-fighting  cred- 


Fc 


oreign  companies 

that  try  to  avoid  U.S. 

taxes  could  take  a  hit 
♦ 


ibility  was  at  risk.  And  even  those  wh 
believe  the  economy  has  room  to  gro 
before  inflation  starts  to  heat  up  ai 
cautious.  "If  credit  demand  comes  bad 
the  fuel  is  out  there  for  a  lot  of  borro\ 
and-spend  excesses  among  householc 
and  businesses,"  worries  one  policyma^ 
er.  Having  been  through  a  recession  pr 
longed  by  the  financial  excesses  of  tl" 
1980s,  the  Fed  may  feel  impelled  to  rais 
rates  against  any  sharp  rit 
in  borrowing — even  before  i: 
tlation  starts  to  rise. 

That  means  that  by  ne: 
fall — or  even  earlier,  if  t\ 
econom.ic  activity  is  strong- 
the  Fed  will  be  under  pre 
sure  to  tighten.  Caught  b 
tween  two  masters — Wasl 
ington  and  Wall  Street- 
Greenspan  is  likely  to  sic 
with  the  financial  markets,  o 
fering  up  at  least  a  token  rai 
hike  in  hopes  of  letting  trai 
ers  see  that  he  won't  let  infl; 
tion  get  out  of  control. 
IRONCLAD.  A  credible  fisc; 
policy  that  is  built  around 
serious,  multiyear  deficit-r 
duction  plan  would  take  son: 
of  the  heat  off  the  Fed.  An 
Greenspan  and  his  colleague 
would  like  nothing  more  tha 
to  see  such  a  plan  adoptei 
especially  since  they  know  they'll  ha\ 
to  face  the  wrath  of  congressional  Den 
ocrats  who  believe  that  Fed  inactic 
lengthened  and  deepened  the  recessior 
The  Fed's  message  to  Clinton  is  clea 
It  may  be  able  to  give  him  the  breathin 
room  he  needs,  but  only  if  he  keeps  h 
stimulus  package  small  and  couples 
with  specific,  ironclad  budget  cuts  thj 
will  apply  in  future  years.  "It's  got  to  t 
in  one  bill,  with  one  signature,  if  th 
markets  are  going  to  believe  in  the  pad 
age,"  insists  a  top  Fed  official. 

That  puts  the  ball  squarely  in  Clii 
ton's  court.  And  he  seems  more  tha 
receptive.  On  Dec.  11,  Clinton  declare 
that  if  his  tax  and  investment  plar 
were  going  "to  have  credibility,  the 
have  to  be  accompanied  by  a  seriou 
deficit-reduction  plan." 

With  his  economic  team  in  place,  Clii 
ton  has  clearly  staked  out  policy  prior 
ties  for  the  year  to  come:  investmen 
oriented  tax  incentives,  more  feder; 
spending  on  human  and  public  infr; 
structure,  and  deficit  reduction.  That' 
what  Clinton  promised  in  the  Ion 
months  on  the  campaign  trail.  And  fc 
better  or  worse,  that's  just  what  he' 
preparing  to  deliver. 

By  Howard  Gleckman,  with  Mik 
McNamee  and  Paul  Magnusson  i 
Washington,  Russ  Mitchell  in  Sa 
Francisco,  and  bureau  reports 
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Financial  Tax-Free 
Income  Shares 


Yield  Tax  Equivalent  ...8.069 
Current  Tax-Free  ....  5.S69 
Annualized  Return  Thrcyugh  9/30/91 

One  Year  10.70% 

Five  Year  11.58% 

Ten  Year   11.41% 
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iivestor's  Business  Daily  ranked  the  Fund  #1  of  their  top  23  municipal  bond  hinds  tor  1989-1991.  Total  renirn  assumes  reinvestment  of  dividend  and  capital  gain  distributions  for  the  period  ending  9/30/92.  Past  performan 
i  not  a  guarantee  of  hiture  results.  Investment  return  and  principal  value  will  fluctuate  so  diat,  when  redeemed,  an  investors  shares  may  be  worth  more  or  less  dian  their  original  cost.  Yields  were  calculated  according  to  SE 
Rations.  Taxable  equivalent  yield  is  based  upon  31%  federal  tax  rate.  Investment  income  may  be  subjea  to  state  and  local  taxes  and  federal  altemanvc  minunum  tax.  For  more  complete  information,  including  manageme 


1^        STOCK  OVERVIEW 


STILL  TIME  TO  REACH 
FOR  THE  BRASS  RING 

The  astute  investor  can  make  a  bundle  in  this  middling  year  for  stocks.  Here's  how  to  pick  'em 


The  two-year-old  bull  market,  which 
has  taken  the  Dow  Jones  industrial 
average  up  nearly  1,000  points,  no 
longer  looks  like  much  of  a  stampede. 
Stocks  are  not  cheap.  Short-term  inter- 
est rates  are  creeping  up.  The  U.  S.  eco- 
nomic recovery  is  fitful.  The  world  econ- 
omy is  downright  lousy.  Add  to  that  all 
the  uncertainties  of  a  new  President  in 
the  White  House  who  promises  to  raise 
ai  least  some  taxes.  It's  enough  to  send 
investors  to  the  sidelines. 

liui,  ('.m't  go  just  yet.  What  would  a 
bull  market  be  without  lots  of  worries? 
There's  money  to  be  made  in  the  stock 
market  in  1993.  It's  just  that  investors 
v>  ill  ha\  t  I's  work  harder.  And  stock  se- 


lection is  paramount.  Just  choosing  the 
right  industries  to  invest  in  may  not  be 
enough,  since  there  are  wide  disparities 
in  corporate  performance  within  indu.s- 
tries:  General  Motors  Corp.  is  awash  in 
red  ink  while  Chrysler  Corp.  is  on  a  roll; 
Southwest  Airlines  Co.  soars  while  its 
rivals  can't  get  earnings  off  the  ground. 

Sure,  the  sorts  of  stocks  that  domi- 
nate the  Dow  and  the  Standard  &  Poor's 
500-stock  index  don't  look  like  any  great 
bargains.  The  price-earnings  ratio,  near- 
ly 17  times  estimated  1993  earnings  on 
the  S&P  500,  is  historically  high.  So  are 
measures  such  as  the  price-to-book-value 
ratio,  the  price-to-cash-flow  ratio,  and 
the  dividend  yield.  "By  all  historical  pa- 


rameters, there's  not  a  lot  of  upside  t( 
the  S&P  500,"  says  Tony  Kreisel,  co-port 
folio  manager  for  the  $4  billion  Putnan 
Fund  for  Growth  &  Income. 

But  you  can't  judge  investments  in  j 
vacuum.  In  an  environment  where  yields 
on  alternatives  to  stocks  are  low  or  non 
existent,  stocks  can  still  be  mighty  at 
tractive.  Certainly,  individual  investors 
who've  been  rolling  out  of  bank  CDs  anc 
into  equities,  think  so.  The  yield  on  th( 
S&P  500  is  higher  than  what  banks  oi 
money-market  mutual  funds  are  paying 
Foreigners,  too,  are  upbeat  on  U.  S 
stocks  as  they  look  for  continuec 
strength  in  the  U.  S.  economy.  Domestic 
money  managers  are  cautiously  optimis 
tic  hut  not  wildly  bullish. 
NARROW  RANGE.  Wall  Street's  expecta- 
tions for  the  stock  market  are  modest 
Steven  Einhorn  of  Goldman,  Sachs  &  Co 
has  about  the  most  bullish  forecast  for 
the  S&P  500:  a  \27<  to  lb7<  total  return, 
David  Shulman  of  Salomon  Brothers 
Inc.  is  on  the  low  end:  a  scant  6.5%-, 
almost  a  repeat  of  1992's  performance. 

To  make  any  kind  of  positive  forecast 
for  1993,  analysts  are  bucking  history. 
The  first  years  of  new  Presidential  Ad- 
ministrations are  typically  down  years 
for  stocks.  David  McHugh  of  Northern 
Investment  Counselors  also  notes  that 
cyclical  bear  markets  take  place  every 
three  or  four  years — and  the  last  one 
was  in  1990.  A  bear  market,  he  says, 
"would  not  be  out  of  character." 

The  pros  are  less  than  fired  up  about 
stocks  because  they  see  no  further  de- 
clines in  interest  rates  or  an  explosion  in 
corporate  profits.  With  short-term  rates 
near  30-year  lows  and  some  signs  of  I'e- 
newed  life  in  the  economy,  the  Federal 
Reserve's  easy-money  days  are  over. 
From  here  on  out,  the  Fed  will  more 
likely  be  neutral  than  easy,  especially 
since  President  Bill  Clinton  and  Con- 
gress will  probably  provide  some  fiscal 
stimulus  to  accelerate  economic  growth. 
Long-term  interest  rates  could  fall  be- 
cause inflation  is  in  check,  but  not 
enough  to  trigger  a  major  revaluation  of 
stock  prices. 

On  the  earnings  front,  the  market  is 
already  anticipating  about  a  20%  earn- 
ings gain  for  the  S&P  500.  It  will  take 
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luch  larger  increases  in 
rofits  to  drive  prices  very 
lUch  higher.  That's  going 
I  be  tough,  especially  since 
le  multinational  companies 
lat  dominate  the  big-stock 
/erages  will  also  be  under 
'essure — coping  with  the 
;cession  in  Europe,  which 
ill  cost  them  sales,  and  a 
Tonger  dollar,  which  will 
it  away  at  profits.  Then 
lere's  FAS  106,  the  account- 
ig  rule  that  makes  compa- 
ies  put  their  future  retiree 
saltli-benefit  costs  on  their 
alance  sheets.  Although 
le  rule  change  is  factored 
ito  the  earnings  forecasts, 
alomon's  Shulman  thinks 
lost  investors  have  under- 
5timated  the  cost — and 
)uld  face  some  unpleasant 
arp  rises. 

The  change  in  power  in 
le  White  House  may  be  a 
onevent  for  the  market.  Sure,  stocks 
)ld  off  in  early  October  when  it  became 
ear  that  George  Bush  would  not  over- 
ike  Clinton.  Then,  Wall  Street  started 
'anking  out  stock  tips  on  environmental 
nd  infrastructure  stocks  expected  to  do 
ell  with  a  more  activist  hand  at  the 
elm.  But  with  the  market  up  200  points 
•om  the  October  bottom,  the  Clinton 
illy  may  already  be  history.  Wall  Street 
'ill  keep  a  sharp  eye  on  Clinton's 
lOves,  but  given  the  mainstream  look  of 
le  economic  team,  investors  are  not  ex- 
ecting  anything  dramatic.  Says  James 
[.  Gipson  of  Pacific  Financial  Research 
ic:  "Any  changes  Clinton  makes  will 
e  modest  and  on  the  fringes." 

This  time  last  year,  many  on  Wall 
treet  were  forecasting  a  10%  to  \5'/'- 
3turn  from  stocks  in  1992.  So  far, 
ley've  fallen  well  short  of  the  mark. 
ed  by  economically  sensitive,  or  "cycli- 
al,"  stocks,  the  Dow  reached  3400  in 
lay  and  again  in  July — a  7'/i  gain.  But 
uring  the  summer,  the  economy 
eemed  to  sputter  again,  and  the  cycli- 
als  swooned.  The  Dow  was  further 
ragged  down  by  the  deep-seated  woes 
t  GM,  IBM,  and  Westinghouse  Electric, 
rhkh  together  knocked  more  than  100 
oints  off  the  average.  And  for  a  short 
ime  in  October,  the  Dow  was  below  its 
991  close.  At  this  point,  it's  up  a  slim 
.7%  for  the  year,  or  less  than  7%  with 
ividends  included. 

RIED-AND-TRUE.  The  S&l'  500  is  On  high 
round,  but  its  year-to-date  return  is 
till  only  a  smidgen  above  the  Dow. 
Vhile  cyclicals  dominate  the  Dow, 
Towth  stocks  have  a  much  greater  im- 
act  on  the  S&P  500.  So  the  S&P  lagged 
•ehind  earlier  in  the  year,  when  cyclicals 
urged,  but  it's  looking  far  better  now, 
iter  investors  returned  to  some  of  the 


STOCKS  WITH  A 'SPIN' 


Recent  price       P-E  ratio*       Dividend  yield 


AUTOMATIC 

DATA  PROCESSING  521/4  25  0.9% 

As  small  businesses  prosper,  they  will  need  the  payroll  and  other  ser- 
vices that  ADP  provides 

FORD  41%  13  3^9 

tow-cost  producer,  can  hit  It  big  with  only  a  modest  economic  pickup 

GOODYEAR  69%  V\  1^4 

With  the  global  industry  capacity  shrinking  and  raw-materials  prices 
low,  profit  margins  are  sure  to  widen 
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Machinery  maker  should  cash  in  as  capital  spending  increases 
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MEAD  39%  14 

New  capacity  and  cost-cutting  bode  well  for  paper  company 

ROCKWELL  INTERNATIONAL     28 Vs  12  3.3 

Conglomerate  with  little  debt  is  buying  back  stock  with  excess  cash 

'Based  on  1993  IBES  earnings  estimates 
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tried-and-true  growth  stocks.  Superpow- 
er retailer  Wal-Mart  Stores  Inc.,  down 
about  8/'!  in  June,  is  now  up  about  O.T'a 
for  the  year. 

Not  only  has  the  market's  gain  been 
modest,  so  has  its  volatility.  Big  price 
swings  have  been  rare.  The  market 
dropped  more  than  100  points  during  the 
day  on  Oct.  5  but  rebounded  sharply 
before  the  closing  bell. 

Although  the  stock  market  looks  plac- 
id, there  are  plenty  of  positive  develop- 
ments going  on  below  the  surface.  For 
starters,  individual  investors  continue  to 
return  to  the  stock  market,  mainly  by 
purchasing  nuitual  funds.  The  funds  are 
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fueling  a  boom  in  new  stock 
offerings,  and  that's  build- 
ing a  cushion  of  sorely  need- 
ed equity  under  Corporate 
America.  So  far  this  year, 
corporations  have  raised 
$69.4  billion  in  equity,  includ- 
ing $87.4  billion  in  initial 
public  offerings,  according 
to  Securities  Data  Co. 
FLYING  BACK.  Foreign  inves- 
tors, who've  been  net  sellers 
of  U.  S.  equities  for  several 
years,  are  starting  to  tiptoe 
back.  "After  endless  de- 
ferred hopes,  we  are  much 
more  confident  in  the  U.  S. 
economy,"  says  Joe  Scott 
Plunimer,  managing  director 
of  Martin  Currie  Ltd.,  which 
manages  $4  billion  in  global 
portfolios  from  Edinburgh. 
Plummer  recently  doubled 
his  U.  S.  holdings"  to  30%.  by 
selling  British  and  European 
stocks.  Takashi  Yamaguchi, 
Seiyu  Investment  Manage- 
also  plans  to  increase  pur- 
chases of  U.  S.  equities  for  much  the 
same  reason — poor  prospects  elsewhere. 

In  searching  for  stocks  for  the  new 
year,  many  analysts  and  portfolio  man- 
agers are  leaning  toward  cyclicals.  "The 
cost  of  capital  is  way  down,  and  so  is  the 
cost  of  labor,"  says  Putnam's  Kreisel, 
whose  stock  recommendations  include 
manufacturers  such  as  Allied-Signal, 
Dana,  and  Rockwell  International. 
Thomas  M.  Keresey  of  Palm  Beach  In- 
vestment Advisers  Inc.  is  buying  cycli- 
cals such  as  Ingersoll-Rand,  Lukens 
Steel,  and  Nucor,  but  he's  not  ready  to 
dump  winners  such  as  Home  Depot  Inc. 
and  Wal-Mart. 

Still,  since  the  economic  recovery  will 
be  modest,  most  pros  want  cyclicals  that 
fill  a  niche  or  have  some  special  traits 
that  distinguish  them — stocks  with  a 
".spin"  (table).  Take,  for  instance,  Inter- 
public Group  of  Cos.  Inc.  The  worldwide 
advertising  giant  came  through  the 
slump  better  than  its  competitors,  and 
its  balance  sheet  is  tops.  "Interpublic  is 
best  positioned  to  profit  from  a  rebound 
in  advertising,"  says  Northern's  Mc- 
Hugh.  Likewise,  Shulman  tells  clients  to 
buy  Ford  Motor  Co.,  which  is  the  U.  S. 
auto  industry's  "low-cost  producer — 
Ford  doesn't  need  4%  economic  growth 
to  make  money." 

Nor  do  most  investors.  With  low  infla- 
tion and  a  slowly  improving  economy,  it 
may  be  time  to  give  stocks  another  whirl 
around  the  dance  floor,  albeit  to  a  slow- 
er tempo.  The  bull  market,  it  turns  out, 
has  a  lot  in  common  with  aging  baby 
boomers:  too  old  to  rock  'n'  roll,  too 
young  to  die. 

By  Jeffrey  M.  Laderman  in  New  York, 
with  bureau  reports 


fOn  STOCKS 


SMALl-CAP  STOCKS 


THIS  PARTY 
WILL  KEEP  ON  ROCKING 


Is  a  correction  coming?  Probably.  But  the  fundamentals  are  sound  and  the  risks  low 


For  investors  in  small-capitalization 
stocks,  too  much  ^^ood  news  can  be 
very,  very  bad.  Euphoria  is  the 
great  enemy  of  a  small-cap  rally,  be- 
cause overheated  secondaries  have  a 
way  of  crashing  down.  Well,  the  small 
caps  certainly  have  been  generating 
great  tidings  of  late.  They've  beaten  the 
market  for  two  straight  years  and  have 
climbed  at  almost  three  times  the  rate  of 
the  overall  market  since  Oct.  1.  But  is 
that  good  news  too  good?  Are  small 
caps  leaders — or  goners? 

This  time,  it  seems,  there's  no  real 
reason  to  be  frightened  by  all  those 
good  tidings.  True,  a  correction  may  be 
in  the  cards  during  the  weeks  ahead. 
Market  technicians  argue  persuasively 


that  the  charts  bespeak  a  transitory  in- 
terruption in  the  rally.  Overheated  sec- 
tors in  jjarticular — esjjecially  biotechnol- 
(jgy  stock.s — may  well  give  u|)  much  of 
their  gains.  But  overall,  any  such  correc- 
tion would  be  a  buying  opportunity,  be- 
cause the  fundamental  case  for  small 
caps  remains  sound.  "I  firmly  believe 
that  the  small-cap  rally  has  a  couple  of 
more  years  to  go,"  asserts  Claudia  E. 
Mott,  a  quantitative  analyst  at  Pruden- 
tial Securities  Inc.  and  a  leading  small- 
cap  watcher. 

Here  are  some  of  the  arguments  that 
are  being  advanced  in  favor  of  small-cap 
stocks: 

■  Cycles.  The  assumption  is  that  small- 
cap  rallies  run  in  cycles,  and  that  the 


current  one,  which  began  in  Novembe: 
1990,  should  have  traits  paralleling  it 
predecessors.  If  so,  then  the  current  fe; 
tivities  are  likely  to  be  quite  lengths 
Mott  observes  that  the  average  smal 
ca|)  cycle  since  the  193()s  has  lasted  5. 
years — never  less  than  four  years — an 
has  brought  forth  an  annual  average  n 
turn  of  297'',  18  percentage  points  bette 
than  the  Standard  &  Poor's  500-stoc 
index.  The  mother  of  all  secondary  ra 
lies  was  the  most  recent — a  1975-83  e) 
travaganza  in  which  small  caps  enjoye 
an  average  annual  return  of  27.87' ,  bea' 
ing  the  S&P  500  by  11.3  percentag 
points. 

The  cyclical  scenario  has  a  plausibi 
explanation  for  the  miasma  that  bese 
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n;ill-CH|)  stocks  earlit'f 
lis  year:  It  was  a  cor- 
;ction,  albeit  one  of 
;veral  that  are  lii<ely 
I  cast  a  shadow  over 
le  small-cap  landscape 
ifore  the  cycle  runs  its 
)urs(!.  This  year's  cor- 
;cti()n  lasted  seven 
lOnths — quite  a  bit 
•nger  than  the  3.8- 
onth  average  for  the 
)rrections  that  beset 
le  small  caps  durinj>' 
le  1975-88  rally.  What 
lose  corrections  lacked 
I  length  they  more 
lan  made  up  for  in 
umber — there  were 
me  of  them.  Likewise, 
lere  were  six  correc- 
ons  during  the  1963-68 
nail-cap  rally,  and 
ley  averaged  five  months  each. 
Valuations.  Small-cap  stocks,  despite 
leir  recent  runup,  are  still  cheap.  Ac- 
)rding  to  Mott,  small-cap  stocks  ordi- 
arily  trade  at  a  price-earnings  ratio  1.2 
mes  the  p-e  of  the  S&I'  500.  When  small- 
ip  stocks  rise  to  huge  premiums  over 
le  s&P,  it  is  often  a  sign  that  the  small- 
ip  rally  is  about  to  end.  In  1983,  when 
le  last  small-cap  rally  ended,  small-cap 
;ocks  were  trading  at  1.4  times  the  av- 
"age  p-e  of  the  s&P  500.  By  contrast, 
)day's  small  caps  are  at  about  0.9  times 
le  market's  p-e. 

Clinton.  The  statistical  history  argu- 
lents  are  amply  supplemented  by  an- 
ther event  in  recent  history — the  elec- 
on  of  Bill  Clinton.  It's  no  coincidence 
lat  the  rally  in  small  caps  began  at  a 
me  when  Clinton's  election  seemed  as- 
jred,  and  the  reasoning  now,  among 
ven  the  staunchest  Republican  inves- 
)rs,  is  that  Clinton  is  a  kind  of  Demo- 
ratic  castor  oil — difficult  to  swallow, 
ut  basically  a  plus  for  small-cap  stocks. 
Idward  M.  Kerschner,  chief  investment 
trategist  at  PaineWel)ber  Inc.,  observes 
lat  since  new  job  growth  typically 
3mes  from  small  businesses,  it  logically 
dIIows  that  Clinton  must  promote 
rowth  among  small  companies  to  ac- 
omplish  his  job-creation  goals.  More- 
ver,  Clinton's  proposals  for  a  nation- 
nde  network  of  100  community 
evelopment  banks  and  170  "regional 
echnology  transfer  centers"  could 
reathe  new  life  into  a  range  of  small 
ublic  companies  and  perhaps  even  give 
igh-tech  stocks  a  second  wind.  Small- 
ap  bulls  are  also  looking  for  a  capital- 
ains  rate  cut  targeted  toward  small 
usiness  and  an  investment  tax  credit. 

1  The  health  mess.  FAS  106,  the  new  ac- 

ounting  standards  for  retiree  health 
enefits,  will  hurt  large-cap  companies 
ar  more  than  small  ones.  And  then 
here's  Clinton's  proposal  for  expanded 


health-care  benefits.  True,  some  analysts 
have  maintained  that  Clinton's  health- 
care proposals  would  wreak  havoc  on 
small  companies.  But  Kerschner  believes 
that  the  hardest  hit  would  be  private 
companie.s — the  tiniest  "mom  and  pop" 
outfits,  which  often  compete  with  small 
])ublic  companies. 

■  Europe.  The  America-first  argument 
comes  in  handy  for  small-cap  stocks 
when  foreign  economies  turn  sour.  Sure 
enough,  the  recent  malaise  in  Europe  is 
being  trotted  out  as  a  reason  for  invest- 
ing in  small-cap  stocks.  The  reasoning  is 
that  small-cap  stocks  are  less  likely  than 
large  ones  to  be  exposed  to  the  economic 
and  monetary  malaise  that  besets  Eu- 
rope. Analysts  note  that  45'/  of  the  S&F 
500's  profits  are  derived  from  foreign 
operations,  and  that  607'  of  those  over- 
seas profits  come  from  Europe.  Small- 
cap  companies  tend  to  serve  domestic 
markets  and  have  little  or  no  foreign 
entanglements.  In  1991,  Mott  notes,  29'X 
of  small-cap  companies  reported  some 
foreign  pretax  income,  versus  557'  for 
large-cap  companies. 

■  Mutual-fund  cash.  High  mutual-fund 
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cash  levels  are  widely 
considered  to  be  bullish, 
because  all  those  green- 
backs have  to  be  in- 
vested, thereby  driving 
up  the  price  of  the 
shares.  The  "aggressive 
growth"  mutual  funds 
had  some  $8  billion  in 
cash  in  October,  accord- 
ing to  the  most  recent 
figures  com|jiled  by  the 
Investment  Company 
Institute.  That  consti- 
tutes 11.67  of  total  as- 
.sets.  "All  this  liquidity 
in  the  mutual-fund  area 
is  a  strong  plus  for 
small-cap  stocks.  The 
potential  flow  of  funds 
is  enormous,"  says 
Richard  J.  Hoffman, 
chief  investment  strate- 
gist at  Cowen  &  Co. 

If  you're  planning  to  let  some  of  your 
own  funds  flow  into  small-cap  stocks, 
the  best  strategy  is  to  sprinkle  the  mon- 
ey into  the  market,  rather  than  throwing 
it  in  as  one  lump  sum.  Even  if  the  pun- 
dits are  correct,  the  likelihood  is  strong 
that  some  sort  of  correction  is  in  the 
offing.  Robert  S.  Robbins,  a  market 
strategist  at  the  Robinson  Humphrey 
Co.  in  Atlanta,  is  bullish  on  small  caps 
over  the  long  term,  but  he  believes  that 
a  correction  could  easily  cough  up  the 
gains  that  have  been  realized  in  recent 
weeks. 

So,  buying  on  a  correction  is  a  good 
strategy.  Ditto  for  buying  into  a  small- 
cap  mutual  fund  as  the  best  way  of 
latching  onto  a  broad  market  swing.  But 
if  you  plan  to  take  a  plunge  into  individ- 
ual stocks,  stay  away  from  overheated 
sectors,  particularly  biotechnology 
stocks.  John  Ballen,  portfolio  manager 
of  MFS  Lifetime  Emerging  Growth  Fund, 
is  buying  economically  sensitive  stocks, 
such  as  software  companies — System 
Software  Associates  Inc.  and  Autodesk 
among  them — on  the  theory  that  such 
companies  will  ride  an  economic  re- 
bound. By  the  same  token,  he  is  buying 
into  restaurant  companies,  such  as  Inter- 
nati(jnal  House  of  Pancakes  Inc.  and  Ap- 
plebee's  International  Inc.  If  p-e  ratios 
expand,  Ballen  predicts,  small-cap  stocks 
could  climb  by  as  much  as  207  in  the 
year  ahead. 

That's  a  heady  prospect,  particularly 
when  tamer  forms  of  investment  are 
yielfling  37  a  year  or  less.  Small-cap 
stocks  have  historically  given  investors 
significant  rewards,  with  proportionally 
higher  risks.  Rarely  have  the  rewards 
seemed  greater,  or  the  risks  less  daunt- 
ing. And  they  should  stay  that  way — 
until  the  inevitable  day  when  investors 
begin  to  like  small  caps  too  much. 

By  Gary  Weiss  in  New  York 


Its  a  challenge  to  the  competition  and  a  work  ethic  here  It  says  don't  take  relationships  tor  gi-aiited,  an  important  credo 
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strength  combined  with  intellectiuil  ciiiTency. 

Our  shareholders'  equitv'  now  totals  S9.6  billion,  a  sti'ong 
capital  base  diat  supports  a  powerhil  presence  in  key  markets  and 
works  to  the  benefit  ot  our  customers  everv-where. 

Intellectual  currency  is  the  intelligence,  ingenuity,  drive  and 


knowledge  our  people  use  to  meet  clients'  financial  needs. 

We  use  intellectual  cuirency  and  capital  strengdi  to  innov  ate 
across  all  markets  and  all  Rmctions.  It  you  are  a  customer  ot  ours,  or 
if  \'ou  become  one,  hold  us  to  our  pledge.  W'e'll  help  you  innovate  so 
you  can  leave  your  competition  in  your  w  ake. 
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WHERE  THE  SHARPSHOOTERS 
ARE  SETTING  THEIR  SIGHTS 


Hot  plays  for  the  year  ahead  from  a  pack  of  gung-ho  stock-pickers 


TRANSATLANTIC 
IS  CRUISING 


A number  of  big  players  in  prop- 
erty-and-casualty  insurance, 
such  as  Transamerica  and  Con- 
tinental Reinsurance,  have  exited  this 
particularly  troubled  segment  of  the  in- 
dustry. So  why  is  the  stock  of  Transat- 
lantic Holdings,  a  worldwide  provider 
of  property-and-casualty  reinsurance, 
on  the  rise?  Trading  at  $29  a  share  in 
June,  the  stock  has  hit  51  despite  a  big 
drop  in  Transatlantic's  third-quarter 
earnings. 

"Two  things  have  turned  the  compa- 
ny into  an  attractive  play  in  the  other- 
wise dismal  P&C  business,"  says  invest- 
ment manager  Graham  Tanaka  of 
Tanaka  Capital  Management.  The 
probability  that  more  insurers  and  rein- 
surers in  the  U.  S.  and  overseas  will 
leave  the  business  should  greatly 
brighten  Transatlantic's  prospects.  Ta- 
naka notes  that  the  insurer  hasn't 
chased  after  the  kinds  of  risky  busi- 
ness that  others  have.  So  the  company 
has  kept  its  balance  sheet  clean. 

Take  the  problems  at  Lloyd's  of  Lon- 
don, which  posted  $4.7  billion  in  losses 
for  1988  through  1989.  Analysts  believe 
Lloyd's  capacity  for  underwriting  risks 
has  diminished  as  a  result.  These  ana- 
lysts expect  more  losses  because  of 
Lloyd's  exposure  to  recent  catastro- 
phes, such  as  Hurricane  Andrew.  Tana- 
ka notes  that  Transatlantic  competes 
directly  with  Lloyd's  in  certain  insur- 
ance lines  in  London  and  the  U.  S. 

The  other  reason  for  Tanaka's  bull- 
ishness: "The  cycle  is  turning  up  for 
the  industry."  With  Transatlantic's  un- 
derwriting capacity  "substantially  un- 
impaired," he  says,  it  should  gain  from 
any  business  upturn.  Clients  renew 
their  policies  in  January,  "most  likely 
at  higher  rates,"  Tanaka  notes.  With 
fewer  reinsurers  and  an  increased  de- 
mand for  insurance  protection — at 
higher  rates — he  believes  Transatlantic 
will  be  in  the  catbird  seat. 

So  Tanaka  expects  1993  and  1994  to 
be  gangbuster  years  for  Transatlantic. 
He  sees  earnings  of  $4  a  share  in  1993 


and  $5  in  1994,  vs.  an  estimated  $2.70 
for  1992.  Tanaka  sees  no  reason  why 
Transatlantic  shouldn't  trade  at  a 
price-earnings  ratio  of  15,  which  would 
mean  a  stock  price  of  $75  a  share  in  18 
to  24  months. 

There's  more:  Transatlantic  is  44%- 
owned  by  insurance  giant  American  In- 
ternational Group.  It  may  end  up  buy- 
ing more  shares  of  Transatlantic,  some 
pros  say,  as  the  four  other  Transatlan- 
tic founding  shareholders — Metropoli- 
tan Life  Insurance,  Swiss  Reinsurance, 
Daido  Mutual  Life  Insurance,  and 
Compagnie  Financiere,  which  collec- 
tively own  1.5  million  shares,  bow  out 
of  the  company.  Some  50%>  of  Transat- 
lantic's business  comes  from  AIG.  The 
stock  is  apt  to  jump  on  any  news  that 
AIG  is  buying  more  shares. 


THE  LATEST  TWIST 
FROM  RAY  DIRKS 


One  of  the  more  controversial 
pros  on  Wall  Street,  Ray  Dirks, 
is  active  and  thriving.  Widely 
remembered  for  his  expose  in  1973  of 
Equity  Funding,  an  insurance  company 
that  was  found  to  be  cooking  its  books. 
Dirks  now  heads  his  own  research  out- 
fit with  nearly  60  analysts.  His  firm's 
forte:  Scouting  for  winners  among  the 
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trove  of  new  issues  and  little-known 
over-the-counter  stocks.  He's  proud  of 
having  called  six  new  issues  that 
zoomed  more  than  100  times  in  a  peri- 
od of  two  to  seven  years.  Among  them: 
Geico,  Key  Pharmaceutical,  and  Presi- 
dential Life. 

So  what's  his  latest  rave?  Dirks  is 
convinced  that  CliniCorp,  the  only  pub- 
licly traded  company  in  the  $10  billion 
chiropractic  industry,  will  be  his  next 
giant  winner.  It  went  public  in  January 
at  6'/2  and  is  now  up  to  19.  But  Dirks 
thinks  the  company,  which  has  been 
acquiring  clinics  around  the  country, 
still  has  a  long  stretch  of  growth 
ahead.  He  sees  it  posting  sales  of  $50 
million  in  1993  and  $300  million  in  1994, 
vs.  current  sales  of  $25  million. 

Analyst  Mike  LeConey  of  Ray  Dirks 
Research  notes  that  a  Rand  study  sup- 
ports the  "appropriateness"  of  chiro- 
practic back  manipulation  to  relieve 
lower-back  pain. 

CliniCorp  has  agreed  to  acquire  104 
chiropractic  clinics  in  eight  states,  in- 
cluding Florida,  New  Mexico,  and  Tex- 
as, with  estimated  revenues  of  $44  mil- 
lion. CliniCorp  already  owns  20  clinics 
in  Texas  and  Florida,  in  addition  to  15 
clinics  in  the  Dallas-Fort  Worth  area 
that  CliniCorp  is  scheduled  to  acquire. 

The  company  has  yet  to  make  mon- 
ey, but  Dirks  thinks  it  will  be  modestly 
in  the  black  in  the  year  ending  May  31, 

1993,  and  then  earn  $5  a  share  in  fiscal 

1994.  Never  one  to  understate,  Dirks 
sees  CliniCorp  as  a  $150  stock,  based 
on  a  p-e  of  30  for  his  1994  estimate. 


STALKING  GROWTH 
WITH  DREYFUS 


Can  a  person  who  has  been  a  Wall 
Street  economist  all  his  life  trans- 
late macroeconomic  thinking  into 
stock-picking?  Richard  Hoey  thinks 
so — and  does.  Now  chief  economist  at 
Dreyfus,  Hoey  has  taken  on  the  added 
task  of  money  manager  and  president 
of  Dreyfus  Growth  &  Income  Fund.  So 
far,  Hoey  has  scored  very  well. 

He  has  built  the  fund's  assets  from 
$8  million  at  the  start  of  the  year  to 
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$120  million.  Net  asset  value  has 
gained  some  17%  this  year,  vs.  3%  for 
the  average  growth  and  income  fund. 

Hoey's  two  newest  stock  picks: 
Roadway  Services,  the  nation's  third- 
largest  general  freight  motor  carrier, 
which  he  believes  will  benefit  substan- 
tially when  the  economy  heats  up,  and 
Endosonics,  a  new  company  that  devel- 
oped and  manufactures  a  tiny,  patent- 
ed, computer-driven  catheter  for  car- 
diovascular surgery. 

Roadway,  now  at  73,  has  been  in  the 
fast  lane  since  August,  when  it  was  at 
58.  No  matter,  says  Hoey,  who  sees 
the  stock  driving  up  to  85  in  a  year. 
Although  Roadway  is  a  stock  that's 
sensitive  to  the  economic  cycle,  "the 
company's  growrth  ahead  is  almost  as- 
sured, and  this  has  attracted  growth- 
stock  investors,"  he  adds. 

Endosonics  is  a  new  issue  that  went 
public  in  March  at  15  a  share.  "I  favor 
new  issues  that  have  superior  products 
or  technology  whose  stock  has  come 
down  from  its  IPO  price,"  says  Hoey, 
who  has  been  buying  Endosonics  since 
it  dropped  to  6  in  July.  Now,  it's  at  91/2, 
and  Hoey  sees  the  stock  climbing  to 
the  mid-teens. 


WHERE  FRONTIER  IS 
PANNING  FOR  GOLD 


oney  manager  Grace  Fey 
thinks  the  Clinton  Cabinet  and 
iWhite  House  appointments 
have  helped  create  a  mighty  favorable 
environment  for  the  stock  market.  So 
the  executive  vice-president  and  portfo- 
lio manager  at  Frontier  Capital  Man- 
agement, which  steers  assets  of  $1.3 
billion,  has  turned  gung-ho  on  stocks. 

Fey  assumes  that  the  budget  deficit 
won't  rise  much  as  the  economy  perks 
up  and  that  inflation  and  interest  rates 
will  remain  stable.  Under  these  condi- 
tions, she  believes  stocks  closely  linked 
to  restructuring,  consumer  optimism, 
health  care,  and  technology  will  be 
among  the  smart  gainers  over  the  next 
three  to  five  years. 

Among  restructuring  companies, 
Fey's  pick  is  Allied-Signal,  a  conglom- 
erate that  has  been  selling  off  its  mar- 
ginal and  unprofitable  assets.  While 
Allied  hasn't  been  a  growth  stock,  Fey 
believes  the  company  will  be  a  fast 
grower  in  the  years  ahead  once  it  com- 
pletes its  restructuring.  She  sees  earn- 
ings of  $3.95  a  share  for  1992  and  $4.75 
for  1993,  up  from  1991's  $2.50.  It's  now 
trading  at  $58  a  share,  and  Fey  be- 
lieves the  stock  will  hit  80  in  a  year. 

Among  consumer-sensitive  stocks, 
Fey  is  high  on  Dillard  Department 
Stores,  which  has  climbed  from  32  in 


early  July  to  47  today.  She's  convinced 
that  it  has  further  growth  ahead.  "We 
aren't  looking  for  a  home  run,"  she 
says,  "but  the  stock  is  worth  much 
more." 

In  health  care.  Fey  thinks  U.  S. 
Healthcare  is  the  stock  to  buy.  A  major 
provider  of  health-care  services,  the 
company  "is  a  well-managed  HMO  with 
strong  cost-control  systems."  Fey  ex- 
pects earnings  to  jump  to  $2.20  a  share 
in  1993  from  an  estimated  $1.78  in 

1992.  It's  now  at  44,  and  Fey  expects 
the  stock  to  climb  to  55  in  a  year. 

Microsoft  is  Fey's  favorite  among 
the  high  techs,  largely  because  it's 
well-positioned  as  a  fast  grower  in  a 
niche  market.  "This  stock  is  not  for  the 
faint  of  heart,  because  it  tends  to  move 
in  big  spurts,  but  it's  a  great  buy  on 
dips,"  she  says.  Fey  expects  the  stock, 
now  at  87,  to  hit  the  llO-to-115  range. 
She  sees  earnings  of  $4.10  a  share  in 

1993,  up  from  1992's  estimated  $3.10. 


ROBUST  PROGNOSIS 
FOR  A  BIOOD  TEST 


The  company  named  i-STAT  is  quite 
an  eye-catcher,  not  only  because 
of  its  unusual  name  but  because 
of  its  product — a  portable,  handheld 
device  called  Portable  Clinical  Analyzer 
that  uses  a  disposable  cartridge  to  per- 
form instant  blood  tests.  "It's  the  kind 
of  a  still-unknown  company  with  a 
product  that  could  be  a  blockbuster," 
says  one  New  York  fund  manager. 

In  a  90-second  procedure,  i-STAT's  an- 
alyzer performs  six  of  the  most  com- 
monly ordered  blood  tests,  including 
measures  of  urea  nitrogen,  which  is 
crucial  in  detecting  kidney  impairment; 
hematocrit,  an  indicator  of  the  body's 


stiite  of  hydration  or  severe  blood  loss; 
and  glucose.  It's  already  approved  by 
the  Food  &  Drug  Administration. 

Initially  offered  to  the  public  at  18^/2 
on  Feb.  26,  1992,  the  stock  tumbled  to  9 
in  late  October.  It  has  since  recovered 
and  is  now  at  13.  Doug  Clark,  a  portfo- 
lio manager  at  Dreyfus,  believes  the 
stock  is  a  valuable  long-term  holding 
because  the  i-STAT  system  will  be  a  big 
cost-saver  for  patients,  hospitals,  and 
health-care  providers.  The  company's 
goal  is  to  become  the  standard  of  care 
for  routine  blood  analysis. 

"The  i-STAT  system  is  a  classic  razor- 
blade  product,"  notes  analyst  Stephen 
Handley  of  Smith  Barney,  Harris 
Upham.  He  says  the  cartridge,  which 
sells  for  $9.99,  is  a  single-use  item  that 
could  be  in  big  demand  when  i-STAT 
begins  to  catch  on.  The  product  is 
based  on  proprietary  biosensor  technol- 
ogy using  semiconductors  and  electro- 
chemistry. Handley  expects  the  compa- 
ny to  be  in  the  red  for  the  next  two 
years,  and  he  sees  earnings  of  $1.30  a 
share  in  1994. 


AN  END  TO 
HIGH-HEEL  HELL? 


Why  would  anybody  bother 
with  Langer  Biomechanics 
Group?  That's  what  people 
are  likely  to  ask  when  they  find  that 
several  smart  investors  have  put  mon- 
ey into  this  otherwise-obscure  maker 
of  orthotic  products. 

Donald  Cecil,  founder  of  Cumberland 
Associates,  a  New  York  investor 
group,  holds  a  1.8V"  stake,  and  Walsh, 
Greenwood,  a  Wall  Street  firm  that 
takes  big  positions  in  stocks,  owns 
5.37>.  And  Louis  Petti,  vice-president 
for  U.  S.  Surgical,  has  a  5.9%  interest. 
What's  the  scoop? 

"For  a  small,  unknown  company, 
Langer  is  an  interesting  stock  play," 
says  investment  strategist  Jerry  Ballan 
of  Fahnestock.  One  attraction:  a  new 
product,  DressFlex,  promises  to  be  a 
gigantic  hit.  It's  an  orthotic  device  de- 
signed do  away  with  the  pain  of  wom- 
en's high-heeled  shoes.  The  contoured 
mold  changes  the  posture  of  the  foot 
inside  the  shoe. 

But  the  real  kick,  says  Ballan,  is  the 
buyout  angle.  He  thinks  new  manage- 
ment, which  won  a  proxy  fight  in  1991, 
is  now  ready  to  sell  Langer  to  a  compa- 
ny with  deep  pockets — the  better  to 
market  Langer's  products.  Whispers 
are  that  management  has  talked  infor- 
mally with  interested  parties,  including 
a  medical-device  manufacturer.  Ballan 
thinks  the  stock  would  be  worth  $6  a 
share  in  a  buyout. 
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THE  BEST  EUROPLAYS  WILL  HAVE 
AH  AMERICAH  ACCEHT 

Currency  turmoil  has  the  pros  looking  for  multinationals  that  do  big  business  in  the  U.S. 


I 


1 1  hit  Xiek  Stevenson  just  before  take- 
off. On  a  November  visit  to  the  U.  S., 
1  Warburg  Securities  Ltd.'s  European 
stockpicker  boarded  a  jammed  DC-lU  in 
Boston,  heading  for  Minneapohs.  "Here 
we  are  heading  from  cold  to  absolutely 
bloody  freezing,  and  the  flight  is  packed 
to  bursting,"  he  recalls.  "America  is  on 
the  move  again."  he  says,  "and  it's 
heartening  to  see  the  economy  getting 
back  in  gear." 

Indeed,  in  Europe's 
financial  capitals,  in- 
vestment pros  are  tak- 
ing America'-s  better 
economic  news  to 
heart — and  portfolio. 
With  the  European 
immunity's  currency 
-  y  srem  in  shambles  and 
r.  (  fusion  throwing  eco- 
!i'"r:ic  integration  into 
ques'ion.  money  man- 
!;.frs     are  ditching 


Europlays  in  favor  of  bets  on  a  U.  S. 
upturn  and  a  stronger  dollar.  Says  Eric 
Elstob,  joint  managing  director  of  Lon- 
don's Foreign  &  Colonial  Investment 
Trust  PLC:  "The  outlook  for  Europe  is 
for  a  very  tough  five  yeai-s." 
QUEST  FOR  DOLLARS.  That's  quite  a  mood 
swing.  On  Jan.  1,  the  EC  will  usher  in  a 
free-trading  single  market  that's  sup- 
posed to  deliver  prosperity  and  a  big 
push  toward  monetary  and  political 


HOW  THE  WORLD'S  BOURSES  ARE  FARING 


Price-  1992  performance* 
earnings  ^ 
ratio 


In  local  In 
currency  dollars 


30  t:.;SlNESS  WEE< 


HONG  KONG 

14.6 

22.2 

22.9 

NETHERLANDS 

12.8 

2.9 

-0.9 

THAIUND 

13.5 

19.9 

18.7 

FRANCE 

14.9 

-0.4 

-4.2 

SWITZERLAND 

15.2 

19.4 

15.1 

GERMANY 

14.4 

-6.5 

-10.0 

BRITAIN 

18.9 

9.0 

9.3 

CANADA 

17.2 

-7.0 

-15.7 

U.S. 

AUSTRALIA 

20.1 

-9.1 

-17.2 

Stanckird  &  Poor's  500 

24.0 

3.7 

3.7 

JAPAN 

38.2 

-22.7 

-22.0 

union.  Instead,  Europeans  are  preoccu 
pied  with  the  Bundesbank's  high  interesi 
rates,  mounting  discord  among  E( 
states,  and  chaos  in  the  former  Soviei 
empire.  With  coi^porate  earnings  expect 
ed  to  be  down  as  much  as  lo7<  in  man} 
countries  and  big  bankruptcies  starting 
to  shake  investor  confidence,  it's  no  won 
der  that  many  European  boui-ses  art 
shrouded  in  gloom. 
Gloom,  but  hardly  doom.  Europe  stil 
offers  an  array  of  ways 
to  stay  clear  of  the  tur 
moil.  Many  pros  hav€ 
been  returning  to  Brit- 
ain, Sweden,  and  othei 
countries  that  have 
abandoned  their  tight 
links  to  the  German- 
dominated  Europeai] 
Monetarj-  System  and 
have  cut  interest  rates 
sharjjly.  And  all  across 
Europe,  investment  ad- 
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isers  are  searching  for  multinationals 
hat  do  a  hefty  business  in  the  U.  S.  and 
ther  dollar-bloc  countries  yet  still  sell  at 

discount  to  transatlantic  competitors. 
Vith  the  greenback  expected  to  rise  an 
dditional  109^  in  1993  after  climbing 
4%  since  early  fall,  "it's  very  important 
0  find  exposure  to  the  U.  S.  economy 
nd  the  dollar,"  counsels  Michael  Young, 
lerrill  Lynch  &  Co.'s  London-based  Eu- 
opean  investment  strategist. 

Among  those  in  Young's  camp  is  War- 
iUrg's  Stevenson,  who  has  been  buying 
)utch  brewer  Heineken,  which  gener- 
tes  35%  of  its  sales  in  the  Western 
lemisphere.  And  Hans  Kaufmann,  head 
f  research  at  Zurich's  Bank  Julius 
iaer,  is  gobbling  up  such  local 
tandbys  as  Nestle,  Union 
iank  of  Switzerland,  insurer 
iwiss  Re,  and  pharmaceutical 
:iant  Roche  Holding  (table). 

Roche  alone  is  a  global  lead- 
r  in  biotechnology  and  is  like- 
V  to  see  earnings  climb  16'/'  in 
993,  Kaufmann  estimates, 
fet  its  shares  are  still  fetch- 
(ig  a  modest  price-earnings 
atio  of  12,  just  half  of  that 
or  Merck  &  Co.  Even  Switzer- 
and's  recent  rejection  of  near- 
y  barrier-free  trade  ties  with 
he  EC  has  failed  to  shake  ana- 
y&ts'  enthusiasm  in  the  coun- 
ry's  bourses.  "Switzerland  is 
.  cheap  way  to  play  Wall 
itreet,"  says  Michael  Hughes, 
European  strategist  for  Bar- 
lays  de  Zoete  Wedd  Ltd.  in 
./ondon. 

tLOOD  SPATTERED.  Values  also 
ire  emerging  in  Britain,  which 
•xited  the  European  currency 
.ystem  during  the  "bloody 
A^ednesday"  shootout  with  the 
Bundesbank  last  Sept.  16. 
iince  then,  the  London  Stock 
Exchange  has  ridden  sterling's  devalua- 
ion  and  a  3-percentage-point  cut  in  in- 
erest  rates  to  a  record  high. 

Many  British  money  managers  favor 
;onglomerates  such  as  Hanson  PLC  and 
^TR,  whose  big  U.  S.  holdings  should  pay 
)ff  as  the  economy  recovers.  Others  like 
iuch  companies  as  Allied-Lyons,  parent 
)f  Dunkin'  Donuts  and  Baskin-Robbins, 
ind  Bass,  which  owns  Holiday  Inn 
i\^orldwide.  And  arguing  that  Britain's 
'ate  cuts  will  also  spark  domestic 
growth,  Frank  V.  Jennings,  managing 
iirector  of  international  equities  at 
Mitchell  Hutchins  Asset  Management 
Inc.,  is  buying  such  midsize  companies 
IS  Medeva,  a  maker  of  vaccines  and  oth- 
3r  drugs,  and  Lloyds  Chemist,  a  drug- 
store chain. 

Stockholm's  pros  are  similarly  high  on 
their  multinationals.  The  economy  is 
ieep  in  recession,  but  since  November, 
when  the  Swedes  abandoned  efforts  to 


keep  the  krona  pegged  to  the  mark  and 
other  EC  currencies,  the  Stockholm  ex- 
change has  risen  20?;.  That's  drawing 
cash  into  Astra,  a  pharmaceutical  maker 
with  a  new  anti-ulcer  drug,  as  well  as 
appliance  maker  Electrolux.  But  Bo 
Zethraeus,  head  of  the  trading  division 
at  Stockholm  brokerage  Enskilda  Fond- 
kommission,  is  especially  high  on  belea- 
guered auto  maker  Volvo.  A  devalued 
currency  and  the  U.  S.  recovery  should 
help  exports  of  Volvo's  racy  new  850 
model. 

Apart  from  dollar  plays,  values  seem 
few  and  far  between  in  this  winter  of 
European  discontent.  Still,  most  experts 
figure  the  Bundesbank  will  start  slash- 
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ROCHE  HOLDING  Switzerland 

Global  biotech  leader 

$2,840.00 

53.4% 

48.0% 

BIC  France 

No  debt,  lots  ot  cosh,  and  global  ambitions 

166.00 

30.9 

27.2 

AXA  France 

Now  a  power  in  U.S.  life  insurance 

181.00 

27.7 

24.0 

NESTLE  Switzerland 

Food  giant  with  big  U.S.  exposure 

784.00 

26.6 

22.0 

SOCIETE  GENERALE  France 

Could  benefit  from  falling  interest  rates 

107.00 

23.2 

19.8 

BENETTON  GROUP  Italy 

Competitiveness  rising  as  lira  falls 

9.25 

21.5 

-0.2 

CABLE  &  WIRELESS  Britain 

Durable  carrier  with  big  overseas  profits 

10.60 

14.9 

-4.8 

AHOLD  The  Netherlands 

Coming  on  strong  with  U.S.  supermarkets 

48.30 

9.0 

5.9 

VOLVO  Sweden 

Cutting  costs  and  rolling  out  new  models 

49.00 

4.7 

■14.0 

SIEMENS  Germany 

Bulwark  against  German  recession 

372.00 

-6.4 

-9.2 
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ing  interest  rates  by  the  second  quarter. 
"It's  inevitable  that  rates  will  come 
down — substantially  down — in  the 
course  of  1993,"  says  George  Magnus, 
Warburg's  chief  international  economist. 
By  yearend,  he  says,  German  short-term 
rates  could  be  at  69(,  2.5  percentage 
points  below  where  they  are  now. 
'RAGING  BUY.'  France  may  not  be  able  to 
wait  for  the  Germans  to  move  on  rates, 
however.  So  far,  the  French  have  kept 
the  franc  tightly  pegged  to  the  mark  to 
preserve  EC  unity  and  the  exchange-rate 
system.  But  that  fidelity  is  costing  the 
French  dearly  in  lost  growth.  With  legis- 
lative elections  looming  in  March  and 
speculative  attacks  on  the  franc  increas- 
ing, many  believe  the  French  will  soon 
devalue  their  currency  on  their  own.  If 
that  happens,  interest  rates  could  fall  3 
or  4  percentage  points  and  make  French 
stocks  "one  of  the  raging  buys  of  the 
marketplace,"  says  Mark  Richardson, 


chief  investment  officer  at  the  Chase 
Manhattan  Private  Bank. 

Even  if  the  French  don't  break  with 
Germany,  they  still  could  come  out 
ahead.  Should  the  Bundesbank  lower  its 
rates,  France  would  immediately  follow 
suit.  So  Richardson  is  already  buying 
Alcatel  Alsthom,  the  telecommunications 
and  engineering  group.  And  Dominique 
Bourjac,  head  of  research  at  Paris-based 
Detroyat  Associates,  is  going  into  insur- 
er Axa.  In  addition  to  benefiting  from 
lower  rates  at  home,  she  notes,  Axa's 
499!  stake  in  the  Equitable  Group  gives 
it  a  big  chance  to  benefit  from  the  U.  S. 
recovery. 

Bourjac  is  also  buying  Societe  Bic,  the 
maker  of  disposable  pens, 
lighters,  and  shavers,  with  an 
eye  toward  its  low  debt,  ex- 
pansion into  South  America, 
and  expectations  of  157'  profit 
growth  in  1993.  And  many 
pros  think  a  devaluation  of  the 
franc  would  boost  LVMH  Moet 
Hennessy  Louis  Vuitton,  the 
gilt-edged  luxury-goods  ex- 
jjorter. 

Some  southern  members  of 
the  EC  have  already  followed 
Britain  and  Spain  in  devaluing 
their  currencies  and  lowering 
interest  rates.  Devaluations  of 
the  Spanish  peseta  totaling 
11'/'  prompt  Salomon  Brothers 
Inc.  analyst  Inigo  Leccubari  to 
favor  electric  utility  Endesa 
and  refiner  Repsol.  And 
Hughes  of  Barclays  de  Zoete 
Wedd  says  that  the  lira's  67' 
slide  in  September  has  bright- 
ened prospects  for  clothier 
Benetton  Group,  which  is  fo- 
cusing on  developing  markets 
in  South  America  and  Africa. 

The  fishing  gets  trickier  in 
Germany's  murky  waters, 
where  exporters  are  mired  in  recession 
and  capital-goods  makers  are  suffering 
a  steep  falloff  in  orders.  But  Karl  Die- 
trich Graeff,  investment  specialist  at 
Commerzbank,  is  counting  on  Deutsche 
Pfandbriefanstalt,  a  big  mortgage  lend- 
er. And  despite  stresses  in  Germany's 
financial  sector,  many  stock-pickers  still 
find  solace  in  such  ultrablue  chips  as 
Deutsche  Bank  and  insurer  Allianz. 

In  what  is  shaping  up  as  a  rough-and- 
tumble  year  in  Europe,  the  big  question 
will  be  whether  after  devaluations,  polit- 
ical shifts,  and  reassessments  of  Eu- 
rope's unity  march,  the  Continent's  econ- 
omies can  recover  their  lost  momentum. 
That  kind  of  uncertainty  won't  keep  the 
pros  out  of  European  equities.  But  it's 
already  leading  them  to  favor  companies 
with  one  foot  firmly  planted  on  the  other 
side  of  the  Atlantic. 

By  Bill  Javetski  in  Paris,  with  William 
Glasgall  in  New  York 
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ASIA  IS  LOOKING  INWARD, 
AND  ITS  PROSPECTS  ARE  LOOKING  UP  

Despite  Japan's  woes  and  Hong  Kong's  jitters,  it's  still  hot  around  the  edges  of  the  Pacific  Rim 


R! 


lemember  the 
'1980s,  when  To- 
kkyo  stocks  rose 
like  steam  from  a  hot 
bowl  of  noodles  and 
other  Asian  bourses  al- 
most automatically  fol- 
lowed suit?  Those  days 
are  long  gone.  But  de- 
spite political  and  eco- 
nomic tumult  in  many 
Pacific  markets,  the  re- 
gion still  merits  a  good, 
hard  look.  With  its  vi- 
brant economies,  the 
Pacific  remains  the 
home  of  some  of  the 
fastest-growing  compa- 
nies anywhere  on  earth. 

While  tensions  be- 
tween London  and  Bei- 
jing   have  buffeted 
Hong    Kong's  stock 
market  in  recent  weeks, 
booming  China  still  pro- 
vides a  huge  market  for 
manufacturers  in  the 
British     colony  and 
throughout  the  region. 
All  across  Asia,  trade  is 
expanding  rapidly,  as  exporters,  looking 
to  diversify  beyond  North  America  and 
Europe,   focus  more  on  meeting  the 
needs  of  their  burgeoning  home  region. 

Even  in  recession-bound  Japan,  manu- 
facturers are  still  well-oiled,  formidable 
competitors.  Interest  rates  appear  poised 
for  another  fall,  and  the  Japanese  gov- 
ernment is  giving  the  economy  an  $87 
billion  shot  in  the  arm  in  any  case.  So 
after  tumbling  557"  since  its  1989  peak, 
Tokyo  is  starting  to  win  a  few  adher- 
ents, even  though  price-earnings  ratios 
still  average  around  40.  "We  are  nearing 
the  end  of  the  Japanese  bear  market," 
maintains  Michael  Bullock,  chief  invest- 
ment officer  for  London-based  Morgan 
Grenfell  &  Co.  "There  will  be  a  major 
bull  market  in  the  next  12  to  18 
months." 

Sfs-AYINC  DEFENSE.  Bullock  and  other 
niarkf't-watchers  think  that  might  lift 
the  Nikkei  stock  average  from  around 
18,000  now  to  20,000,  or  even  23,000,  by 
the  end  uf  1993.  But  watch  out  along  the 
way.  Analysts  also  caution  that  Tokyo 
;nay  be  ii'  for  one  last  storm  before  its 


travails  are  finally  over.  With  banks  wal- 
lowing in  bad  debts,  consumer  sentiment 
on  ice,  and  inventories  bloated,  Japanese 
corporate  earnings  may  fall  at  least  207 
in  the  fiscal  year  ending  next  Mar.  31. 
That  could  help  push  the  Nikkei  down  to 
13,000  in  the  first  quarter,  says  Jeff 
Bahrenburg,  equity  strategist  at  Merrill 
Lynch  Japan  Inc. 

Still,  even  Bahrenburg  believes  Tokyo 
should  be  moving  higher  again  by  mid- 
year, especially  if  the  government  comes 
up  with  another  big  fiscal-stimulus  pack- 
age to  augment  the  one  unveiled  in  the 
fall.  Already,  some  Tokyo  analysts  are 
predicting  that  corporate  earnings  will 
rise  as  much  as  207  in  fiscal  1993.  Those 


Tokyo  may  be  in  for 

one  last  storm, 

analysts  warn 
♦ 


forecasts  have  prompi 
ed  Salomon  Brother 
Asia  Ltd.  strategis 
Keith  Donaldson,  for  ir 
stance,  to  recommen 
Toshiba  Corp.,  as  we 
as  makers  of  stee' 
chemicals,  and  paper. 

But  with  the  expecte 
recovery  still  a  yea 
away,  many  othe 
stock-pickers  are  lear 
ing  toward  more  defer 
sive  issues.  Bahrer 
burg,  for  example,  like 
Ito-Yokado  Co.  an 
Jusco  Co.,  mass-marke 
retailers  whose  sale 
are  holding  up  bette 
than  those  of  more  ui 
scale  chains.  Ito-Yokad 
is  refurbishing  its  1 
Eleven  stores  in  th 
U.  S.,  while  Jusco  is  tal< 
ing  a  Wal-Mart  ap 
proach  at  home,  target 
ing  midsize  citie 
largely  untouched  b; 
big  retailers. 
COLONY  JITTERS.  Even  i 
the  Nikkei  fails  to  live  up  to  the  bulls 
hopes  and  remains  stuck  around  curren 
levels,  Tokyo  stock-pickers  still  see  som^ 
values.  John  Baldwin  of  Jardine  Flemin) 
Securities  Ltd.,  for  one,  is  looking  a 
smaller  companies  that  can  take  advar 
tage  of  what  little  growth  spots  current 
ly  remain  in  the  economy.  Motorcycl 
sales,  he  notes,  have  held  their  own 
even  as  car  sales  have  plummeted.  Bu 
instead  of  playing  Honda  Motor  Co. 
which  also  makes  autos,  Baldwin  favor; 
Showa  Manufacturing  Co.,  the  principa 
maker  of  shock  absorbers  for  Honda': 
bikes. 

Some  Tokyo  mavens  even  sugges 
taking  a  flyer  on  a  hard-hit  stockbroker 
With  etjuity-market  turnover  at  its  low 
est  point  in  10  years,  this  might  appea: 
downright  reckless.  But  Andrew  Ballin 
gal,  chief  strategist  at  Barclays  de  Zoeti 
Wedd  Securities  (Japan)  Ltd.,  thinks  No 
mura  Securities  Co.  is  worth  noting 
Plagued  by  scandals  that  forced  \U 
chairman  and  president  to  resign,  th( 
nation's  No.  1  broker  has  seen  its  stocl 
plunge  68%  from  its  1980s'  high.  Bu 


3-:  PUSINESS  Wrf  K/OF.CEMBER  28,  1992 


STRATEGIES  FOR  STOC 


If youte  looking 
for  a  computer 
that  will  grow 
withyour  needs, 
there  are  basically 
only  two  ways 
you  can  go. 


The  hard  way 


Add  nelworkinj" 
t;ird,  reconfijjure 
your  system,  lii 

shdiv  flics  iIikI  soiil 
1'       In  dlhcr  l'<  s 

yi'ti  ilkiv  Ikirc  III  luhl  il  tiinl  I'liis  lut'iiiis  \'!. .  !  /Iir  Inn:;  Icilmiis 
jinnvss  iij  imi}ili:^imii;^  ymir  syslviii         Ihic  ]i>ii  /n.-<l /ili(i;  iii  ,uiihlc 

I'pgrade  your  memory,  reconfigure  your  system.  AM 

mcmiirv  In  a  line,  iiiiil  il  n'diiijiiiiin'x  ilselj  iiccnnhiii^lv. 
liiil  (itltl  iiiciiinrv  In  ti  I'l  '.  iiihl  yimll  (ilmnsl  iiliiuvs  hiirc  Id 
run  d  Mid/'  jirir^rdii:  In  Liidfii;/dV  lliv  ncir  Diciiidfy  nr  Ihc 
yniiljidlvr  ll  iill  I  kllnll  n  ihil  In  tin  li  llh  ll 


Add  Uindows.  huy  a  new  PC.  MnsI  I'l  \  /;/  use  Iniltiy 
Kviriil ilc''(t^dcil lnr;^rdfih!Ciil inm/idliii^  V/  //  you  iiiuil  In 
iidi  Wliuldiis.  ynu  Dhiy  hu  e  In  l)dy  d  dcir  Cdiii/idlfr  ll/n 

dnUnihhIcrd  MdClilldsh  idlil dlnitl dll  Ihc  jirnhlcnh 
d)i  Ihis/Hlt^c  Idrcirr 


Buy  a  mouse, " 
ri-i()nhj;ure 
your  system. 

//  yndr  syslciii 
(Idvsnl  {n})ic  mill  d 
lllndsv  ynu  II  llldll  mil 
liul  td'sl  lil'/iir/idlVil  In  lUsldll  ilUil 

aiufmidvd  spixidl snfliidiv  ilnwr 
l.\ii  need  ii'ilh  d  \lde    ynu  jusl 
/illiiiil  III  I 


Play  and  record 
souniLs,  reconfigure  your 

system.  Mullimedui 
pyiimises  In  he  Ihe  juliiiv 
nl  enm/iiillli;^  liul  ilHisI 
Pdsdreill  ivikly  InriL  So 
ll  ynu  mini  In  irini'  inlh 

sniiiul.  ll  II  aisl  ynu 
lime  diiil  Iriiiihle  iinl 
In  iiieiilinn  iiinney 
(In  ll  Mill .  viiinil IS 
hiiill  III 


Call  for  help, 
write  a  check.  There  is  niie 
,  I'niiii  ll  iniiililiedleil  I'd  hire 
sniiiehndy  else  In  dii  il  jnr  ynu  Olvr  liiile.  nj  eniirse. 
Ihdl  enii  mild uj>  ensliii;^  ynu  iiinre  Ihiiii  Ihe  I'd' 

Add  periphcr.ds,  reconhg- 
ure  y  our  system  for  each 

nM.WdnllniidddlV  dn\l 
nr  hiird  disk  drii  v'  Then  /ire- 
/mreln  sjiend  hniirs  iiislullin<^ 
unds  lli/i/iiim  Mi'ilihes  diid  ediliiiyi  jiles  jnredih 
line  Wilhd  \ldi  ynu  inii  ddd  up  In  seieii I'eri/iherdls  liy  siw/ily 
/>linyjn;i  litem  in  iiiid  eliekina  ti  hiillnn  nr  lirn 


Add  printer,  adjust  DIP 
snitches,  llnnhin;^  iip  d 
priiiler seemwdsy  l  iilil 
ynu  sii  yniir  HIT  smlehe^ 
ni'-ldll  ytiur  drii  er  Ineiile 
■  niir  Windiiiis  diskelles. 
rhiLviDi  error diid sliirl 
iV  nrerinidin 


Add  almost  anything,  reconhgure  your  system.  Kxpandint' 
your  I'l  s  idpdhililies  uiii  he  umirjiiiily  Iriislrulinii  liul  d  Mdciiil 
edsily  ddiiisis  In  ii  hiilerer  exiru  del  ice  ynu  ddd  In  il 


Change  monitors, 
reconhgure  your 
system.  Addn  iieir 
iiiniiiliir  iindynull 
hiiiv  In  recniifiiiiire 
yiiur  enlire  sysleiii  - 
or  yniii  inonilnr 
aiuld  li'Kik  like  Ihis 
line  A  Muc  recfifi- 
lines  ll  neir  mnnilor 
iind ddjlisls  In  ll 
ddlnlllillliillly 


m(»dl^  th*  PATH  in  y 
PIrnst  Slid  rtlF  MliK 
i(  PATH, 


Wlioops!  Hhei;  ynu  mid snmelhiim  In  nil 
nnliiiiin  Ti  '  ymi  iiiuy  hdie  In  '  reeiiilfi/^ure' 

ynurs]  sleiii  u  [imeeis  nj  hurdinire  diid 
snlliitire  iid/usliiienT  lehieh  iiin  he  eniiiplex. 

lediiiiis  iind hike  up  hmirs  n/  ymir  lime. 


Expand  your  PC,  take  tno  aspirin.  Iiieiiluhh:  ynu  II 
II  dill  III  expdild  yniir  eniiipiilers  edpdhililies  hy  ddtlinii 

exIru  deriees  Ihe  irmre  inslruelmns  ynu  sini;  Ihriiunh 
iindsmlches  ynu  fiddle  mlh.  Ihe  mnre  lime  il  mil  luke 
And  Ihe  mnrepuiii  reliei  vr  ynull  need 


ABC'S  OF  Windows  3.1 


•Manual  lahor.  Snllimre  like  \\didiiii\puiptiiis 
In  iiidke  Ihintis  edsier  Till  Ihe  reuliT  is  ynullslill 
spend  hours  redding  munuiiT  pisl  In  iiiiike  il  nil 
iiork  -  lime  ynu  emild  fend  dnin;^  iiimv  iise/iil 
lhin,i;s  ii  ilh  your  enmpuler 


\  )n  a  tyiv'cal  PC,  even  adding  a  simple  hai'd  disk  can  be  extraordinariK'  complicated.  You'll  probabk  bave  to  "reconfigure"  your  system -tbe  tim 
;onsuining  jirocess  of  telling  your  computer  what  pieces  you've  added.  You  ma\  have  to  edit  complex  (;( )Nl'i(i.SYS  and  SYSTHM.INI  files,  inst: 
special  device  drivers  and  fiddle  with  I  )il^  svv'itches.  And,  of  course,  building  even  a  basic  network  is  extremely  difficult -what  with  installinj 


The  easy  way 


Macintosh  /a  t/i'sii;iiai h  iiiiikc  il  aisy  la 
i;riiic  A'liir/irkiiii;  (Did sd/iiitl s/i/ilinii  iirc 
iiliviii/]- hiiill  ill  File  sliiinii:^  iiikl  ii/iilli 
iiiciIki  C(IIhiI)iIiIics  <irc  siciiiiliiril  Sn  is  •.up 
piiii  jar  ii/i  In  si'ivii  Ivriliiivnils  II  /)/(/) 
Diciiiis  von  ciiii  (iiltl  fi'crrlhiii;^  van  sec  mi 
Ihr  iitbcr lHi;iL'  hi  Ibis  Maaiiliish  llrx  iiilhniil 
iisiiin  ii/i  11  siir^k'  ex/Ill iisioii  sliil  l.ainii:^ 
mum  jiir  Ihiiiiis  like  iiii  nccelenilar  uml  an 
FJhcrncl  or  Tak'n  Rniti  cnnl  or  o/hcr  ciinls 
Ihiil  iilloir  yon  In  cnslomiic  <i  Miw  lor  hr^h 
ficrloriiiiiiice  or  spauilr.i'cl  Insks 


cards  and  nehv{)rking  sot'hvare.  Aii  Apple'  Macintosh,  on  the  other  hand,  knows  when  N'onVe  added  a  hard  drive.  Installing  a  (',I)-R()M 
dri\'e  or  scanner  is  a  matter  of  iilnwing  in  a  cable  and  clicking  a  couple  of  bnttons.  Kven  installing  a  neh\()rk  reqnires  nothing  more 
than  plugging  one  Mac  into  anotiier  it's  just  one  more  example  of  how  a  Macintosh  works  in  a  simple,  logical  wa\'.  So  \'ou  can,  too.  ''^Bjj^ 


If  you  knowhowtD 
use  a  plug,  you  knowhowto 
eqmd  a  Macintosh. 


/'//ft'  ///  (III  A/>/)leCU  'JI)0  CD-Rim  drive,  audymill  hare 
iimvs  Id  I'HtH'  libraries  oj  reference  sources,  joiils.  cliji  iirl 
(iiid  ndeo  Iniiiifes  on  CD.  (II  even  .snpporls  Kodak's  e.mliiii> 
neir  I'holo  CD  lechnolo^y.) 


This  Mdcniliish  llix  Ihis  Iniill  iii  niomlorsH/i/iorl 
/or  ii/i  In  a  l  i'\  ol(ir  nininlnr  lli/r  n  ainl.  iinti  von  can  add  a 
.wind  nionilor  -  sinniluanlh '  enlart^in;.;  i  viir  deskloji  ii  -ork  area 

«i  ynii  1 ,111  iiinr,'  dill  iiiiiriil\  lih'\  iiiid InldiTi  ill  rnvv  hnlh  si  iwii': 


:  ,  ,  III  I'lisih'  record siiioid mill  civry  iicir  llacinlosh 
ciiin/iiiler  Most  ei  cii  come  irilh  a  iiiicrii/ihnne 


,1  Mac  :.^ires  yon  jmijes- 
siomiTijiialilv  docnineiils 
even  if  you're  on  a  sliideni 
hudi<el.  fasi I'lnii  in  an 
.i\lilileSlyleWriler  /irinler 


I'liii;  III  a  SyUiayl  drive,  and 
yon  II  have  virliially  nnliiniled 
hard  drive  .■iliirn'ie  via  reiiiov- 
ahle  H.lHl  nr  .V,s:l//)'  carlridiies 


1'hv.i  III  an  .i/iple  Personal  iaserWriler  N'I'K.  and 
everyone  in  your  ivorkfiroiiji  will  have  access  to  Ibe 
fastesi prinler  in  lis  ctev,  ///  ivorks  ivilh  PCs.  loo.) 


I'lie.i  in  an  .^jijile  laserWrilcr  11.^.  and  everyone 
on  roar  nelivork  mil  iivilaiillv  he  able  lo  lake 
adriinlai^e  of  the  .-l/i/ile  I'hoiodrade '  lechnobr^y 
Ih/il  rirah  SDO  dpi /irlnlers  cosliiv.^  Ihonsands 
mure  jor  .'.peiliiciilar  lookup  dociniienls. 


I'livj,  III  an  .'\/i/ile  OneScaiiner  anil  yon  can  add  bean 
lijnl  black-aiid-ivhile l>holoiiraphs  lo  your  docnineiils  ivilh 
one  touch  oj  a  bnllon  So  /nisiiiii  orfiddlinu,  retjiiired 


For  ll !(,'  second  consecutive  year,  J.  D.  Power  and  Associates  ranked  Api^le  hii;hest  among  Personal  Computer  Companies  ^JT 
in  Overall  Customer  Satisfaction!  ^ld  no  wonder:  whether  you're  writing  a  lettei'  or  adding  a  (^D-KI  )M  drive,  only  Macintosh 
make;-  i'hangs  genuinely  eiLsy.  Giving  you  the  power  you  really  want  from  a  personal  computer  The  power  to  be  your  best:  Apple 

Ihr  Ibciitiw-  '.f  i'ui.r  naitfil  iiulhmifil  ^ijilf  m-IU'T,  oil!  }-Hll(lSW9(m,  c-U  Jill  In  (.amM  (all  I  mi-hU^r''^  i^l  'llf/  'liiivKf  frmi'sm-  fiilsifii  iin  milmtrv  iiivrtif'i:'.  "It)  I'mvruriiJ  A\m  uiti:\'  l<)')l  uilil  !W.' (hm/mhr  fi/J  H-ii7  \ili.\liidtu>i  Mmlu-i  I'lV  ilnUy  amilnckd 
imii'iiii  l2'->'ii'.'-:iiv^.  niil  ,i^,-r\  al  I.H^  hii.»u<-v  sih-^  i-limj .^fkCnmlmWr      III  riMhl'>  rmrmJ  Afiplir  rhr  .yfk  loii(K  J^istr^^  SfykWnUr  ami 'The fmrr  l(!  Ijc  voiir  Im-\I  m'  ri\i;vilimi IrMmuirk^  n/.^iple  (iim/'ult-r  Im  i/'/'/i'"'.  itiu-Simmr  atuil'botodmk are 

iTiidmnii  •  '.'  yyi/,-  ( iiinfulfT.  Im  Ki'iiiiL-  iiriii I'hntn  I V  urv  Iriu/fmiirb  ofh.'tmaii  KiitLih  ('nmfitiuv  Wmihus  n  a  iTUiktmrk of  Micm^nft  Oirpuratton  SyQuest  is  a  n-^tihTed Inukm/irk  nfssi^m'^il  Rxhmb){\-  Thi\  tul wa\  crmlal  ttm^i  Maonbwb ivrsmul oiml'tilm  Wt66U/A 


GLOBAL  MARKETS 


Ballingal  observes  that  Nomura  and  oth- 
er brokers  are  laying  off  workers  and 
slashinf?  costs  faster  than  Japan's 
banks.  If  Tokyo  recovers  in  1993,  he  rea- 
sons, commission  and  underwriting  reve- 
nues will  take  a  jump. 

In  Hong  Kong,  meanwhile,  it  takes 
more  than  an  adventurous  streak  to  con- 
sider stocks.  Reacting  to  Governor  Chris 
Patten's  calls  for  more  democracy  in  the 
British  colony,  the  Chinese  government 
shot  down  the  high-flying  Hang  Seng 
index  in  November  by  threatening  to  ab- 
rogate the  Sino-British  Joint  Declaration 
on  the  1997  return  of  Hong  Kong  to 
China.  Worse,  it  said  it  might  not  even 
honor  Hong  Kong  government  contracts 
when  it  takes  over. 

Traders  are  also  worried  that  the  colo- 
ny's thriving  trade  with  the  mainland 
will  suffer  if  President-elect  Clinton 
blocks  extending  China's  most-favored- 
nation  trading  status  until  Beijing 
makes  human-rights  concessions.  Still, 
many  traders  are  hardly  giving  up  on 
Hong  Kong  stocks.  With  the  Hang  Seng 
already  well  off  its  record  of  6447  set  on 
Nov.  12,  some  traders  are  looking  to 
move  back  in  if  the  British  reach  a  com- 
promise with  Beijing  after  Hong  Kong's 
legislature  meets  in  February.  "If  the 
political  dust  settles  in  a  reasonable  peri- 
ad,"  says  Joseph  Tse,  Fidelity  Invest- 
ments' Hong  Kong-based  senior  analyst, 
'we  could  see  the  market  rise  to  7500." 

True,  a  weak  deal  with  China  could 
still  leave  Hong  Kong  vulnerable  to  fu- 
ture bouts  of  political  jitters.  So  Tse  fa- 
rors  consumer-goods  makers  that,  he 
5ays,  may  be  relatively  immune  to  cross- 
oorder  tensions  because  they  sell  to 
world  markets.  One  of  his  favorites: 
jiordano  Holdings,  a  maker  of  jeans  and 
T-shirts.  But  at  the  Chase  Manhattan 
Private  Bank,  Chief  Investment  Officer 
Mark  R.  Richardson  recommends  more 
established  issues,  including  Hongkong 
&  Shanghai  Banking  and  blue-chip  con- 
glomerates Swire  Pacific  and  Jardine 
Matheson  Holdings.  Others  maintain 
that  even  though  Beijing  is  opening 
bourses  of  its  own.  Hong  Kong  remains 
the  safest  place  to  play  China's  buoyant 
economy,  which  is  expected  to  grow  by 
at  least  12%  in  1993.  Mei-shing  Chan, 
A.sian  equities  strategist  at  Nikko  Secu- 
rities Co.,  favors  Hopewell,  a  construc- 
tion company  with  many  large  projects 
under  way  on  the  mainland. 
MALAY  MUSCLE.  Thailand  has  also  had  its 
share  of  political  troubles.  A  springtime 
:oup  battered  stocks  in  the  first  half  of 
1992,  but  Thailand  returned  to  civilian 
government  faster  than  expected,  and 
equities  are  now  up  some  20%  for  the 
year.  With  the  economy  expected  to 
?row  8%  in  1993,  Chan  thinks  Thai  in- 
dustry will  score  a  15%'  earnings  gain 


next  year.  Yet  Bangkok  stocks  are  trad- 
ing at  only  13  times  estimated  earnings, 
he  notes.  Among  his  picks:  Siam  Cement 
Co.,  which  is  making  a  nice  living  off 
expanding  infrastructure  spending. 

Korea  also  has  a  few  stocks  that 
might  get  help  from  government  lar- 
gess. Seoul  plans  to  spend  some  $70  bil- 
lion over  the  next  five  years  on  roads 
and  other  public  works.  That  has  Donald 
S.  Lee  of  Lucky  Securities  Co.  recom- 
mending Dong-A  Construction  Industrial 
Co.,  a  major  civil  engineering  company. 
Analysts  also  hope  Korea  will  get  infla- 
tion under  control  in  1993,  paving  the 
way  for  lower  interest  rates.  That 


23%  in  1992,  is  due  for  a  turnaround 
once  U.  S.  demand  for  PCs  picks  up.  In 
fact,  after  falling  some  20%  in  1992,  Tai- 
wan may  finally  be  in  for  better  times  in 
1993,  says  Jardine  Fleming  analyst 
Christopher  Galati.  The  government  is 
pitching  in  to  help  stocks  recover,  order- 
ing Taiwan's  four  tightly  controlled  in- 
vestment trusts  to  buy  equities  and 
opening  the  market  to  more  foreign  in- 
vestors. Despite  that,  Taiwan  still  is 
struggling.  Run  up  by  much  the  same 
speculative  explosion  that  blew  Tokyo 
through  the  roof,  Taipei  collapsed  in 
1990  and  remains  717'  below  its  peak. 
Australia  will  also  be  trying  to  dig  its 


A  PACIFIC  PORTFOLIO 


Country 

Company 

Price 

1992  performance 

per  share* 

In  local 

In 

currency 

dollars 

JAPAN 

TOSHIBA 

$5.10 

-5.5% 

-6.2% 

U.S.  recovery  will  power  up  exports 

SHIN-ETSU  CHEMICAL 

12.75 

2.0 

1.0 

Silicon  supplier  looking  for  semiconductor  reboun 

d 

ROHM 

17.18 

20.0 

-21.0 

Leading  custom-chip  maker  at  a  bargain  price 

AOYAMA  TRADING 

65.16 

-2.6 

-3.4 

Clothing  retailer  weathering  recession  well 

HONG  KONG 

GIORDANO  HOLDINGS 

0.55 

155.0 

155.0 

Sportswear  maker  unscathed  by  political  turmoil 

CHINA  LIGHT  &  POWER 

3.91 

32.0 

32.0 

Big  utility  wins  plaudits  from  Beijing 

MALAYSIA 

KIAN  JOO  CAN  FACTORY 

3.18 

1.8 

8.7 

Can  maker  buoyed  by  thirsty  Asian  consumers 

SIME  DARBY  BERHAD 

1.85 

12.9 

20.4 

Thriving  region  bolsters  big  conglomerate 

AUSTRALIA 

NEWS  CORP. 

20.82 

97.4 

86.6 

Murdoch's  medio  machine  still  spinning  money 

WESTPAC  BANKING 

2.06 

34.5 

40.0 

Recovery  in  sight  for  No.  2  Aussie  bank 


*Dec.  15 


DATA:  BW  SURVEY  OF  FUND  MANAGERS  AND  ANALYSTS 


should  help  stocks.  But  uncertainties  re- 
main about  government  policy  moves  af- 
ter December's  presidential  election. 

Many  stock-pickers  like  Malaysia  in- 
stead. With  earnings  strong  and  infla- 
tion at  a  modest  4.5%',  the  Kuala  Lum- 
pur Stock  Exchange  index  rose  157«  in 
1992.  Among  Malaysia's  most  efficient 
exporters  is  Kian  Joo  Can  Factory,  a 
favorite  of  Teo  Kok  Lin  at  Baring  Secu- 
rities in  Kuala  Lumpur.  With  footholds 
in  Vietnam,  China,  Brunei,  and  Japan, 
"Kian  Joo  is  one  of  the  few  'green' 
stocks  in  Malaysia,"  Lin  notes.  "It  will 
benefit  from  the  move  toward  recyclable 
products,  such  as  aluminum  cans."  Nich- 
olas Ashby  of  Crosby  Research,  mean- 
while, favors  Sime  Darby,  Malaysia's 
biggest  conglomerate. 

Exporters  are  also  the  darlings  of 
stock-pickers  in  Taiwan.  Analysts  say 
that  computer  maker  Acer  Inc.,  down 


way  out  of  a  bad  year  in  1992.  After  a 
stellar  performance  in  1991 — second  only 
to  Hong  Kong's  among  the  region's 
markets — Australian  equities  hit  the 
wall  early  in  1992,  when  the  economy 
fell  short  of  expectations.  Still,  Brad  W. 
Orgill,  director  of  research  at  Potter 
Warburg  Securities,  sees  equities  re- 
bounding 25%  in  1993.  The  Aussie  dol- 
lar's 9%'  drop  against  the  U.  S.  green- 
back in  1992  has  helped  natural-resource 
exporters,  already  basking  in  the  bene- 
fits of  lower  interest  rates  and  produc- 
tivity gains.  Among  Orgill's  favorites: 
energy-and-steel  conglomerate  BHP. 

Throughout  the  Pacific  Rim,  investors 
will  have  to  be  fast  on  their  feet  in  1993. 
Yet  the  region,  as  a  whole,  is  on  the 
move.  It's  hard  to  ignore  that  potential. 

By  Larry  Hoi  yoke  in  Tokyo,  with  Dave 
Lindorff  in  Hong  Kong  a?id  Jane  Hutcheon 
in  Sydney 


I 


STMTEGIES 
fOft  STOCKS 


GLOBAI  MARKETS 


BETTING  ON 
THE  FOUR  HORSEMEN 


A  world  full  of  gloom  and  doom  spells  bargains  in  foreign  markets 


S; 
1 


can  the  globe,  and  there's  bad 
news  almost  everywhere  you  look. 
Moslems  and  Hindus  are  slaugh- 
tering each  other  in  India.  Yugoslavia  is 
in  the  grips  of  civil  war.  Neo-Nazis  are 
shaking  Germany.  The  President  of  Bra- 
zil has  been  impeached.  Britain  and  Chi- 
na are  playing  a  grim  game 
of  chicken  over  Hong  Kong. 

All  this  turmoil  has  rocked 
many  of  the  closed-end  coun- 
try funds  that  are  the  easiest 
ways  for  individual  investors 
to  play  foreign  markets.  A 
group  of  50  U.  S.-listed  funds 
tracked  by  Smith  Barney, 
Harris  Upham  &  Co.  analyst 
Michael  T.  Porter  is  down 
about  27<  on  the  year.  The 
worst  performers  have  been 
the  European  funds,  down 
an  average  of  167f.  They 
have  been  hit  hard  by  cur- 
rency  volatility,  recession, 
and  doubts  about  the  unifica- 
tion of  Europe. 

While  skittish  investors 
are  still  dumping  country 
funds,  some  savvy  observers 
see  a  buying  opportunity  in 
all  the  gloom  and  doom 
around  the  world.  Miami- 
based  analyst  and  money 
manager  Thomas  J.  Herz- 
feld,  for  instance,  is  stocking  up  on  the 
India  Growth  Fund  as  well  as  a  broad 
range  of  other  funds.  "We  buy  during 
riots,  earthquakes,  coups,  and  assassina- 
tions," he  says. 

PANIC  SALES.  Investors  can  build  in  a 
margin  of  safety  by  buying  when  funds 
trade — as  they  often  do — at  a  discount 
to  the  value  of  their  se- 
curities portfolios.  Bad 
news  creates  such  dis- 
counts because,  Herz- 
'  Id  says,  "the  public 
■rreacts  and  sells 
es  without  going 
t        i-h  an  evaluation 

Not  b.-rprisingly,  the 
combina!  n  of  investor 
pessimisii  md  yearend 
tax-selling  !s  widened 
the  avera.^i'  discount 
of  the  single-country 


funds  Herzfekl  tracks  to  almost  47.  A 
lot  of  hard-hit  funds,  including  such  Eu- 
ropean ones  as  the  Emerging  Germany 
Fund,  the  Future  Germany  Fund,  and 
the  Austria  Fund,  are  trading  at  dis- 
counts of  more  than  107.  All  of  these 
funds  would  likelv  recover  if  the  Ger- 
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man  Bundesbank  begins  cutting  rates 
and  the  storm  clouds  over  Europe  dissi- 
pate. "There's  not  a  lot  of  downside  at 
these  levels,"  says  William  G.  McBride 
at  Lipper  Analytical  Services  Inc. 

Growth  prospects  should  also  play  a 
role  in  picking  funds.  Despite  the  big 
runup  in  Southeast  Asian  funds  in  1992, 


A  ROUGH  YEAR  FOR  COUNTRY  FUNDS 


A  FEW  WINNERS. 


..BUT  SOME  BIG  LOSERS 


Price  NAV 
per  per 
share  share* 

Total 
return 

(Percent) 

Price 
per 
share 

NAV  Total 
per  return 
share  (Percent) 

MALAYSIA 

$16.13  $16.47 

37.2% 

SPAIN 

$8.25 

$8.36  -36.5% 

CHILE 

29.50  31.97 

29.1 

JAPAN  OTC  EQUITY 

7.88 

7.00  -24.1 

MEXICO 

22.88  24.83 

27.0 

TAIWAN 

19.13 

19.58  -22.3 

JAKARTA  GROWTH 

6.88  6.43 

21.0 

BRAZIL 

11.75 

12.83  -19.2 

FIRST  PHILIPPINE 

10.00  13.19 

15.9 

GERMANY 

9.75 

10.00  -18.8 

Net  asset  value,  all  data  as  of  Dec.  1 1 

DATA:  SMITH  BARNEY.  HARRIS  UPHAM  &  CO. 


Porter  of  Smith  Barney  still  favors  th( 
region  because  its  economies  are  expect 
ed  to  keep  growing  at  a  strong  57-10-8^/ 
clip  in  1993.  Porter  thinks  that  the  Tha 
Capital  Fund — hammered  by  the  mili 
tary  coup  earlier  this  year — now  look: 
like  good  value.  He  also  likes  the  Jakar 
ta  Growth  Fund,  which  puts  its  buck: 
into  fast-growing  Indonesia.  Porte 
strongly  advises  investors  not  to  put  al 
their  chips  on  one  country — no  matte 
how  sizzling  the  prospects.  His  favorit 
vehicle  for  one-stop  investing  in  Asia  ii 
the  Asia  Pacific  Fund.  "It  is  aggressive 
ly  positioned  in  the  markets  we  like,' 
Porter  says. 

SWEET  AND  SOUR.  Porter  is  one  of  sever 
al  analysts  who  are  upbeat  on  the  pros 
pects  in  Latin  America.  Fo 
e.xample,  Josephine  Jimenez 
co-manager  of  the  Montgom 
ery  Emerging  Market: 
Fund,  an  open-end  fun( 
launched  this  year,  think: 
Brazil's  corruption  scanda 
and  the  downfall  of  Presi 
dent  Fernando  Collor  d( 
Mello  spells  a  buying  oppor 
tunity.  Porter  believes  tha 
the  Brazil  Fund  is  now  at 
tractive.  And  he  recommend: 
the  Mexico  Fund,  now  at  ; 
&'/o  discount,  for  investor: 
who  v/ant  to  bet  on  Mexico'; 
growing  economic  relation 
ship  with  the  U.  S. 

Investors  who  wish  t( 
hitch  their  star  to  the  overal 
Israeli  stock  market  can  bu] 
into  the  recently  launchec 
First  Israel  Fund.  Also  thi; 
year,  three  U.  S.-listed  Chin; 
funds  came  to  market:  thi 
Jardine  Fleming  China  Re 
gion  Fund,  the  Greater  Chi 
na  Fund,  and  the  China  Fund.  All  three 
have  been  hurt  by  the  bickering  betweei 
Britain  and  China  over  Hong  Kong 
While  some  investors  are  now  stocking 
up  on  China  plays,  respected  fund  man 
ager  J.  Mark  Mobius,  president  of  th( 
Templeton  Emerging  Markets  Func 
Inc.,  urges  caution.  He  worries  that  th( 
incoming  Clinton  Ad 
ministration    will  at 
tempt  to  curb  China's 
$15  billion  trade  surplus 
with  the  U.  S.  The  Hon^ 
Kong-based  fund  man 
ager  warns  "the  whok 
China  situation  could  g( 
very   sour."    If  he's 
right,  perhaps  investors 
should  bide  their  time 
and  wait  for  the  big  dis 
counts  to  appear. 

By  Stanley  Reed  ii 
New  York 
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"When  It's  My  Own 
Good  Idea,  I  Deserve 
to  Save  Money." 

That's  Why  I  Switched  2b  Fidelity  Brokerage 


When  brokers  give  you  good  advice,  then  they  truly 
earn  their  commissions.  But  why  would  you  have  to  pay 
up  to  76%*  more  to  buy  a  stock  that  you  found  in  the  first 
place?  With  Fidelity  Brokerage,  you  can  save  on 
commissions  and  put  more  of  your  money  to  work  for 
your  good  investment  ideas. 

Fidelity  lets  you  manage  your  investments  when  you 
want,  the  way  you  want.  Whether  you  need  to  check  on 
your  account  at  night,  or  initiate  a  trade  over  the  weekend, 
you're  in  control  when  Fidelity  is  your  broker. 

And  now.  Fidelity's  Stock  Report  Service  makes 
investing  even  easier.  This  new  service  gives  you  timely, 
objective  information  on  over  4,000  specific  securities.  Each 
seven-page  report  includes  in-depth  financial  analysis,  his- 
torical stock  performance,  critical  business  developments, 
and  more.  Call  anytime  for  a  free  example  report  and 
free  brokerage  fact  kit,  and  find  out  why  Fidelity  Brokerage 
means  a  better  value  for  your  brokerage  needs. 

Visit  a  Fidelity  Investor  Center  or  Call  24  Hours 

1-800-544-7272 


Fitteiiiy^L.^  Inuestments^ 

^  Discount  Brokerage 

Common  sense.  Uncommon  results. 

*7(i"n  savings  based  on  an  April  1492  survey  of  full-cost  brokei's.  Mininuini  eoniniission  S.W.  Reports  available  through  The  Fidelity  Slock  Report  Service  have  been 
developed  h\  Standard  and  Poor's  Corporation,  The  stock  reports  are  $9. 95  for  the  first  report  and  $7.95  for  additional  reports  ordered  at  the  same  tune  Fidelitv 
n,scount  Bn'ikerage  is  a  service  of  Fidelitv  Brokerage  Services,  hic.  161  Devonshire  Street,  Boston,  MA  0211(1  Member  N  YSE,  SIPC,  CODE:  BW/PLU/122892 


At  Fidelity  You'll  Find 
Big  Commission  Savings- 
And  That's  Just  The  Start 

100  Shares    500  Shares 
@  $50         @  $30 

FiaelityPlus"    $54  $126 

Merrill  Lynch        $100  $293 

Shearson           $107  $316 
Fidelity 

Saves  You...  $46-53  $167-190 


The  Fidelity  stock 
Report  Service™ - 
Objective  Investment 
Information 
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HERE'S  A  HUNDRED  GRAND, 
 GO  PLAY  

BUSINESS  week's  pros  beat  the  market  in  '92,  but  tliis  year's  group  faces  a  new  political  climate 


Wouldn't  it  be  neat  if  someone 
handed  you  SIOO.OOO  and  said 
it  was  yours  to  bet  on  the 
stoci<  market?  That,  in  effect,  is  what 
BUSINESS  WEEK  does  every  yearend, 
when  we  asi\  a  group  of  investment  pro- 
fessionals to  build  an  imaginary  port- 
folio for  the  coming  12  months  by  pick- 
ing 10  favorite  equities. 

Last  year's  wizards  performed  brave- 
ly in  the  face  of  mixed  economic  signals 
and  political  change.  With  the  Standard 
&  Poor's  500-stock  index  up  139^  for  the 


Motorola,  but  he  took  a  whipping  with 
copper  giant  Phelps  Dodge — his  most 
speculative  play. 

And  1993  may  prove  even  more  of  a 
challenge,  as  a  new  Administration 
takes  charge  of  economic  policy.  This 
year's  pros  all  think  President-elect  Bill 
Clinton  will  succeed  in  stimulating  faster 
economic  gro\\1;h,  but  they  have  differ- 
ent views  of  where  that  growth  will  be 
strongest.  Here's  how  they  would  place 
their  bets  to  make  the  most  of  the  turn- 
ing tide: 


BAIRD  AND  MURPHY: 
A  CAUTIOUS  MIX 


Stock 

52-week  high 

Current  price* 

CYTOGEN 

34  V4 

183/4 

DURIRON 

29 

24  V2 

FOSTER  WHEELER 

32% 

29  V2 

GENERAL  ELEaRIC 

833/4 

841/8 

INTERMH 

13^4 

Vk 

KMART  PERCS 

NA** 

50V8 

ROCHESTER  TELEPHONE    34 V2 

323/8 

TRITON  ENERGY 

48  Vs 

35% 

VARIAN 

423/4 

423/8 

XEROX 

82  V4 

77V8 

'*  Issued  at  44  in  August,  1991 

12  months  since  Dec.  17,  1991,  last  year's 
Investment  Outlook  press  date,  the 
three  pros  we  profiled  all  beat  the  mar- 
ket. The  overall  winner  was  First  Wil- 
shire  Securities  Management  Inc.'s  Fred 
L.  Astman.  His  phantom  portfolio  of 
tiny-capitalization  stocks  rose  29'-  in  val- 
ue— largely  thanks  to  little  Herbalife  In- 
ternational Inc.,  whose  stock  has  zoomed 
from  2%  last  year  to  14 Vs. 

Runner-up  Robert  E.  Torray,  who 
runs  his  owti  investment  company  in  Be- 
thesda,  Md.,  and  likes  out-of-favor  com- 
panies, saw  his  list  gain  16'?'.  His  main 
triumph  was  Salomon  Brothers  Inc.,  up 
36.6'^  to  its  previous  52-week  high.  And 
our  most  conservative  seer,  former  First 
Boston  Corp.  equity  chief  Carmine  Gri- 
goli,  racked  up  a  solid  gain.  Grigo- 
li's  big  success  stories  were  Intel  and 


BERNADETTE  MURPHY  AND  SHEILA  BAIRD. 

At  M.  Kimelman  it  Co..  a  New  York 
company  that  manages  some  S140  mil- 
lion for  high-net-worth  individuals  and 
charitable  institutions.  Bernadette  Mur- 
phy and  Sheila  Baird  describe  their  in- 
vestment style  as  conserv^ative  and  say 
they  look  for  long-term  capital  apprecia- 
tion. In  the  coming  year,  they  believe, 
market  leadership  will  shift  away  from 
growth  stocks.  "Our  mix  is  tending 
more  toward  industrial  companies,"  says 
Baird.  In  that  categon,-,  they  would  pick 
Foster  Wheeler,  General  Electric,  Var- 
ian,  and  Xerox.  Although  all  four  are 
trading  near  or  at  their  52-week  highs. 
Murphy  and  Baird  think  a  general  manu- 
facturing upturn  will  bring  further  earn- 
ings gains  for  these  nitty-gritty  industri- 
al suppliers. 


Baird  and  Murphy  are  also  high  o: 
smaller-cap  manufacturers.  One  is  Dui 
iron  Co.,  which  makes  valves  and  pump 
for  industries  such  as  food  processini 
and  chemical  processing.  'Duriron  wi 
benefit  from  stricter  application  of  th 
Clean  Air  Act.  which  hopefully  will  haj 
pen  under  Clinton,"  says  Murphy.  Th 
duo's  second  small-cap  pick.  Interme 
Corp.,  makes  car  and  truck  parts  an 
has  one  big  thing  going  for  it:  Detroit' 
never-ending  effort  to  stretch  pennies  b; 
outsourcing.  "Intermet  can  just  mak 
the  parts  a  lot  cheaper, 
says  Baird. 

Looking  beyond  manu 
facturing,  she  and  Murph; 
like  Cytogen  Corp. — a  long 
term  holding  of  their 
that's  about  to  get  approva 
from  the  Food  &  Drug  Ac 
ministration  for  its  first  tu 
mor-imaging  product.  Cytc 
gen  has  no  earnings  yel 
but  the  imaging  device 
"will  give  a  tremendous  as 
sist  to  surgeons  and  radio! 
ogists,"  says  Baird. 

Baird  and  Murphy  wouL 
add  a  further  dash  of  spec 
ulation  to  their  portfolii 
with  Triton  Energ\'  Corp. 
one  participant  in  a  signifi 
cant  Colombian  oil  discov 
en'.  Estimates  of  the  field': 
size  range  from  2  billion  to  10  billioi 
barrels,  and  Triton  owns  20%.  "It's  cor 
troversial  because  Triton  has  a  histor 
of  overpromoting  itself,"  says  Baird 
But  she  thinks  that  new  managemen 
has  cleaned  up  the  company's  act. 

Finally,  the  pair  would  throw  in  a  cou 
pie  of  yield  stocks:  Rochester  Telephoni 
Corp.,  whose  depressed  shares  are  jield 
ing  4.8%,  and  Kmart  PERCS  (preferrec 
equity  redemption  cumulative  shares) 
which  are  convertible  into  Kmart  Corp 
common  stock  in  1994  and  now  yield  7% 

ROBERT  s.  NATALE.  As  vice-president  foi 
equity  research  at  Standard  &  Poor's 
Corp.  and  editor  of  S&P's  newslettei 
Emerging  &  Special  Situations,  Rober 
S.  Natale  is  used  to  model  portfolios:  Ht 
maintains  one  for  his  newsletter,  and  it's 
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p  25.47'  so  far  this  year.  Natale  leans 
Dward  smaller-cap  stocks  of  companies 
hat  "mijrht  benefit  from  an  announced 
r  pending  event,  apart  from  general  in- 
ustry  or  market  conditions."  While  he 
elieves  that  an  improving  economy  and 
table  interest  rates  bode  well  for  equi- 
es,  he's  bullish  on  small  caps 
ecause  he  thinks  they're  still 
ndervalued. 

Alexander  &  Baldwin  Inc. 
artainly  qualifies  as  a  special 
ituation.  Natale  calls  it  his  Ha- 
'aii  play:  The  company  has  a 
A^o-thirds  market  share  in  com- 
lercial  shipping  between  Japan 
nd  the  U.  S.  mainland,  it  owns 
lot  of  land  on  Maui,  and  its 
tock  got  pummeled  by  Hurri- 
ine  Iniki.  As  Hawaiian  tourism 
jvives  in  1993,  Natale  expects 
turnaround.  Also  out  of  favor 
.  Dam.es  &  Moore,  a  Los  Ange- 
■s-based  pollution-control  com- 
any.  Natale  expects  that  under 
linton,  cleanup  businesses  will 
lake  a  comeback. 
Two  more  turnaround  stocks 
'atale  likes  are  Westinghouse 
lectric  Corp.,  whose  earning  power,  in 
is  view,  has  been  temporarily  hidden  as 
le  company  recasts  itself,  and  dwg 
orp.,  now  in  the  hands  of  Nelson  Peltz 
nd  Peter  W.  May  Corp.  About  the  debt- 
dden  conglomerate,  Natale  says:  "I 
link  Peltz  and  May  will  issue  a  recapi- 
iiization  and  start  improving  operating 
largins.  The  stock  could  hit  20  to  25 
'rom  15  now]  in  a  year's  time."  Then 
lere's  Conmed  Corp.,  a  maker  of  elec- 
•osurgical  devices  whose  investors  were 
isappointed  by  third-quarter  results.  In 
^93,  Natale  thinks  Conmed's  laparosco- 
ic  instruments  for  noninvasive  surgery 
ill  ensure  superior  earnings. 
In  fact,  he's  bullish  on  health-care 
)mpanies.  Another  slightly  controver- 
al  pick,  Hook-SuperX  Inc.,  operates 
rugstores  and  health-supply  centers  in 


22  states  in  the  Midwest  and  the  North- 
east. Highly  leveraged  and  25%  owned 
by  Goldman,  Sachs  &  Co.,  Hook-SuperX 
went  public  in  June  at  13  and  is  trading 
only  slightly  higher  now.  But  it  gets  Na- 
tale's  vote  of  confidence  because  "it's 
undervalued  against  comparables."  His 


for  25<t:  and  are  redeemable  for  Hanson's 
British  shares  at  300  pence  until  Septem- 
ber, 1997.  With  the  London  shares  now 
trading  at  225  to  230  pence,  and  consid- 
ering Hanson's  "stellar  record  of  in- 
creasing sales  and  earnings,"  Natale 
thinks  investors  could  make  a  killing. 


NATALE: 
SPECIAL  SITUATIONS 


reasoning  is  the  same  for  Mediplex 
Group  Inc.,  which  runs  32  inpatient  sub- 
acute-care  facilities  in  nine  states  and  is 
buying  an  ambulatory  surgery  center. 
"They're  growing  both  internally  and 
through  acquisition,"  Natale  says. 

Natale  would  round  off  his  portfolio 
with  three  international  plays:  Malaysia 
Fund  Inc.,  because  he  expects  8%  real 
economic  growth  in  that  emerging  mar- 
ket for  1993;  the  popular  Telefonos  de 
Mexico,  because  "the  number  of  lines 
per  thousand  in  Mexico  is  still  really 
low";  and  Britain's  Hanson  PLC,  whose 
stock  he  believes  has  more  upside  poten- 
tial than  any  other  on  his  list.  Although 
Hanson  issues  American  Depositary  Re- 
ceipts, Natale  advises  U.  S.  investors  to 
buy  Hanson  Class  B  warrants,  which 
trade  on  the  American  Stock  Exchange 


Stock 

52-week  high 

Current  price* 

ALEXANDER  &  BALDWIN  SOVz 

24 

CONMED 

39 

141/2 

DAMES  &  MOORE 

223/4 

19V4 

DWG 

15 

143/4 

HANSON (ADR) 

22  Vb 

171/2 

HOOK-SUPERX 

13% 

13 

MALAYSIA  FUND 

16% 

16V4 

MEDIPLEX  GROUP 

70Va 

20 

TELEFONOS  DE 
MEXICO 

bOVa 

55 

WESTINGHOUSE 

21V8 

123/4 

CARRINGTON:THE| 
VIEW  FROM  ABROAII 


Stock                    52-week  high 

Current  price* 

AARON  RENTS  CLASS  B 

8% 

83/4 

COURTAULDS  (ADR) 

IOV2 

81/8 

DURACELL 

371/4 

341/2 

EASTMAN  KODAK 

503/4 

413/8 

GILLETTE 

61 1/4 

58% 

MARCAM 

32 

293/4 

NOKIA 

NA 

95t 

PHILIP  MORRIS 

86% 

771/4 

SYBRON 

231/8 

22% 

SYNOPTICS 

733/4 

683/4 

tFlnnmarks;  trades  on  pink  sheets 

JOHN  CARRINGTON.  Britain's  recovery 
still  trails  the  U.  S.'s,  and  that's  one  rea- 
son John  Carrington,  managing  director 
of  London's  Carrington  &  Co.,  is  so  san- 
guine about  U.  S.  stocks  for  1993.  Like 
Kimelman's  Baird  and  Murphy,  Carring- 
ton thinks  profit  margins  in  manufactur- 
ing are  bound  to  rise,  because  "the  re- 
cession on  both  sides  of  the  Atlantic  has 
been  going  on  so  long  that  there's  been 
a  shrinkage  of  capacity."  But  he  espe- 
cially favors  companies  whose  market- 
ing he  believes  is  superior.  For  this  rea- 
son, core  holdings  in  his  hypothetical 
portfolio  would  be  Gillette  Co.  and  Philip 
Morris  Cos. 

Another  "brilliant  marketing  organiza- 
tion," Carrington  says,  is  Duracell  Inc., 
which  he  believes  can  look  forward  to 
fast  growth  abroad  in  the  coming  year. 

His  last  big-company 
choice  in  the  U.  S.  would 
be  Eastman  Kodak  Co., 
which  he  calls  a  recovery 
stock.  "We  think  they've 
gotten  their  act  together  in 
management  terms,"  he 
says,  "and  the  potential  in 
recordable  compact  disks, 
where  they're  in  the  fore- 
front of  the  market,  is 
enormous." 

Into  this  investment 
brew  Carrington  would 
stir  four  smaller  U.  S.  com- 
panies with  strong  pres- 
ences in  niche  markets.  He 
recommends  Class  B 
shares  of  Aaron  Rents 
Inc.,  an  Atlanta-based  fur- 
niture-rental company  that 


THE 


has  profited  both  from  liurricane  dam- 
age and  from  the  long  recession;  Mar- 
cam  Corp.,  a  Newton  (Mass.)  software 
maker  with  strong  financials  that  sells 
process-control  programs  to  manufactur- 
ers such  as  food,  gas,  and  pharmaceuti- 
cal companies;  Sybron  Corp.,  which 
makes  laboratory  disposables  and  orth- 
odontic equipment — a  high-margin  busi- 
ness; and  Synoptics  Communications 
Inc.,  a  high-tech  survivor  that  makes  a 
key  component  of  local  area  networks. 
Carrington  believes  that  with  the  re- 
structuring of  the  computer  industry  far 
from  over,  the  niche  players  that  have 


a  more  pro-growth  Administration," 
Millsap  says.  Furthermore,  "the  cheap- 
est areas  in  the  market  are  the  most 
economically  sensitive  ones:  metals,  for- 
est products,  chemicals,  energy,  and  ma- 
chinery." Two  picks  in  this  category, 
Amax  Inc.  and  Champion  International 
Corp.,  get  Millsap's  vote  of  confidence, 
based  on  heavy  capital  spending  that  he 
thinks  will  pay  off  handsomely  in  future 
earnings.  In  Amax'  case,  Millsap  cites  a 
new  aluminum  smelter  in  Canada  that 
he  calls  "one  of  the  lowest-cost  alumi- 
num plants  in  the  world."  And  about 
forest-products  manufacturer  Champion, 


MILLSAP: 
QUITE  CONTRARY 


managed  to  hang  on  till  now  are  the 
best  long-term  'lets. 

International  winners  in  Carrington's 
crystal  ball  include  Courtaulds  PLC, 
whose  new,  natural-based  fiber  called 
Tencel  "has  taken  off  like  mad  in  Ja- 
pan," and  Finnish  conglomerate  Nokia, 
which  has  teamed  up  with  Switzerland's 
SMH,  maker  of  Swatch  products,  to  de- 
sign cellular  phones.  In  addition,  he 
says,  "Finland  has  had  three  terrible 
years  and  two  devaluations,  and  all  my 
information  is  that  the  second  one 
worked." 

MARK  w.  MILLSAP.  Our  last  prognostica- 
toi-  hails  from  the  heart  of  Clinton  coun- 
try: Little  Rock,  where  Meridian  Man- 
agement Co.  oversees  some  $200  million. 
Vice-President  Mark  W.  Millsap  de- 
scribes his  investment  style  as  value-ori- 
ented, but  "we  are  typically  categorized 
as  contrarians."  Millsap  says  Meridian 
"looks  for  stocks  selling  at  a  fraction  of 
what  we  think  they're  worth."  He  be- 
lieves in  an  investment  time  horizon  of 
years,  not  months,  and  stresses  that  his 
choices  are  for  the  long  term. 

The  victory  of  homeboy  Clinton  hasn't 
altered  Meridian's  philosophy,  but  "our 
portfolios  are  positioned  to  benefit  from 


Stock                    52-week  high 

Current  price* 

AMAX 

233/8 

I6V2 

BAKER  HUGHES 

25% 

18% 

CATERPILLAR 

62  Vs 

53V4 

CHAMPIOH  INTL. 

30V4 

29 

DEC 

651/2 

323/4 

HOMESTAKE  MINING 

16% 

11 1/8 

IBM 

100% 

563/a 

INLAND  STEEL 

27 

22% 

OCCIDENTAL  PETROLEUM 

23  Va 

ISVs 

PLACER  DOME 

12% 

113/8 

'AsofDec.  15          DATA:  BRIDGE  INFORMATION  SYSTEMS  INC 

he  points  out  that  papermaking  produc- 
tivity is  up  237'  since  1986.  "This  has  not 
gone  unrecognized  by  other  value  inves- 
tors," he  notes,  mentioning  Warren  Buf- 
fett,  Laurence  Tisch,  and  John  M.  Tem- 
pleton  as  fellow  champions  of  Champion. 

Big  beneficiaries  of  Clinton's  infra- 
structure-spending plans,  says  Millsap, 
will  be  Inland  Steel  Industries  Inc.  and 
Caterpillar  Inc.  Apart  from  rising  steel 
prices,  he  thinks  Inland's  joint  venture 
with  Nippon  Steel  Corp.,  the  biggest 
Japanese-American  partnership  to  date, 
will  beef  up  earnings.  "The  U.  S  in  gen- 
eral has  become  the  world's  low-cost 
producer  of  steel,"  he  says,  "and  Inland 
is  in  an  exceptional  position  to  improve 
I)rofits."  Caterpillar,  meanwhile,  whose 
stock  is  selling  at  its  1980  price,  stands 
to  gain  from  the  investment  tax  credit 
and  a  liberalized  depreciation  schedule 


Among  Millsap's  long 
shots:  IBM  and  DEC, 
and  two  gold  stocks 


likely  under  Clinton.  "If  you  look 
what  happened  to  Cat  in  1986  [when  tl 
investment  tax  credit  was  phased  out], 
looks  like  the  stock  ran  into  a  brii 
wall,"  says  Millsap.  "We  think  the  r 
verse  of  that  will  occur  now." 

In  energy,  Millsap  gives  oil-servic 
Baker  Hughes  Inc.  the  thumbs-up  b 
cause  he  believes  it's  well-positioned 
"one  of  the  few  industries  in  the  wor 
that  is  dominated  by  U.  S.  companies 
He  thinks  its  1992  acquisition  of  Tele^ 
will  enhance  an  already  strong  mark 
share  in  directional  drilling,  a  "ve; 
high-margin  business."  Millsap's  oth 
oil  pick  is  really 
chemical  play  in  d; 
guise:  Occidental  Petr 
leum  Corp.  Its  chcmic 
division  has  a  leadii 
market  share  in  pol 
vinyl  chloride,  chlorin 
and  caustic  soda,  and 
No.  2  in  antifreez 
While  praising  Oxy 
overall  restructurin 
which  he  says  has  bee 
completed  ahead  1 
schedule,  Mills£ 
thinks  the  "dramat 
earnings  recovery"  I 
anticipates  will  con 
mainly  from  goc 
chemistry. 

Millsap  shows  h 
contrarian  colors  mo 
with  his  last  four  pick 
Computer  giants  Digital  Equipment  In 
and  IBM — trading,  respectively,  at  the 
5-  and  10-year  lows — fall  squarely  in 
the  category  of  supercheap  long-ter 
buys.  "Both  have  been  very  slow  to  r 
act  to  a  difficult  business  environment 
he  says,  "but  they're  doing  it  now."  Ar 
Millsap  would  cap  his  portfolio  with  tv 
gold  stocks:  Homestake  Mining  ar 
Placer  Dome  Inc.  "No  industry  is  moi 
unpopular  than  precious  metals,  but  v 
see  a  brighter  picture  ahead,"  he  say 
In  part,  he  cites  market  dynamics:  hig 
er  jewelry  demand  and  sharply  reduce 
reserves.  In  Placer  Dome's  case,  MillsE 
has  high  hopes  for  new  President  ar 
CEO  John  M.  Willson.  And  he  sees  shi 
ing  prospects  for  Homestake  in  gold  ar 
sulfur  projects  soon  to  come  on  strear 
Millsap  has  a  macroeconomic  I'ationa 
for  his  gold  picks,  too.  "We  think  infl: 
tion  is  likely  to  be  a  bigger  problem  tha 
is  generally  perceived,"  he  says.  Merii 
ian  predicts  inflation  of  4%  to  6%  in  t\ 
next  couple  of  years,  and  Millsap  thinl' 
"that  could  be  viewed  as  a  major  neg; 
live  in  the  stock  market."  Does  the  ma 
from  Little  Rock  know  something  th 
rest  of  us  don't?  Noncontrarians  ca 
only  hope  he  doesn't. 

Bi/  Joan  Warner  in  New  Yor 
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STRATEGIES  FOR  STO 


405  OfTHeFORTUNESOO 

RcheR)r  S/mngs  With 

Anacomb 


The  more  successful  the 
company,  the  more  information 
it  creates.  So  when  it  comes  time 
to  store  and  retrieve  this  valuable 
information,  more  than  80%  of  the 
FORTUNE  500  rely  on  Anacomp 
and  micrographics  for  a  solution 
that  lands  them  major  savings. 


Just  What  Is  Fiche? 

Each  Anacomp  fiche  is  a  4"x  6"  sheet  of 
microfilm  that  holds  up  to  700 pages  of 
information.  In  most  cases,  fiche  can  be 
retrieved  and  used  more  quickly  than 
competing  media  such  as  magnetic  tape 
and  optical  disc.  Most  important,  savings 
in  the  cost  of  paper,  storage  space,  nmiling 
costs,  and  manpower  make  fiche 
far  and  away  the 
most  cost-effective 
way  to  store  and 
retrieve  data. 


As  a  cost-effective  alternative 
to  paper-based  information 
management  systems,  Anacomp's 
micrographics  is  unsurpassed. 
Here  are  some  specific  examples 
of  savings  netted  by  Anacomp 
customers: 

>||^  An  80%  savings  on 
the  cost  of  labor 
>^  A  99%  savings  on 
the  cost  of  mailing 

A  90%  savings  on 
the  cost  of  materials 
>0d  A  99%  savings  on 
the  cost  of  storage. 


When  we  are  invited  to  "Anacomp 
your  company,"  we  do  a  thorough 
audit  of  the  way  your  business 
manages  its  information.  Without 
exception,  we  can  provide  precise 
cost  savings  in  real  dollars  over 
specific  time  Irames. 

Such  dramatic  savings,  especially 
in  today's  business  environment, 
have  helped  Anacomp  become  a 
member  of  the  FORTUNE  500. 

Ixn  us  'Anacomp  your  company." 
To  find  out  how,  contact  H  Eang 
Lowrey,  SVF  Anacomp,  Inc.,  3060 
Peachtree  Road,  N.W,  Atlanta,  GA 
30305,  or  call  (404)262-2667. 

We  Image  Of  The  Future 
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►  M  U  T  U  A  L  FUNDS 


FUNDS  RAKED  IT  IN— 
BUT  INVESTORS  DIDN'T 

As  money  fairly  flew  into  mutual  funds  of  all  stripes,  most  investors  were  left  scrounging  for  profits 


w 


nth  a  record- 
shattering  $295 
billion  pouring 
into  mutual  funds  in  1992, 
fund  executives  are  enti- 
tled to  end  the  year  with  a 
rollicking  toast.  Investors, 
though,  may  not  be  in  such 
a  good  mood.  After  199rs 
double-digit  feast,  fund  re- 
turns were  more  akin  to 
nouvelle  cuisine  in  1992. 
And  after  wowing  inves- 
tors by  outperforming  the 
Standard  &  Poor's  500- 
stock  index  in  1991,  the  av- 
erage equity  fund  slipped 
back  into  its  usual  pattern  of  underper- 
forming  the  index  by  about  2  percentage 
points.  While  the  .S&P  500  returned 
6.90%,  the  typical  equity  fund  returned 
just  4.96%. 

Virtually  all  of  the  gains  came  in  the 
year's  second  half  as  the  prospect  of  an 
improving  economy  whetted  investors' 
appetites  for  stocks.  While  fund  returns 
overall  were  less  than  exciting,  there 
were  some  dramatic  shifts  among  lead- 
ing fund  categories.  Oppenheimer  Global 
Bio-Tech,  which  ended  1991  up  104.57'/, 
fell  23.57%'  to  become  one  of  the  year's 
worst  performers.  Taking  the  place  of 
199rs  hot  biotechnology  and  health-care 


HOW  STOCK-FUND  GROUPS  FARED  IN  1992 


Total  return* 

Total  return* 

FINANCIAL 

30.22% 

BALANCED 

5.90% 

SMALL-COMPANY 

10.04 

MAXIMUM  GROWTH 

5.86 

INCOME 

9.19 

NATURAL  RESOURCES 

1.44 

TECHNOLOGY 

8.25 

INTERNATIONAL 

-4.31 

EQUITY-INCOME 

7.89 

HEALTH 

-6.44 

UTILITIES 

7.79 

PRECIOUS  METALS 

-15.97 

MISCELUNEOUS 

7.49 

DIVERSIFIED  U.S.  EQUITY 

7.06 

GROWTH-INCOME 

6.89 

ALL  EQUITY  FUNDS 

4.96 

GROWTH 

6.37 

S&P  500  INDEX 

6.90 

ASSET  ALLOCATION 

6.02 

*Appreciation  plus  gains  through  Dec 

DATA:  MORNINGSIAR  INC 

11 

funds  were  more  prosaic  financial-ser- 
vices and  value-oriented  funds. 

Funds  that  were  plays  on  an  improv- 
ing economy  paid  off  handsomely.  Five 
of  the  top  10  equity  funds  were  from 
Fidelity  Investments'  family  of  sector 
funds.  The  $89  million  Fidelity  Select 
Savings  &  Loan  was  the  best  performer, 
with  its  portfolio  of  battered  stocks  up 
by  almost  52%-  for  the  year.  Close  behind 
were  some  of  its  brethren:  Fidelity  Se- 
lect Regional  Banks,  up  41.27%;  Fidelity 
Select  Automotive,  up  39.827';  and  Fideli- 
ty Select  Financial  Services,  up  35.777". 

Whether  these  groups  can  maintain 
their  torrid  pace  isn't  clear.  "There's  a 


THE  20  LARGEST  EQUITY  FUNDS 


Fund 


Assets*        Totol  return** 

Billions       1992    5-year  avg. 


Fidelity  Magellan       21.05      5.20%  20.72% 


Investment  Co. 
of  America 


14.02 


5.99  15.89 


Woshington  Mutual 

9.48 

8.49 

15.63 

Windsor 

8.23 

13.38 

13.95 

Vanguard  Index  500 

5.77 

6.84 

17.02 

Income  Fund 

of  America 

5.64 

9.81 

13.75 

Rdelity  Puritan 

5.62 

13.50 

14.18 

Wellington 

5.10 

7.08 

13.68 

AIM  Weingarten 

4.98 

-1.36 

20.71 

Windsor  li 

4.80 

10.79 

16.27 

iorsus 

4.66 

5.54 

21.07 

Fund 

Assets* 

Total  return** 

Billions 

1992 

5-year  ovg. 

Fidelity  Equity-Income 

4.65 

12.11 

13.49 

Dean  Witter 
Dividend  Growth  Sees. 

4.60 

5.89 

16.06 

American  Mutual 

4.60 

6.95 

13.62 

Twentieth  Century 
Select  Investors 

4.47 

-4.65 

15.01 

Twentieth  Century 
Growth  Investors 

4.39 

-5.46 

20.67 

Fidelity  Growth 
&  Income 

4.29 

9.61 

19.35 

Templeton  World 

4.02 

1.21 

11.40 

Twentieth  Century 
Ultra  Investors 

4.01 

-3.34 

29.06 

Pioneer  II 

3.97 

8.21 

13.62 

*Asof  Sept.  i  J 

1992  returns  throuQi!  r>ec.  11;  5-year,  through  Nov.  30 


** Includes  dividends  and  capital  gains. 

DATA:  MORNINGSTAR  INC. 


lesson  to  be  learned  fron 
the  health  and  biotecl 
funds,"  says  A.  Michae 
Upper,  president  of  Lippe 
Analytical  Services  Corp 
"They  had  two  good  year: 
back  to  back,  but  couldn' 
make  it  to  three.  I  wouk 
start  to  be  a  little  nervou; 
in  the  financial-servicei 
area  because  it  has  led  fo 
so  long." 

Despite  a  bumpy  ride 
small-cap  stocks  also  en 
joyed  a  second  good  year 
They  started  out  strong 
got  beaten  down,  and  end 
ed  the  year  in  a  comeback  mode,  witl 
the  Russell  2000,  an  index  of  smal 
stocks,  up  more  than  13%  as  of  Dec.  14 
"Small-cap  stocks  have  done  astounding 
ly  well  in  the  last  few  months  on  opti 
mism  about  President-elect  Clinton,  im 
proved  economic  conditions,  and  stock: 
in  general,"  says  Neal  Litvack,  senio: 
vice-president  at  Fidelity  Investments 
History  is  on  the  small-cap  investor'; 
side:  According  to  Prudential  Securitie; 
Inc.,  small-cap  stocks  have  gained  an  av 
erage  of  38.8%-  in  the  first  year  of  Demo 
cratic  Presidencies. 

'FRENZY.'  Funds  that  loaded  up  on  un 
dervalued  stocks  were  among  1992'; 
market  leaders.  The  top-performing  val 
ue  fund  was  Oakmark,  a  $220  millior 
fund  that  gained  46.01%-.  But  whik 
small-cap  holdings  were  a  partial  reasoi 
for  the  fund's  success  in  1992,  portfoli( 
manager  Robert  Sanborn  says  there's 
"almost  too  much  frenzy  in  the  small 
cap  area."  He's  moving  into  companies 
in  the  defense  industry  that  generat( 
good  cash-flow  and  will  benefit  from  anj 
consolidation,  such  as  Martin  Marietti 
Corp.,  which  makes  up  6%>  of  the  fund 
Another  20%  is  in  niche  insurers  such  a; 
American  Income  Holding  Inc.  ir 
Waco,  Tex.,  and  other  financial-services 
stocks. 

The  $45  million  Heartland  Value  Func 
also  made  the  top  10,  up  37.36%-.  Portfo 
lio  manager  William  J.  Nasgovitz  is  tak 
ing  profits  in  regional  bank  and  savings 
and  loan  stocks  and  adding  such  residen 
tial  construction  companies  as  EngU 
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iomes  in  Boca  Raton,  Fla.,  and  such 
egional  brokers  as  St.  Louis-based  Sti- 
el  Financial  Corp. 

A  relatively  unknown  value  fund  that 
ore  up  the  charts  is  Skyline  Special  Eq- 
lities,  up  87.02'/.  The  fund  buys  under- 
alued  companies  only  if  they  have 
,bove-average  earnings  potential  of  12% 
0  15'X.  After  growing  from  $70  million 
a  September  to  $150  million  on  Dec.  10, 
he  fund  closed  to  new  investors. 

Among  the  industry  giants,  the  value 
pproach  paid  off  in  spades,  particularly 
or  investments  in  companies  pummeled 


by  the  recession.  The  $8.2  billion  Wind- 
sor Fund  pulled  down  the  best  return, 
18.387'.  Fund  Manager  John  B.  Neff 
gave  himself  an  A+-f  on  his  annual 
report  card  to  shareholders  for  buying 
Chrysler  Corp.,  which  was  up  117%  at 
the  close  of  the  fund's  Oct.  31  fiscal 
year.  Stakes  in  Citicorp  and  Baybanks 
Inc.  also  boosted  returns.  The  year 
wasn't  so  kind  to  $21  billion  growth  fund 
Fidelity  Magellan.  After  ending  1991 
with  one  of  the  best  returns  among  the 
largest  equity  funds,  the  fund  didn't 
even  beat  the  S&P  500  in  1992,  gaining 


just  5.207,  far  off  its  average  five-year 
return  of  20.72%'.  Defensive  positioning 
caused  the  fund  to  miss  much  of  the  run 
in  small-cap  stocks  in  1992.  The  $4.4  bil- 
lion Twentieth  Century  Growth  Inves- 
tors, 1991 's  leader  with  a  52.58%  return, 
did  even  worse,  down  5.467. 
'POOR  TIMING.'  Investing  at  home  was 
another  strategy  that  paid  off  in  1992, 
largely  because  of  serious  economic 
weakness  in  Europe  and  Japan.  Diversi- 
fied U.  S.  equity  funds  were  up  7.067", 
while  international  equity  funds  lost 
4.317".  European  stock  funds  ended  a 


EQUITY  FUNDS:  THE  YEAR'S  WINNERS  AND  LOSERS 


1992'S  BEST  PERFORMERS. . . 


Total  return* 

Fidelity  Select  Savings  &  Loan 

51.78% 

Oakmark 

46.01 

Fidelity  Select  Regional  Banks 

41.27 

John  Hancock  Freedom  Regional  Bank  B 

40.66 

Fidelity  Select  Automotive 

39.82 

Heartland  Value 

37.36 

Skyline  Special  Equities 

37.02 

Fidelity  Select  Financial  Services 

35.77 

Fidelity  Select  Software  &  Computer 

33.23 

PaineWebber  Regional  Financial  Grth.  A 

32.83 

Parnassus 

32.81 

Retirement  Planning  Global  Value 

28.24 

G.T.  America  Growth 

27.46 

Fidelity  Low-Priced  Stock 

26.53 

Pioneer  Capital  Growth 

25.70 

John  Hancock  Special  Equities 

25.37 

Total  return* 


Main  Street  Income  &  Growth 

24.70 

Fidelity  Select  Electronics 

24.64 

Gintel 

24.24 

Century  Shares 

23.87 

Morgan  Stanley  Asian  Equity 

23.24 

FPA  Capital 

23.18 

Sherman  Dean 

22.82 

Merrill  Lynch  Phoenix  A 

22.16 

Woodward  Opportunity 

21.68 

First  Eagle  Fund  of  America 

21.54 

Thomson  Opportunity  B 

21.51 

Acorn 

21.44 

Bull  &  Bear  Speciol  Equities 

21.26 

Babson  Enterprise 

21.21 

Putnam  New  Opportunities 

21.15 

Boston  Company  Special  Growth  20.97 


Total  return* 


DFA  U.S.  9-10  Small  Company 

20.92 

Financial  Strategic  Leisure 

20.75 

PBHG  Growth 

20.69 

Fidelity  Select  Retailing 

20.14 

FAM  Value 

20.04 

Mutual  Beacon 

20.03 

Fidelity  Select  Insurance 

20.02 

Financial  Strategic  Financial  Svcs. 

19.97 

MAS  Pooled  Small  Capitalization  Value 

19.91 

Delaware  Trend 

19.67 

Fidelity  Select  Transportation 

19.67 

Mutual  Qualified 

19.67 

Merrill  Lynch  Corporate  Dividend 

19.64 

Fidelity  Select  Broadcast  &  Media 

19.58 

Sound  Shore 

19.48 

Lindner  Dividend 

19.36 

. . .  AND  WORST  LOSERS 


Total  return* 

Total  return* 

Total  return* 

Lexington  Strategic  Investments 

-59.69% 

Blanchard  Precious  Metals 

-18.14 

United  Services  Growth 

-13.60 

United  Services  Gold  Shares 

-50.10 

Bull  &  Bear  Gold  Investors 

-17.60 

Financial  Strategic  Energy 

-13.52 

Van  Eck  International  Investors 

-28.73 

Vanguard  Intl  Equity  Index  Pacific 

-17.30 

Financial  International  Growth 

-13.51 

Monitrend  Gold 

-27.72 

Financial  Strategic  Environmental 

-15.85 

G.T.  Global  Health  Care 

-13.42 

Progressive  Value 

-27.04 

Keystone  Precious  Metals  Holdings 

-15.21 

Phoenix  International 

-13.39 

DFA  Japanese  Small  Company 

-24.18 

Japan 

-15.06 

United  Gold  &  Government 

-13.32 

Oppenheimer  Global  Bio-Tech 

-23.57 

Fidelity  Select  Health  Care 

-14.66 

Rodney  Square  International  Equity 

-13.24 

Fidelity  Select  Precious  Metals/Min. 

-22.14 

Financial  Strategic  Health  Sciences 

-14.55 

G.T.  Europe  Growth 

-13.03 

Progressive  Aggressive  Growth 

-21.19 

Dreyfus  Strategic  Growth 

-14.51 

Fidelity  Overseas 

-12.99 

Lexington  Goidfund 

-20.73 

U.S.  Boston  Foreign  Grth&Inc  Ordinary 

-14.51 

Lexington  Strategic  Silver 

-12.69 

Franklin  Gold 

-20.65 

Financial  Strategic  Pacific  Basin 

-14.36 

Templeton  Developing  Markets 

-12.57 

G.T.  Japan  Growth 

-20.34 

Oppenheimer  Global 

-14.32 

Fidelity  Select  Medical  Delivery 

-12.51 

Enterprise  Precious  Metals 

-20.08 

American  Investors  Growth 

-14.14 

NY  Life  Institutional  EAFE  Index 

-12.22 

Vanguard  Specialized  Gold/Prec.  Metals 

-19.22 

PFAMCo  International  Equity 

-14.02 

PaineWebber  Europe  Growth  A 

-12.04 

DFA  United  Kingdom  Small  Company 

-18.89 

Flag  Investors  International 

-13.74 

Average  for  1,122  funds 

4.96% 

DFA  Continental  Small  Company 

-18.49 

Thomson  Prec.  Metals  &  Natural  Res.  B 

-13.74 

S&P  500-stMk  index 

6.90% 

'Appreciation  plus  capital  gains  through  Dec.  13 
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MUTUAL  FUNDS 


turbulent  year  down  8.50'/.  Economic 
problems  in  Japan  led  such  funds  as  dka 
Japanese  Small  Company  to  fall  24.187' 
for  the  year. 

Some  investors  see  Japan's  woes  as  a 
buying  opportunity.  "In  mid-July,  when 
the  Japanese  market  looked  like  it  was 
in  a  tailspin,  we  had  the  best  inflow  into 
the  Pacific  Index  fund  ever,"  says  Van- 
guard Group  Vice-President  Brian 
Mattes.  "The  lessons  of  1987  are  staying 
with  investors:  not  to  panic  on  short- 
term  pressures  in  the  market  but  to  go 
stoically  into  the  breach  and  buy."  John 
Rekenthaler,  editor  of  guide  Moniing- 
fitar  Mutual  Funds,  is  leery  of  Japan 
but  thinks  Europe  offers  some  opportu- 
nities. He  sees  more  long-term  U.  S. 
money  managers  bottom-fishing  in  Eu- 
rope and  points  to  European  investors' 
rising  interest  in  investing  in  U.  S. 
stocks.  "The  last  time  European  inves- 
tors liked  U.  S.  stocks  was  in  the  first 
half  of  1987,  when  they  bought  heavily 
up  until  the  crash,"  says  Rekenthaler. 
"They  have  a  history  of  poor  timing." 


Precious-metals  funds  belied  their 
names  once  again,  dominating  1992's  list 
of  the  worst-performing  funds.  Lexing- 
ton Strategic  Investments  had  the  dubi- 
ous honor  of  moving  down  from  a  spot 
as  the  fourth-worst  performing  fund  in 
1991  to  being  the  absolute-worst  fund  in 
1992,  off  almost  607.  Assets  in  the 
fund  have  dropi)ed  from  $24  million  at 
the  end  of  1991  all  the  way  to  $8.9  mil- 
lion as  of  Dec.  11.  Other  funds,  such  as 
Van  Eck  International  Investors,  which 
is  down  28.737',  took  a  beating  because 
of  the  European  currency  crisis  in 
September. 

Among  bond  funds,  junk  led  the  pack 
for  the  second  year  in  a  row.  The  aver- 
age return  on  high-yield  funds  was 
l(i.477,  with  the  next-best  performance 
coming  from  the  convertible-bond  cate- 
gory, up  11.867.  Rochester  Convertible 
tops  the  list  of  the  best  taxable  bond 
funds  with  a  27.527"  rise,  closely  fol- 
lowed by  Advantage  High- Yield  Bond, 
with  its  26.627  return.  Advantage  fund 
manager  Margaret  Patel  credits  much  of 


THE  BEST  BOND  FUNDS 


1992'S  BEST  TAXABLE  BOND  FUNDS 


Total  return* 

Total  return* 

Rochester  Convertible 

27.52% 

Colonial  High- Yield  Securities  A 

19.93 

Advantage  High-Yield  Bond 

26.62 

Fidelity  Spartan  High-Income 

19.87 

Fidelity  Capital  &  Income 

25.72 

Putnam  Convertible  Income-Growth 

19.50 

Dean  Witter  High-Yield  Securities 

24.30 

SunAmerica  High-Income 

19.45 

National  Bond 

24.16 

Seligman  High-Yield  Bond 

19.26 

Venture  Income  ( + )  Plus 

22.64 

Shearson  High-Income  B 

18.83 

PaineWebber  High-Income  A 

22.09 

IDS  Extra  Income 

18.62 

Fidelity  Advisor  High-Yield 

21.56 

Putnam  High  Yield 

18.50 

MainStay  High- Yield  Corporate  Bond 

20.82 

Keystone  America  High-Yield  Bond 

18.48 

Fidelity  Convertible  Securities 

20.37 

Lutheran  Brotherhood  High-Yield 

18.35 

SunAmerica  High- Yield 

20.24 

Average  of  577  funds 

6.68 

1992'S  BEST  TAX-FREE  BOND  FUNDS 

Total  return* 

Total  return* 

Vista  Tax-Free  Income 

11.99% 

Putnam  MA  Tax  Exempt  Income  II 

9.96 

Strong  Municipal  Bond 

11.26 

Mariner  New  York  Tax-Free  Bond 

9.87 

Franklin  NY  Tax-Free  Income 

10.58 

Putnam  Tax-Free  High  Yield 

9.86 

Putnam  Municipal  Income 

10.51 

Quest  For  Value  National  Tax-Exempt 

9.77 

Flagship  NY  Tax-Exempt 

10.41 

Flagship  Ail-American  Tax-Exempt 

9.74 

New  York  Muni 

10.32 

Phoenix  Tax-Exempt  Bond 

9.73 

Fidelity  Advisor  High-Income  Muni. 

10.27 

Voyageur  Arizona  Insured  Tax-Free 

9.73 

Rochester  Fund  Municipals 

10.13 

Voyageur  Colorado  Tax-Free 

9.73 

Premier  State  Municipal  Bond  VA 

10.04 

Merrill  Lynch  TX  Municipal  Bond  A 

9.71 

Scudder  Massachusetts  Tax-Free 

10.00 

Nuveen  New  York  Tax-Free  Value 

9.71 

Transamerica  Tax-Free  Bond  A 

10.00 

Average  of  477  funds 

7.88 

*  Appreciation  plus  reinvested  dividends  and  capital  gains  through  Dec.  1 1 


DATA;  MORNINGSTAR  INC. 


the  rise  in  her  fund  to  a  strategy  ( 
investing  heavily  in  the  convertible  seci 
rities  of  small-cap  companies  and  sta; 
ing  away  from  distressed  credits. 

Municipal-bond  funds  also  provide 
'healthy  returns,  with  the  average  fur 
up  7.85%.  That  beat  the  5.197-  avera^ 
return  for  government-bond  funds  ar 
the  6.417  return  on  corporates.  The  a 
erage  taxable  fixed-income  fund  r 
turned  6.687.  Lori  Lucas,  an  analyi 
with  mutual  fund  rating  service  Mor 
ingstar  Inc.,  says  the  generally  medioci 
results  in  taxable  bond  funds  are  a  po 
tent  of  years  to  come,  since  lower  shor 
and  long-term  interest  rates  won't  j)r 
vide  fund  managers  with  as  much  oppo 
tunity  to  boost  total  return  by  playin 
interest  rate  declines. 

International  bond  funds  had  a  roch 
ride  in  1992.  The  currency  crisis  in  E 
rope  left  a  number  of  short-term  wor 
income  funds  reeling,  with  the  avera^ 
fund  down  1.127.  One  fund  in  particul; 
took  a  dive:  Pilgrim  Short-Term  Mull 
Market  Income  I  fell  more  than  107  du 
ing  September,  ending  the  year  dow 
about  157'.  The  broader  internation; 
I)ond  category  was  up  3.207. 

While  mutual-fund  returns  in  gener 
were  nothing  to  cheer  about,  the  flow  ( 
money  into  mutual  funds  set  records.  I 
new  and  reinvested  money,  total  sale 
in  1992  will  likely  exceed  1991's  re 
ord  by  507,  according  to  the  Inves 
ment  Company  Institute.  Much  of  tl 
increase  came  from  savers  who  abai 
doned  the  safe  but  low-yielding  shelt( 
of  certificates  of  deposit  and  mone; 
market  funds.  As  of  October,  taxab 
money-market  funds  had  slipped  t 
30.97  of  total  mutual-fund  assets,  froi 
33.47'  the  previous  year.  Tax-free  mone 
funds  went  downhill  from  6.77  of  assel 
to  6.17. 

WILD  CARDS.  The  influx  of  more  conse 
vative  savers-turned-investors  is  chanj 
ing  the  concentration  of  funds  in  th 
industry.  Bond  assets  grew  much  fast( 
through  the  first  10  months  of  1992  tha 
in  1991,  attracting  $182.3  billion  throug 
October,  well  ahead  of  1986's  previoL 
record  of  $158.1  billion.  That  left  bon 
funds  with  a  35.47'  share  of  total  dollai 
in  mutual  funds,  up  from  32.67  in  199 
Stock  funds'  share  of  totiil  assets  inche 
down  from  27.67  to  27.37. 

With  signs  of  economic  recover 
mounting,  the  market  seems  to  hav 
snapped  out  of  its  first-half  stupor.  Bi 
interest  rates  are  1993's  big  wild  can 
and  the  policies  of  a  new  President  ar 
bound  to  bring  some  surprises.  Inve; 
tors  who  find  little  to  toast  in  1992' 
returns  may  want  to  raise  a  glass  fc 
another  reason;  to  fortify  themselves  fc 
a  New  Year  of  investing. 

Bi/  Suza7ine  Woolley  in  New  Yor 
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THE  ONLY  CAR  THAT  CAN  TRULY 
CLAIM  TO  BE  "JUST  LIKE  A  TAURUS." 


FORD  TAURUS 

There  are  imitators.  And  then 
there's  the  original.  Ford  Taurus. 
From  the  start,  its  been  a  step 
ahead  of  its  competition.  And 
that's  just  where  it's  stayed,  thanks 
to  the  more  than  200  improve- 
ments we've  made  since  it  was 


introduced.  Like  its  sleeker  design 
and  smoother  handling.  And  for 
safety's  sake,  we've  given  Taurus 
available  anti-lock  brakes.  Plus  the 
security  of  a  standard  driver  and 
optional  right-front  passenger  air 
bag  supplemental  restraint  system. 
Air  bags,  in  conjunction  with 
properly  worn  safety  belts,  are 
one  of  the  most  effective  restraint 


systems  available. 
Ford  Taurus.  There  simply  is 

no  substitute. 

Buckle  up  -  together  we  can  save  lives. 

HAVE  YOU  DRIVEN 
A  FORD  LATELY? 


BONDS 


-     THE  -_ 
lnVESTMInf 
SPECTRUM 


A  FEW  NIFTY  YIELDS 
WON'T  ADD  UP  TO  A  RALLY 


The  bond  market's  overriding  hope  is  that  Clintonomics  won't  spur  inflation 


A Democrat  at 
1600  Pennsylva- 
nia Ave.  means 
inflation,  right?  And 
that  spells  soaring  in- 
terest rates  and  a  rout 
in  the  bond  market? 
Well,  the  conventional 
partisan  wisdom  may 
no  longer  be  valid,  if  it 
ever  was.  To  be  sure, 
the  last  Democratic 
President,  Jimmy 
"Double-Digit"  Carter, 
suffered  the  misfor- 
tune of  an  oil-price  ex- 
plosion that  made  all 
other  prices  take  off, 
too.  But  absent  anoth- 
er oil  shock  or  some 
other  uncontrollable 
event,  the  Clinton  Ad- 
ministration should  see 
only  a  small  pickup  in 
inflation — and  interest 
rates — during  its  first 
year.  And  while  this 
would  foreclose 
chances  of  a  bond  mar- 
ket rally,  investors 
should  find  j)lenty  of  fixed-income  oppor- 
tunities in  1993. 

Until  right  before  the  election,  the 
bond  market  had  a  lot  of  pep,  thanks  to 
low  inflation  and  the  continuing  econom- 
ic slump,  which  hung  around  far  longer 
than  anyone  had  anticipated.  By  Octo- 
ber, as  Clinton's  election  seemed  more 
and  more  likely,  the  market  got  nervous, 
sure  that  massive  federal  spending  was 
on  the  way.  Lately,  though,  bond  traders 
are  more  upbeat,  and  the  market  has 
regained  lost  ground.  There  are  two  im- 
mediate reasons  for  this:  The  President- 
elect's mainstream  choices  for  his  eco- 
nomics team,  and  his  camp's  suggestions 
that  a  large  stimulus  package  may  not 
be  needed  because  the  recovery  finally 
seems  to  be  for  real. 

The  overriding  factor  in  charting  the 
market's  course  in  1993  is  inflationary 
expectations.  Sure,  economic  recovery 
usually  gooses  the  consumer  price  index 
level.  Yet  remaining  slack  in  the  econo- 
my, plus  such  lingering  problems  as  real 
estate  defaults  and  defense-industry 
shrinkage,  should  ensure  that  any  uptick 


won't  be  a  barnburner.  Many  economists 
expect  inflation  in  1993  to  be  37"  or  less. 

Wall  Street  is  optimistic  that  the  CPi 
outlook  will  be  sufficiently  tame  to  pre- 
vent the  inflation-loathing  Federal  Re- 
serve from  pushing  short-term  rates 
higher  soon.  The  nation's  central  bank 
has  pulled  rates  down  24  times  over  the 
past  three  years  in  an  effort  to  combat 


RATES:  INCHING  UPWARD 


30-YEAR  TREASURY 
BONDS 


3-MONTH 
TREASURY  BILLS 


I '92  II  III  IV  I '93  II  III  IV 
A  PERCENT  I  EST.  ' 

DATA:  MERRIIL  LYNCH  &  CO. 


the  recession.  The  F( 
is  well  aware  that  th 
recession  has  been  lil 
the  maniac  in  a  slasb 
movie:  Every  time  yc 
think  he's  dead,  \ 
lurches  back  to  h 
feet,  butcher  knife 
hand.  That's  why,  pr 
diets  Martin  J.  Maur 
a  Merrill  Lynch  &  C 
senior  economist,  "tl 
next  Fed  tightening 
a  ways  off." 

Not  that  there  arer 
some  other  influena 
that  could  provol 
higher  rates.  Mo; 
prominently,  the  U. 
,  government's  borro\ 

^  ing  needs  remain  vor 

^  cious.  Raising  the  mo 

ey  to  finance  the  $3( 
billion-plus  federal  bu 
get  deficit  probably  r 
quires  current  SO-ye: 
Treasury  rates  to  be  ; 
least  two  or  three  pe 
centage  points  high( 
than  they  ideal; 
should  be.  Besides,  Treasury  yields  mu; 
compete  with  higher  European  ones. 

The  chief  culprit,  on  this  score,  is  Ge 
many,  which  is  striving  to  pay  for  mer 
ing  with  its  formerly  communist  regie 
and  is  paranoid  about  inflation.  Mar 
other  European  nations  are  linked  i 
Germany's  rates.  German  three-monl 
paper  yields  9%,  almost  three  times 
comparable  T-bill  and  1.5  percentag 
points  more  than  the  long  bond. 
SHORT  SHOTS.  Nonetheless,  U.  S.  mont 
managers  expect  the  Bundesbank,  Ge 
many's  central  bank,  to  lower  rate 
sometime  in  the  coming  year's  first  hal 
out  of  concern  over  an  economic  dowi 
turn  there.  That  at  least  should  ease  th 
need  for  the  long  bond  to  drift  high( 
during  the  year's  first  two  quarter 
Says  Arthur  J.  Steinmetz,  a  vice-pres 
dent  and  mutual-fund  portfolio  manag( 
for  Oppenheimer  &  Co.:  "When  the  Ge 
mans  cut  rates.  Treasuries  will  loo 
more  attractive." 

Netting  these  various  consideration; 
it  seems  clear  that  rates  will  go  up  som 
in  1993,  particularly  on  the  short  end  c 
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.he  yield  curve  (cluul).  Ex[)ecl  ;50-yeHr 
Treasuries  to  stay  pretty  much  where 
,hey  are,  around  7.57',  for  the  first  half 
)f  the  year,  then  begin  to  nudge  87'. 
iVhen  you  consider  that  this  is  where 
.he  long  bond  was  during  early  1991,  the 
jrospect  isn't  horrible. 

What's  the  best  investing  strategy, 
^iven  such  a  scenario?  Obviously,  capi- 
al-gains  plays  aren't  in  the  offing  when 
•ates  are  expected  to  ascend.  But  look- 
ng  at  things  from  the  other  side,  the 
,iming  seems  right  for  some  profit-tak- 
ng,  if  you  happen  to  be  holding  on  to 
5ome  old,  higher-coupon  debt.  Like  9.17 
)aper  from  the  beginning  of  1989. 
'Bondholders  who  have  been  patient 
vith  this  should  be  able  to  cash  in,"  says 
riugh  A.  Johnson,  chief  economist  for 
ii'irst  Albany  Corp. 

For  other  folks,  the  most  prudent 
;hoice  is  to  stay  in  intermediate  maturi- 
;ies,  from  5  to  10  years.  A  10-year  Trea- 
sury, for  instance,  yields  6.87",  not  such 
I  great  distance  from  the  long  bond. 
Vloreover,  the  30-year  Treasury  is  al- 
nost  twice  as  sensitive  to  price  changes. 
'The  long  bond  doesn't  compensate  you 
'or  that  kind  of  risk,"  says  Kenneth  C. 
iVeiss,  president  of  Hyperion  Capital 
Vlanagement  Inc.  The  great  advantage 
,0  Treasuries,  of  course,  is  that  they  are 
)acked  by  the  full  faith  and  credit  of  the 
J.  S.  government.  The  added  plus  is  that 
;hey  can't  be  called,  so  whatever  interest 
•ate  an  investor  chooses,  it  is  locked  in 
'or  the  term  of  the  bond. 
lUlCY  JUNK.  None  of  that  holds  true  for 
'ori)orate  bonds.  There  was  a  surge  of 
nvestment-grade  corporate  issuance  in 
1992,  two-thirds  of  it  from  comjjanies 
:alling  their  older,  more  expensive  debt 
ind  refinancing  it.  That  wave  seems  to 
lave  pretty  much  abated.  What's  left 
)ver  is  a  narrow  spread  between  invest- 
Tient-grades  and  Treasuries  that  many 
'ind  unappetizing  in  light  of  the  advan- 
ages  of  owning  federal  bonds.  The 
spread  now  is  an  average  0.6  percentage 
joints.  Two  years  ago,  it  was  a  much 
Tiore  enticing  1.6  points. 

Just  the  same,  canny  investors  still 
;an  find  some  investment-grades  that 
provide  nice  spreads.  Mark  J.  Grant,  a 
managing  director  at  Rodman  &  Ren- 
ihaw  Inc.,  likes  United  Airlines  Inc.'s 
iquipment  trust  certificates,  which  com- 
mand a  spread  of  about  1.5  points  be- 
cause United,  like  other  airlines,  is  suf- 
fering from  price  wars  and  the 
"ecession.  "Look  for  strong  airlines  with 
arge  asset  bases,"  says  Grant.  He  be- 
ieves  United's  current  woes  are  tempo- 
'ary:  Along  with  the  two  other  leading 
U.  S.  carriers,  Delta  Air  Lines  Inc.  and 
^^merican  Airlines  Inc.,  it  should  emerge 
from  the  recession  stronger. 

Junk  bonds  are  riskier,  if  more  re- 
warding. They  average  a  juicy  10.37 
yield.  The  highest-rated  junk,  BB,  yields 
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Compare  the 
Perfomiance  of 
more  than . . . 
1^  Equity  and 
1,100  Fixed  Income 
Mutual  Funds! 


•  Simple  menu 

commands 
•Operates  on  IBM 

or  Compatible  PC 
•Updates  monthly 

and  quarterly 


FOR  SUBSCRIPTION  INFORMATION 
CALL  TOLL  FREE  1-800-553-3575 
ASK  FOR  DEPT.  HB41 


JANUS  INCOME  FUNDS 

A  WEAUN  OF  OPPORTUNmES. 


Janus  Funds  has  an  outstanding  repu- 
tation as  a  leader  in  long-term  grow1:h 
hands.  But  did  you  know  that  Janus 
also  offers  income  funds? 

Janus  income  funds  give  you  a 
wealth  of  additional  opportunities  to 
diversify  your  investments.  They're 
managed  with  the  same  care  as 
Janus  grow1;h  funds,  but  they  offer 
something  equity  funds  don't 
-income.  There  are  three  Janus 
income  funds  to  choose  from: 

The  New  Janus  Short- 
Term  Bond  Fund  provides 
regular  income  through  short- 
and  intermediate-term  fixed 
income  investments. 


Janus  Flexible  Income  Fund  is 

our  flexible  current  income  producer 
investing  in  debt  securities  of  all 
maturities  and  qualities. 

Janus  Intermediate  Government 
Securities  Fund  gives  you  current 
income  with  low  credit  risk. 

Explore  the  opportunities.  With 
Janus  income  funds,  diversifying  your 
investments  is  easy.  Just  call  us  at 
1-800-525-8983,  Ext.  615,  or  return  the 
coupon  below  to  receive  a  prospec- 
tus with  more  complete  information. 
Either  way,  you  can  choose  the  Janus 
income  fund  with  the  most  prom- 
ising opportunities  for  meeting 
^  your  financial  goals. 


I 


JANUS  FUNDS 


P.O.  Box  173375,  Denver,  CO  80217-3375 

_  _   1-800-525-8983  EAt6 15 

YES  "  I  would  like  to  know  more  about  the  income  funds  offered  by  Janus!  Send  to: 

Please  read  the  prospectus  carefully  before  you  invest  or  send  money.  Janus  Funds 

Name   P.O.  Box  173375 

Address   Denver,  CO 

  802 1 7-3375 

City/State/Zip    1-800-525-8983 

Janus  Funds  cire  no-load  mutual  funds.  Ext.  615  bw 
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DIVERSIFY 
YOUR  RETIREMENT  ASSETS 
WITH  VANGUARD 


.  To  keep  your  retire- 
ment assets  on  course  in 
uncertain  markets,  you  should  con- 
sider the  best  way  to  drv'ersif\-  them. 
Vanguard  can  help  you  with  an 
exceptionally  broad  range  of  invest- 
ment choices. 

For  convenience,  you  may  decide 
on  a  single  investment  in  our  unique 
STAR  Fund  which  seeks  growth  of 
capital  and  income  through  a  bal- 
anced mix  of  nine  Vanguard  funds. 

Or  you  may  drv^ersif}'  your  assets 
by  creating  your  own  balanced  port- 
folio by  investing  in  Vanguard  stock, 
bond  and  money  mari<et  funds. 

In  either  case,  you  have  the 
assurance  that  Vanguard's  no^oad 
policy  and  low  operating  costs  mean 
more  of  your  money  worics  for  you. 

Regardless  of  whether  you're 
planning  to  transfer  your  retirement 
assets  from  another  institution,  "roll 
over"  a  distribution  from  an 


employee  sponsored  plan,  or  estab- 
hsh  your  first  IRA,  our  Investment 
Kit  contains  all  the  forms  you  need  to 
complete  the  transaction. 

Call  now  for  an  IRA  Informa- 
tion Kit,  including  our  free  booklet, 
"Flow  To  Be  Your  CKvn  Investment 
Manager." 

The  kit  contains  a  prospectus  with  more 
complete  information  on  advisorv'  fees,  distri- 
bution charges  and  other  expenses.  Please 
read  it  carefulK'  before  vou  invest  or  send 


Call 

l-800-742'6999 

24  Hours,  7  Days 
for  a  free 

IRA  Information  / 
Kit  and  this 
free  booklet. 

TH^^<?uajrdGROUP 


PLANT  A  TREE  WITH  DISTINGUISHED  ROOTS 

Imagine  ha\  ing  a  noble  red  maple  in  your  yard  descended  from  one  planted  ai 
George  W  ashington's  Mount  Vernon.  Or  the  offspring  of  a  tree  growing  beside 
Henn  David  Thoreau's  Walden  Pond. 

Now .  thirough  one  of  .America's  leading  conser\  ation  groups.  \  ou  can  enjoy  the 
shade  and  beauty  of  trees  authenticalls  associated  w  ith  some  of  .America's  most 
famous  historical  figures  and  sites. 

Seeds  from  trees  at  the  homes  of  .American  presidents.  in\  entors  and  literan  fig- 
ures, and  at  Re\  olutionar%  and  Ci\  il  W  ar  battlefields,  have  been  collected  and 
germinated  for  planting  at  .America's  Historic  Forest  and  in  Historic  Groves 
throughout  the  nation.  A  limited  number  of  these  trees  are  now  available  to  individ- 
uals, as  y.  ell. 

Each  Famous  &  Historic  Tree  comes  \\  ith  a  photodegradable  grow  ing  tube, 
planting  instructions  and  personalized  Certificate  of  .Authenticit\  describing  its  his- 
toric lineage.  Saplings  are  well-established,  averaging  27"  in  height,  and 
replacement  is  guaranteed  if  the\  fail  to  grow.  Individual  trees  are  priced  at  only 
S35  or  "ess.  plus  shipping. 

Famou>  &  Historic  Trees  is  a  project  of  .American  Forests,  the  nation's  oldest 
nonprofit  citizens'  conser\  ation  group.  More  than  one  third  of  each  dollar  from  the 
sale  of  these  trees  goes  to  support  Global  ReLeaf.  tree  planting  and  education  pro- 
jects and  to  presers  e  the  historic  homes  and  lands  from  which  the  seeds  came. 

T'/>  ^  dep.  write  Fam  us  &  Historic  Trees.  r^l4P^P\l 
P.O.  box  Km.  Jack>on\  ille.  Rorida.  32238-7040  LtL^D.  VL 

or  call  904-765-0727.  RE^LLU 

A  project  of  .American  Forests.  .America's  oldest  nonjjrofit  citizens'conserv  ation  organization. 


BONDS 


I  three  points  over  Treasuries;  liie  lowe 
I  rated  before  you  get  into  potential 
fault  territon,-.  B-,  delivers  a  sirei 
song  five-point  spread.  A  strengthen] 
,  economy  should  reduce  the  defa 
f  risk — always  a  consideration  with  1 
sorts  of  highly  indebted  companies  tl 
are  the  t^T^ical  junk  issuers.  Defaults 
1992  are  one-third  of  1990's  peak  of  S2 
billion.  After  a  near-collapse  of  the  m 
ket  in  1990,  junk  came  back  into  vog 
in  mid-1991  on  the  expectation  of  an  e 
nomic  recoverj*.  It  has  been  quite  a  rii 
i  According  to  First  Boston  Corp.,  to 
return  (interest  payments  and  pr: 
changes)  for  high-\ield  bonds  this  y( 
has  been  13.6^^,  vs.  4.6^^  for  10-y( 
Treasuries  and  2.9'^  for  the  Standard 
Poor's  500-stock  index. 

Although  junk  is  unlikely  to  top  its 
in  1993.  good  opportunities  abound,  a 
the  market  still  is  excited  about  the  Ix 
stuff.  Consider  Chrj-sler  Corp.,  rated 
B  — .  whose  financial  prospects  have  i 


A  stronger  economy 

should  reduce  some 

default  risk  from  junk 
♦ 

proved  with  the  successful  introducti 
of  a  new  line  of  cars.  On  Dec.  9,  it  cat 
to  the  bond  market  for  the  first  tii 
since  1990.  intending  to  sell  §250  mUli 
in  seven-year  notes.  Demand  was 
strong  that  the  issue  was  expanded 
S400  million.  In  fact,  many  money  m£ 
agers  expect  a  slew  of  promotions  f 
junk  credits  to  investment-grade  in  19i 
which  would  buoy  their  prices.  '"A  lot 
them  have  spent  their  time  pa\"ing  off 
lot  of  debt."  says  Oppenheinier's  Ste: 
metz.  "and  that  makes  them  look  pret 
good  for  upgrades.'' 

[  Asset-backed  securities  also  have  do 
w  ell  of  late.  They  are  paper  backed  1 
credit-card  receivables  and  other  loar 
The  fear  going  into  the  recession  w 
that  such  paper  would  suffer  as  consul 
ers  skipped  loan  pa\"ments.  That  prov( 
to  be  unfounded,  because  for  most 

i  sues,  revenue  was  more  than  sufficie 
to  senice  the  debt,  even  for  securiti 
issued  by  ailing  parents.  When  Mood\ 
Investors  Service  Inc.  downgrad* 
Sears,  Roebuck  &  Co.,  the  agency  le 

!  the  top  rating  intact  for  the  retaOei 
asset-backed  paper. 

I  The  real  hot  property'  in  the  fixed-i 
come  world  of  1993  should  be  municip 
bonds  (page  102).  If  CUnton  makes  go< 
on  his  campaign  promise  to  raise  incon 
tax  rates  for  the  wealthy,  it  would  pr 
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el  a  lot  of  iiivi'sUnt'iil  into  these  lax- 
xempt  securities.  The  muni  market  also 
hould  benefit  from  fewer  |)lanne(l  is- 
aes  in  1998,  which  would  nmstrain  su|h 
ly  and  bolster  prices. 
One  warnin^j:  Munis  default,  too.  P"'or- 
jnalely,  like  junk,  their  default  rate  is 
n  the  downswinji;.  Many  issuers  are 
ery  secure  and  unlikely  to  tank.  New 
ork's  Triborough  Bridj^e  &  Tunnel  Au- 
lority  (ratinji;:  A  +  )  recently  sold  six- 
ear  bonds  yielding  4.7'a.  That's  a  tax- 
ble  equivalent  of  6.8'v,  roughly  0.5 
oints  better  than  a  comparable  Trea- 
ury  security. 

Things  are  looking  up  for  mortgage- 
acked  securities,  as  well.  These  are 
cols  of  individual  mortgages  that  U.  S. 
gencies  such  as  the  Government  Na- 
onal  Mortgage  Assn.  guarantee  or  in- 
ure. Their  ().8-point  spread  over  Trea- 
uries  is  bettei-  than  that  of  corporates. 
.nother  alluring  difference  is  that  mort- 
age-backeds  are  less  risky  than  corpo- 
ates.  Their  big  vulnerability  is  that  the 
nderlying  mortgages  may  be  paid  off 
y  homeowners  gager  to  refinance  at 
)wer  rates.  When  that  happens,  inves- 
)rs  get  back  their  principal  sooner  than 
xpected.  But  1992  was  the  high-water 
lark  for  home  refinancings,  which 
leans  that  worry  is  over  for  mortgage- 
acked  securities. 

lAKlKG  SENSE.  Partly  to  deal  with  ])r-e- 
ayment  problems,  some  mortgage- 
ackeds  are  being  recast  into  exotic  for- 
lulations  called  collateralized  mortgage 
bligations  (CMOS) — the  higher  the  inter- 
st  rate,  the  higher  the  prepayment  risk, 
o-called  "companion"  cmos  offer 
preads  of  1.3  points  over  Treasuries.  On 
he  less  risky  end  of  the  spectrum, 
planned  amortization  class"  CMOs  deliv- 
r  a  more  pedestrian  O.fi-point  spread, 
'he  average  investor,  however,  is  likely 
0  have  a  great  deal  of  difficulty  deci- 
phering the  tantric  languages  of  CMos  to 
iscern  what's  most  appropriate.  Seek- 
ig  professional  advice  makes  sense. 

One  might  also  weigh  the  advice  of 
'olonius,  the  character  in  Hamlet  who 
</a.s  perhaps  the  most  financially  risk- 
.verse  thinker  of  his  day:  "Neither  a 
lorrower  nor  a  lender  be."  Today,  the 
nan  who  first  sloganeered  for  financial 
irudence  might  look  doubly  askance  at 
nyone  jumping  into  bonds.  This  market 
las  been  dreading  a  strong  burst  of  eco- 
lomic  growth — along  with  its  evil  twin, 
nflation — for  a  long  time.  And  in  the 
>ast,  recoveries  have  been  strong. 

The  prospect  of  an  economic  rebound, 
:ven  a  slow  one,  accompanied  by  rela- 
ively  low  interest  rates  and  low  infla- 
ion,  does  not  compute  for  many  long- 
ime  fixed-income  investors.  But  lots  of 
^ood  money  has  been  made  venturing 
nto  unconventional  territory.  The  new 
'ear  could  be  just  such  a  time. 

By  Larry  Light  in  New  York 


Turn  your 
excess  inventory 
into  a  subslanliai 

tax  break  and 
help  send  needy 
kids  to  college. 

Call  lt)r  your 
free  guide 

lo  learn  how  donating  you 
slow  moving  inventory 
can  mean  a  generous 
tax  write  off 
for  your  company. 

Call  708-690-0010 

Peter  Roskam 
Executive  Director 


What  are  we  going  to  do  with  your 
extra  robots,  Fenton  ? 


Maybe  a  small  college  football  team 
needs  a  new  front  line! 


P.O.  Box  3021.  Glen  Ellyn,  IL  60138 
FAX  (708)  690-0565 


Excess  inventory  today... 
student  opportunity  tomorrow 


HOW  TO 
CHOOSE  A  TAX-FREE 
PORTFOLIO 


STEP  1:  CONSIDER 
YIELD  POTENTIAL.  In  a 

bond  fund,  other  things  being  equal, 
lower  costs  mean  higher  yields.  The 
Vanguard  Municipal  Bond  Fund  has 
virtually  the  lowest  operating  costs 
in  the  industry:  023  of  1%*— with  no 
commissions,  no  fees.  Minimum 
investment:  $3,000. 

STEP  2:  CHOOSE  MATURITY  LEVEL. 

The  longer  the  average  maturity 
length  of  the  bonds,  the  higher  the 
market  volatility— and  potential 
returns. 

Vanguard  offers  you  two  short- 
term  portfolios  for  lowest  risk;  two 
intermediate-term  portfolios  for 
higher  yields  with  some  volatility; 
three  long-term  portfolios  for  high- 
est yield  potential. 

STEP  3:  CALL  1-800-621-3111  for 

our  free  Tax^ree  Investing  Kit. 

A  portion  of  income  may  be  subject  to  the 
Federal  alternative  minimum  tax. 
*Lipper  Directors'  Analytical  Data. 


Residents  of  CA,  NY,  NJ,  OH,  PA,  FL: 
Please  ask  about  our  State  Tax-Free  Funds. 

^^lease  send  me  the  free  Vanguard  ^ 
Tax-Free  Investing  Information  Kit. 

I  understand  it  contains  a  prospec- 
tus with  more  complete  information 
on  the  Vanguard  Municipal  Bond 
Fund,  including  advisory  fees,  distri- 
bution charges  and  other  expenses. 
I  will  read  it  carefully  before  I  invest 
or  send  money 

Vanguard  Municipal  Bond  Fund 

EO.  Box  2800 
Valley  Forge,  Pennsylvania  19482 


Name. 


Address- 
City  


State. 

(95) 


-Zip. 
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MUNICIPAL  BONDS 


A  YEAR  FOR 
MUNI  HAPPY  RETURNS 


The  taxrnan  cometh,  and  municipal  bonds  should  thrive 


It  looks  as  if  it  could  be  a  red-letter 
year  for  municipal  bonds.  Probable 
tax  hikes,  lots  of  redemptions,  and  a 
falloff  in  new-issue  volume  should  com- 
bine to  give  tax-exempt  investors  excep- 
tional returns,  according  to  industry  ex- 
perts. One  possible  factor  that  could 
spoil  the  party:  rising  interest  rates 
spurred  by  a  strong  economic  recovery, 
which  could  erode  muni  values. 

The  positive  factors, 
though,  predominate.  Under 
the  incoming  Clinton  Adminis- 
tration, the  top  federal  in- 
come-tax rate  could  rise  to 
36%.  That  could  cause  tax-bit- 
ten investors  to  jump  into  the 
market.  The  Municipal  Bond 
Index,  published  by  The  Bond 
Buyer,  a  trade  publication, 
shows  a  current  yield  of 
6.42'/^  which  is  equivalent  to  a 
taxable  yield  of  9.3''^  using  a 
'il7<  federal  tax  rate.  If  the 
rate  was  hiked  to  36'/',  an  in- 
vestor would  have  to  find  a 
taxable  bond  yielding  W/>  to 
get  the  same  aftertax  income. 

Also  helping  the  market 
will  be  a  wave  of  redemptions 
of  old,  high-yielding  munis.  Bruce  White- 
ford,  head  of  fixed-income  management 
at  Chase  Manhattan  Corp.'s  private 
bank,  expects  $48  billion  in  municipals  to 
be  redeemed.  One-fourth  of  that  will 
come  in  January  alone,  he  says.  The  re- 
sult: lots  of  investors  with  cash  to  de- 
ploy in  the  tax-exempt  market.  "For 
1993,  demand  will  be  strong,  and  munici- 
pals will  absolutely  be  a  good  invest- 
ment," says  Paula  Tate,  a  portfolio  man- 
ager at  Neuberger  &  Berman.  "There's 
this  insatiable  demand." 
FEWER  NEW  ISSUES.  Investors  will  have 
to  step  lively,  though.  New-issue  volume 
promises  to  be  far  below  that  of  1992. 
Local  governments  have  been  rushing  to 
refinance  high-cost  debt  issued  in  the 
1980s,  which  has  pushed  new-issue  vol- 
ume this  year  to  $233  billion — well  above 
199rs  $171  billion,  according  to  the  Pub- 
lic Securities  Assn.  But  most  of  the  refi- 
nancing is  completed,  says  Andy  Nybo, 
research  analyst  at  the  association.  He 
sees  $.50  billion  in  refunding  in  1993  vs. 
$95  billion  in  1992.  Scarcer  supply  typi- 
cally translates  into  higher  prices. 


So  where  in  all  this  bullishness  should 
investors  aim  their  sights?  Stick  to  medi- 
um- and  long-term  issues,  say  the  pros. 
Joe  Deane,  managing  director  of  Shear- 
son  Lehman  Advisors,  says  that  inves- 
tors who  buy  seven-year  and  longer 
term  securities  will  get  a  nice  pickup  in 
yield,  since  the  difference  between  short 
and  long  Treasury  yields  is  currently  so 
large.  Ten-year  yields  are  now  2.5  per- 


centage points  higher  than  on  money- 
market  securities. 

At  current  rates,  it  doesn't  pay  to 
move  down  on  quality.  Investors  pick  up 
less  than  in  yield  by  opting  for  a 
relatively  risky  BBB-rated  bond  instead 
of  a  AAA  security.  "What  a  marvelous 
time  to  upgrade  portfolios!"  says  James 
A.  Lebenthal,  chairman  of  municipal- 
bond  dealer  Lebenthal  &  Co.  "The  value 
is  not  in  going  slumming.  Triple-A  in- 
sured bonds  are  really  on  sale." 

One  area  of  muni 
risk  getting  increased 
attention  involves  cer- 
tificates of  jjarticipa- 
tion  (cops),  munis 
backed  by  lease  pay- 
ments from  such  facili- 
ties as  water  systems. 
The  risk  is  that  local 
voters  can  cancel  the 
lease  payments,  a 
move  that  is  being 
considered  in  Brevard 
County,  Fla.  Holders 
of  COPs  that  are  in- 


102  BUSINESS  WEEK/DECEMBER  28,  1992 


FEWER  ISSUES 
FOR  HUNGRY  BUYERS 


250-T 


200- 


150- 


100- 


"OIUME  OF  NEW 

LONG-TERM, 
TAX-EXEMPT  ISSUES 


0-' 

■90 

A  BILLIONS  OF  DOLURS 

DATA:  PUBLIC  SECURITIES  ASSN  ,  SHEARSON  LEHMAN 
BROTHERS,  CHASE  MANHATUN  CORP,  BW 


sured  would  be  unhurt  by  such  a  turn 
events.  But  if  voters  were  to  nix  p; 
ments  on  leases  backing  uninsured  CO 
the  owners  of  those  coPs  could  be  stui 
Uninsured  COPs  "are  in  the  process 
getting  a  black  eye,"  says  Russ  Eras 
CEO  of  Fitch  Investors  Service. 

In  choosing  among  the  various  t; 
exempt  issues,  lots  of  portfolio  man; 
ers  are  looking  east  and  north.  Shears 
Lehman's  Deane  likes  Ni 
York  City  bonds  so  much  tl 
he  bought  $140  million 
them  for  the  funds  he  m; 
ages.  He  also  likes  securit 
from  the  state  of  Massacl 
setts  and  its  towns,  becai 
he  has  confidence  in  Goverr 
William  Weld's  ability  to 
pair  the  battered  state  ecoi 
my.  Howard  D.  Sitzer,  dir 
tor  of  municipal-bo 
research  at  Greenwich  Pa 
ners  Inc.,  is  less  sanguine 
the  outlook  for  major  cit 
such  as  New  York,  Philad 
phia,  and  Detroit.  But  expei 
agree  buyers  ought  to 
choosy  about  California  se< 
rities,  since  that  state  is  in  t 
throes  of  the  recession. 

Mixing  caution  with  enthusiasm  m 
be  a  good  way  to  approach  the  wh( 
muni  market.  For  one,  the  market  li 
already  had  quite  a  run  since  Electi 
Day.  Prices  are  up  60  to  70  basis  poin 
And  muni  prices  could  fall  if  inten 
rates  rise,  a  possibility  if  the  econoi 
picks  up  steam.  Moreover,  Preside 
elect  Clinton  wants  to  rebuild  Americi 
infrastructure.  If  local  governments  2 
then  forced  to  issue  new  bonds  to  ra; 

their  share  of  the 
nancing,  a  fresh  si 
ply  of  municipals  coi 
hit  the  market,  c 
pressing  prices. 

But  the  warning  s 
nals  are  outweigh 
by  good  news.  Expei 
agree  that  1993  oug 
to  be  a  year  to  ma 
even  hardened  muni 
pal-bond  investo 
smile. 

By  Kclleij  Holhmd 
New  York 
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The  new  HP  DeskJet  550C. 


$ 


1,099. 


I  ]'M2  Upwlett-I  Vkard  Company  PP;  12214 

•SuggesUHi  i;.,S  list  prici-  tin  Canada  call  1.8(K)-387-38(i7,  Exl  7109. 


Great  things  happen  when  you  have 
a  DeskJet  55()C  printer  from  Hewlett- 
Packard.  Because  it's  never  been  so 
easy  to  print  high-quality  black  and 
white.  And  brilliant  color 

The  DeskJet  550C  prints  true  black 
at  300  dots  per  inch.  Clean,  crisp  and 
sharp,  for  the  kind  of  professional 
print  quality  you  expect  from  HR 

For  added  impact,  the  DeskJet  550C 
mjikes  it  easy  to  add  color  to  your 
work.  The  black  and  color  cartridges 
are  built  in  and  work  together  Giving 
you  access  to  millions  of  stunning 
colors. 

You  can  get  an  HP  DeskJet  550C,  or 
a  DeskWriter  550C  for  the  Macintosh, 
tor  a  suggested  list  price  of  just 
$ 1 ,099.*  So  if  you  're  looking  for  an 
affordable  way  to  make  a  powerful 
impression,  get  a  DeskJet  550G  printer 
Then  see  what  happens. 

For  another  cost-effective  way  to  get 
great-looking  black  and  white  and 
color,  the  HP  DeskJet  500C  and  the 
1  )eskWriter  C  are  now  available  for  a 
low  price  of  just  $779.* 

Call  1-800-552-8500,  Ext.  7109  for 
the  name  of  the  authorized  HP  dealer 
nearest  yout  To  receive  mformation 
by  fax  caU  1-800-333-1917,  choose 
HP  FIRST,  document  *9605 


DeskJet  Printers 
Make  it  happen.  i 


WAffi  HEWLETT 
mLcM  PACKARD 
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FOR  BETTER  AND  WORSE,  PRICES 
ARE  WED  TO  CLINTON'S  POLICIES 

Copper  will  probably  benefit,  but  pork  bellies  and  oil  may  trend  down 


The  two  key  words  in  the  commod- 
ity pits  in'  1993  could  well  be  Bill 
Clinton. 

From  wheat  to  oil  to  lumber,  Clinton's 
economic,  trade,  and  environmental  poli- 
cies will  boost  some  commodities  prices 
and  depress  others.  If  Clintononiics  suc- 
ceeds and  the  economy  re- 
covers robustly,  key  indus- 
trial commodities  such  as 
copper  will  do  better.  And 
if  Clinton  enacts  the  North 
American  Free  Trade 
Agreement  (N.\?TA),  meat 
prices  could  get  a  boost. 

Energy  prices,  however, 
stand  to  lose  since  Clin- 
ton's clean-air  proposals 
could  dampen  the  weak  en- 
ergy markets.  In  the 
wheat  and  soybean  mar- 
kets, the  Clinton  effect  is 
decidedly  mixed.  The  Pres- 
ident-elect is  inclined  to  ex- 
pand trade  ties  to  the  for- 
mer Soviet  Union  by 
making  more  credit  avail- 
able, which  would  boost 
basic  farm  prices.  At  the 
same  time,  he  may  reduce 
trade  with  China,  which 
would  depress  prices. 

UNFAVORED  CHINA?  Clin 
ton's  moves  may  get  the 
closest  scrutiny  in  the 
grain  sector,  where  his 
policies  on  trade  credits 
could  have  the  most  dra- 
matic effect.  If  Clinton 
carries  through  on  his 
tough-talk  campaign  rheto- 
ric about  revoking  China's 
most-favored-nation  sta- 
tus, U.  S.  farmers  could 
lose  large  parts  of  the  Chinese  market. 
And  if  he  doesn't  ease  credit  terms  on 
the  Commonwealth  of  Independent 
States — which  failed  to  make  interest 
payments  on  a  U.  S.  loan  last  Novem- 
ber— Moscow  may  find  it  hard  to  attract 
new  export  guarantees,  and  that  would 
reduce  demand  for  U.  S.  grain.  If  the 
U.  S.  extends  trade  credits,  wheat  prices 
could  rise  above  the  current  $3.70  a 
bushel,  with  corn  trading  about  $2.10  a 
bushel  and  beans  around  $5.25  a  bushel. 
In  the  energy  sector,  traders  will 


closely  monitor  the  debate  over  a  possi- 
ble Clinton  carbon  tax,  which  would  in- 
clude a  levy  on  imported  petroleum  and 
might  serve  to  boost  some  domestic  pro- 
duction. Barring  quick  implementation, 
prices  in  energy  should  remain  subdued. 
Despite  an  improvement  in  the  U.  S. 


WILL  CLINTON  GIVE  COMMODITY  PRICES  A  BOOST? 


PRICE  OF  MARCH,  1993,  FUTURES  CONTRACT 
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economy,  European  and  Japanese  de- 
mand remains  weak.  While  crude  oil  and 
gasoline  prices  could  trend  lower,  heat- 
ing oil  prices  could  rise  because  of  sup- 
ply shortages  in  the  Northeast. 

Copper  and  lumber  will  be  sensitive  to 
any  Clinton  tinkering  with  the  economy. 
Both  appear  poised  for  a  healthy  run. 
Lumber,  already  at  near-record  prices, 
will  continue  to  climb  as  builders  and 
dealers  increase  their  inventories  in 
preparation  for  an  expected  jump  in 
housing  starts.  Copper  prices  have  fallen 


nearly  16%  since  August  as  new  produ 
tion  has  come  on  line.  But  prices  shou 
climb  above  $1  per  pound  in  1993's  se 
ond  half  in  anticipation  of  tighter  su 
plies,  according  to  PaineWebber  Inc.  a 
alyst  Frederick  R.  Demler. 
The  Clinton  effect  could  be  felt 
meat  trading  if  NAFl 
passes  intact.  Prices  cou 
rise  as  ranchers  bui 
herds  in  anticipation  of 
strong  Mexican  deman 
Even  without  NAFTA,  \b 
cattle  prices  could  climb 
some  fSct  per  pound.  "19! 
was  marked  by  an  i 
creased  demand  for  poi 
and  beef  at  the  retail  le 
el,"  says  A.  G.  Edwards 
Co.  analyst  Dan  ] 
Vaught.  "One  of  the  que 
tions  for  1993  is  wheth* 
that  demand  will  hold." 

Some  traders  expei 
pork  prices  to  hea 
down — perhaps  below  3( 
a  pound  in  March — if  d 
mand  doesn't  grow.  Bo1 
pork  and  beef  prices  cou 
be  hurt  if  cheap  gra 
gives  ranchers  an  ince 
five  to  raise  large  herds. 
COFFEE  PERKS.  Other  cor 
modities  sliould  perfor: 
well  regardless  of  tl 
change  in  Washingtoi 
Take  cotton.  Prices  ha\ 
risen  more  than  15%  sine 
the  news  that  the  Chines 
crop  could  be  more  tha 
257'  below  expectations, 
large  export  sales  contini 
and  a  recovery  boosts  d' 
mestic  demand,  cotto 
prices  should  keep  climbing  above  60$ 
pound.  Coffee  has  gained  more  than  60 
since  its  year-ago  lows  and  could  rise  1 
$1  a  pound  if  Brazil  and  Colombia  kee 
exports  down.  And  orange  juice  pric( 
will  keep  sliding  because  of  large  crof 
in  Floricia  and  Brazil. 

In  normal  years,  traders  check  weatl 
er  charts  and  price  movements  befoi 
making  a  move.  If  they're  to  prosper  i 
1993,  they'll  have  to  check  the  latest  di 
patches  from  Washington  first. 

By  David  Greising  in  Chicac, 
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lOOK  TO  THE  EUROPEAN  BANK 
THAT'S  LOOKING  lONG-TERM  IN  AMERICA. 

After  twenty  years  in  the  U.S.,  we've  grown  to  be  one 
of  the  largest  foreign  banks,  with  a  reputation  for  excellence, 
and  one  of  the  most  often  chosen  as  agent  or  co-agent. 

More  than  a  demonstration  of  our  technical  skills, 
we  believe  it  shows  our  willingness  to  build  strong  ties. 
To  us,  successful  deals  are  the  result  of  successful  partnerships. 
The  relationships  we've  formed  with  major  U.S.  corporations 
and  businesses  prove  it.  We'd  like  to  prove  it  to  you. 

THE  EUROPEAN  BANK  FOR  AMERICAN  BUSINESS 


CL 


CREDIT  LYONIMAIS 

NEW  YORK  •  CHICAGO  •  LOS  ANGELES  •  HOUSTON  •  SAN  FRANCISCO  •  ATLANTA  •  MIAMI  •  DALLAS  •  BOSTON 
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CURRENCIES 


PROFITS  APLENTY— IF  YOU 
DON'T  MIND  A  HAIR-RAISING  RIDE 


Turmoil  in  the  foreign  exchange  markets  is  creating  a  chance  for  the  nimble  to  reap  rich  rewards 


You  don't  have  to  tell 
Sherry  Lode  that  the  for- 
eign exchange  market  of- 
fers thrills,  chills,  and  plenty  of 
chances  to  make  a  buck.  Despite 
the  European  Monetary  Sys- 
tem's implosion  and  the  dollar's 
wild  ride  from  record  lows  to 
six-month  highs,  Lode's  foreign- 
exchange  investors  still  earned 
more  than  on  their  money 
in  1992.  "We  made  huge  profits 
on  the  yen,"  smiles  Lode,  execu- 
tive vice-president  of  Colorado 
Commodities  Management  Corp. 
Right  now,  Lode  is  selling  the 
British  pound  short,  in  hopes 
that  its  value  will  fall  against 
the  dollar.  "Our  policy  is:  'Just 
trade,'  "  she  says. 

After  watching  the  turmoil  on 
the  SI  trillion-a-day  foreign  ex- 
change market,  many  investors 
are  being  tempted  to  do  just 
that.  With  the  dollar  expected  to 
climb  a  further  10''  to  15'' 
against  foreign  currencies  as  yields 
abroad  fall  during  1993,  interest  in  the 
global  money  market  is  likely  to  keep 
growing.  But  this  market  is  hardly  the 
oneway  street  it  was  in  the  1980s  after 
the  U.  S.  and  its  industrial  allies  caused 
the  dollar  to  be  devalued  and  sent  for- 
eign  currencies   soaring.   \'olatility  is 
rampant,  and  it's  now  common  to  see 
the  dollar  move  up  or  down  as  much  as 
10' '  in  a  siiigle  week. 
AVOID  CARNAGE.  Such  rapid  swings  can 
earn  big  profits  for  nimble  traders.  But 
they  can  trap  big-time  pros  as  well  as 
individuals.  For  example,  the  Van  Eck 
World  Income  Fund,  one  of  the  best  per- 
formers among  global-yield  funds  in  the 
first  eight  months  of  1992,  turned  into  a 
loser  when  managers  failed  to  anticipate 
the  greenback's  October  recovery. 
"We've  never  had  to  lower  our  dividend 
since  UteS,"  •  laments  Klaus  Buescher, 
managing  director  of  \'an  Eck  Asso- 
ciates. "W"'re  pretty  close  to  having  to 
do  so  now.  ' 

Still,  if  you're  willing  to  put  up  with 
surprises,  global  money  markets  offer 
several  interesting  investment  vehicles. 
Despite  currency  risks,  foreign  bond 
markets  still  offer  ways  to  obtain  high 
interest  income  now  and  capital  gains 


later  if  yields  decline.  Ten-year  German 
government  bonds  now  \ield  7.3''s  vs. 
6.8%  for  comparable  U.  S.  Treasuries. 
And  "Germany's  economy  is  falling  off 
quite  fast,"  observes  Michael  Bullock, 
chief  investment  officer  of  London's 
Morgan  Grenfell  &  Co.  "It's  only  a  ques- 
tion of  time  before  interest  rates  fall." 

Rather  than  go  directly  to  the  curren- 
cy pits  and  bond  markets,  many  inves- 
tors  favor  professionally  managed 


THE  DOLLAR  BOUNCES  BACK 
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funds.  Global  bond  funds,  f< 
example,  scour  the  world  for  tl 
highest  yields.  And  unlike  Va 
/  Eck  World  Income,  many  othei 

have  continued  to  avoid  curre: 
cy-marffet  carnage.  The  B.] 
Global  Income  Fund,  a  U.  £ 
based  fund  managed  by  Swi 
zerland's  Bank  Julius  Baer.  f( 
instance,  saw  its  shares  clirr 
by  more  than  4''  in  1992,  despii 
the  dollar's  surge.  While  Baer 
U.  S.  investment  chief,  Patric 
J.  Moriarty,  is  buying  Dutc 
and  French  bonds,  half  of  h 
S34  million  fund  is  now  invest* 
in  the  U.  S.,  Canada,  and  Au 
tralia,  where  10-year  bonds  st 
\ield  around  9''. 
STUNNING  RETURNS.  Currenc 
funds  may  appeal  to  those  wil 
even  more  appetite  for  adve 
tare.  Structured  as  limited  par 
nerships  and  offered  by  mar 
stockbrokers  and  internation; 
banks,  these  funds  invest  pi 
marily  in  foreign  exchange  and  currenc 
futures  and  options.  Many  charge  hig 
management  fees,  sometimes  approach 
ing  7/f  of  a  fund's  assets.  Nonetheles 
some  have  turned  in  stunning  return 
Since  its  launch  last  March,  the  Shea 
son  Lehman  Brothers  International  A^ 
visors  Currency  Fund  LP  has  climbe 
18'^.  It  tries  to  guard  against  losses  ; 
any  one  market  by  parceling  its  S21  m: 
lion  in  assets  among  four  highly  regan 
ed  managers. 

So-called  managed  accounts,  such  i 
those  provided  by  Colorado  Commoditit 
and  others,  often  appeal  to  the  highes 
risk  currency  investor.  These  accouni 
are  offered  through  banks,  brokers,  an 
individual  inanagers.  But  unlike  fund 
managed  accounts  provide  strategic 
that  big  investors  use  to  trade  directly  i 
futures,  options,  and  currency  market 
Colorado,  for  example,  relies  on  a  con 
puter-driven  model  that  tries  to  spe 
trends  in  the  pound,  yen,  and  Frenc 
and  Swiss  francs.  Says  Lode:  "The  ma 
ket  tells  us  what  to  do  next."  Given  tY 
recent  turmoil,  what  the  market  is  sa; 
ing  isn't  always  clear.  But  that  hasn 
deterred  a  growing  number  of  investoi 
from  trying  to  figure  it  out. 

By  William  Glasgall  in  Xew  Yo? 
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ARE  YOU  GETTING 
THE  MOST  FOR  YOUR  IRA? 


Find  out  how  you  can  get  higher  returns 
on  your  IRA* 


$40,000 
35,000 
30,000 
25,000 
20,000 
15,000 
10,000 


GROWTH 

$36,728 


SAFETY 
$22,962 


T.  Rowe  Price  no-load  funds  offer  higher  performance  over  the  long  term.  With  interest 

rates  at  their  lowest  levels  in  decades,  hank  money  market  accounts  and  CDs  are  paying 
half  of  what  they  paid  just  two  years  ago.  Investors  who  continue  to  keep  their  IRA  money 
in  banks  could  be  shortchanging  themselves  of  a  comfortable  retirement. 

You  could  earn  more  by  investing  for  income 
or  growth.  As  the  bar  chart  shows,  a  $10,000  IRA 
invested  for  growth  would  have  been  worth,  on 
average,  $36,728  in  10  years  —  almost  60%  more 
than  from  a  "safety"  investment  such  as  bank 
accounts  or  CDs.  Of  course,  income  and  growth 
investments  can  be  riskier  in  the  short  term,  but 
over  time  their  higher  total  returns  have  proven 
to  offset  the  additional  risk. 

If  you're  interested  in  the  higher  long-term 
return  potential  of  income  or  growth  funds,  consider  transferring  your  IRA  to  one  of  our 
Funds  described  below. 

Our  free  transfer  service  makes  IRA  investing  easy.  If  you  want  to  start  getting  more  for 

your  retirement,  you  can  easily  transfer  an  existing  IRA  to  T.  Rowe  Price.  Once  you  fill  out 
the  form,  we'll  contact  your  current  IRA  custodian  and  take  care  of  all  the  paperwork  for 
you — with  absolutely  no  transfer  charges.  There  is  a  $1,000  IRA  minimum  per  fund.  And 
there  are  no  sales  charges  —  every  fund  is  100%  no  load. 

Income  or  growth  funds  to  make  the  most  of  your  IRA 


Adjustable  Rate  U.S. 
Government  Fund 

Invests  in  adjustable 
rate  mortgage  securities 
(ARMs),  backed  by  the 
U.S.  Government  or  its 
agencies  for  the  timely 
payment  of  principal  and 
interest.*' 


GNMA  Fund 

Invests  in  Ginnie  Mae 
fixed-rate  mortgage  secu- 
rities backed  by  the  full 
faith  and  credit  of 
the  U.S.  Treasury  for 
the  timely  payment  of 
principal  and  interest.** 


Equity  Income  Fund 

Invests  in  dividend-paymg 
stocks  of  established 
companies.  Historically 
a  high  level  of  dividend 
income  has  helped 
stabilize  a  stock's  total 
return  in  both  up  and 
down  markets. 


International 
Stock  Fund 

Invests  in  stocks  of  estab- 
lished foreign  companies. 
This  Fund's  10-year  record 
places  it  among  the  best- 
performing  foreign  stock 
funds.' 


Call  24  hours  for  your  free 
IRA  Planning  Kit  and  Investment  Guide 

1-800-541-5861 


Invest  With  Confidence 


TRoweftice 


I  RAO  16840 


*Expected  average  ending  balance  for  a  $10,000  IRA  investment,  based  on  the  average  total  return  of  the  11  ten-year  holding  periods  between 
1972-1991.  Figures  include  changes  in  principal  value  and  reinvested  dividends.  Asset  classes  are  represented  by  the  following:  safety — 90-day 
T-bills,  whose  average  annual  total  return  was  8.67%;  income  —  the  Lehman  Bros,  bond  index,  whose  average  annual  total  return  was  10.45%;  and 
growth  —  the  S&P  500,  whose  average  annual  total  return  was  13.89%.  These  figures  should  not  be  considered  representative  of  an  investment  in 
any  T.  Rowe  Price  fund.  Past  performance  does  not  guarantee  future  results.  **The  market  value  of  the  Fund's  shares  is  not  guaranteed  by  the  U.S. 
Government,  and  Fund  yields  and  share  prices  will  vary  as  interest  rates  change.  'According  to  Lipper  Analytical  Services,  Inc.,  which  ranked  the 
International  Stock  Fund  #2  of  9,  #5  of  35,  and  #28  of  78  international  equity  funds  for  the  10-,  5-,  and  1-year  periods  ended  9/30/92.  Unlike  CDs 
and  bank  accounts,  our  funds  are  not  insured  or  guaranteed.  Request  a  prospectus  with  more  complete  information,  including  management  fees 
and  other  charges  and  expenses.  Read  it  carefully  before  you  invest  or  send  money. 
T.  Rowe  Price  Investment  Services.  Inc.,  Distributor,  100  E,  Pratt  Street,  Baltimore.  MD  21202. 


INCHING  DOWN  THE  PATH 
TO  RECOVERY 


Finally,  real  estate  gets  some  good  news — mainly  in  home  investment  and  commercial  REITs 


Real  estate,  long  mired  hip-deep  in 
woe,  is  now  only  knee-deep.  And 
that  means  long-suffering  inves- 
tors can  actually  look  forward  to  making 
money  from  bricks  and  mortar.  Maybe 
not  a  lot  and  maybe  not  right  away — but 
hey,  it's  a  start  (charts).  Home  buying, 
propelled  by  low  mortgage  rates  and  im- 
proved consumer  confidence,  is  inching 
back  to  prerecession  levels.  Home  prices, 
soft  for  several  years,  are  slowly  climb- 
ing in  many  areas,  and  some  people  are 
finding  they  can  actually  sell  their 
homes  for  more  than  what  they  paid. 
Commercial  buildings,  absurdly  over- 
produced in  the  anything-goes  1980s,  re- 
main in  bad  shape,  though  in  some  areas 
they  are  showing  modest  improvement. 
And  securitized  property,  in  the  form  of 
real  estate  investment  trusts,  continues 
to  do  well  because  many  REITs  cherry- 
pick  the  healthiest  holdings  to  own. 

The  sunniest  news  on  mortgage  inter- 
est rates  is  behind  us:  Rates  are  now 
creeping  up  moderately.  For  a  30-year 
conventional  loan,  the  low  point  national- 
ly was  September's  7.9%.  Nowadays,  the 


rate  is  around  8.4'/''.  With  economic  re- 
covery finally  kicking  in,  mortgage  rates 
should  bump  up  a  tad  more  by  the  end 
of  199:1  Expected  low  inflation,  however, 
should  keep  them  below  9%.  When  you 
consider  that  rates  were  almost  lO'X  in 
1989,  the  year  before  the  recession  took 
hold,  that's  not  bad. 

Unfortunately,  the  great  opportunity 
to  refinance  mortgages  has  passed.  Yet 
for  those  unable  to  shed  old  high-rate 
debt  in  1992 — and  who  can  now  scrape 
together  the  money  to  pay  the  fees, 
lender's  points,  and  other  costs — rates  in 
1993  should  remain  low  enough  to  make 
the  exercise  worthwhile.  The  key  bench- 
mark is  whether  going  rates  are  at  least 


Away  from  the  coasts, 

some  houses  even 

have  multiple  bidders 
♦ 


two  percentage  points  below  what  t 
owner  currently  is  paying. 

Home  sales,  which  fell  into  the  tank 
1990  and  1991,  enjoyed  a  muted  rally 
1992.  And  1993  should  be  better  st 
The  National  Association  of  Realtc 
projects  that  sales  should  hit  $3.5  billic 
topping  even  1989's  decent  showing 
$3.4  billion.  "We  have  a  lot  of  pent- 
demand  from  people  who  were  afraid 
buy  during  the  recession,"  says  Dall 
broker  C.  Michael  Brodie,  head  of  t 
n.'\r's  Residential  Sales  Council.  Tha 
an  obvious  relief  for  sellers.  In  rece 
years,  there  have  been  horror  stori 
aplenty  of  houses  that  languished  unsc 
for  months  and  months. 
WASTELAND.  Nevertheless,  buyers  ne 
not  worry.  No  sudden  surges  in  pric 
are  at  hand,  which  would  make  affoi 
ing  a  purchase  difficult.  Earlier  in  t 
recession,  inflation  actually  beat  hor 
prices — an  almost  unheard-of  ever 
Lately,  while  home  appreciation  h 
come  back  into  its  own,  the  increase  h 
been  relatively  small.  According  to 
survey  by  Harvard  University's  Joi 
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enter  for  Housinji;  Studies,  homeowner- 
lip  costs  are  at  their  lowest  levels  in 
)  years. 

This  is  not  to  say  that  buyers  are  be- 
ig  confronted  with  bargains  galore.  In 
le  country's  midsection,  where  home 
rices  didn't  go  crazy  during  the  past 
ecade,  moderate  price  appreciation  is 
aw  the  norm.  Some  houses  even  have 
lultiple  bidders.  Consider  Frank  and 
orraine  Scandale  of  Denver,  a  couple 
<pecting  their  first  baby,  who  wanted 
)  move  from  an  apartment  to  a  single- 
imily  home.  This  year,  the  Denver  mar- 
et  overall  has  climbed  257^  because  of  a 
erky  local  economy  that  has  rebounded 
•om  its  nadir  in  the  mid-1980s,  when  the 
il-and-gas  industry  collapsed.  The  Scan- 
ales  originally  wanted  a  four-bedroom 
ome  with  a  family  room  on  a  big  lot 
ut  had  to  settle  for  a  three-bedroom 
ungalow  with  a  small  yard.  And  they 
'ere  forced  into  a  bidding  war  to  land 
lat.  Says  Frank  Scandale:  "We  had  to 
Dmpromise." 

On  the  coasts,  though,  housing  re- 
lains  a  wasteland  for  sellers.  "Sales  in 
California  are  very,  very,  very  depressed 
nd  will  be  for  a  while,"  says  Leonard 
liller,  chairman  of  Lennar  Corp.,  a  Mi- 
mi-based  homebuilder  with  nationwide 
perations.  Home  values  are  falling  by 
le  month  in  the  Golden  State,  and  in 
le  Northeast  as  well.  In  the  Philadel- 
hia  region,  for  instance,  the  median 
ales  price  slumped  9%  this  year.  That's 
artly  because  prices  spiraled  out  of 
ight  during  the  boom  times  and  must 
djust  to  reality.  Also,  the  recession  hit 
he  Northeast  and  California  hardest 
nd  will  linger  there  longest. 

For  investors,  the  grim  picture  in  com- 
lercial  real  estate  has  some  regional 
right  spots.  No  one  expects  the  vacan- 
y  rates  in  Boston  (177),  Manhattan 
187"),  or  Los  Angeles  {197()  to  come 
own  any  time  before  1996  or  1997.  In 
Vashington,  D.  C.  (127  ),  on  the  other 
and,  a  solid,  government-employment- 
lased  economy  should  bring  back  the 
;ood  old  days  in  a  year  or  two.  Also, 
Dok  for  improvements  in  Houston  (187), 
s'hich,  like  elsewhere  in  the  Southwest, 
;ot  creamed  early  from  the  oil  bust. 
Houston  has  had  no  new  building  in 
even  or  eight  years,"  says  Arthur  J. 
ilirante  II,  president  of  Cushman  & 
Vakefield  Inc.,  the  commercial  property 
)rokers.  "When  employment  picks  up, 
hey'll  be  able  to  absorb  the  vacant 
pace  easier." 

The  outlook  is  better  for  industrial 
.pace,  which  hasn't  suffered  as  much  as 
)ffices  from  overcapacity.  Industrial  va- 
tancies  jumped  from  6.47  nationally  in 
ate  1989  to  97  by  mid-1992,  according  to 
:b  Commercial  Real  Estate  Group  Inc. 
But  as  of  Sept.  30,  they  had  dropped  to 
5.67',  a  good  sign.  Retail  space  is  also 
mproving  with  economic  recovery,  with 


the  largest  problems  lingering  in  strip 
shopping  centers  that  aren't  anchored  by 
supermarkets.  Without  these  magnets, 
the  small  merchants  are  suffering  at  the 
hands  of  giants  such  as  Wal-Mart  Stores 
Inc.  and  Home  Depot  Inc. 
SURVIVORS.  For  individual  investors,  the 
best  way  to  play  the  commercial  real 
estate  market  has  long  been  to  join  a 
pool  of  others.  The  popular  vehicle  for 
doing  this  in  the  1980s  was  the  real  es- 
tate limited  partnership,  which  had  the 
added  benefit  of  major  tax  breaks.  After 
the  1986  tax  reform,  this  tax  advantage 
vanished — along  with  a  lot  of  RELPs.  For 
investors  in  still-surviving  RELPs  who 
have  had  trouble  sell- 
ing off  their  units,  re- 
lief is  in  sight.  The  Se- 
curities &  Exchange 
Commission  recently 
began  allowing  securi- 
ties brokerages  that 
head  RELPs  to  act  as 
middlemen  for  limited 
partners  who  want  to 
shed  their  holdings. 

A  much  more  ap- 
pealing method  of 
pool-investing  is  the 
REIT,  whose  shares 
trade  on  stock  ex- 
changes. Investors  in 
RELPS,  the  quintessen- 
tial tax  dodge,  often 
didn't  care  whether 
the  buildings  they 
owned  made  money  or 
not.  That's  not  the 
case  with  REITs,  which 
are  fully  taxed.  The 
buildings  and  mort- 
gages they  hold  de- 
pend on  delivering  tidy 
earnings.  With  yields 
ranging  from  67  to  87 
yearly,  they  have  prov- 
en quite  attractive  to 
people  fed  up  with  the 
measly  37  from  certif- 
icates of  deposit.  No 
wonder  REIT  stock 
prices  have  soared  in 
the  past  two  years, 
topping  the  Standard 
&  Poor's  .^OO-stock  in- 
dex' performance. 

The  best-performing 
REITS  tend  to  be  those 
that  concentrate  in 
one  area.  Health-care 
trusts,  for  example, 
have  done  very  well  because  of  the  na- 
tion's increasing  number  of  older  people. 
Ditto  for  apartment  REITs  in  areas  of 
the  country  that  are  growing,  such  as 
the  Southeast.  "The  only  sick  man  is 
downtown  office  buildings,"  says  Barry 
Greenfield,  a  vice-president  at  Fidelity 
Investments. 


MORTGAGE  RATES 
STAY  ATTRACTIVE... 
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Shopping  centers  have  proved  a  pro- 
ductive REIT  specialization.  Federal  Real- 
ty Investment  Trust  in  Bethesda,  Md., 
for  instance,  focuses  on  centers  in  the 
Washington-New  York  corridor.  Presi- 
dent Steven  J.  Guttman  wants  to  buy 
centers  in  strong  locations,  even  if  they 
aren't  doing  good  business  now.  Federal 
REIT  recently  bought  down-at-the-heels 
Ellisburg  Shopping  Center  in  Cherry 
Hill,  N.J.  This  center  sits  at  the  inter- 
section of  three  major  thoroughfares. 
The  i)roblem  has  been  that  they  met  in  a 
traffic  circle  that  many  motorists  avoid- 
ed because  they  thought  it  was  hazard- 
ous. But  recently,  the  state  eliminated 
the  circle,  so  Guttman 
is  sprucing  up  the 
shopping  center.  "I'm 
putting  in  a  book- 
stoL'e,"  he  says.  "I  al- 
ways do  that.  Book- 
stores are  a  good 
draw,  bringing  in  all 
kinds  of  people."  Fed- 
ei-al  REIT's  stock  is  up 
307  this  year,  to  $24 
per  share. 

Not  all  REITS  are 
prospering,  howev- 
er. Dallas'  Trammell 
Ci"ow  Real  Estate  In- 
vestors is  one  that  has 
been  suffering  for 
years.  Organized  in 
1985,  it  specialized  in 
Southwestern  industri- 
al buildings  in  the 
teeth  of  the  oil  slump. 
"Our  market  dried 
up,"  explains  Presi- 
dent James  Wassell. 
Although  the  REIT  was 
able  to  maintain  high 
occupancies,  it  did  so 
by  lowering  rents — 
and  that  strategy  has 
blasted  earnings. 
Thi-ough  Sept.  30  of 
this  year,  the  REIT  has 
lost  $3.7  million.  Wa.s- 
sell  says  he  is  tackling 
the  problem  by  selling 
off  3  of  his  19  proper- 
ties and  using  the  pro- 
ceeds to  refinance  the 
REIT's  high-cost  debt. 

Real  estate  people 
ai'e  a  congenitally  opti- 
mistic bunch.  Even  so, 
they've  had  remark- 
ably little  to  grin 
about  in  the  past  several  years.  But 
now,  faint  signs  of  hope  are  finally 
springing  up.  "The  industry  is  recover- 
ing," says  John  A.  Vickers,  executive 
vice-president  of  Tishman  Realty  and 
Construction  Co.  "Slowly." 

By  Larry  Light  in  New  York;  irith 
Sandra  D.  Atchison  in  Denver 
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F  R  EClOUS  METALS 


SOME  GOLDBUGS 
NEVER  SAY  DIE 


They're  betting  Cliiiton-induced  inflation  will  end  the  metal's  slide 


For  <xoldl)Uji's. 
there  may  be  a 
li^dit  at  the  end 
of  the  tunnel — but  it's 
still  a  lon^"  tunnel. 
Battered  g'oldbug's 
hope  a  recovering 
economy  and  Clinton- 
induced  inflation  will 
extract  the  precious 
metal  from  the 
(lumps.  But  many  ana- 
lysts say  that's  not 
likely  to  happen  soon. 

Gold  continued  its 
five-year  slide  this 
vear,  bobbing  between 
$328  and  S3H()  an 
ounce.  Silver  had  a 
similar  fate.  It  fell 
from  S4.0()  an  ounce  to 
.So.73  this  year.  Plati- 
num, the  one  bright 
spot,  began  the  year 
at  Slo  an  ounce  below  gold  and  ended  it 
at  $20  above. 

OlJtimistic  gold  bulls  see  a  rebound  in 
1993.  "The  ray  of  hope  that  dealers  and 
miners  are  looking  to,"  says  Bruce  L. 
Kaplan,  president  of  Kaplan  &  Co.,  a 
precious-metals  consulting  firm,  "is  the 
reinflation  of  the  economy  by  Clinton." 
He  expects  gold  to  move  as  high  as  .$400 
an  ounce  late  in  the  year. 
BETTER  VEHICLES.  Other  analysts, 
though,  say  any  such  reinflation  won't 
be  felt  so  soon.  "Clinton  won't  be  get- 
ting in  office  until  January,  his  budget 
won't  come  out  until  the  end  of  April, 
and  even  if  he's  as  stimulative  as  can  be. 
it  won't  show  u])  until 
'94."  says  James  Steel, 
a  senior  commodities 
analyst  at  Refco  Securi- 
ties Inc.  The  guess  is 
that  gold  will  be  stuck 
between  $300  and  .$370 
for  1993. 

The  bears  argue  that 
gold  is  a  lost  cause,  and 
that  it  no  longer  has 
much  value  as  a  hedge 
against  inflation  and 
market  turbulence. 
There  are  now  invest- 
ments that  accomplish 
the  same  en<l  more  effi- 


ciently and  cheaply.  "You  switch  into 
another  currency  or  financial  futures." 
says  Ted  Arnold,  a  .Merrill  Lynch  &  Co. 
analyst  in  London. 

Gold  has  other  problems.  Global  reces- 
sion and  relative  peace  throughout  the 
world  have  dampened  the  market.  Then 
there's  the  persistent  supply-and-demand 
imbalance.  Despite  record  jewelry  de- 
mand, especially  from  the  Far  East, 
abundant  supply  is  capping  prices.  The 
Russians  have  been  selling  their  gold 
reserves  to  raise  foreign  currency.  And 
central  bankers  continue  to  unload  gold 
to  raise  cash  for  other  investments.  Bel- 
gian and  Canadian  banks,  among  others. 


future."  says 
erick  Demler. 


NOT  SO  PRECIOUS  METALS 
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dropped  3  milli 
ounces  in  the  first  h 
of  this  year,  abc 
double  last  year's  c 
tral-bank  offerini 
The  trend  is  trout 
some.  "Some  centi 
bank  holdings  £ 
about  18  years'  sup 
of  gold.  The  mari 
can't  absorb  tha 
says  Ian  MacDonalc 
metals  manager 
Credit  Suisse  Fi 
Boston  Ltd. 

What's  worse,  g- 
mines  continue  to  s 
forward  or  lock 
buyers  for  metal  tl 
hasn't  yet  been  min 
to  protect  themseh 
from  falling  priC' 
"They  step  in  on  ev( 
rally  and  sell  up  1 
PaineWebber  Inc.'s  Fr 
'If  they  didn't,  gold  woi 
be  much  higher." 

Silver  is  afflicted  by  similar  troubl 
"There's  a  huge  abundance  above  a 
below  the  ground,"  says  Kaplan.  T 
outlook  for  platinum,  though, 
brighter.  L'sed  in  catalytic  converters 
cut  auto  emissions,  platinum  was  ha 
mered  by  the  global  recession  and  sli 
car  sales.  But  the  current  surplus 
dwindling  because  of  cuts  in  product] 
plans  and  new  demand  stemming  fn 
European  auto-emission  standards.  T 
two  major  producers,  Russia  and  Sot 
Africa,  are  racked  with  upheavals  tl 
could  lead  to  more  si 
ply  disruptions,  sa 
Steel.  "I  think  we'll  s 
a  $50  premium  on  g( 
by  the  end  of  the  fii 
ijuarter."  he  adds. 

But  for  most  pi 
cious-metals  fans,  t 
main  event  is  still  go 
Inflation — later  rath 
than  sooner — may  sa 
it.  But  for  now,  the  ca 
for  gold  may  be  more 
matter  of  faith  th; 
hard  facts. 

B'l/  Pom  Black  in  .V 
York 
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If  The  Wall  Street 
Journal  were  a  lioteL 

it  would  be  a  Westin. 


.A-Wfestin  is  more  than 
a  luxury  hotel,  it's  a 


busi 


siness  resource  ae- 


signed  /'gsssssssyj~^  for 


frequent  travelers  like 
you.  Kvery  service  we 
offer  is  geared  to  help  you  work  as  comfortably  and  effic  iently 


We^itin  ',<  bu,iiiie,ui 
ainenitie.i  include 
computer.^  voice 
mail,  full-tiized 
de.ilci.fax  inachiiie,i 
ant)  e.xpre,i,i 
checkout. 


on  the  road  as  you  do  back  at  the  office.  If 

there's  a  smarter  way  to  get  things  done,  you'll  find 
it  first  at  Westin.  For  reservations, 


call  your  travel  consultant  or  (800)  228-3000. 


Westin 

Hotels  8.  Resorts 


MCI    Westin  Hotels  &  Resorts  use  MCI  Vnetf  a  virtual  private  network,  for  their  internal  communications. 
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THE  ART  LANDSCAPE: 
A  STUDY  IN  REALISM 


All  parts  of  the  mai'ket  are  stirring — but  at  figures  that  still  seem  starkly  sober 


For  a  (juick  overview  of 
the  ;irl  market,  try 
thinking  the  way  an 
artist  might.  Banish  the 
thought  of  blacks,  grays,  oi- 
blues.  The  outlook  looks  bet- 
ter than  it  did  a  year  ago, 
when  prices  and  volume  had 
shrunk  dramatically  from 
their  1980s  peaks.  But  for- 
get bright  yellows  and  reds, 
too — the  market  is  by  no 
means  ebullient.  Maybe 
green  should  be  the  domi- 
nant color — to  signify  a  little 
growth.  As  for  the  art 
world's  landscape,  it's  a  lot 
smaller  today  than  a  few 
years  back.  It's  less  frenetic 
and  has  fewer  figures.  And 
the  appropriate  style?  Real- 
ism, no  doubt. 

This  new  art  market  is 
more  hospitable  to  investors 
than  they  might  think, 
though — as  long  as  they 
choose  carefully  and  wait  a 
decent  interval  before  selling.  True,  the 
contracted  market  isn't  as  liquid  as  it 
once  was.  Yet  prices,  which  have  been 
declining  since  1989-90,  are  leveling  off. 
They  may  even  be  moving  up  in  a  few 
areas,  such  as  American  paintings  and 
works  by  Old  Masters.  Even  in  contem- 
porary art,  a  troubled  category,  few  ex- 
perts forecast  further  dramatic,  across- 
the-board  price  drops,  and  prices  for 
some  artists  have  stabilized. 
'SUBDUED.'  This  fall's  l,)ellwether  auc- 
tions of  Imi)ressionist,  Modern,  and  con- 
temporary art  at  Christie's  and  So- 
theby's in  New  York  provided  heart- 
ening omens.  They  brought  in  nearly 
$180  million,  the  highest  in  two  years. 
Some  35  paintings  changed  hands  at 
more  than  $1  million  apiece — a  big  im- 
provement over  the  past  two  years.  And 
three  Impressionist  paintings  fetched 
more  than  $10  million  each,  a  psychologi- 
cal benchmark  not  passed  since  May, 
1990.  Top  honors  went  to  Matisse's  Hnr- 
n/oi/ij  in  Yellon;  which  Christie's  sold 
for  a  record  $14.5  million.  "In  the  U.  S, 
we've  seen  a  lot  more  interest  in  buying 
across  the  board  than  we've  seen  in  a 
while,"  says  Diana  D.  Brooks,  president 
of  Sothelw's  North  America. 


Meanwhile,  some  art  dealers  are  again 
buying  for  inventory.  That  shows  busi- 
ness is  picking  up  in  the  galleries,  too. 
And  more  owners  seem  willing  to  chance 
discretionary  sales  of  their  art.  "People 
are  again  talking  about  whether  it 
makes  sense  to  sell — we've  got  more  vis- 
its scheduled  than  we've  had  in  a  long 
time,"  reports  Brooks.  That  would  be 
the  best  harbinger  of  an  improved  mar- 
ket— because  the  art  world  is  driven  by 
the  supply  of  fresh  ma- 
terial, which  has  to 
come  from  discretion- 
ary decisions  as  well  as 
estates  and  distress 
sales.  But  no  one,  of 
course,  wants  to  sell  in 
a  down  market. 

Where  do  these  de- 
velopments leave  inves- 
tors? "It's  still  a  sub- 
dued market,  but  we're 
seeing  the  beginning  of 
an  improving  market," 
says   Christopher  J. 
Burge,  president 
Christie's  in  the  U 
"It's  a  solid  market 
1988  prices." 


of 
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at 


112  BUSINESS  WEEK/DECEMBER  28,  1992 


PAINTING  PRICES: 
READY  TO  REBOUND? 
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That  isn't  a  bad  place  to  be.  In  fact, 
spells  opportunity,  provided  investo 
abide  by  the  time-tested  rules  of  buyii 
art:  Buy  what  you  know  and  love  ae 
thetically,  not  what  you  merely  thii 
will  appreciate.  Buy  quality,  since 
first-rate  work  by  a  secondary  arti 
holds  its  value  better  than  a  third-ra 
piece  by  a  top  artist.  And  buy  artis 
whose  careers  have  been  studied  ai 
documented  by  experts.  Works  of  avat 
garde  artists  are  lil 
initial  public  offe 
ings — they  hold  the  p 
tential  for  big  gaii 
but  also  a  total  loss. 

One  way  to  avo 
that  fate  lies  in  pi 
chasing  works  by  0 
Masters.  They  bear  1 
tie  risk:  You  don't  g 
dramatic  price  spike 
but  you  do  get  fair 
steady  appreciatio 
When  the  overall  m;; 
ket  nose-dived,  0 
Master  prices  fell  a  b 
Now,  they're  movir 
up  again.  This  mark 
is  small,  and  the  vei 


OLD  MASTERS 
CONTEMPORARY 

MODERN(1900-50) 
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,'.st  paintings  haiiji'  on  inuseuni 
alls.  But  drawing's  and  prints  arc 
mailable  and  affordable.  According 
New  York  dealer  David  P.  Tunick, 
r  $5,000  to  $10,000  "you  can  walk 
vay  with  a  solid  work  of  art  on 
iper"  by  a  17th,  18th,  or  19th  centu- 

•  European  artist  such  as  Charles- 
icolas  Cochin.  Or  you  can  pay,  say, 
i25,000  for  Francois  Boucher's  chalk 
•awing  of  Venus  and  Cupid. 
American  art  seems  to  be  recover- 
g  faster  than  other  categories, 
irtly  because  it  declined  earlier, 
ealers  report  a  big  increase  in  traf- 
;  in  their  galleries;  several  are  buy- 
g  for  stock.  Among  artists  whose 
orks  sold  well  at  the  fall  auctions 
■e  Marsden  Hartley,  Stuart  Davis, 
id  Charles  Demuth.  "There's  real 
)timism  in  the  American  market, 
ith  a  lot  of  new  players  as  well," 
.ys  dealer  Richard  T.  York. 
After  a  brief  flirtation  with  foreign 
lyers,  American  art  is  again  primar- 
'  a  U.  S.  market.  But  it  appears  to 
!  getting  some  new  buyers  from 
ose  who  were  burned  in  the  con- 
mporary  market.  American  modern- 
ts,  who  painted  from  1910  to  the  1940s, 
)peal  aesthetically  to  contemporary  col- 
ctors.  Yet  some  paintings  sell  for  the 
,me  amount  some  contemporary  draw- 
gs  did  a  few  years  back.  For  example, 
scar  Bluemner's  Composition  for  Col- 

•  Theines  sells  for  $165,000. 

The  market  for  Impressionists  and 
)stimpressionists  isn't  healthy  yet.  The 
11  auctions  prompted  some  experts  to 
Ik  about  a  turnaround.  But  only  very 
)od  paintings  are  selling  well.  Prices 
r  the  pretty,  decorative  works  favored 
/  the  Japanese  are  soft — and  likely  to 
ay  there,  because  so  many  are  held  by 
lyers  who've  since  run  into  financial 
ouble.  Japanese  dealers  are  trading 
npressionist  and  Postimpressionist 
orks  among  themselves  for  50$  to  60(t 
1  the  dollar,  according  to  Ann  K.  Rich- 
•ds  Nitze,  a  private  dealer. 
ITTIE  SHAKIER.'  As  for  Modern  art,  ex- 
'rts  say  the  market  hasn't  been  tested 
•operly — and  remains  unsettled.  Except 
T  Matisse,  most  of  the  works  on  offer 
J  modern  artists  weren't  strong  pieces. 
The  contemporary  world  is  even  more 
fficult.  "It's  a  little  shakier  than  the 
irlier  20th  century,"  says  William  R. 
cquavella,  a  dealer  in  Impressionist 
id  Modern  art.  Nonetheless,  he  just 
lok  on  the  British  realist  Lucian  Freud, 
hose  paintings  usually  sell  for  $500,000 
'  $1.5  million. 

Because  a  lot  of  the  '80s'  "hot  money" 
ent  into  contemporary  art,  these  prices 
•obably  moved  furthest  away  from 
hat  the  paintings  were  actually  worth, 
any  are  now  changing  hands  at  a 
nail  fraction  of  what  they  brought  in 
le  '80s— if  at  all.  At  Sotheby's,  Roy 


BOUCHER'S  CHALK  OF  VENUS  AND 
CUPID  GOES  FOR  ABOUT  $525,000 


Lichtenstein's  Girl  with  Piano  sold  for 
$1.8  million,  below  its  presale  estimate 
of  $3  million  to  $3.5  million.  Mark  Roth- 
ko's  Brown,  Black  and  Blue  brought 
$1.1  million,  vs.  $3  million  in  1990.  Andy 
Warhol's  Race  Riot  was  gaveled  down 
for  $627,000,  a  third  of  what  it  fetched  in 
1989.  In  the  galleries,  dealers  are  agree- 
ing to  discounts  of  20%  or  more. 

For  some,  the  situation  represents  an 
opportunity.  "We're  buying  artists  we 
couldn't  afford  a  few  years  ago,"  says  a 
collector  who  bought  three  paintings 
this  fall.  Indeed,  many  experts — dismiss- 
ing the  '80s  as  an  aberration — now  say 


that  these  numbers  are  the  real 
prices  for  contemporary  artists.  It 
may  be  safe,  then,  to  buy  works  by 
Abstract  Expressionists,  whose  ca- 
reers are  well-documented,  and  by 
artists  such  as  Warhol. 
LATIN  PHASE.  The  artists  of  the  '70s 
and  'SOs  are  being  reevaluated,  too. 
"The  aficionados  have  picked  out  the 
leaders,  and  those  artists  are  great 
things  to  buy  right  now,"  says  art 
adviser  Thea  Westreich.  She  cites 
Christo|)her  Wool,  Cindy  Sherman, 
Robert  Gober,  Richard  Prince,  Jeff 
Koons,  and  Mike  Kelley  as  among 
those  who  will  last.  "There's  a  critical 
mass  that  says  that  these  people 
very  clearly  articulated  the  cultural 
and  social  issues  of  the  decade."  Still, 
such  judgments  usually  take  20  years 
or  so  to  settle  in. 

As  the  '90s  progress,  Latin  Ameri- 
can art  and  the  decorative  arts  seem 
to  be  holding  strong.  For  the  adven- 
turous, emerging  fields  include  for- 
eign contemporary  artists.  Asians, 
for  example,  are  trying  to  develop 
overseas  markets  for  their  artists. 
Nitze  cites  Japan's  Yayoi  Kusama,  Mori- 
mura  Yasumasa,  and  Katsuhiro  Funako- 
shi,  plus  Korea's  Lee-U-Fan,  Hoon 
Kwak,  and  Woong  Kim,  as  among  those 
likely  to  go  international. 

But  no  art  investor  should  expect 
prices  to  return  to  the  levels  of  the  late 
'80s  any  time  soon.  Christie's  Burge 
points  out  that  the  market  has  always 
taken  five  years  or  so  to  recover  from  a 
downfall.  So,  he  notes,  "1995  could  be 
quite  a  good  year."  Only  if  you're  will- 
ing to  wait  at  least  that  long  should  art 
be  on  your  list  of  investments. 

Rjl  Judith  H.  Dobrzynnki  in  New  York 
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AUTOGRAPH  HOUNDS 
ARE  HAVING  THEIR  DAY 


The  political  collectibles  market  should  stay  bullish 


W: 


fhen  Ihe  U.  S.  | 
Court  of  Apijeuls 
ruled  recently  that 
Richarfl  M.  Nixon  merits 
compensation  for  the  govern- 
ment's seizure  of  his  White 
House  materials,  probably 
only  a  few  interested  observ- 
ers realized  what  it  may  cost 
taxpayers.  After  all,  how 
much  are  old  audiotapes  of 
muffled  conversations  worth, 
especially  one  with  18  min- 
utes missing? 

The  answer  could  be  well 
into  seven  figures,  to  collec- 
tors of  political  documents — 
a  group  that  includes  Ross 
Perot,  Barbra  Streisand,  and 
the  late  Malcolm  Forbes.  As 
the  nation  focused  on  jjolitics 
in  1992,  prices  climbed  on 
items  tied  to  Washington. 
With  the  nation  focusing  on 
a  new  occupant  in  the  White 
House,  the  upward  trend 
should  continue. 
START  SMALL.  How  high  can 
it  go?  Last  September,  a  rou- 
tine estate  appraisal  uncov- 
ered a  paragraph  written  by 
Abraham  Lincoln  with  the 
phrase  "With  malice  toward 
none,  with  charity  for  all." 
Christie's,  the  auction  house, 
pegged  its  worth  at 
$.",00,000— then  sold  it  to  a 
successful  bidder  for  $1.8 
million.  The  |)i'evious  (1991) 
record  for  a  Lincoln  letter 
was  $748,000.  In  another  auc- 
tion, slated  for  Dec.  16,  rival 
Sotheby's  hoped  to  surpass 
$500,000  for  a  page  from  a  Lincoln 
speech  that  includes  the  famed  "house 
divided"  and  "half  slave,  half  free" 
phrases. 

Your  pockets  don't  have  to  be  as  deep 
as  Perot's  to  play  this  game.  "Serious 
collectors  invest  a  tremendous  amount 
of  money,"  says  Paul  Carr,  vice-presi- 
dent of  the  2,000-member  Universal 
Autograph  Collectors  Club,  in  Washing- 
ton, D.  C.  "But  newcomers  can  find  im- 
pressive documents  for  a  few  thousand 
dollars  or  less."  Examples  abound  in 
free  catalog  booklets  from  Walter  R. 


RARE  AUTOGRAPHS  AT  RENDELL  AND  A  LINCOLN 
MANUSCRIPT  AT  SOTHEBY'S  THAT  COULD  TOP  $500,000 


Benjamin  Autographs  in  Hunter,  N.  Y. 
Among  them:  a  Herbert  Hoover  condo- 
lence note  to  a  grieving  constituent, 
priced  at  $350. 

Signatures  of  Washington,  Lincoln, 
Grant,  and  the  two  Roosevelts  are  most 
prized  by  collectors.  But  a  less  impres- 
sive President's  rare  scrawl  can  com- 
mand a  high  price,  too.  William  Henry 
Harrison  died  after  serving  only  31  days. 
"So  he  didn't  get  a  chance  to  sign  many 
documents  as  President,"  notes  Kenneth 
Rendell,  a  dealer  with  galleries  in  New 
York  and  Beverly  Hills. 


But  the  value  of  an  aul 
graph  or  manuscript  ofti 
depends  on  factors  oth 
than  rarity,  advises  Chrisi 
pher  Jaeckel,  vice-preside 
of  Benjamin  Autograph 
Two  signatures  by  the  sar 
individual  can  commai 
widely  disparate  prices, 
note  signed  by  then-Senat 
Hubert  Humphrey,  for  exai 
pie,  sells  for  $100;  but  o: 
signed  during  Hurnphre} 
tenure  as  Vice-President  c; 
cost  several  times  as  much 
BUYER  BEWARE.  The  heigl 
ened  interest  in  politic 
items  has  fueled  an  increa 
in  the  supply  of  autograp 
that  might  be  forgeries.  Su^ 
established  dealers  as  Jose] 
Rubinfine  in  West  Pal 
Beach,  Fla.,  and  Robert  Bi 
chelder  in  Ambler,  Pa.,  a 
thenticate  the  documen 
they  sell.  "Almost  anyoi 
should  have  doubts  abo 
any  Presidential  lette 
signed  since  1960,"  says  Re 
dell.  About  that  time,  poli 
cians  began  using  an  autop( 
device  to  ink  replicas  of  a  si 
nature  on  countless  copies 
a  letter.  As  with  any  collec 
ible,  appreciation  is  uncc 
tain.  But  Jaeckel  sees  gre 
potential  for  financial  gain 
autographs  of  black  politic 
figures.  "A  collection  wi 
such  names  as  Shirley  Chi 
holm,  Malcolm  X,  and  Car 
Mosely  Braun  will  be  val 
able  one  day,"  he  says. 
Unlike  fine  art,  where  prices  slid  du 
ing  the  recession  as  cash-crunched  ow 
ers  liquidated  their  holdings,  autograpl 
and  manuscripts  are  seldom  throw 
wholesale  on  the  market  and  tend 
hold  their  value.  Most  documents  th: 
eventually  show  up  for  sale  start  out 
the  hands  of  the  writer's  family  ar 
friends,  so  they're  kept  for  their  perso 
al  or  sentimental  value.  And,  as  in  tl 
case  of  Richard  Nixon,  some  of  the  be 
political  material  never  hits  the  mark' 
at  all. 

Bi/  Don  Dunti  in  New  Yoi 
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It  turns  continuously  but  too  many 
investors  never  see  this  side  of  it. 


Take  this  timely  opportunity  to 
have  a  Merrill  Lynch  Financial  Consul- 
tant introduce  you  to  investments  you 
may  never  have  considered:  those 
outside  America. 

Consider  this:  In  the  ten  years  end- 
ed in  1991,  the  U.S.  stock  market  ranked 
only  ninth  among  worldwide  equity 
markets  based  on  return  in  U.S.  dollars, 
up  240%.  France  ranked  second,  up  425%, 
and  Sweden  was  fifth,  up  371%. 

And  with  only  36%  of  the  world's 
equity  market  capital  and  just  48%  of 
the  world's  dollar  volume  of  public 
bond  issues  in  the  United  States,  clearly 
there  are  exceptional  investment  oppor- 
tunities abroad  as  well  as  at  home. 

©1993  MERRILL  LYNCH,  PIERCE.  FENNER  &  SMITH  INC  MEMBER  SIPC 


Merrill  Lynch  offers  global  and 
regional  mutual  funds,  closed-end  coun- 
try funds  and  international  Defined  Asset 
Funds.  We  also  have  a  comprehensive 
money  management  service  that 
includes  exclusive  access  to  an  interna- 
tional equity  mutual  fund.  For  investors 
who  prefer  Individual  securities,  American 
Depository  Receipts  (ADRs)  represent 
the  easiest  way  to  buy  non-U.  S.  stocks. 

Call  today  for  our  1993  Global  Invest- 
ment Outlook  Report  Also  call  your 
local  Merrill  Lynch  office  and  ask  about 
dates  for  upcoming  seminars  that  will 
focus  on  assessing  international  and 
domestic  opportunities  in  light  of  the 
recent  election. 


Call  1-800-637-7455,  ext.  2»7i 

For  our  199:i  Global  Investment  (Jutlook  Report, 
return  to: 

Merrill  Lynch  Response  Center,  P.O.  Box  30200, 
New  Brunswick,  NJ  0898W)2(X) 

Name   

Address   

City.  

State  Zip:  

Home  Business 

Phone  Plione:  

.Merrill  Lynch  clients,  please  give  the  name  and  location  of 
your  Rnancial  Consultant: 


2972  I 

Merrill  Lynch 


A  tradition  of  trust. 


For  more  complete  information  on  any  of  the  above  mentioned  funds,  including  all  charges  and  expenses  and  the  special  considerations  associated  with  the 
risks  of  global  and  international  investing,  including  currency  risk,  request  a  prospectus.  Read  it  carefully  before  you  invest  or  send  money. 
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HANDBAGS,  WINDSHIELD  WIPERS, 
AND  NATURAL  GAS 

1992's  biggest  moneymakers,  along  with  a  small  collection  of  also-rans 


F! 


lor  most  investors.  1992  has  an  odd. 
I  unfinished  quahty.  The  markets 
proceeded  at  a  hesitant  pace  as  the 
economy  stumbled  along,  and — until  the 
recent  rally — a  chart  of  stock  prices  has 
looked  like  the  fever  chart  of  a  very 
unstable  patient. 

A  high-tech  success.  Informix  Corp..  is 
offset  by  a  high-tech  loser.  Advanced 
Interventional  Systems  Inc.  A  leather- 
craft-s  maker  is  pushed  ahead  by  the 
economic  winds,  while  a  windshield-wip- 
er-blade ma/er  is  ripped  like  a  cheap 
umbrella.  Tha;  schizophrenia  is  evident 
in  this  annual  compendium  of  the  doers 
and  dogs  of  1992: 

TOCKS 


Bl>i  MYSL  ^TOCK:  Tandycrafls  Inc.  Its 
produc"  liin  may  seem  prosaic,  but 
there's  nothing  teiTibly  ordinary  about 
the  pe  ormance  of  its  shares.  With  a 
gain  o:  2o7'f  through  Dec.  11.  this  Fort 
Worth-based  outfit  recorded  the  iargest 


gain  of  any  New  York  Stock  Exchange 
company  that  began  the  year  trading  at 
5  or  more. 

Tandycrafts  makes  and  retails  leather- 
craft  and  home-improvement  materials. 
You  name  it.  they  make  it  so  you  can 
make  it:  2,000  do-it-yourself  items,  rang- 
ing from  belts  and  buckles  to  billfolds, 
footware,  and  handbags.  One  unit  sells 
furniture,  while  another  sells  religious 
books  and  gifts.  So  long  as  the  public 
keeps  ratcheting  up  its  discretionary" 
spending.  Tandycrafts  should  continue 
to  do  well. 

WORST  NYSE  STOCK:  Gitano  Group 
inc.  makes  "fashion  basics" — clothing 
that  is  supposed  to  be  stylish  and  afford- 
able. Well,  its  stock  has  sure  been  af- 
fordable lately,  having  declined  82^  c, 
from  18%  to  SVi  through  Dec.  11. 

Gitano  has  been  reeling  since  1991, 
when  revenues  declined  3.2' Asset 
write-downs  followed,  and  the  company 
has  been  plagued  by  financial  worries. 


Discussions  about  restructuring  tl 
company's  debt  are  under  way  with  k( 
lenders.  That's  a  hopeful  developmer 
but  the  company's  outlook  remaii 
threadbare. 

BEST  AMCX  STOCK:  Jupiter  Nation 
Inc..  a  closed-end  fund  aiid  venture-ca] 
tal  investor,  is  proof  of  the  virtues 
buying  a  closed-end  fund  at  a  deep  di 
count  from  net  asset  value.  At  yearei 
1991.  Jupiter's  stock  was  S7.13,  but  i 
X.A\'  was  S19.56 — a  mammoth  64/f  di 
count.  Then.  spuiTed  by  the  success  < 
one  of  its  holdings.  Zoll  Medical  Corp., 
medical  device  manufacturer,  Jupiter 
XA\'  zoomed  42^^  to  S27.78  as  of  Sep 
30 — and  the  Street  has  woken  up. 

At  a  share  price  of  28  V4.  Jupiter  h; 
climbed  296'  ^  in  1992.  making  it  the  be 
Amex  stock  that  began  the  year  at  5  ( 
better.  But  repeating  its  1992  perfo 
mance  will  be  tough.  The  stock  is  now  ; 
a  premium  over  NAV — a  hazardous  po: 
tion  for  anv  closed-end  fund,  becaui 
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irket  sentiment  can  easily  shift  the 
ares  back  to  a  discount. 

9RST  AMEX  STOCK:  Lifetime  Prod- 
is Inc.  makes  a  variety  of  automotive 
oducts,  but  its  premier  item  is  the  su- 
r-duper  Tripledge  windshield  wiper 
ide.  Alas,  in  1991  the  good  Lord  be- 
3wed  upon  the  Northeast  an  unusually 
ild  winter.  Because  of  that,  and  gener- 
ly  crummy  economic  conditions,  Life- 
ne's  sales  plummeted,  and  so  did  its 
ock,  which  declined  from  5%  to  69(t',  an 
7<-  decline  that  puts  it  at  the  bottom  of 
e  Amex  rankings. 

Well,  the  recent  cloudburst  in  the 
ortheast  may  persuade  motorists  to 
ly  Tripledge  blades.  And  sunnier  eco- 
)mic  skies  may  boost  the  rest  of  the 
mpany's  product  line. 

EST  OTC  STOCK:  Informix  Corp.  is  a 
,st-growing  information-processing 
impany  with  an  increasing  number  of 
,ns  on  Wall  Street.  And  how.  On  the 
rength  of  accelerating  sales  and  earn- 
gs,  and  cheerleading  by  major  broker- 
^es,  Informix  stock  climbed  3737' 
rough  Dec.  11. 

Informix  develops  and  supports  rela- 
3nal  data-base  management  systems  as 
ell  as  office-automation  software.  De- 
)ite  the  growth  of  its  share  price,  the 
ock  may  see  further  gains  ahead  if  its 
irnings  stay  on  track.  With  analysts 
•edicting  that  profits  will  ring  in  at 


$1.75  or  so  a  share  in  1993,  Informix 
is  trading  at  a  hardly  stratospheric  p-e 
of  18. 

WORST  OTC  STOCK:  Admueed  Inter- 
ventional Systems  Inc.,  on  the  surface, 
looks  like  a  winner.  It  has  a  hot  new 
product  in  the  coronary-care  market — a 
laser  device  that  removes  plaque  depos- 
its from  artery  walls.  But  its  stock  has 
been  a  bummer  since  it  went  public  a 
year  ago  at  13.  It  has  declined  S47<  in  the 
year  to  date. 

Advanced's  sales  have  come  in  well 
below  analysts'  estimates — a  sure  way 
of  antagonizing  the  Street — and  in  Octo- 
ber the  company  cut  157  of  its  work 
force,  saying  that  the  Food  &  Drug  Ad- 
ministration was  likely  to  delay  ai)proval 
of  its  new  line  of  fiber-optic  catheters. 

BEST  STOCK  GROUP:  Semieonductors. 
Ironic,  isn't  it?  It  has  been  a  horrific 
year  for  computer  vendors  generally  and 
a  downright  nightmarish  time  for  IBM. 
But  makers  of  semiconductors  are  riding 
high.  Semiconductors  are  commodity 
products,  and  while  price  wars  wrench 
the  computer  makers,  higher  unit  vol- 
ume has  benefited  the  big  semiconductor 
manufacturers,  who  are  cashing  in  on 
economies  of  scale. 

The  result  has  been  chip  heaven  for 
Intel,  Advanced  Micro  Devices,  Motor- 
ola, and  other  semiconductor  manufac- 
turers. Their  shares  have  climbed  547 


through  Dec.  11,  and  they  are  a  good  bet 
to  do  well  in  the  year  ahead.  "Semicon- 
ductors will  continue  to  do  well  as  a 
basic  industry — a  cyclical  phenomenon," 
says  Edward  M.  Kerschner,  chief  invest- 
ment strategist  at  PaineWebber  Inc. 

WORST  STOCK  GROUP:  Hospital  man- 
agement  eoni  pa  nies.  Consolidations 
over  the  years  have  greatly  reduced  the 
number  of  large,  publicly  held  hospital 
companies.  And  the  performance  of  the 
survivors'  stock  prices  has  not  been  very 
rewarding  of  late.  Shares  of  the  large 
management  companies — Humana,  Na- 
tional Medical  Enterprises,  and  Commu- 
nity Psychiatric  Centers — declined  257 
in  1992,  the  worst  of  any  stock  group. 

Hospital  companies'  profitability  has 
long  been  hampered  by  medicare  and 
medicaid  cost  controls.  And  fiscal  re- 
straints are  likely  to  get  a  lot  worse 
before  they  get  better  (if  ever).  Mean- 
while, margins  are  narrowing  and  admis- 
sion rates,  curtailed  by  federal  restric- 
tions, are  going  nowhere. 

PEOPLE  

BEST  EQUITY  FUND  MANAGER:  Da  rid 

Ellison.  Here's  a  quick  course  in  how  to 
run  the  best-performing  equity  mutual 
fund  of  1992:  Buy  savings  and  loans. 
Period.  Thrifts  were  on  the  comeback 
trail,  rebounding  from  the  Sturm  und 
Drang  days  of  yesteryear.  So  it  was  no 


!'S  BEST  AND  WORST 
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WIN  NERS     &  LOSERS 


▲  Bond  fund 
manager 
Michael  Rosen 
got  good 
mileage  out  of 
convertibles 


►  Tandycrafts 

no-frills 

products 

appealed  to 

cautious 

consumers 


surprise  that  the  best  fund  was  the  Fi- 
delity Select  Savinp:s  &  Loan  Fund, 
which  buys  s&Ls  and  only  s&Ls.  It 
gained  51.87'  through  Dec.  11. 

The  34-year-old  Ellison,  a  10-year  vet- 
eran of  Fidelity's  research  apparatus, 
looks  for  companies  with  low  price-to- 
book  ratios  and  abating  asset-quality 
problems.  To  weed  out  the,  well,  gar- 
bage, he  visits  companies  and  talks  with 
management.  But  most  of  all,  asset  safe- 
ty is  in  numbers.  "That's  why  we  own  a 
lot  of  companies,"  he  points  out. 

BEST  BOND  FUND  MANAGER:  Michael  S. 
Rosen.  The  Rochester  Convertible  fund, 
up  27.5%  in  1992,  is  hardly  a  household 
name  in  mutual  funds.  And  that's  a 
shame,  because  convertibles  are  tailor- 
made  for  a  queasy  stock  market  and  a 
low-interest-rate  environment.  They  pay 
a  handsome  rate  of  interest  and  let  hold- 
ers convert  their  shares  on  often  favor- 
able terms.  "It's  like  getting  the  fruit 
off  the  tree  while  watching  it  grow," 
says  the  31-year-old  Rosen. 

Rosen's  portfolio  is  highly  diversified, 
with  such  gems  as  ADT  Ltd.  convertible 
bonds.  They  can  be  sold  back  to  the 
company  in  1994  at  about  20%-  more  than 
their  recent  price  and  meanwhile  pay  a 
6%  coupon.  "As  long  as  ADT  is  breathing 
in  '94,  it's  a  no-brainer,"  exults  Rosen. 

BEST  COmmODITY  FUND  MANAGER: 

Tenny  Lode.  Don't  sell  Tenny  Lode 


short.  No,  leave  the  shorting  to  him. 
Turmoil  in  the  currency  markets  made 
1992  a  crummy  year  for  many  futures 
traders,  but  Lode  rose  above  the  crowd 
by  going  long  and  short  with  alacrity. 
His  firm,  Colorado  Commodities  Man- 
agement Corp.  (page  106),  racked  up  a 
54.77'  gain  last  year,  the  top  perfor- 
mance of  any  commodity  fund  manager 
for  1992. 

Colorado  manages  $130  million  in  cur- 
rencies. With  Lode  at  the  helm,  the  com- 
pany seized  on  ijig  Jumps  by  the  British 
pound  and  Swiss  franc  early  in  1992.  His 
biggest  coup  was  selling  the  pound  short 
in  September,  just  before  the  British 
government  disengaged  from  Europe's 
exchange-rate  system  and  sterling  tum- 
bled. A  knack  for  math  helps:  With  doc- 
torates in  physics  and  computer  science. 
Lode  developed  a  system  that  uses  ab- 
struse equations  to  make  sense  out  of 
])rice  movements.  "We  crank  up  the 
computer  each  day,  and  out  come  the 
trading  signals,"  says  Lode.  And  in  '92, 
it  seems.  Lode's  electronic  brain  found 
the  mother  lode. 


MARKETS 


BEST  OVERSEAS  MARKET:  Hong  Kong. 
The  clock  is  ticking  in  Hong  Kong,  and 
the  consensus  seems  to  be  "better 
alive — and  red."  In  five  years,  this  Brit- 
ish crown  colony  goes  back  to  China,  for 
better  or  worse.  For  most  of  this  year,  it 


has  been  a  lot  better  than  worse:  Tl 
Hang  Seng  index  climbed  to  a  recoi 
high  on  Nov.  12,  and  through  Dec.  1 
the  market  is  up  227  (page  50). 

In  November,  after  reaching  its  hig 
Hong  Kong  sustained  a  sell-off  wh( 
China  threatened  to  abrogate  the  Sin 
British  joint  declaration  on  the  return  i 
the  colony.  But  with  markets  on  tl 
mainland  still  in  their  infancy,  Hor 
Kong  remains  the  best  way  to  play  tl 
China  market. 

BEST  COMMODITY:  Natural  gas  real 
exploded  in  1992.  Thank  the  recessic 
for  that — and  one  of  history's  worst  hu 
ricanes.  Gas  began  the  year  near  its  lo 
of  $1.04  per  million  Btus,  as  the  sluggis 
economy  and  warm  winter  weather  hu 
prices.  Then  came  September,  wh« 
Hurricane  Andrew  disrupted  supplies  c 
the  Gulf  Coast  and  prices  jumped  i 
$2.79.  They're  now  back  to  $2.11. 

But  don't  bet  your  life  on  a  repeat.  " 
would  be  very  difficult  to  beat  the  dr 
matic  price  swings  of  1992,"  says  Ril 
Beale,  an  energy  analyst  with  Shearsc 
Lehman  Brothers  Inc.  With  suppli< 
back  to  normal  levels,  prices  will  reflei 
more  temperate  weather  and  econom 
patterns  and  may  drift  toward  as  low  f 
around  $1.50  during  the  winter.  It  ma 
take  a  blizzard,  or  worse,  to  get  the  gi 
market  cooking  with  you-know-what. 

By  Gary  Weiss  in  New  York,  with  Dav\ 
Greising  in  Chicago 
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1992'S  BEST  AND  WC 


Another  case  for  USF&G: 
Birmmghara,  AL.  July,  1992 


and  loses  partial  use  of  his  hand. 

So  is  he  sent  home  to  collect  Workers'  Comp  for  the  rest  of  his  life? 

No.  His  boss,  his  physician,  the  company's  independent  agent,  a  USF&G 
claims  specialist  and  a  rehab  nurse  all  get  together  and  help  him  get  back  to 
work — fast.  Doing  something  new. 

So  the  employee  remains  self-supporting  and  productive.  And  the  employer's 
claims  costs  go  down. 

Incredible.  USF&G's  Early  Return  To  Work  works  for  everybody. 

For  the  whole  stoiy,  call  us. 


A  woodworker  has  a  terrible  accident  on  the  job 


INSURANCE 

Call  1-800-722-USFG  for  more  information. 


©1992  USF&G  Insurance 


\_    Sponsor  of  the  USF&G  Sugar  Bowl  3 


RBCxmNG  A  imiREiiEOT  noniri? 


You  Earned  It. 
You  Should  Keep  It. 

A  Fidelin  Rollo\  er  IR_\  Can  Be  The  Aiis^  er. 


What  You  May  Not  K  mm  About  The 
1993  Tax  La^  Can  AJiect  Your  Benefe 

Beginning Januan  1. a      lax  la\\  can 
affect  the  money  you  sa\'ed  through  your  employers 
retirement  plan.  So  if  you're  eligible  to  recei\'e  a  distri- 
bution from  the  plan  due  to  a  job  diange.  retirement 
or  other  circumstances,  its  important  you  re\iew  all 
your  options  before  )'ou  take  \'our  distribution  rather 
than  after. 

You  Can  Keep  100    of  Your 
Retirement  Plan  .Mone\ AVorking 

Under  the  ne'w  lav^;  if  you  request  a  check  for 
the  distribution  made  pa\'able  to  you.  20%  must  be 
vilthheld  for  federal  income  lax-^'hich  meaas  ■v'ou'll 
receii'e  onl\  S>0%  of  the  money  you  had  sa\'ed.  Vou 
v^m  also  be  taxed  at  }'Oiir  current  tax  rate  on  the 
dLStribution  and  you  ma\  ha\'e  to  pa\  a  10^.  penali) 
if  you  are  under  age  W :  and  you  choose  not  to 
roll  o\'er.  ^ 

UcwewT.  if  \'ou  choose  to  directly  roll  (n'eryour 
distribution  to  a  Rollcn'er  IR\  or  other  qualified  plan. 
\'ou  can  keen  100%  ofvourmone\  ^vorkin2for\'ou. 


FidelitN  Reduces  The  Cost  Ot  Saving 
For  Retire mtnt 

.\s  part  o:  .    ...  retirement 

in\'esting.  we'ye  made  at  least  15  more  stock  funds 
avai:. "  sales  charge  for  retirement  in\'es- 

tors. .      _  :  v)f  sales  charges  appbes  lo  all  Fideliry 
stock  mutual  funds  (except  Fidelirv  Magellan  Fund 
and  Fidelit\  Select  Portfolios)  when  purchased 
direcih  through  a  Fidelin  Rollover  IRA  and  certain 
(>ther  Fidelin  renremeni  nlans ' 

-\sk  For  Fidelity's  Free  Guide 

Fiddit)  's  Retirement  Specialist.^  ^rc  ready 
to  explain  your  optioas  and  help  \'ou  protect 
)'our  retirement  saxings. 
We'll  also  send  \'0u 
a  FREE  copy  of 
A  Common  Senst 
Guide  to  Keeping 
)^>ur  Retirement 
Plan  Money 
Working. 


\Tsit  Your  Focal  Investor  Center  or  Call  24  Hours 

l-800-S-i-t-8888 


Fidelity 


Investments 


ioi  2  irt".  !;uiQf  and  ii  Riillovf;  !R-\  tan  kii  iiicludim;  a  riirrent  pr(>.spf  cms  with  mun  Cdmplcu  intiirmatiiir  :ir  iniarafs  and  fxpt-nsi-s  Rfad  the  priisnt-nus  carefullv  before 
von  invest  or  send  montn  li  vou  art  (ivf i  aat  -^-^  and  tfrnimatim:  eninhn-meni,  thf  IRS  JC".  earK  v  ithdravai  pt' nait\  diif>  noi  appiv  -Includim;  cxTUur  I'idtiirv  r('!irL"ni'.'n!  pian> 
sucli  as  Fiddilv  IR^s  and  i-irieiiti  KcoEhs  Fideliti  I)isiribinor>  Cornoration  '   CODE:  BW'GENR  '122892 


^    EARNINGS  OUTLOOK 


,     THI  - 
INVESTMENT 
SCOREBOARD^ 


HERE'S  TO  MAKING  '93 
THE  YEAR  OF  PICKING  WISELY 


A  compilation  of  stats  and  analyses  to  help  you  find  the  winners  among  900  companies 


For  months,  the  recovery  has  been 
as  erratic  as  island  weather — 
bright  and  cheerful  one  hour, 
3rmy  the  next.  Now,  it  looks  as  if  sun- 
days  are  here — at  least  for  a  while, 
it  since  the  market  has  already  shot 
I  Alf<  over  the  last  two  years,  you 
ight  want  to  do  a  little  homework  he- 
re trading  on  the  good  news.  To  help 
iU  pick  winners,  BUSINESS  WEEK  has 
mpiled  its  annual  fact-filled  Invest- 
ent  Outlook  Scoreboard. 
The  Scoreboard  is  divided  into  24  in- 
istry  groups,  from  aerospace  to  utili- 


ties. It  highlights  the  track  records  of 
900  public  companies.  Put  together  by 
Standard  &  Poor's  Compustat  Services 
Inc.,  this  handy  compendium  includes 
such  statistical  guides  as  price-earnings 
nudtiples  and  per-share  book  values. 

Our  Scoreboard  goes  beyond  provid- 
ing raw  data.  Thanks  to  IBES  Inc.,  a  unit 
of  Citicorp  that  tracks  the  opinions  of 
securities  analysts,  the  Scoreboard  of- 
fers consensus  forecasts  from  2,500  ana- 
lysts on  the  prospects  for  each  company 
and  its  industry. 

Let's  start  with  the  front-running  in- 


dustries for  1993.  According  to  IBES,  an- 
alysts foresee  cars  and  trucks  as  the  big 
earnings  gainers.  That  would  be  a 
change  from  last  year's  Scoreboard, 
when  cars  and  trucks  were  projected  to 
be  among  the  biggest  losers.  The  sur- 
veyed analysts  look  askance  at  the  air- 
line industry  in  1993,  as  well  as  electrical 
and  electronic  companies  and  the  tele- 
communications industry.  Overall,  they 
predict  a  337^  profit  rise,  vs.  1992's  35% 
earnings  gain. 

OPPORTUNITIES.  Scrutinizing  the  merits 
and  demerits  of  individual  companies 
takes  more  work.  To  make  the  task  pal- 
atable, BUSINESS  WEEK  has  developed  si.\ 
useful  benchmarks  that  can  often  identi- 
fy potentially  attractive  opportunities. 
We  have  then  sifted  through  the  heap  to 
select  and  rank  those  issues  most  wor- 
thy of  your  attention  (table).  A  rather 
straightforward  strategy  for  stock-pick- 
ing is  to  target  those  companies  likely  to 
rack  up  earnings  gains.  At  the  top  of 
our  list  for  1993  is  energy-producer 
Amerada  Hess,  which  should  benefit 
from  rising  natural  gas  and  residual  fuel 
prices,  according  to  one  analyst.  Still, 
these  numbers  should  be  used  with  care. 
While  Amerada's  earnings  are  expected 
to  rise  an  amazing  7357  in  1993,  that 
would  leave  them  at  just  $1.67  per 
share — not  much  more  than  199rs  per- 
share  earnings  of  $1.04. 

Yield  is  another  benchmark  to  use  in 
choosing  among  stocks.  In  a  bear  mar- 
ket, dividend  payments  can  be  a  nice 
hedge.  And  in  a  bull  market,  they  can 
sweeten  the  gains.  This  year's  list  of  top 
yielders  is  dominated  by  utilities  issues, 
with  a  petrochemical  company  thrown  in 
for  good  measure.  But  high  yields  can 
be  deceptive.  Since  yield  figures  reflect 
dividends  as  a  percentage  of  stock  price, 
a  stock  that  has  stumbled  badly  can 
have  both  a  lofty  yield  and  a  cloudy 
outlook.  IBM,  which  said  on  Dec.  15  it 
might  have  to  cut  its  dividend,  is  among 
the  most  prominent  of  current  examples. 

Book  value  per  share  is  a  time-hon- 
ored method  to  find  diamonds  in  the 
rough.  It  is  calculated  by  subtracting 
liabilities  from  assets  and  then  dividing 
the  result  by  the  number  of  common 
shares  outstanding.  Stocks  whose  shares 
are  selling  significantly  below  book  val- 
ue could  be  bargains.  Yet,  as  in  the  case 


WHAT  THE  ANALYSTS  EXPECT: 
INDUSTRY  GROUP  WINNERS  AND  LOSERS 


1992 

1993 

15      THE]  STRONGEST 

1        THE  STRONGEST 

Earnings  change 
from  1991 

Eornings  change 
from  1992 

BROADCASTING 

566% 

CARS  &  TRUCKS 

537% 

DRUG  DISTRIBUTION 

459 

FOREST  PRODUCTS 

521 

SEMICONDUCTORS 

436 

COMPUTERS  &  PERIPHERALS 

226 

CONGLOMERATES 

253 

ALUMINUM 

118 

TELECOMMUNICATION  SERVICES 

176 

TEXTILES 

98 

BANKS-EAST 

168 

COAL 

85 

BANKS-WEST  8.  SOUTHWEST 

151 

AUTO  PARTS 

66 

SPECIAL  MACHINERY 

148 

PAPER 

64 

BANKS-SOUTH  &  SOUTHEAST 

116 

MACHINE  &  HAND  TOOLS 

63 

TRANSPORTATION  SERVICES 

97 

APPLIANCES  &  HOME  FURNISHINGS 

62 

1         THE  WEAKEST 

1 

1         THE  WEAKEST 

ALUMINUM 

-29% 

ELECTRIC  UTILITIES 

8% 

CONSTRUCTION  &  ENGINEERING 

-20 

TELEPHONE  COMPANIES 

8 

INSURANCE 

-16 

BEVERAGES 

14 

FINANCIAL  SERVICES 

-12 

TOBACCO 

14 

COMPUTERS  &  PERIPHERALS 

-11 

BANKS-EAST 

14 

PETROLEUM  SERVICES 

-8 

GENERAL  MANUFACTURING 

15 

PAPER 

-5 

PRINTING  &  ADVERTISING 

15 

FOOD  PROCESSING 

-1 

BANKS-SOUTH  &  SOUTHEAST 

15 

FOOD  DISTRIBUTION 

0 

GLASS  CONTAINERS 

15 

OIL  &  GAS 

1 

DRUG  &  RESEARCH 

16 

Because  of  actual  or  estimated  net  losses  in  1991,  1992,  or  1993,  earnings  gains  or  losses  cannot  be  mean- 
ingfully calculated  on  a  percentage  basis  for  airlines,  auto  ports  makers,  building  materials  manufacturers,  cor 
and  truck  makers,  forest  products  makers,  gas  utilities,  machine  and  hand  tool  makers,  pollution  control  man- 
ufacturers, railroads,  savings  and  loon  companies,  steelmakers,  and  textile  manufacturers. 

DATA:  INSTITUTIONAL  BROKERS  ESTIMATE  SYSTEM,  STANDARD  &  POOR'S  COMPUSTAT  SERVICES  INC. 


rN  1  N  a  S    0  U  T  L  0 

OK 

of  yield,  selling  below  book  can  be  a  red 
flag,  wliich  is  the  case  with  most  of  the 
companies  on  this  year's  list.  A  number 
have  had  financial  troubles  lately.  The 
trick  is  to  find  companies  in  which  the 
bad  news  is  short-term  and  the  underly- 
ing fundamentals  are  strong. 

A  third  bottom-fishing  strategy  that 
can  cut  both  ways  is  looking  for  low 
price-to-earnings   ratios.   For  instance, 
Coast  Savings  Financial  Inc.,  which 
tops  the  list  this  year,  is  still  threaten- 

ed   by   problem   real   estate  loans. 

Looking  for  corhpanies  that  haven't 
been  discovered  by  institutional  inves- 
tors can  often  produce  superior  returns. 
If  an  issue's  prospects  look  good  and  the 
pros  do  focus  in  on  it,  it  could  be  in  for  a 
sharp  upward  ride.  Yet,  lack  of  institu- 
tional interest  could  also  just  be  a  sign 
that  most  of  the  outstanding  common 
stock  is  owned  by  an  individual — such  as 
Ted  Turner  in  the  case  of  Turner  Broad- 
casting System  Inc.  There  just  isn't 

stock  available  to  make  it  worthwhile  : 
institutions.  Either  way,  the  shar 
aren't  likely  to  be  buffeted  by  volatili 
inducing  program  trading,  a  nice  plus 

The  Scoreboard  may  only  be  a  rou 
guide  to  investing,  but  it's  a  good  pla 
to  start  your  research.  As  the  econor 
continues  to  brighten  in  1993,  you  c 
avoid  getting  burned  if  you  keep  soi 
statistical  sunscreen  handy. 

By  Laurel  Tonby.  with  Fred  F.  Jespers 
in  New  York 

A  MENU  OF  INVESTMENT  OPPORTUNITIES 

But  be  careful.  Though  the  numbers  below  may  seem  enticing,  unusually  high  or  low  percentages  may  be  a  sign  of  trouble 


HIGH  HOPES  FOR  1 
EARNINGS  PER  SHARE  1 

1        STOCKS  SELLING  ■ 
1  WAY  BELOW  BOOK  VALUE  ■ 

COMPANIES  WITH 
THE  HIGHEST  YIELD 

Looking  at  the  bottom  line?  These  com- 
panies' earnings  are  forecast  to  move 
smartly  in  1993 

Percent  change  1992-93 

Bargain  hunters  take  note.  The  stock 
price  of  these  companies  as  a  percent- 
age of  book  is  at  the  bottom 

Percent 

If  the  goal  is  income,  these  companies 
pay  among  the  highest  annual  dividends 
as  a  percent  of  stock  price 

Percent 

AMERADA  HESS 

735% 

GLENFED 

5% 

CENTERIOR  ENERGY 

8.4% 

GOODRICH  (B.  F.) 

586 

CALFED 

6 

OKLAHOMA  GAS  &  ELECTRIC 

8.2 

TELE-COMMUNICATIONS 

567 

GM  HUGHES  ELECTRONICS 

26 

PACIFICORP 

7.9 

TEXAS  INDUSTRIES 

561 

PRESTON 

29 

AMERICAN  ELECTRIC  POWER 

7.7 

VARITY 

546 

IMO  INDUSTRIES 

30 

PUBLIC  SERVICE  ENTERPRISE  GROUP 

7.4 

DWG 

386 

CRYSTAL  BRANDS 

36 

LYONDELL  PETROCHEMICAL 

7.3 

SCI  SYSTEMS 

378 

ROHR 

38 

PUBLIC  SERVICE  CO.  OF  COLORADO 

7.2 

HUDSON  FOODS 

360 

JWP 

40 

FREEPORT  McMoRAN 

7.2 

LYONDELL  PETROCHEMICAL 

342 

DIME  SAVINGS  BANK 

42 

TEXAS  UTILITIES 

7.1 

PENN  TRAFFIC 

331 

COAST  SAVINGS  FINANCIAL 

42 

IBM 

7.1 

FORD  MOTOR 

323 

McDonnell  douglas 

46 

NEW  YORK  STATE  ELECTRIC  &  GAS 

7.0 

COMDISCO 

310 

CROWN  CENTRAL  PETROLEUM 

48 

FPL  GROUP 

7.0 

STOCKS  THE  INSTITUTIONS 
RARELY  HOLD 


Unpopular — or  just  overlooked?  Either 
way,  if  the  institutions  suddenly  take  notice, 
prices  could  rise 

Number  of 
Percent  of  shares  institutions 
held  by  institutions  holding 


INGLES  MARKETS 

3% 

16 

AMERICA  WEST  AIRLINES 

4 

16 

FIGGIE  INTERNATIONAL 

4 

31 

TURNER  BROADCASTING 

4 

44 

DAIRY  MART 

5 

11 

FOOD  LION 

6 

92 

HUDSON  FOODS 

7 

24 

VIACOM 

7 

102 

ICH 

8 

37 

SPIEGEL 

8 

44 

ARCO  CHEMICAL 

8 

113 

CROWN  CENTRAL  PETROLEUM 

9 

28 

AVERAGE  OF  900  COMPANIES 

53% 

258 

THE  LOWEST  PRICE- 
EARNINGS  RATIOS 


Prices  of  these  stocks  compared 
to  1993  forecast  earnings-per- 
share  suggest  unrecognized  val- 
ues. Negative  earnings-per- 
share  estimates  excluded 


FORECASTERS  AGREE  LEAST 
ABOUT  THESE  COMPANIES 


Uncertainty  could  spell  opportunity.  The 
1993  earnings-per-share  estimates  range  all 
over  the  lot  for  these  stocks.  Example:  Esti- 
mates for  Bowater  range  from  a  profit  of 
66<t  to  a  loss  of  ,52(f 


Ratio 

Consensus  for  1993 
Cents  per  share 

Variation 
in  forecasts 

COAST  SAVINGS  FINANCIAL 

4.3 

BOWATER 

7 

843% 

ROHR 

5.1 

NAVISTAR  INTERNATIONAL 

8 

387 

McDonnell  douglas 

5.6 

L.  A.  GEAR 

19 

284 

THIOKOL 

5.7 

ARMCO 

15 

260 

MICROAGE 

5.8 

INLAND  STEEL 

37 

224 

RISER  FOODS 

5.8 

KAISER  ALUMINUM 

30 

183 

SEAGATE  TECHNOLOGY 

6.0 

STONE  CONTAINER 

39 

159 

CRYSTAL  BRANDS 

6.0 

AMAX 

40 

145 

NORTHROP 

6.2 

ALASKA  AIR  GROUP 

56 

130 

THORN  APPLE  VALLEY 

6.3 

DATA  GENERAL 

37 

130 

BINDLEY  WESTERN  INDUSTRIES 

6.4 

CRYSTAL  BRANDS 

83 

125 

UNISYS 

6.5 

BETHLEHEM  STEEL 

57 

117 

DATA:  AS  Of  NOV.  30,  INSTITUTIONAL  BROKERS  ESTIMATE  SYSTEM,  STANDARD  8.  POOR'S  COMPUSTAT  SERVICES  INC. 


I22_BUSJNESS  WEEK/DECEMBER  28.  1992 


INVESTMENT  SCOREBC 


LOSSARY 

':  Number  of  the  month  in  which  company's 
cal  year  ends. 

tek  value  per  share:  Sum  of  common 
)ck  at  nominal  balance-sheet  value,  capital 
rplus,  and  retained  earnings  as  shown  in 
mpany  accounts,  divided  by  number  of 
ares  outstanding. 

E  ratio:  Nov.  30  stock  price  divided  by 

timated  1  992  earnings. 

vidlend  rate:  Indicated  annual  payment 

te  based  on  latest  quarterly  dividend  plus 

ly  recurring  extra  or  special  yearend 

I'idends. 

eld:  Indicated  annual  dividend  as  a 
ircent  of  Nov.  30  stock  price. 


 1993  

Shares  outstanding:  Millions  of  common 
shares  outstanding  as  of  company's  latest 
available  financial  report,  excluding  treasury 
shares. 

Market  value:  Percentage  change  in  total 
market  value  of  the  company's  most  widely 
held  common  stock  issue  since  Jan.  1 ,  1  992. 
Institutional  holdings:  Percentage  of 
outstanding  common  shares  held  by  banks, 
insurance  and  investment  companies, 
colleges,  and  pension  funds,  and  the  number 
of  such  institutions. 

Turnover:  Percentage  of  outstanding  shares 
changing  hands  in  1992. 
Earnings  per  share:  Primary  earnings  per 
share— net  income  (including  proceeds  from 


certain  convertible  securities,  warrants,  and 
options  that  are  common-stock  equivalents, 
but  excluding  extraordinary  profit  or  loss 
items)  divided  by  number  of  common  and 
common-equivalent  shares. 

Earnings  per  share  estimates:  Analysts' 
consensus  estimates  for  1  992  and  1  993 
compiled  by  Institutional  Brokers  Estimate 
System.  Trend  estimate,  based  on  pattern  of 
past  five  years,  compiled  by  Standard  & 
Poor's  Compustat  Services. 

Variation:  The  percentage  by  which  two- 
thirds  of  the  1  993  earnings  estimates 
are  above  or  below  the  average  estimate. 
The  lower  this  figure  is,  the  more  analysts 
agree  on  their  estimates. 


EARNINGS  PER  SHARE 


COMPANY 


BOOK       P-E  1992 

RECENT    VALUE  RATIO  DIVI- 

SHARE      PER  1992  DEND 

PRICE     SHARE  EST  RATE 


1992 

MARKET 
SHRS  VALUE 
OUT  CHANGE 
MILS 


INSTITUTIONAL 
HOLDINGS 


1992 
TURN- 
OVER 


1991 
ACTUAL 


IBES 
1992 
ANALYST 
EST 


1993  ESTIMATES 


BASED  FROM  ANALYSTS 

ON  IBES  VARIA- 

5-YEAR  CON-  TION 

TREND  SENSUS  % 


&Li.-!NDUSTRY 


AVERAGE 

46 

26 

22 

0.79 

2.18 

96.5 

16 

53 

258 

73.2 

1.64 

2.22 

3.08 

2.96 

15.0 

AEROSPACE 

INDUSTRY  AVERAGE 

38 

38 

19 

1.12 

3.06 

64.3 

-4 

57 

253 

66.9 

3.33 

4.05 

4.79 

4.72 

6.9 

ioeing 

12 

35 

27 

7 

1  00 

2  85 

339  3 

-27 

43 

762 

76.5 

4,56 

4  83 

7.31 

4  94 

5.3 

GenCorp 

1 1 

1 1 

7 

10 

0  60 

5,65 

31,7 

-6 

52 

119 

78.6 

1,00 

1,11 

1,43 

1,21 

7.4 

General  Dynamics 

12 

97 

56 

14 

T.60 

1  65 

29  5 

27 

47 

241 

1314 

8  93 

6-72 

6  73 

8  94 

5,8 

Grumman 

12 

23 

30 

8 

1.00 

4.42 

33.5 

30 

36 

166 

30.7 

2.88 

2  99 

4,57 

2  83 

11.7 

Lockheed 

12 

50 

42 

9 

2.12 

4.25 

61.0 

8 

93 

273 

42.0 

4.86 

5,49 

3,55 

5  94 

3.2 

Martin  Marietta 

12 

63 

40 

9 

1.68 

2.67 

47.3 

1 

68 

342 

58.1 

6.30 

7  35 

8,04 

7  97 

3  6 

McDonnell  Douglas 

12 

46 

100 

6 

1.40 

3.03 

39  1 

-36 

42 

203 

1  16,1 

9,25 

7  49 

7,91 

8,16 

14,1 

Morthrop 

12 

29 

26 

6 

1.20 

4.19 

47.2 

9 

60 

195 

30.9 

5.69 

4,72 

7.1 1 

4.69 

4,9 

Rohr 

07 

10 

26 

125 

0.00 

0.00 

17.8 

-52 

58 

78 

92  0 

1.74 

008' 

0.18 

1  98 

10.1 

Sequa 

12 

36 

73 

19 

0-60 

1.65 

9,7 

-14 

35 

68 

19.0 

1,24 

1,90 

1.23 

3,36 

7.4 

Sundstrand 

12 

38 

14 

13 

1.20 

3  15 

36,1 

3 

70 

168 

65,1 

3,02 

2,98 

4,89 

3,46 

4,6 

Thiokol 

06 

18 

20 

6 

0,40 

2  27 

20,0 

17 

65 

124 

63,2 

2.75 

3,12* 

NA 

3,15 

2,2 

United  Technologies 

12 

45 

29 

1 1 

1.80(c) 

4,01 

123.7 

-16 

73 

555 

66.5 

-8.91 

3  93 

4.49 

4  73 

9,3 

AUTOMOTIVE 

INDUSTRY  AVERAGE 

37 

23 

22 

0.73 

1.84 

124.7 

43 

51 

259 

68.9 

-1.02 

1.61 

1.28 

2.95 

32.4 

CARS  &  TRUCKS 

GROUP  AVERAGE 

33 

29 

36 

0.80 

2.00 

355.0 

46 

49 

448 

80.5 

-3.09 

0.40 

0.71 

2.55 

96.7 

Chrysler 

12 

30 

24 

22 

0.60 

2.02 

292.8 

154 

59 

333 

133.3 

-2.22 

1,36 

0.38 

3.01 

16.6 

Ford  Motor 

12 

42 

47 

57 

1.60 

3.81 

487.8 

51 

57 

719 

75.7 

-4.79 

0.74 

0.46 

3.13 

21.1 

General  Motors 

12 

32 

44 

NM 

0.80 

2.48 

706.7 

27 

40 

807 

70.0 

-8.85 

-1,47 

NA 

2,02 

42.1 

Navistar  International 

10 

2 

1 

NM 

0.00 

0.00 

254.0 

-23 

43 

188 

53,0 

-0.77 

-0,70* 

NA 

0,08 

387.5 

Paccar 

12 

59 

31 

29 

1.00 

1.71 

33  8 

21 

47 

193 

70.3 

1.17 

2  05 

1  28 

4.53 

16.1 

PARTS  &  EQUIPMENT 

CROUP  AVERAGE 

34 

20 

19 

0.73 

2.03 

28.7 

48 

50 

152 

63.5 

-0.79 

1.75 

1.09 

2.91 

8.5 

Arvin  Industries 

12 

30 

24 

17 

0.68 

2  29 

19.2 

38 

50 

120 

67,8 

0,75 

1  76 

1  05 

2.35 

3,8 

Cummins  Engine 

12 

76 

38 

22 

0,20 

0,26 

17,3 

64 

53 

201 

1 14,2 

-4  96 

3,52 

NA 

6  96 

17.8 

Dana 

12 

43 

26 

25 

1.60 

3.73 

45,9 

72 

71 

283 

64  3 

0,33 

1.72 

0.61 

2.67 

7.9 

Eaton 

12 

75 

36 

18 

2  20 

2.95 

34.6 

17 

67 

303 

57.7 

1.84 

4,16 

2.71 

5.75 

10.6 

Echlin 

08 

21 

12 

18 

0.70 

3.37 

56.2 

45 

78 

266 

79.9 

0.75 

1.15* 

0.93 

1.34 

4.5 

Federal-Mogul 

12 

17 

9 

28 

0.48 

2.82 

22.4 

16 

54 

82 

48.6 

-1.08 

0.60 

0.27 

1.17 

14.5 

Masco  Industries 

12 

9 

6 

20 

0  00 

0,00 

59.5 

95 

10 

64 

49  7 

-0.31 

0.47 

0.49 

0.84 

8.3 

Smith  (A.O.) 

12 

33 

30 

12 

0  80 

2,41 

10.0 

133 

40 

61 

58  5 

0,20 

2.87 

1.12 

3.79 

8.7 

Standard  Products 

06 

26 

14 

12 

0.64 

2.44 

12,1 

31 

59 

102 

47,3 

-2.06 

2  24* 

1.58 

2.67 

5.2 

Terex 

12 

8 

3 

NM 

0.00 

000 

9,9 

-35 

20 

35 

46.8 

-3,37 

-1  04 

NA 

1.53 

3.3 

otnotes:  *Actual,  not  estimated  data.  NA  =  not  available  NM  =  not  meaningful,  (a)  Shares  outstanding  as  of  fiscal  yearend,  (b)  Actual  and  estimated  EPS  figures  are  fully  diluted,  (c) 
/idend  rate  excludes  a  nonrecurring  extra  or  special  yearend  dividend,  (d)  Company  pays  a  recurring  stock  dividend.  Data  compiled  by  Standard  &  Poor's  Compustat  Services  Inc.  from 
:h  sources  as  statistical  sei-vices,  newspapers,  registration  statements,  and  company  reports  that  SPCS  believes  to  be  reliable  but  that  are  not  guaranteed  by  either  SPCS  or  BUSINESS  WEEK 
to  correctness  or  completeness.  This  material  is  not  an  offer  to  buy  or  sell  any  security.  Additional  data:  Institutional  Brokers  Estimate  System,  Vickers  Stock  Research  Corp. 


WVMSTIVIENT, 


COMPAKY 


BOOK 
RECENT  VAtUE 
SHARE  PER 
FY         PRICE  SHARE 


P-E 
RATIO 
1992 

EST 


1992 

DIVI- 
DEND 
RATE 


SHRS 
OUT 
MILS 


1992 

MARKET 
VAIUE 
CHANGE 

% 


EARNINGS  PER  SHARE 


INSTITUTIONAL 
HOLDINGS 


1992 
TURN- 
OVER 


1991 
ACTUAL 


IBES 
1992 
ANALYST 
EST 


\993  ESTIMATES  

BASED  FROM  ANALYSTS 

ON  IBES  VARI 

5-YEAR  CON-  TIOI 

TREND  SENSUS  % 


|c)TIR£a  RI  'IBER 


GROUP  AVERAGE 

56 

20 

20 

0.59 

0.97 

60.9 

23 

60 

304 

67.8 

1.69 

3.16 

2.34 

3.77 

5. 

Bandag 

12 

62 

12 

20 

0  60 

0.97 

275 

2 

26 

193 

28,6 

2  86 

3  12 

3  48 

3  49 

4. 

Cooper  Tire  &  Rubber 

12 

33 

6 

25 

0,18 

0.55 

83,5 

30 

79 

293 

54.1 

0,96 

1  33 

1  66 

1.56 

2. 

Goodyear  Tire  &  Rubber 

12 

72 

42 

14 

1,00 

1.39 

71  8 

36 

75 

427 

120.8 

1,24 

5.02 

1  89 

6  25 

8. 

3  BANKS 

II1I/W9IKI  MwEKHVE 

40 

26 

13 

1.17 

2  82 

v#  .w 

90 

^/y 

TC  T 
/  9.  / 

1  AC 
I.09 

4.42 

3.90 

8. 

(a)  BANKS -EAST 

GROUP  AVERAGE 

36 

24 

13 

1.01 

2.43 

112.7 

74 

55 

296 

87.9 

1.14 

3.05 

6.32 

3.49 

11. 

Bonk  of  Boston 

12 

25 

20 

1 1 

0  10 

0  40 

84,3 

146 

60 

284 

153.8 

-0  64 

2.25 

4,61 

2.54 

16. 

Bonk  of  New  York 

12 

52 

38 

12 

1,52 

2  92 

79,9 

92 

77 

307 

74  9 

1, 36(b) 

4.18 

2  26 

4.92 

4. 

Bankers  Trust  New  York 

12 

65 

40 

8 

2,80 

4  29 

83  0 

3 

75 

463 

56.4 

7.75 

8  35 

NM 

8.50 

5. 

Chase  Manhattan 

1 2 

27 

32 

9 

1 .20 

4.38 

153,7 

74 

62 

325 

1  27.2 

3.12 

3.1 1 

NA 

3.59 

1 0. 

Chemical  Banking 

12 

38 

32 

1 1 

1.20 

3.20 

245.5 

136 

73 

527 

1 1 1.9 

0.11 

3.43 

0  34 

4.42 

12 

Citicorp 

12 

19 

22 

22 

0.00 

0.00 

363.7 

96 

51 

369 

1 15.1 

-3  22 

0.87 

0.37 

2.00 

23. 

CoreStates  Financial 

12 

53 

30 

1  1 

2.16 

4.09 

58.1 

17 

55 

309 

1  1 1.2 

4.19 

4.62 

3  80 

5.05 

2. 

First  Fidelity  Bancorporation 

1 2 

4 1 

27 

1 1 

1 .32 

3.2 1 

71 .3 

28 

43 

249 

42,3 

3  37 

3.76 

6.02 

4. 1 6 

2. 

Fleet  Financial  Group 

12 

33 

19 

19 

0.90 

2  74 

122  4 

34 

56 

290 

44,4 

0.67 

1.77 

1.06 

2.88 

5. 

KeyCorp 

12 

37 

18 

12 

1.04 

2.83 

75,1 

31 

62 

279 

52,1 

2.57 

3.12 

3.49 

3.62 

3. 

Mellon  Bank 

12 

49 

37 

8 

1.40 

2.86 

53  9 

48 

59 

299 

73,3 

4.66 

6.01 

7.1  1 

4.81 

4, 

Meridian  Bancorp 

1 2 

30 

20 

1 2 

1 .20 

4.05 

44,7 

26 

40 

1 46 

82,7 

2  56 

2.57 

2.16 

2.82 

4. 

Midlantic 

12 

17 

17 

NM 

0.00 

0  00 

46.0 

357 

25 

61 

217.6 

-14.36 

-0.08 

NA 

1.16 

41. 

MNC  Financial 

12 

12 

14 

NM 

0.00 

000 

89  5 

152 

27 

103 

1 15.6 

-089 

0.01 

0,01 

0.50 

58. 

Morgan  (J.  P.) 

12 

62 

33 

10 

2  18 

3.51 

191.0 

-9 

68 

736 

69.2 

5.63 

6.30 

NM 

6.14 

7 

PNC  Financial 

1 2 

29 

16 

1 2 

1.14 

4.00 

222.9 

26 

59 

410 

35,9 

1  98 

2.35 

1 ,50 

2.59 

2. 

Republic  New  York 

12 

46 

32 

1 1 

1.00 

2.19 

52.3 

-2 

53 

165 

34  8 

3  95 

4  28 

6  27 

4  66 

2. 

Shawmut  National 

12 

17 

14 

19 

0.00 

000 

91.6 

132 

62 

214 

97,4 

-2.35 

0  93 

NA 

1.49 

16. 

State  Street  Boston 

1 2 

43 

1  2 

2 1 

0-44 

1 ,03 

75.0 

34 

69 

267 

95,5 

1 .8 1  jb) 

2.05 

2,34 

2.33 

4 

UJB  Financial 

12 

21 

17 

20 

0  60 

2  87 

505 

57 

25 

110 

46,4 

0.45 

1.07 

0.55 

1.61 

10. 

fKl  RANK C  .  MinWFCT 

GROUP  AVERAGE 

42 

26 

12 

1.34 

3.28 

78.1 

45 

53 

250 

57.1 

2.48 

3.34 

3.48 

4.09 

5 

Banc  One 

12 

50 

20 

14 

1.28 

2  59 

207.9 

17 

57 

553 

47,4 

2  91 

3.43 

3.86 

3.85 

2. 

Boatmen's  Boncshares 

12 

52 

38 

1  1 

2.24 

4  32 

40.5 

19 

51 

265 

78  6 

4.07 

4.84 

4.90 

5.28 

5. 

Comerico 

1 2 

64 

34 

1 2 

1 .88 

2  94 

57  0 

1  1  7 

60 

284 

40,3 

5.01 |b) 

5  43 

6.40 

6.47 

1 . 

Continental  Bank 

12 

20 

23 

7 

0.60 

3,00 

53.9 

1  1  4 

54 

140 

133,6 

-2  03 

2.75 

1 .46 

2.74 

16. 

First  Bank  System 

12 

27 

16 

1  1 

0.90 

3,40 

80  2 

13 

56 

200 

41,6 

2, 13(b) 

2  46 

3.29 

2.61 

8. 

First  Chicago 

12 

35 

33 

NM 

1.20 

3.45 

79  8 

64 

69 

288 

90  2 

1,15 

-0.12 

NA 

400 

8. 

1 2 

35 

22 

1  1 

1  40 

3  96 

57  0 

90 

29 

1 73 

22  4 

3  24(b) 

3.35 

3  47 

3.92 

3 

Firstar 

12 

29 

16 

1  1 

0  88 

3,01 

62.6 

24 

33 

157 

23,8 

2,14 

2.59 

2.38 

2.84 

2. 

Huntington  Boncshares 

12 

20 

12 

1  1 

0  72 

3  56 

77.0 

29 

21 

1  19 

28  9 

1,52 

1 .77 

1 .96 

2  07 

5. 

Michigan  National 

12 

49 

54 

12 

2.00 

4,07 

14.8 

20 

57 

99 

124.3 

3  36 

4.24 

3.44 

5.12 

8 

Notional  City 

12 

48 

28 

1  1 

1 .88 

3,94 

78.5 

66 

72 

277 

31 .6 

3  62 

4.18 

4,71 

4,78 

3. 

NBD  Bancorp 

12 

30 

19 

1  1 

1,08 

3,60 

129.4 

14 

42 

285 

32,8 

2,49 

2  62 

3  08 

2  91 

4. 

Northern  Trust 

12 

64 

23 

16 

0.96 

1 ,49 

34  9 

30 

67 

1  86 

48,9 

3  43 

3,96 

3.86 

4,40 

1. 

Norwest 

12 

42 

19 

12 

1.16 

2,74 

139.7 

25 

75 

469 

40,0 

2,95 

3,48 

2.99 

3.93 

2. 

Society 

12 

62 

30 

12 

1.96 

3,15 

58,1 

26 

48 

261 

72.0 

1.22 

5.06 

2.87 

6.41 

2. 

(c)  BANKS  -  SOUTH  &  SOUTHEAST 

CROUP  AVERAGE 

43 

26 

13 

1.28 

3.00 

96.0 

39 

53 

290 

59.0 

1.59 

3.44 

2.97 

3.96 

5. 

Barnett  Bonks 

12 

41 

27 

15 

1,32 

3  20 

73,6 

30 

65 

319 

74,6 

1  71 

2  67 

1.56 

3.51 

5. 

Crestar  Financial 

12 

34 

24 

16 

0.80 

2  36 

32,6 

93 

40 

118 

1  10,5 

0  98 

2.14 

1 .46 

2.90 

1  1. 

First  Union 

12 

40 

27 

1  1 

1.40 

3  52 

134,0 

47 

56 

427 

64.4 

2.55 

3.74 

3  23 

4  22 

2. 

NationsBank 

12 

50 

30 

1 1 

1.60 

3,18 

245,2 

31 

60 

555 

55.3 

0.76 

4.56 

2.54 

5.18 

9. 

Signet  Banking 

12 

43 

29 

12 

1.20 

2  77 

27  8 

94 

58 

141 

80  9 

-0.95 

3.75 

4,44 

4.17 

4. 

SouthTrust 

12 

24 

16 

10 

0.78 

3  27 

44  1 

-4 

44 

112 

47.2 

2.13 

2-44 

2  49 

2.71 

3. 

SunTrust  Banks 

12 

42 

21 

13 

1.12 

2,70 

125.2 

2 

54 

320 

213 

2,90 

3,26 

3,47 

3  61 

1. 

Wachovia 

12 

67 

32 

14 

2  00 

2  98 

85  4 

16 

48 

329 

18.0 

2.65(b) 

4-95 

4,52 

5.41 

2. 

(d)  BANKS  -  WEST  &  SOUTHWEST 

GROUP  AVERAGE 

46 

32 

13 

1.14 

2.75 

93.6 

53 

66 

278 

100.1 

1.43 

3.59 

3.21 

4.62 

9. 

Bancorp  Hawaii 

12 

44 

28 

10 

1,29 

2  92 

27  9 

-1 

65 

187 

39  4 

4.04 

4-52 

5  20 

4  91 

2. 

BonkAmerico 

12 

47 

35 

10 

1,30 

2  79 

347  3 

106 

59 

694 

69,4 

4,81 

4.57 

5  64 

5.74 

5. 

First  Interstate  Bancorp 

12 

43 

34 

14 

1  20 

2  77 

74.0 

70 

78 

338 

120  2 

-5.24 

3.07 

NA 

4,44 

9. 

U.  S.  Bancorp 

12 

24 

15 

12 

0.76 

3  13 

98  8 

9 

57 

282 

65,2 

2,01 

2.04 

2,57 

2.45 

3. 

Union  Bank 

12 

28 

30 

9 

1.40 

5.05 

32.4 

43 

79 

19 

8.5 

2,64 

2.98 

2,73 

3.46 

9. 

Valley  National 

12 

57 

28 

16 

0,00 

0,00 

21,7 

109 

56 

122 

249.1 

1,72 

3  58 

1,81 

4  39 

15. 

Wells  Fargo 

12 

77 

57 

18 

2,00 

2,60 

53  3 

36 

67 

303 

148  8 

0,04 

4  39 

1,29 

6.96 

20. 

4  CHEMICALS 

INDUSTRY  AVERAGE 

38 

17 

24 

1.09 

2.75 

80.9 

6 

58 

266 

61.5 

1.47 

2.06 

2.20 

2.52 

14. 

Air  Products  &  Chemicals 

09 

48 

18 

19 

0  86 

)  81 

1 13,3 

29 

76 

493 

46  7 

2  23 

2  45* 

2,74 

2  69 

3, 

American  Cyonomid 

12 

58 

30 

13 

1,65 

2  86 

90,2 

-12 

62 

567 

61.9 

3.85 

4  40 

3,36 

4.93 

4, 

Arco  Chemical 

12 

44 

18 

17 

2,50 

5  63 

95,9 

12 

8 

113 

5.7 

1.96 

2.59 

1,72 

3.07 

11, 

Betz  Laboratories 

12 

59 

10 

22 

1,36 

2.31 

28,4 

-1 

72 

270 

96,2 

2.47 

2  66 

3,21 

2.99 

2. 

Cabot 

09 

46 

23 

15 

1.04 

2.25 

18  3 

39 

57 

129 

55  3 

1.69 

3.18* 

3,02 

3  62 

4. 

Dexter 

12 

27 

13 

17 

0  88 

3  32 

24  3 

23 

74 

122 

39,7 

-0.29 

1.57 

1.60 

1.83 

3. 
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INVESTMENT  SCOREBC 


EARNINGS  PER  SHARE 

1993  ESTIMATES 


BOOK 

PE 

1992 

1992 

MARKET 

1992 

FROM  ANALYSTS 

RECENT 

VALUE 

RATIO 

DIVI- 

SHRS 

VALUE 

INSTITUTIONAL 

TURN- 

1992 

ON 

IBES 

VARIA- 

SHARE 

PER 

1992 

DEND 

YIELD 

OUT 

CHANGE 

HOLDINGS 

OVER 

1991 

ANALYST 

5-YEAR 

CON. 

TION 

;OMPANY 

FY 

PRICE 

SHARE 

EST 

RATE 

MILS 

% 

NUMBER 

% 

ACTUAL 

EST 

TREND 

5ENSU5 

)ow  ChdniCQl 

1 2 

53 

34 

22 

2  60 

4  88 

272  9 

0 

53 

741 

42.3 

3  46 

2.45 

2.68 

3  22 

7.5 

)u  Pont 

1 2 

48 

25 

1 6 

1  76 

3  66 

674  4 

4 

4  1 

815 

28.8 

2.08 

2.93 

2.77 

3.63 

6.9 

1 2 

35 

1 2 

23 

0.60 

1 .71 

65.7 

58 

53 

213 

38.9 

1.31 

1.52 

1.51 

1.75 

2.9 

»hyl 

12 

30 

12 

14 

0.60 

2.00 

1  18.3 

7 

42 

323 

38.3 

1.75 

2.10 

2.09 

2.33 

7.3 

erro 

1 2 

27 

0  48 

181 

29  0 

71 

170 

103.3 

0.05 

1 .81 

0.31 

2.13 

2,3 

1 2 

1 7 

3 

51 

1  25(cl 

7.19 

142  8 

-13 

58 

261 

42.6 

0  69 

0  34 

0.40 

0  71 

28  2 

]  ] 

39 

1  8 

1 5 

0,48 

1  25 

13.8 

-7 

59 

1 22 

1  1 2. 1 

2  00 

2.57 

2  29 

2  99 

1,7 

yeorgia  Gulf 

12 

22 

-4 

17 

0.00 

0.00 

40.2 

12 

6 1 

1 32 

1 17.8 

1.75 

1.25 

1.23 

1 .92 

9,9 

voociricii  (D.  r*} 

1 2 

45 

42 

1 53 

2  20 

4  94 

25  6 

7 

74 

234 

1 20.5 

-3.50 

0.29 

0.40 

1.99 

21.1 

1 2 

38 

1 7 

1 5 

1  40 

3.71 

89.7 

-3 

73 

340 

80.6 

2.51 

2.57 

2.95 

2.93 

3.8 

vreat  LgIcgs  Chemical 

1 2 

69 

1 5 

2 1 

0  32 

0  46 

7 1  3 

2 1 

79 

423 

64. 1 

2.23 

3.26 

4.03 

3.89 

4.4 

"lanna  (M.  A.) 

12 

29 

18 

19 

0.70 

2.43 

23.0 

45 

89 

1 1 2 

58.0 

-0.75 

1,48 

1.67 

1 .88 

6.9 

IgfcuIgs 

1 2 

58 

41 

]  7 

2  24 

3  86 

43  9 

9 

80 

317 

70.4 

2.01 

3.49 

1 .52 

4  17 

4  8 

MC  Fertilizer  Group 

06 

38 

29 

9 

1  08 

2  84 

22  0 

-33 

95 

1 44 

1 30.8 

3.85 

4.1 2* 

3.52 

2.77 

19.9 

nfrl.  Flavors  &  Fragrances 

1 2 

1 1 1 

27 

22 

2  72 

2  45 

38  5 

9 

57 

41 8 

3 1 .4 

4.41 

4.95 

5.54 

5.57 

1.4 

octite 

12 

46 

1 1 

21 

0  76 

1  64 

36.4 

-6 

46 

1 65 

23.1 

1.98 

2.25 

2.90 

2.54 

1 .6 

ubrizol 

1 2 

27 

1 2 

1 5 

0  84 

3  1 0 

68  9 

-4 

71 

324 

84.3 

1 .79 

1 .84 

2.40 

1.95 

9.2 

yondell  Petrocheinical 

1 2 

25 

0 

65 

1  80 

7  27 

80  0 

9 

37 

1 58 

31 .7 

2.78 

0  38 

0.29 

1.68 

22.6 

lAonsanto 

1 2 

56 

3 1 

1 8 

2  24 

4  00 

1 22  6 

-18 

60 

622 

75.8 

2.33 

3.1 2 

3.04 

4.20 

9.5 

Aorton  International 

06 

63 

26 

21 

0.96 

1.52 

48.5 

9 

68 

358 

54.0 

2.85 

2.95* 

3.22 

3.24 

2.5 

*lalco  Chemical 

1 2 

35 

g 

1 9 

0  84 

2  43 

70  1 

-16 

63 

341 

45.4 

1 .78 

1 .81 

2  20 

2.04 

3.4 

^iin 

1 2 

39 

37 

1 6 

2  20 

5  66 

1 9. 1 

-3 

56 

148 

58  5 

-0.92 

2.47 

2.87 

3  20 

14.4 

'raxair 

1 2 

]  7 

1 6 

0  06 

0  38 

1 30  4 

21 

124 

N  A 

NA 

1 .03 

NA 

1.20 

3.3 

Quantum  Chemical 

12 

14 

-9 

NM 

0.00 

0.00 

29.9 

18 

37 

145 

90  1 

-4.26 

-2.85 

NA 

-0.52 

198.1 

tohm  &  Haas 

12 

56 

22 

17 

1.32 

2.34 

67.5 

36 

67 

266 

35.7 

2.45 

3  38 

2.95 

3.91 

4.3 

ichulman  (A.) 

08 

30 

10 

20 

0.28 

095 

29.7 

5 

62 

152 

52.1 

1.43 

1  48* 

1.88 

1.62 

2.5 

iterling  Chemicals 

09 

4 

2 

52 

0.08 

1  94 

55.1 

-6 

20 

48 

18  2 

0.67 

0.08* 

0.13 

0  22 

54.5 

erra  Industries 

12 

5 

3 

9 

000 

000 

68  9 

-8 

26 

65 

26.1 

0.27 

0.51 

0.60 

0.63 

15  9 

Jnion  Carbide 

12 

16 

13 

22 

0  75 

4.65 

1313 

-18 

53 

341 

132.7 

-1.06 

0.73 

0.87 

1.03 

24.3 

'igoro 

06 

21 

9 

10 

0.60 

2.89 

20.0 

-3 

28 

56 

30.1 

1.86 

2.10* 

NA 

2.29 

3.5 

Vellman 

12 

22 

15 

14 

0.12 

0  55 

32.5 

-2 

85 

167 

74.9 

1,39 

1,62 

2,01 

1.88 

4,8 

Vitco 

12 

48 

30 

14 

1.84 

3  87 

22.0 

14 

69 

170 

56.7 

3.21 

3-31 

3,25 

3.75 

5,3 

:ONGLOMERATES 

NDUSTRY  AVERAGE 

35 

19 

16 

1.00 

2.78 

110.8 

9 

56 

302 

49.5 

0.62 

2.19 

2.43 

2.88 

9.7 

Vico  Standard 

09 

38 

19 

17 

0,96 

2.54 

46.2 

13 

50 

235 

43.3 

1.95 

2,22* 

2,27 

2.55 

3.9 

Vllied-Signal 

12 

57 

25 

14 

1.00 

1.75 

141  6 

33 

65 

470 

62.0 

-2.00 

3.99 

4.13 

4.74 

3.6 

loltec  Industries 

12 

18 

-10 

15 

0,00 

000 

69.9 

NA 

58 

101 

NA 

NA 

121 

NA 

1.47 

2.0 

>ial 

12 

41 

12 

15 

112 

2  73 

46  8 

5 

59 

233 

56.7 

0.24 

2.78 

1,00 

3.20 

3.4 

'iggie  International 

12 

19 

21 

12 

0,50 

2.70 

18.5 

-4 

4 

31 

2  7 

1.72 

1.52 

1.49 

2.00 

NM 

'uqua  Industries 

12 

13 

14 

21 

0,36 

2.74 

16.5 

-5 

41 

60 

51.5 

-3.08 

0.62 

0.30 

1.02 

25.5 

General  Cinema 

10 

30 

6 

22 

0.56 

1  88 

76  1 

59 

50 

235 

47.7 

-3.88 

1  33 

1.51 

1.59 

6  9 

general  Electric 

12 

83 

27 

15 

2.36 

2.83 

854.0 

8 

53 

1280 

29.3 

5.10 

5.56 

7.14 

6.13 

2.8 

Household  International 

12 

56 

38 

15 

2  32 

4.12 

41.3 

14 

68 

274 

60.6 

3.10(b) 

3.87 

3.48 

5.89 

8.0 

tel 

12 

23 

9 

NM 

0.00 

0.00 

27.3 

1 

61 

79 

90.9 

-2.41 

-0.57 

NA 

0.53 

66.0 

TT 

12 

71 

62 

23 

1.84 

2,59 

120.3 

29 

66 

532 

58.9 

6.42 

3.10 

4  08 

6.02 

7.0 

}gden 

12 

21 

1 1 

15 

1.25 

5.95 

43.1 

4 

49 

246 

63.2 

1.33 

1.40 

1.37 

1.58 

3.8 

>all 

07 

27 

6 

26 

0.36 

1.32 

86.7 

-1 

69 

312 

44.7 

0.92 

1  03* 

1.12 

1.21 

3  3 

>enn  Central 

12 

20 

30 

15 

0.80 

4.10 

47  2 

-26 

76 

101 

22  9 

1.30 

1  28 

2.03 

1.63 

6.1 

'remark  International 

12 

39 

21 

1 1 

1  00 

2  58 

31.7 

-3 

69 

262 

106.0 

3.25 

3,56 

3.23 

4.19 

5.0 

tockwell  International 

09 

27 

12 

12 

0.92 

3  47 

221.7 

-5 

52 

328 

28.8 

2.57 

2.16* 

2  35 

2.44 

1.6 

'eledyne 

12 

18 

8 

15 

0.80 

4.54 

55.4 

-10 

39 

193 

45.8 

-0.46 

1.21 

0.62 

1.93 

15.5 

'enneco 

12 

35 

23 

21 

1  60 

4.60 

125  2 

12 

60 

468 

64.1 

-5.62 

1.67 

NA 

2.88 

17,0 

'extron 

12 

43 

36 

1 1 

1.12 

2  64 

86.8 

8 

63 

332 

35.8 

3.42 

3.90 

3.86 

4  36 

1,8 

■RW 

12 

53 

28 

17 

1.88 

3  55 

62.6 

29 

53 

332 

41.3 

-2.30 

3.21 

3.06 

4.16 

7,5 

Vhitman 

12 

15 

5 

17 

0  26 

1  79 

107  1 

9 

69 

240 

34.3 

0  76 

0.86 

0.62 

1.01 

3.0 

CONSUMER  PRODUCTS 

NDUSTRY  AVERAGE 

36 

12 

20 

0.68 

1.70 

147.6 

16 

53 

293 

68.9 

1.47 

1.90 

2.67 

2.46 

18.8 

VPPAREL 

>ROUP  AVERAGE 

32 

12 

16 

0.38 

1.10 

41.9 

21 

63 

202 

94.2 

1.01 

1.54 

2.62 

2.33 

34.4 

irown  Group 

01 

28 

16 

18 

1.60 

5.79 

17.3 

9 

51 

143 

40.0 

0.92 

1,54 

1.06 

2  05 

4  9 

Crystal  Brands 

12 

5 

14 

NM 

0.00 

0.00 

9.1 

-67 

66 

72 

178.0 

-3.53 

-1  98 

NA 

0,83 

125.3 

■ruit  of  the  Loom 

12 

48 

1  1 

20 

0.00 

0  00 

75.1 

73 

83 

277 

77.9 

1.55(b) 

2.35 

2.79 

2  99 

5.0 

Hartmarx 

1  1 

6 

3 

NM 

0.00 

0.00 

25.5 

-29 

46 

119 

88.6 

-1.74 

-0  83 

NA 

0,46 

50.0 

(ellwood 

04 

28 

20 

13 

0.80 

2.87 

13.8 

29 

81 

121 

91.2 

1.89 

2.20 

1.48 

2,60 

5.0 

..  A.  Gear 

1 1 

12 

5 

NM 

0.00 

0.00 

22  9 

29 

28 

66 

215.4 

-2  40 

-2.20 

NA 

0,19 

284.2 

.eslie  Fay 

12 

13 

12 

9 

0.00 

000 

19.2 

-29 

73 

108 

80.7 

1.55 

1.43 

1.73 

1.72 

7.6 

-iz  Claiborne 

12 

43 

12 

16 

0.40 

0  93 

82.8 

-1 

70 

413 

96.5 

2.61 

2.65 

3.48 

3.01 

2.3 

«4ike 

05 

86 

19 

17 

0  60 

0,70 

75.6 

19 

51 

375 

82  9 

4.30 

4.98 

7  21 

5  72 

4  4 

>hillips-Van  Heusen 

01 

28 

7 

20 

0  15 

0,54 

25.3 

127 

61 

114 

57.9 

1.15 

1.37 

1  56 

1.61 

12 

Reebok  International 

12 

33 

1 1 

13 

0.30 

0.91 

90.6 

-1 

67 

330 

118.4 

2.37 

2.52 

2.73 

2.93 

4,1 

Russell 

12 

31 

13 

16 

0.36 

1.15 

40.8 

-12 

49 

195 

36.1 

1.38 

1  92 

1.93 

2.31 

3,9 

itride  Rite 

1 1 

20 

5 

14 

0.34 

1  71 

51.0 

-32 

70 

262 

122.8 

1.28 

1.39 

2.02 

1.62 

5.6 

/F 

12 

57 

18 

15 

1.08 

1  89 

58.9 

47 

83 

340 

53.7 

2.75 

3.70 

2.83 

4.16 

4.8 

i/Varnaco  Group 

12 

39 

7 

19 

0.00 

0.00 

20.2 

157 

67 

89 

72.1 

NA 

2.03 

NA 

2.81 

7.5 
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COMPANY 


RECENT 
SHARE 
FY  PRICE 


BOOK 
VALUE 

PER 
SHARE 


P-E 
RATIO 
1992 

EST 


1992 
DIVI- 
DEND 
RATE 


SHRS 
OUT 
MIIS 


1992 
MARKET 
VALUE 
CHANGE 


EARNINGS  PER  SHARE 


INSTITUTIONAL 
HOLDINGS 


1992 
TURN- 
OVER 


1991 
ACTUAL 


IBES 
1992 
ANALYST 
EST 


1993  ESTIMATES 

BASED  f  ROM  analyst; 

ON  IBES  VAR 

5-YEAR  CON-  TIO 

TREND  SENSUS  % 


(b)APPllANCeS&HOME  FURNISHINGS 


GROUP  AVERAGE 

25 

n 

20 

0.46 

1.80 

49.6 

33 

49 

175 

84.4 

0.89 

0.95 

1.31 

1.54 

25. 

Armstrong  World  industries 

12 

29 

17 

19 

1  20 

4  10 

37  1 

0 

71 

283 

73  5 

1.11 

1.56 

1.19 

2  19 

14 

Best  Buy 

02 

38 

1  4 

29 

0  00 

0  00 

1 1  2 

1 30 

42 

66 

229  4 

1 .00 

1 .3 1 

1 .72 

1.63 

13 

Circuit  City  Stores 

02 

46 

1  0 

23 

0.12 

0  26 

47. 1 

101 

8 1 

291 

118  4 

1  66 

2  03 

2  02 

2  43 

Kimboll  Internotionol 

06 

26 

1 5 

14 

0.76 

2.95 

2 1  2 

1 8 

24 

70 

1 7  2 

1 .42 

1  83* 

1  84 

1  80 

3 

Lo-Z-Boy  Ctiair 

04 

23 

14 

16 

0.60 

2  62 

1 8  2 

-4 

22 

66 

21 .0 

1  -39 

1 .39 

1 .34 

1 .82 

7 

Leggett  &  Piatt 

12 

30 

1  1 

19 

0.48 

1 .59 

38.0 

71 

56 

161 

5 1  9 

1  1 1 

1  60 

1  32 

1  89 

Masco 

1 2 

27 

1 3 

21 

0  64 

2  39 

151 .9 

1 5 

68 

394 

55  0 

0.30 

1 .28 

0.51 

1 .83 

Maytag 

12 

16 

7 

24 

0.50 

3  23 

106  6 

1 

49 

280 

77-3 

0.75 

0-65 

0.49 

1.00 

>4 

Pier  1  imports 

02 

1 1 

5 

18 

0.06 

0.55 

37.0 

47 

47 

105 

147-3 

0.71 

0-62 

0.50 

0.78 

5 

Sunbeam-Oster 

12 

17 

6 

22 

0.04 

0  24 

64.2 

NA 

1 1 

33 

NA 

063 

0  76 

NA 

0.93 

1 

Toro 

07 

16 

1  1 

NM 

0.48 

2  98 

12.0 

9 

53 

64 

56.5 

0.81 

-1  98* 

NA 

0.82 

12 

1 2 

45 

22 

1 6 

1  1 0 

2  47 

69  9 

]  2 

8 1 

36 1 

68  2 

0  1  A 

J  .J  1 

4 

1 2 

Q 

NM 

0  00 

0  00 

30  3 

-  ]  0 

26 

1 07 

97  0 

- 1  79 

NA 

U-J/ 

z  Jo 

(c)  BEVERAGES 

CROUP  AVERAGE 

43 

16 

39 

0.94 

1.80 

429.5 

0 

46 

511 

33.3 

1.83 

2.35 

2.52 

2.67 

12. 

Anhcuscr-Busch 

1 2 

60 

1 7 

)7 

1 .28 

2.14 

276.7 

-5 

57 

707 

36.9 

3.26 

3.59 

4.06 

3.96 

) 

Browfi'Fornion 

04 

87 

26 

15 

2.72 

3.14 

27.6 

5 

43 

193 

1 7-6 

5.29 

5.90 

6.42 

6-30 

7 

Coca-Cola 

12 

40 

4 

27 

0  56 

1.41 

1312-2 

-2 

53 

890 

29.5 

1.22 

1  45 

1.72 

1  72 

1 

Coca~Cola  Enterprises 

1 2 

1 2 

1 1 

1 36 

0.05 

0  41 

1 29  3 

-20 

38 

101 

23  3 

-0  79 

0  09 

0  1 0 

0  28 

46 

Coors  (Adolph) 

1 2 

21 

30 

1  6 

0.50 

2  42 

37  6 

-1 

27 

1 48 

56.2 

0.64 

1 .26 

0  79 

1  66 

1  4 

PepsiCo 

12 

41 

8 

23 

0  52 

1  28 

793.5 

21 

56 

1024 

36.3 

1.35 

1  78 

2  03 

2.09 

1 

(d]  PERSONAL  CARE 

GROUP  AVERAGE 

51 

13 

19 

0.99 

1.96 

120.2 

9 

54 

335 

43.7 

2.09 

2.72 

3.82 

3.18 

3. 

Albert  O'Culver 

09 

24 

1 0 

1 8 

0.24(c) 

1  00 

28.5 

-24 

1 8 

1 1 6 

1 3  9 

1 .06 

1 .36* 

1  58 

1  59 

Avon  Products 

1 2 

59 

3 

1 8 

1  60 

2  69 

71  8 

29 

76 

363 

72.4 

2.92 

3  37 

3  1 9 

3  86 

] 

Clorox 

06 

45 

1 5 

21 

1 .68 

3.70 

54.6 

8 

49 

321 

48.1 

0.98 

2.17* 

1 ,65 

3.03 

) 

Colgate-Palmolive 

12 

59 

14 

20 

1.24 

2.10 

159.4 

31 

59 

630 

45.9 

0.77 

2.91 

NM 

3  34 

1 

Ecolob 

1 2 

38 

1 0 

1  8 

0.70 

1 .87 

3 1  3 

27 

52 

1 76 

36.1 

1  9 1 

2  06 

1  81 

2.47 

1 3 

Gillette 

1 2 

59 

25 

0.72 

1 .23 

2 1 9.6 

5 

70 

680 

47  6 

1 .94 

2.32 

2  69 

2.73 

1 

Helene  Curtis  Industries 

02 

44 

18 

19 

0.24 

055 

9.8 

9 

42 

69 

56.2 

2  04 

2.31 

1.89 

2.70 

3 

NCH 

04 

73 

35 

14 

1.00(c) 

1.37 

8.3 

1 1 

38 

93 

15.8 

4.77 

5.30 

6.05 

5.97 

3 

Procter  &  Gamble 

06 

54 

1  1 

21 

110 

2.03 

679.4 

16 

45 

819 

28.1 

2  46 

2.62* 

4.56 

2.89 

1 

Stanhome 

12 

33 

13 

14 

1.00 

3.01 

19.7 

-10 

71 

143 

48.7 

2  22 

2.44 

2  79 

2.78 

4 

Tambrands 

12 

68 

5 

22 

1.36 

2.01 

39.6 

-1 

79 

279 

67.7 

1.92 

3.1 1 

2.23 

3.58 

2 

(e)  TOBACCO 

GROUP  AVERAGE 

38 

12 

15 

1.04 

2.33 

357.8 

-2 

46 

453 

58.4 

2.21 

2.75 

3.00 

3.14 

3. 

American  Brands 

12 

41 

22 

10 

1  97 

4.78 

202.7 

-9 

56 

594 

31.3 

3.91 

4.26 

4-83 

4.61 

3 

Dibrell  Brotliers 

06 

40 

10 

17 

0  60 

1.52 

13.3 

21 

43 

92 

143.3 

1.60 

2-31* 

2-55 

2  53 

4 

Philip  Morris 

12 

80 

15 

15 

2.60 

3.27 

904.6 

-2 

60 

1433 

47.6 

4.24 

5.46 

6.78 

6.48 

1 

RJR  Nabisco  Holdings 

12 

9 

7 

15 

0.00 

0.00 

1 134.5 

-17 

23 

349 

43.6 

0  22 

0.61 

0.18 

0.78 

7 

Standard  Commercial 

03 

30 

17 

10 

0  52 

1  73 

8  5 

1 

27 

57 

55.3 

2  62 

3  07 

3.20 

3.50 

7 

Universal 

06 

30 

10 

14 

0  80 

2  64 

32  9 

-1 1 

58 

179 

52  5 

1.72 

2  15* 

1  79 

2  40 

2 

UST 

12 

33 

2 

24 

0,80 

2  40 

208  3 

1 

54 

465 

34  8 

1.18 

1.40 

1.68 

1  65 

1 

7  CONTAINERS  &  PACKAGING 


INDUSTRY  AVERAGE  28       14       17       0.51        1.60      60.8  5       47      185      58.2        1.11        1.34       1.95       1.89  21. 


(a)  GLASS,  METAL  &  PLASTIC 

GROUP  AVERAGE 

27 

13 

16 

0.41 

1.21 

77.1 

-3 

50 

179 

48.9 

1.22 

1.64 

2.09 

1.89 

6. 

Ball 

12 

34 

20 

15 

1.24 

3  62 

26  2 

-8 

60 

203 

58  2 

2.42 

2.31 

2  29 

2.61 

6 

Crown  Cork  &  Seal 

12 

37 

13 

21 

0.00 

0  00 

86  0 

23 

46 

245 

40.4 

1.48 

1  78 

1.89 

2.09 

4 

Owens-Illinois 

12 

9 

4 

1  1 

0.00 

0.00 

1 19.0 

-25 

45 

89 

48.3 

-0.25 

0.83 

NA 

0.98 

7 

(b)  PAPER 

GROUP  AVERAGE 

28 

15 

18 

0.55 

1.77 

53.8 

10 

46 

187 

62.8 

1.06 

1.21 

1.90 

1.89 

28. 

Bemis 

12 

23 

7 

20 

0  46 

2.02 

51.2 

22 

44 

199 

25.0 

1.03 

114 

1.36 

1.31 

2 

Federal  Paper  Board 

12 

27 

22 

13 

1  00 

3  74 

41.9 

-3 

68 

240 

92.1 

1.77(b) 

2.07 

2.16 

2.60 

7 

Longview  Fibre 

10 

17 

7 

28 

0  40(cl 

2  34 

51.7 

27 

39 

138 

33.1 

0  32 

0  62* 

0.39 

1.18 

1 1 

Riverwood  International 

12 

14 

8 

14 

0.04 

0  28 

62,1 

NA 

15 

35 

NA 

0.39 

0.99 

NA 

1.03 

1 

Sonoco  Products 

12 

47 

14 

18 

1.00 

2.14 

43.5 

36 

30 

155 

36.6 

2  20 

2.55 

2.39 

2.92 

5. 

Stone  Container 

12 

19 

18 

NM 

000 

0  00 

71.0 

-24 

55 

222 

136.6 

-0.77 

-1  86 

NA 

0.39 

159. 

Temple-Inland 

12 

51 

29 

18 

0.96 

1.87 

55.1 

0 

73 

320 

53.6 

2.51 

2  93 

3.20 

3.78 

9. 

8  DISCOUNT  &  FASHION  RETAILING 


INDUSTRY  AVERAGE 

30 

11 

22 

0.39 

1.10 

105.5 

26 

50 

236 

91.0 

1.21 

1.57 

1.75 

1.96 

9. 

AutoZone 

08 

39 

4 

45 

0  00 

0.00 

69.7 

16 

26 

97 

42.4 

066 

0.87* 

NA 

1.08 

2. 

Burlington  Coat  Factory 

06 

23 

10 

19 

0.00 

0.00 

27.0 

92 

29 

65 

40  1 

0  93 

1.17* 

1.16 

1.36 

2. 

Caldor 

01 

28 

12 

13 

0.00 

0.00 

14.1 

56 

70 

45 

703 

0.43 

2.17 

NA 

2.60 

2. 

Charming  Shoppes 

01 

19 

4 

25 

0.08 

0.43 

102.2 

73 

72 

244 

216.6 

0.55 

0  74 

0.68 

090 

5 

Consolidoted  Stores 

01 

18 

4 

24 

0.00 

0-00 

46  0 

59 

77 

154 

135  0 

0  44 

0.75 

0.47 

0  98 

8. 

Costco  Wholesale 

08 

27 

7 

29 

0,00 

0.00 

117  1 

-28 

58 

288 

219  8 

0.74 

0.93* 

2.23 

1.13 

2. 

Dayton  Hudson 

01 

79 

31 

16 

1,52 

1.93 

71.3 

27 

80 

441 

96  0 

3  86 

4.86 

5.98 

5-81 

5. 

Dillard  Department  Stores 

01 

50 

15 

24 

008 

0  16 

1 1 1.7 

23 

73 

419 

88.3 

1.84 

2.1 1 

2.57 

2.52 

4. 

Dollar  General 

01 

30 

7 

24 

0  20 

0.67 

25.6 

56 

52 

104 

156  4 

0  82 

1.23 

1.54 

1.44 

2. 

Footnotes  on  page  123 
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 INV 

^OARD 

EARNINGS  PER  SHARE 

1993  ESTIMATES 

800K 

PE 

1992 

1992 
MARKET 

1992 

IBES 

BASED 

FROM  ANALYSTS 

RECENT 

VALUE 

RATIO 

DIVI- 

5HRS 

VALUE 

INSTITUTIONAL 

TURN. 

1992 

ON 

IBES 

VARIA- 

SHARE 

PER 

1992 

DEND 

YIELD 

OUT 

CHANGE 

HOLDINGS 

OVER 

1991 

ANALYST 

5-YEAR 

CON- 

TION 

FY 

PRICE 

SHARE 

EST 

RATE 

MILS 

NUMBER 

ACTUAL 

EST 

TREND 

SENSUS 

dison  Brothers  Stores 

01 

47 

18 

14 

1,12 

2  39 

21.7 

40 

50 

1 36 

316 

2,83 

3,32 

3.80 

3,82 

3.1 

□mi!/  Dollar  Stores 

08 

25 

5 

25 

026 

1.06 

56.0 

44 

54 

152 

79  4 

0  73 

1,00* 

0.99 

1.16 

2.6 

ederated  Department  Stores 

01 

19 

15 

19 

0.00 

0.00 

126  0 

NA 

38 

151 

NA 

NA 

0  99 

NA 

1 .2 1 

6.6 

ingerhut 

12 

32 

17 

13 

0  32 

1  02 

23  9 

10 

NA 

NA 

52.3 

2,14 

2,42 

2.81 

2.88 

2.4 

■op 

Tossman  s 

01 

38 

6 

24 

0.32 

0.85 

143.9 

-29 

38 

395 

125.9 

1 .62 

1 ,57 

2.30 

1.85 

4,3 

12 

i 

6 

21 

000 

0.00 

25.5 

62 

39 

48 

135.6 

0.17 

0.20 

0. 1 4 

0.48 

37.5 

echinger 

01 

10 

1 1 

13 

0.16 

1.60 

42.0 

-16 

36 

90 

121.4 

0.66 

0.76 

0.56 

0.92 

1 4. 1 

ome  Depot 

01 

61 

7 

56 

0.12 

0.20 

330.6 

43 

59 

627 

78.6 

0.80 

1  08 

1.51 

1.43 

2.8 

oine  Shopping  Network 

08 

5 

2 

1 2 

0.00 

0.00 

87  8 

-15 

29 

76 

94.3 

-0.1  1 

0.42* 

0,44 

0.47 

21.3 

amesway 

01 

4 

8 

38 

0  00 

0.00 

13.9 

7 

26 

28 

105.8 

-0.09 

0.10 

0  07 

0.23 

78.3 

mart 

01 

28 

15 

13 

0.92 

3  32 

405.8 

17 

76 

710 

59.5 

2.02 

2.1  1 

2,04 

2.36 

3.0 

ohi's 

08 

30 

4 

50 

0.00 

0.00 

35.0 

NA 

24 

55 

NA 

0.56 

0.60* 

NA 

1.1 1 

9.9 

01 

25 

7 

1 3 

0.20 

0.80 

17  9 

-18 

2 1 

83 

48.5 

1 .53 

1 .86 

1 ,59 

2.09 

1.4 

imited 

01 

27 

5 

21 

0  28 

1,04 

362.3 

-6 

45 

504 

78  8 

1.11 

1.28 

1 ,56 

1.58 

7.6 

ovve's 

01 

23 

10 

21 

0.28 

1  24 

73.0 

33 

46 

212 

109,3 

0.09 

1.10 

0  39 

1  -3 1 

6. 1 

ta<  Frugal's  Bargains 

01 

14 

7 

12 

0.00 

0,00 

30.4 

-38 

73 

127 

186,7 

1.12 

1.12 

0,87 

1 .38 

4.3 

lay  Department  Stores 

01 

72 

22 

1 6 

1 .66 

2  29 

123  7 

38 

67 

535 

45,9 

4  02 

4.48 

4  85 

5.17 

3.1 

lefville 

12 

54 

17 

15 

1.48 

2,72 

104.5 

23 

77 

472 

34.2 

3.20 

3.66 

3  87 

4.23 

3.3 

lercantile  Stores 

01 

34 

33 

14 

1.02 

2  97 

36,8 

-10 

39 

227 

276 

3.10 

2  44 

2  53 

3-03 

1 1 .2 

lerry-Go-Round  Enterprises 

01 

16 

4 

23 

0.05 

0,32 

53,3 

56 

56 

137 

123.4 

0.43 

0.72 

0,94 

0.95 

9.5 

leiman  Marcus  Group 

01 

32 

1 7 

15 

0.00 

0,00 

25  3 

32 

38 

1 04 

79.7 

1 .80 

2.15 

2  1 2 

2  41 

2.1 

07 

19 

0 

NM 

0.20 

1,05 

36  9 

63 

29 

53 

13.8 

-0.45 

-0,21* 

N  A 

045 

44.4 

lordstrom 

01 

38 

12 

23 

0  32 

0  85 

81,9 

5 

46 

257 

129.3 

1  66 

1,67 

1  82 

1 .99 

6.5 

enney  (J.  C.) 

01 

79 

31 

14 

2.64 

3  33 

1  17,0 

45 

66 

596 

68.1 

1  97 

5,63 

3.62 

6.33 

5.2 

ep  Boys~AAQnny/  AAoe  &  Jock 

01 

23 

8 

26 

0.14 

0,60 

60,3 

40 

64 

276 

102  4 

0,69 

0,90 

0  84 

1.08 

5,6 

etrie  Stores 

01 

27 

14 

59 

0  20 

0,75 

46  7 

18 

21 

97 

33.8 

0,34 

0,45 

0  1 7 

0.69 

26,1 

rice 

08 

39 

17 

15 

0.00 

0,00 

46,2 

-27 

55 

239 

244  7 

2  68 

2,61* 

3  23 

2.67 

5.6 

IVC  Network 

01 

29 

14 

23 

0.00 

0,00 

26,9 

127 

46 

91 

179.5 

0,68 

1.26 

1.24 

1 .56 

4  5 

01 

4 

7 

NM 

0.00 

0,00 

18  6 

-14 

21 

27 

49.8 

-1 ,25 

-0.03 

0.37 

29.7 

OSS  Stores 

01 

20 

7 

16 

0  00 

0,00 

24  9 

29 

54 

87 

218.7 

1,13 

1.29 

1  58 

1  52 

3  9 

ears.  Roebuck 

12 

43 

38 

30 

2  00 

4,62 

345  2 

15 

61 

600 

52.4 

3  71 

1.44 

1  79 

4.74 

8.0 

ervice  Merchandise 

12 

14 

1 

15 

0.00 

0,00 

98,7 

100 

54 

147 

80.0 

0,76 

0.93 

1.16 

1.13 

4.4 

hopKo  Stores 

02 

16 

10 

10 

0.44 

2,79 

32  0 

22 

38 

62 

38.6 

1 ,55 

1 .60 

1.74 

5.2 

piegel 

12 

16 

9 

23 

0.36(c) 

2.22 

52,0 

23 

8 

44 

17.0 

0,33 

0.71 

0  49 

1 .06 

o.o 

trawbridge  &  Clothier 

01 

24 

25 

10 

1.10(d) 

4.63 

9,9 

16 

35 

55 

21.4 

1  38 

2.50 

1.65 

3.25 

NM 

)X 

01 

28 

4 

21 

0.46 

1,65 

70  0 

66 

86 

225 

79  9 

1.00 

1.33 

0.97 

1.60 

5.0 

oys  'R'  Us 

01 

41 

9 

28 

0.00 

0,00 

291 ,1 

25 

65 

669 

60.1 

1.15 

1.46 

1,63 

1.76 

3.4 

.  S.  Shoe 

01 

13 

1 1 

23 

0.52 

4,04 

45,5 

1 

83 

141 

87.3 

0.88 

0.55 

0,73 

1.20 

16.7 

alue  City  Department  Stores 

07 

20 

5 

21 

0,00 

0,00 

30  5 

3 

21 

56 

40.8 

1,16 

0.98* 

NA 

1,20 

2.5 

enture  Stores 

01 

29 

7 

1  1 

0.56 

1,93 

16  7 

21 

61 

145 

87.2 

2,48 

2.73 

NA 

3.01 

3.3 

/aban 

01 

18 

13 

14 

0.00 

0  00 

32,9 

18 

77 

126 

171,6 

1,01 

1  34 

1,34 

1.62 

6.8 

/al-Mort  Stores 

01 

64 

7 

37 

0  21 

0  33 

1  149  4 

9 

31 

921 

23,1 

1,40 

1  73 

2  20 

2.1 1 

1.4 

/oolworth 

01 

34 

16 

15 

1.12 

3  27 

130,9 

30 

69 

408 

66,2 

-0  41 

2.30 

2.58 

2  78 

7.2 

lECTRICAL  &  ELECTRONICS 

4DUSTRY  AVERAGE 

37 

20 

19 

0.66 

1.70 

70.8 

21 

61 

272 

78.9 

1.31 

2.12 

2.70 

2.63 

8.6 

lECTRSCAL  PRODUCTS 

ROUP  AVERAGE 

38 

ir 

17 

0.95 

2.45 

98.2 

4 

58 

298 

44.7 

1.12 

1.82 

2.41 

2.26 

11.4 

ooper  Industries 

12 

52 

31 

18 

1  24 

2  40 

1 13,3 

-9 

66 

501 

54,9 

3,04 

2  93 

3.61 

3.23 

3.7 

merson  Electric 

09 

54 

16 

18 

1.44 

2  69 

224,3 

-2 

66 

718 

29  4 

2  83 

2  96* 

3,32 

3  30 

3.9 

lubbell 

12 

54 

18 

18 

1.60(d) 

2  99 

312 

0 

49 

210 

17,4 

2,87 

3.00 

3,39 

3  28 

1.8 

tagneTek 

06 

17 

8 

14 

0.00 

000 

23  8 

18 

47 

91 

58,7 

1  47 

1  22* 

3  02 

1,44 

2.1 

lational  Service  Industries 

08 

25 

14 

17 

1.00 

4,04 

49  5 

7 

58 

207 

30,0 

0.65 

1.50* 

1,09 

1,74 

3.4 

aychem 

06 

44 

18 

NM 

0.32 

0,73 

40,8 

25 

77 

218 

54,9 

-0,63 

-0.43* 

NA 

0,49 

57.1 

eliance  Electric 

12 

19 

9 

25 

000 

0,00 

37  9 

NA 

45 

62 

NA 

0,45 

0.74 

0.98 

1,46 

2  7 

homas  &  Betts 

12 

64 

24 

19 

2.24 

3,48 

18,8 

23 

70 

250 

40,9 

2,84 

3.35 

3.10 

4,06 

5.4 

/estinghouse  Electric 

12 

13 

12 

1  1 

0.72 

5,70 

344  2 

-29 

46 

425 

71.5 

-3.46 

1.10 

0.79 

1,36 

22.1 

LECTRONICS 

ROUP  AVERAGE 

41 

30 

23 

0.62 

1.54 

57.8 

44 

63 

256 

82.5 

1.91 

2.68 

3.05 

3.39 

5.1 

■Systems 

12 

38 

25 

10 

1.00 

2.65 

32,5 

0 

56 

246 

55,4 

3.35 

3.69 

4.28 

4,00 

3.5 

reneral  Instrument 

12 

23 

0 

NM 

0,00 

0.00 

33,0 

NA 

31 

31 

NA 

-2  52 

-0.88 

NA 

0,97 

8.2 

>M  Hughes  Electronics 
larris 

12 

23 

88 

13 

0,72 

3.1  1 

86,5 

84 

46 

122 

36,7 

1.26 

1.80 

1.56 

2  21 

4.1 

06 

35 

28 

15 

1,04 

3.01 

39,2 

29 

76 

225 

56.5 

0.50 

2.24* 

1.35 

2  84 

6.3 

Itton  Industries 

07 

43 

34 

10 

0.00 

0.00 

40,5 

-1 

70 

209 

52.5 

1.45 

4.22* 

2  97 

4.58 

3.5 

oral 

03 

46 

32 

10 

1.00 

2  19 

38.5 

41 

65 

244 

67.5 

4.00 

4.48 

4  83 

4.94 

4.7 

Motorola 

12 

103 

38 

24 

076 

0  74 

133.9 

60 

75 

713 

80.2 

3.44 

4.32 

4.68 

5.37 

5  8 

aytheon 

12 

46 

28 

10 

1.30 

2.83 

134.8 

12 

75 

571 

40.4 

4.48 

4.74 

5.31 

5.20 

2.3 

CI  Systems 
'arian  Associates 

06 

17 

9 

92 

0.00 

0.00 

21.0 

157 

61 

70 

248.3 

0.16 

0.18* 

0.08 

0.86 

5.8 

09 

41 

23 

20 

0.36 

0.88 

18.3 

13 

73 

131 

105.2 

2.95 

2.04* 

2  37 

2.90 

6.9 

INSTRUMENTS 

ROUP  AVERAGE 

32 

17 

17 

0.66 

1.99 

35.2 

3 

64 

213 

57.4 

1.60 

1.96 

2.05 

2.29 

6.6 

tmetek 

12 

16 

5 

17 

0  68 

4.22 

44.2 

19 

49 

162 

42.3 

0.87 

0.96 

0  91 

1.09 

11.9 

eckman  Instruments 

12 

24 

13 

15 

0.32 

1.36 

28.5 

27 

56 

139 

51.1 

1.32 

1.52 

1,38 

1.73 

2.9 

loneywell 

12 

68 

30 

14 

1.78 

2.64 

68.7 

2 

72 

420 

54.9 

4  70 

4.81 

5,94 

5.12 

3.5 

"no  Industries 

12 

6 

20 

17 

0.00 

000 

16.9 

-45 

61 

82 

46.9 

068 

0.34 

0,38 

0.80 

17.5 

ohnson  Controls 

09 

43 

22 

16 

1.36 

3  17 

40.1 

20 

61 

280 

47  0 

2.11(b) 

2  73* 

2,39 

3.12 

3.5 

^illipore 

12 

35 

18 

17 

0.52 

1.47 

28.1 

-4 

78 

241 

71,5 

2,17 

2  13 

1,90 

2.46 

3  7 
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EARNINGS  PER  SHARE 

1993  ESTIMATES 


BOOK 

P-E 

1992 

MARKET 

1992 

I6ES 

BASED 

FROM  ANALYSTS 

RECENT 

VALUE 

RATIO 

DIVI- 

SHRS 

VALUE 

INSTITUTIONAL 

TURN 

1992 

ON 

IBES 

VARI 

COMPANY 

SHARE 

PER 

1992 

DEND 

YIELD 

OUT 

CHANGE 

HOLDINGS 

OVER 

1991 

ANALYST 

5-YEAR 

CON- 

TIO 

FY 

PRICE 

SHARE 

EST 

RATE 

MILS 

% 

% 

NUMBER 

ACTUAL 

EST 

TREND 

Perkin-Elmer 

07 

33 

9 

19 

0.68 

2.08 

33.6 

7 

76 

68.8 

-0.08 

1.72- 

1.65 

2.09 

3. 

Tektronix 

05 

20 

16 

17 

0.60 

2.96 

29.9 

4 

65 

181 

75.0 

0.67 

1.20 

1.26 

1.55 

9. 

Thermo  Electron 

1 2 

45 

2 1 

20 

0.00 

0.00 

26.9 

0 

53 

192 

58.7 

1 .97 

2.22 

2.67 

2.62 

3. 

(d)  SEMICONDUaORS 

GROUP  AVERAGE 

35 

14 

18 

0.34 

0.61 

99.6 

32 

56 

335 

141.1 

0.36 

1.93 

3.73 

2.47 

12. 

Acivanced  Micro  Devices 

12 

18 

1 1 

7 

0.00 

0.00 

87.8 

7 

52 

217 

317.7 

1.53 

2  40 

6.00 

2.02 

19. 

AMP 

12 

59 

19 

21 

1.52 

2.58 

105.1 

0 

79 

539 

47.2 

2.45 

2,77 

2.73 

3.1  1 

3. 

Intel 

12 

72 

24 

17 

0.10 

0.14 

208  2 

49 

75 

801 

233.3 

3.92 

4,20 

6.28 

5.01 

8, 

LSI  Logic 

12 

9 

4 

NM 

000 

0.00 

44.5 

14 

40 

88 

87.9 

0.19 

-0,24 

NA 

0.57 

24. 

Molex 

06 

27 

1  1 

25 

0.02 

0.06 

62.9 

-5 

17 

150 

37  1 

1.04 

1  08* 

1.22 

1.24 

5. 

National  Semiconductor 

05 

13 

5 

15 

0.00 

0  00 

106.5 

99 

65 

221 

154  0 

-1.24 

0,82 

NA 

1,18 

1  I. 

Texas  instruments 

12 

49 

21 

20 

0.72 

1.47 

82.4 

60 

66 

327 

1  10.6 

-5-40 

2,48 

2.42 

4.19 

14. 

10  FOOD 

INDUSTRY  AVERAGE 

29 

10 

19 

0.55 

1.85 

82.4 

6 

41 

197 

47.6 

1.57 

1.59 

2.13 

1.99 

6. 

|a)  rwvD  DISTIIIBUTION 

VKVWr  MwEKMVE 

22 

13 

17 

0.50 

2.38 

44.4 

y 

56 

159 

50.1 

1.40 

1.40 

2.12 

1.86 

Fleming 
Nash  Finch 

1  2 

32 

29 

10 

1 .20 

3.81 

36.7 

-5 

83 

268 

84.3 

2.06 

3,09 

3.08 

3.40 

2 

12 

1  8 

17 

9 

0.73(c) 

4,06 

10.9 

6 

37 

70 

33  0 

1.75 

1  95 

1.82 

2.15 

N* 

Richfood  Holdings 

04 

18 

6 

12 

0.14 

0.77 

10.9 

37 

51 

66 

99  3 

1 .32 

1.47 

2.85 

1.68 

7. 

KyKoiT-iexTon 

A  A 

1 5 

1 6 

1 6 

A  >4A 
U.4U 

0  AO 

1  1 .6 

1  o 
1  y 

58 

25.7 

1 .09 

0,93 

0,84 

1 .60 

Ni 

Smart  &  Final 

12 

27 

8 

25 

0.20 

0.74 

13.3 

41 

37 

41 

27.5 

0.26 

1  06 

NA 

1  28 

0. 

Super  Food  Services 

08 

9 

1  1 

NM 

0.34 

3.73 

10.9 

-38 

59 

51 

45.0 

1.13 

-0.51* 

NA 

1.02 

9. 

Supervalu 

02 

33 

14 

14 

0.78 

2.34 

75.3 

23 

64 

312 

43.6 

2  78 

2.31 

2.88 

2.66 

4. 

Sysco 

26 

6 

A  0  /I 
V.ZA 

A  O  1 
U.V  1 

i  OD.Z 

1  J 

6 1 

4 1  2 

0.84 

0.93* 

1 .23 

1 .09 

1 . 

(b)  FOOD  PROCESSING 

GROUP  AVERAGE 

33 

10 

20 

0.68 

2.01 

98.6 

4 

44 

252 

55.9 

1.80 

1.79 

2.38 

2.22 

6. 

Arciier  Daniels  iViicllonci 

06 

27 

1 4 

1 8 

0  10(d) 

0  37 

326  3 

- 1 4 

48 

545 

48  8 

1  42 

1  54* 

1  89 

1  79 

Borden 

12 

28 

8 

16 

1.20 

4.34 

140.6 

-19 

50 

469 

55  0 

2.00 

1.71 

1.96 

2.08 

2. 

Campbell  Soup 

07 

44 

8 

22 

0.78 

1.79 

251.2 

2 

25 

356 

25,2 

1.58 

1  95* 

0.53 

2.25 

1. 

Chiquita  Brands  International 

12 

17 

19 

NM 

0.68 

4.12 

51.7 

-57 

73 

132 

1 18,8 

2.55 

-2.67 

NA 

1.05 

87. 

ConAgra 

05 

32 

9 

18 

0.62 

1 ,94 

245.5 

-2 

36 

389 

46,9 

1.50 

1,77 

2.05 

2.04 

2. 

CPC  International 

12 

48 

]  1 

17 

1 .20 

2,51 

151.0 

5 

62 

587 

42,5 

2  61 

2,86 

2.99 

3.19 

1. 

Curtice-Burns  Food 

06 

16 

12 

22 

0.64 

4,03 

8.6 

20 

22 

32 

12,2 

0.42(b) 

0,71* 

0.47 

1.05 

6. 

Dean  Foods 

05 

29 

1  1 

15 

0.60 

2  08 

39.5 

-8 

34 

127 

33.5 

1.53 

1.92 

2  09 

2.16 

5. 

Dole  Food 

12 

29 

18 

15 

0.40 

1.38 

59.4 

-19 

56 

184 

47.2 

2.24 

1.94 

2.17 

2.33 

6. 

Doskocil 

1 2 

1 3 

1 6 

9 

0.00 

0.00 

5.8 

3 1 

29 

24 

1 1 9.2 

NA 

1 .38 

NA 

1 .98 

1 0. 

Flov/ers  Industries 

06 

21 

7 

23 

0.73 

3.44 

37.5 

43 

40 

122 

41.1 

0  71 

0  92* 

0.84 

1.11 

3. 

General  Mills 

05 

70 

8 

20 

1 .68 

2.40 

163.8 

62 

649 

37.4 

3.05 

3.44 

4.25 

3.91 

1 . 

Gerber  Products 

03 

34 

7 

17 

0  82 

2.40 

74.0 

-12 

54 

295 

65.4 

1.71 

2.03 

2.64 

2.28 

3. 

Heinz  (H.  J.j 

04 

43 

9 

1 7 

1 .20 

2.82 

252.9 

8 

42 

53 1 

40.3 

2.40 

2.52 

2.93 

2.80 

4. 

Hershey  Foods 

1 2 

46 

1 6 

1 7 

1 .08 

2.35 

90  2 

4 

28 

33 1 

25.1 

2.43 

2.66 

3.05 

2.95 

2. 

HormelfGeo.  A.) 

10 

23 

8 

1 9 

0.36 

1  55 

76-6 

9 

1 9 

87 

1 3.3 

1.13 

1 .24* 

1 .49 

1 .39 

2. 

Hudson  Foods 

09 

12 

10 

78 

0.12 

1.03 

13,9 

37 

7 

24 

29  9 

0  58 

0.15* 

0  23 

0.69 

18. 

IBP 

1 2 

19 

1  1 

15 

0.20 

1 .05 

47,3 

3 1 

74 

151 

107.8 

0.03 

1 .30 

0  20 

1 .67 

10. 

International  ^Aultifoods 

02 

27 

1 6 

1  3 

0.80 

2  98 

1 9,3 

-8 

53 

108 

45.7 

2  00 

2. 14 

2.23 

2.42 

2. 

Interstate  Bakeries 

05 

1 9 

1 0 

1 2 

0.48 

2,5 1 

20.9 

62 

101 

92.3 

1 .49 

1 ,65 

NA 

1 .84 

] 

Kellogg 

12 

68 

10 

24 

1 ,28 

1,88 

238  1 

3 

73 

501 

23  7 

2.51 

2,87 

3.06 

3  22 

1. 

Lancaster  Colony 

06 

35 

10 

18 

0,60 

1,72 

17.1 

33 

52 

94 

89  6 

1.23 

1,89* 

1.70 

2.21 

10. 

McCormick 

1 1 

29 

5 

25 

0.40 

1 ,40 

80  2 

9 

45 

187 

49,8 

0  98 

115 

1 .66 

1 .34 

3 

Pet 

06 

19 

5 

20 

0.24 

1,27 

107.5 

-20 

53 

254 

56,0 

0.76 

0,96* 

NA 

1.09 

1. 

Pioneer  Hi-Bred  International 

08 

25 

9 

15 

0.48 

1,96 

90.9 

-1 

57 

178 

60,3 

1,15 

1.68* 

1  79 

1.73 

1. 

Quaker  Oats 

06 

71 

10 

22 

1.92 

2,70 

72.1 

-9 

52 

424 

69  6 

3  05 

3.25* 

3  37 

4.02 

2. 

Ralston  Purina 

09 

47 

2 

17 

1.20 

2,57 

103.7 

-22 

48 

378 

43,7 

3,34 

2.82* 

2,92 

3.37 

4. 

Sara  Lee 

06 

61 

13 

20 

1.16 

1,92 

239.9 

5 

48 

638 

30,7 

2  15 

3,08* 

3  38 

2  81 

0. 

Savannah  Foods  &  Industries 

12 

17 

9 

15 

0.52 

3,15 

26.3 

0 

37 

70 

34  3 

1,43 

110 

1,95 

1.29 

4. 

Smithfield  Foods 

04 

21 

8 

18 

0.00 

0.00 

15.1 

19 

23 

57 

81  8 

1,37 

1,13 

1,56 

2  15 

14. 

Thorn  Apple  Valley 

05 

40 

20 

7 

0.24 

0.61 

3.9 

26 

32 

34 

167,0 

5,62 

5,63 

NM 

6.31 

1. 

Tyson  Foods 

09 

24 

7 

20 

0,04 

0.17 

137.5 

17 

15 

121 

55,9 

1.05 

1,16* 

1,42 

1.33 

1. 

Universal  Foods 

09 

35 

12 

22 

0.88 

2.50 

26.4 

-13 

58 

143 

71.1 

2.18 

1,57* 

2,42 

2.28 

3. 

Wrigley  (Wm.)  Jr. 

12 

40 

5 

31 

0.62 

1.56 

1 17.0 

47 

27 

250 

19.4 

1.09 

1  27 

1,53 

1.42 

2. 

(c|  FOODRETAUINC 

GROUP  AVERAGE 

24 

8 

20 

0.35 

1.37 

70.3 

7 

31 

118 

32.6 

1.25 

1.32 

1.70 

1.64 

6.1 

Albertson's 

01 

49 

9 

23 

0.64 

1  32 

132.3 

23 

37 

400 

36.0 

1  94 

2,1  1 

2.65 

2.60 

2. 

American  Stores 

01 

45 

23 

14 

0.70 

1  57 

70.6 

34 

76 

274 

43  7 

3  47 

3,13 

3.89 

3  58 

4. 

Bruno's 

06 

12 

5 

18 

0.22 

1.80 

78.0 

-15 

28 

148 

68.4 

0  82 

0.69* 

0.94 

0,84 

8. 

Dairy  Mart  Convenience  Stores 

01 

7 

8 

10 

0.00 

0.00 

5.4 

-4 

5 

1  1 

8.9 

0.75 

0.68 

0  65 

0  75 

N^ 

Food  Lion 

12 

9 

2 

20 

0.1 1 

1.28 

483.7 

-52 

6 

92 

23.9 

0.43 

0.44 

0.59 

0,52 

5. 

Giunt  Food 

02 

21 

1 1 

17 

0  68 

3  24 

59  6 

-13 

36 

187 

31.5 

1.47 

1.21 

1  48 

1  45 

17. 

Grea!^  Atlantic  &  Pacific  Tea 

02 

28 

29 

18 

0  80 

2.88 

38  2 

-2 

32 

151 

58  7 

1  85 

1.54 

1.71 

2,03 

13. 

Hannal'o>-d  Brothers 

12 

24 

8 

20 

0.30 

1.27 

40.6 

5 

33 

90 

218 

1,08 

1  20 

1.42 

1,41 

2. 

Ingles  Markets 

09 

6 

8 

17 

0.22 

3.67 

17.9 

-2 

3 

16 

19  2 

0  60 

0.36 

0.41 

0.52 

21. 

Kroger 

12 

15 

-31 

17 

0.00 

0.00 

90.3 

-24 

31 

21  1 

66  1 

1.12 

0  85 

0  86 

1  47 

1 1.< 

Marsh  Supermarkets 

03 

15 

12 

1 1 

0.44 

2.89 

7.8 

-7 

23 

26 

20  0 

1.25 

1.41 

1.60 

1.57 

7. 

Penn  Traffic 

01 

27 

2 

78 

000 

0.00 

8.3 

3 

50 

47 

17.8 

-1  03 

0  35 

NA 

1.51 

6> 

Riser  Foods 

06 

7 

6 

7 

0.00 

0.00 

8.1 

-20 

28 

29 

24  4 

1  20 

0.99* 

NA 

1.20 

NA 
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EARNINGS  PER  SHARE 

1993  ESTIMATES 


OMPANY 


BOOK 

P-E 

1992 

MARKET 

INSTITUTIONAL 

1992 

IBES 

BASED 

FROM  ANALYSTS 

RECENT 

VALUE 

RATIO 

DIVI- 

SHR5 

VALUE 

TURN- 

1992 

ON 

IBES  VARIA- 

SHARE 

PER 

1992 

DEND 

YIELD 

OUT 

CHANGE 

HOLDINGS 

OVER 

1991 

ANALYST 

5YEAR 

CON-  TION 

FY 

PRICE 

SHARE 

EST 

RATE 

MILS 

%  NUMBER 

% 

ACTUAL 

EST 

TREND 

SENSUS 

uddick 

09 

19 

1 1 

14 

0,39(c) 

2  08 

23.1 

23 

56 

74 

17.8 

1.24 

1.30* 

1.53 

1.48 

1.4 

afeway 

12 

15 

3 

16 

0,00 

000 

98.7 

-14 

17 

86 

39  5 

0.69 

0.97 

3  60 

1  32 

4.5 

mith's  Food  &  Drug  Centers 

12 

38 

17 

21 

0.44 

117 

30.0 

9 

33 

93 

54.7 

1.65 

181 

2  16 

2  14 

3.3 

top  &  Shop 

01 

17 

3 

17 

0.00 

0.00 

49.0 

89 

21 

42 

305 

0.86 

0.98 

0.42 

1.29 

2.3 

'ons 

12 

27 

12 

15 

0.00 

000 

43.3 

13 

40 

107 

47.3 

1.56 

1.77 

NA 

2.04 

5.4 

t^eis  Markets 

12 

27 

15 

15 

0-68 

2.54 

43  8 

5 

48 

67 

6.7 

1.81 

1  78 

1  88 

1.90 

3.7 

t^inn-Dixie  Stores 

06 

74 

12 

26 

1.32 

1.78 

76.6 

98 

18 

217 

15.3 

2.20 

2.82* 

3  06 

3.12 

2.2 

^UEL 

1DUSTRY  AVERAGE 

32 

20 

35 

1.09 

3.03 

148.5 

0 

53 

360 

53.0 

1.40 

1.42 

2.23 

2.12 

22.4 

OAL 

ROUP  AVERAGE 

21 

20 

21 

0.32 

1.62 

23.3 

-23 

46 

114 

38.4 

0.51 

0.93 

1.52 

1.72 

28.9 

lacco  Industries 

12 

47 

40 

18 

0.64 

1.37 

8  9 

-2 

64 

121 

36.2 

2.31 

2  58 

2.27 

4.08 

3  7 

lerco 

12 

12 

15 

36 

0.00 

000 

39.2 

-25 

12 

62 

211 

2.12 

0.34 

0.64 

1.04 

18.3 

ittston 

1 2 

1 3 

9 

1 0 

0.30 

2  24 

36  9 

-22 

71 

1 85 

66.4 

-0  77 

1  36 

1 .64 

1  4 1 

1 4.2 

i/estmoreland  Coal 

1 2 

1  1 

1 7 

NM 

0.32 

2  88 

8.3 

-45 

36 

89 

29  8 

-1 .62 

-0  56 

NA 

0.34 

79-4 

1L&GAS 

ROUP  AVERAGE 

35 

21 

38 

1.31 

3.38 

173.6 

-4 

52 

388 

50.8 

1.56 

1.57 

2.32 

2.32 

23.9 
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u.ou 
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y 

A  1 

O  1 

TOP 

J  To 

7T  O 
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1  .0/ 

36  5 

ilTVOCO 

1 2 

49 

27 

1  9 

0  0C\ 

^  1 

4.0  1 
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.  ^ 

0  J 

004 

00  7 

0  TA 
£  .JO 

/  .00 

0  fO 

3  24 

1 1  7 

.shiand  Oil 

09 

25 

1  8 

NM 

1 .00 

4.00 

59,9 

-16 

48 

244 

A7  A 

2  56 

-1.18* 

NA 

2,26 

12.8 

.tlantic  Richfield 

12 

109 

44 

17 

5.50 

5.03 

158,1 

3 

60 

844 

38.2 

4.39 

6.54 

6.05 

7.23 

10.0 

urlington  Resources 

1  2 

jy 

1  0 

32 

0.50 

1 .28 

131.0 

1  1 

64 

490 

57. 1 

1 .48 

1 .24 

2.13 

1 .54 

1  4.y 

hevron 

12 

69 

42 

17 

3.30 

4.80 

340  9 

-2 

43 

781 

30.9 

3.69 

4.14 

4.22 

4  68 

5.3 

oastal 

12 

25 

20 

17 

0  40 

1.61 

103  8 

1 

65 

352 

67.3 

092 

1.50 

1  33 

2  18 

9.6 

rown  Central  Petroleum 

12 

15 

31 

27 

0  00 

000 

9  8 

-33 

9 

28 

6.1 

-0.61 

0.57 

0,40 

1.83 

31.7 

'iamond  Shamrock 

12 

18 

16 

15 

0.52 

2  91 

28  6 

-7 

66 

120 

53.7 

1 .39 

1 .20 

2  27 

1  89 

10.1 

xxon 

12 

60 

28 

16 

2.88 

4.84 

1241.5 

-2 

40 

1056 

19.3 

4.45 

3  61 

3,98 

4.12 

6.6 

err-McGee 

12 

43 

32 

24 

1.52 

3  53 

48  3 

1  1 

67 

325 

63.0 

2.10 

1.83 

2,1  1 

2  32 

8.6 

ouisiana  Land  &  Exploration 

1 2 

34 

15 

48 

1 .00 

2.95 

28.3 

g 

71 

205 

53,2 

0.74 

0.71 

0,90 

1.18 

17.0 

tapco 

1 2 

54 

1 6 

1 2 

1 .00 

1 .84 

29  9 

-1 1 

80 

223 

47.8 

4.20 

4.47 

6,49 

5.5 1 

4.0 

\axus  Energy 

1 2 

7 

0 

NM 

0.00 

0.00 

1 32.0 

1 7 

51 

227 

1  1 3.4 

-0.52 

-0.46 

NA 

-0.14 

214.3 

Iitchell  Energy  &  Development 

01 

1 8 

1 4 

2  I 

0.40 

2.27 

46.8 

1  2 

10 

59 

15.6 

0.95 

0.83 

2,46 

1.17 

7.7 

Vobil 

1 2 

61 

42 

1 9 

3.20 

5.27 

398.6 

-10 

57 

967 

35.5 

4.65 

3.13 

4.05 

3.99 

9.8 

\urphy  Oil 

1 2 

37 

27 

32 

1.20 

3.25 

44.8 

8 

61 

181 

38  7 

-0.24 

1.15 

1 ,60 

1 .75 

15.4 

•ccidental  Petroleum 

1 2 

1  8 

1 4 

74 

1  00 

5.59 

302.6 

1 

37 

412 

48.2 

1  25 

0.24 

0,41 

0.80 

43.8 

^ryx  Energy 

1 2 

21 

9 

141 

0  40 

1  89 

96  9 

0 

44 

310 

67.8 

0  08 

0.15 

0,06 

0.57 

43  9 

ennzoil 

12 

51 

27 

67 

3.00 

5-91 

40,6 

-10 

58 

252 

52.1 

-1.05 

0.76 

1,53 

1.71 

35.7 

hiilips  Petroleum 

12 

24 

10 

25 

1.12 

4,67 

260.2 

0 

46 

470 

46.3 

0.38 

0.96 

1,69 

1.64 

17.1 

luaker  State 

12 

12 

1 1 

24 

0.80 

6.81 

27.2 

-10 

41 

94 

52  8 

0.58 

0.50 

0.56 

0.97 

10.3 

un 

12 

27 

24 

62 

1.80 

6.76 

106.2 

-13 

51 

266 

29.1 

-1.25 

0  43 

0.52 

1.52 

28.9 

exaco 

12 

60 

34 

16 

3.20 

5.32 

258.7 

-2 

61 

899 

57.1 

4.61 

3.71 

3.49 

4.40 

7  3 

osco 

12 

19 

14 

9 

0.60 

3.24 

29.9 

-28 

52 
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88  9 
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1  97 

3.45 

2  37 

15  6 
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12 

18 

NA 

9 

0.28 

1.57 

38.0 

NA 

60 

70 

NA 

1.55 

1.92 

NA 

2  63 

6.8 

<nion  Texas  Petroleum  Holdings 

12 

18 

5 

20 
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1.14 
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-13 

16 

73 

28.5 
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0.88 

3.93 
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13.0 
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12 

25 

1  1 

30 

0.70 

2.79 

240.4 

10 

70 

560 

68.3 

0.31 

0.85 

0.90 

1.35 

19.3 

'SX-Marathon  Group 

12 

17 

13 

47 

0.68 

4.12 

285.8 

-25 

60 

503 
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-0.31 

0  35 

1.32 

0.81 

39.5 

alero  Energy 

12 

21 

19 

9 

0.44 

2.1 1 

43,0 

-26 

68 

204 

75.4 

2.28 

2.32 

3.76 

2.99 

9.0 

ETROLEUM  SERVICES 

ROUP  AVERAGE 

26 

13 

24 

0.57 

2.34 

112.6 

31 

61 

382 

70.5 

1.18 

1.08 

2.17 

1.51 

12.5 

aker  Hughes 

09 

20 

12 

NM 

0.46 

2.33 

138  7 

3 

74 

443 

103.1 

1.26 

0.00* 

2.77 
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15.4 
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12 

6 

3 

21 

0.20 

3.48 
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12 

53 
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0.24 

0.27 

0.26 

0.38 

13.2 
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12 

30 

16 

16 

0.48 

1.60 

36,9 

-6 

69 

160 
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1.82 

3.49 

2.01 
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10 

18 

13 

20 

0.60 

3.31 

136,8 

-8 

66 

427 

72.7 
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0.91 

2.20 

1.25 

14.4 
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12 

30 

20 

39 
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3.29 

107,2 
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67 

456 
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0.77 
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1.32 

18.9 
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12 
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-1 

54 
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24 
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2 

48 
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3.1 
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51 

56 
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2.68 

1.88 

12.2 

ordinal  Distribution 

03 

27 

12 

18 

0,08 

0  29 

19.0 

-9 

70 

125 

145.4 

1.26(b) 

1.53 

2.05 

1.83 

3.3 

Tug  Emporium 

02 

6 

4 

51 

0.08 

1.42 

13.1 

-13 

23 

34 
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0.1 1 

0.13 

0.38 
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35 
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03 
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1  1 
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NA 

NA 
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1.01 
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NA 

1.20 

5.0 

look-SupeRx 

08 

13 

1 

19 

0.00 

0.00 
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NA 

40 

33 

NA 

-0.18 

0.65* 

NA 

1.27 

6.3 

ongs  Drug  Stores 

01 

34 

21 

13 

1.12 

3.26 

20.6 

-12 

40 
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30.2 

2.71 

2.63 

2.87 

2.86 

5.2 
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03 
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1 1 

17 

1.60 

3.75 

39.0 

17 

61 
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55.8 

0.84 
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1.58 

2.85 

5.3 

ledco  Containment  Services 

06 

35 

5 

51 

0.04 

0.12 

145.2 

13 

87 

379 

202.7 

0.43 

0.68* 

0.92 

0.82 

6.1 
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1 1 

0.00 
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-3 
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The  Old-Fashioned  Way. 


So  you  want  to  start  a  revolution  in  a  $50 
billion  industry?  Start  a  direct-market  personal 
computer  company  in  the  Midwest.  Manufac- 
ture high-quality,  high-perfonnance  computers 
with  the  latest  technology.  Keep  your  overhead 
low  so  you  can  sell  your  products  at  the  best 
prices  on  the  market.  Give  your  customers 
friendly,  personal  service.  And  never  get 
greedy.  Always  offer  the  best  value. 

This  was  Ted  Waitt's  business  strategy 
when,  seven  years  ago,  he  started  a  company 
called  Gateway  2000.  You'd  hardly  call  it  a 
radical  plan,  and  yet  the  effects  have  been  quite 
revolutionary.  Gateway  has  grown,  almost 
unnoticed,  to  exceed  $1  billion  in  annual 
revenue.  The  latest  International  Data  Corp. 
research  shows  Gateway  2000  with  a  3.6% 
share  of  the  U.S.  PC  market,  compared  to 
Compaq  with  3.5%  and  Dell  with  2.1%.  And 
Gateway  has  managed  to  do  this  while  making 
better  profits  than  any  other  company  in  the 
DOS-based  PC  market. 

What  you  see  other  computer 
makers  doing  today 
-  struggling  in 
vain  to  get  their 
overhead  down, 
cutting  comers  on 
quality,  features  and 
performance  to  get  their 
prices  down  -  is  a  reaction  to 
Gateway's  phenomenal  success. 
They  know  they  have  to  change  the  way 
they  do  business  to  compete  with  the  value 
Gateway  2000  offers. 


Why  is  Gateway  causing  such  a  stir? 
Maybe  it's  because  old-fashioned  value  is 
never  out-of-style.  You  still  like  to  get  a  good 
buy  on  quality  products.  You  still  like  great 
service.  You  still  want  to  buy  from  a  company 
you  can  trust,  a  company  that  will  be  there  for 
you.  That's  what  you  get  from  Gateway  2000. 

When  you're  shopping  for  a  computer, 
remember  where  the  value  revolution  started 
and  give  us  a  call.  We  sell  a  complete  line  of 
PCs  and  computer  products  including  printers, 
software,  multimedia  components  and 
peripherals.  Whether  you're  a  Fortune  500 
company,  a  small  business  or  an  individual, 
we'll  give  you  the  kind  of  value  you  thought 
was  a  thing  of  the  past. 


The  HandBook'"  is  a  good  example  of  the 
value  we  offer.  This  tiny  hut  powerful 
PC  is  one  of  Popular  Science 
magazine 's  "Best  of 
What 's  New "  products  for 
IW.  The  HandBook 
measures  less  than  6.\  10 
inches  and  weighs  only  2. 75 
pounds,  yet  it  delivers  286-class 
performance  with  a  comfortable 
touch-typing  keyboard,  great  batter}' 
life,  1MB  RAM,  a  40MB  hard  drive,  a  hacklit 
CGA  screen,  .software  and  carrying  case. 
All  for  $1,295. 


GAmmvTooo 


"You'm'  vol  a  fru'iul  111  ihr  businc',\  " 

GATEWAY 

800-428-3929  •  605-232-2000  •  Fax  605-232-2023 
610  Gateway  Drive  •  North  Sioux  City,  SD  57049-2000 
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05 

9 

9 

37 

0.00 

0.00 

36  2 

NA 

21 

38 

NA 

-9  73 

0.23 

NA 

0.64 

10.9 

Rite  Aid 

02 

24 

1  1 

15 

0.55 

2.30 

87.9 

1  1 

66 

298 

48.0 

1.43 

1.61 
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1.81 
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CROUP  AVERAGE 

52 

10 

19 

1.28 

2.60 

269.9 

-16 

54 

611 

67.2 

2.17 

3.00 

3.51 

3.47 

3.1 

1  2 

26 

3 

1  7 

0  40 

1  57 

67  3 

4 

83 

232 

40  6 

-Q  92 

1  52 

1 ,76 

3.4 

1 2 

7] 

1 0 

1 5 

2.84 

3  99 

312  0 

-1  7 

63 
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39  7 

4  36 

4  76 

5  3 1 

5,33 

3.6 

1 2 

77 

6 

37 

0.00 

0.00 

1 35.2 

4 

66 
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226.4 

0.67 

2.08 

4  94 

2.69 

6.7 

Bristol-Myers  Squibb 

12 

67 

12 

16 

2.76 

4,1 1 

517.9 

-24 

54 

1191 

59.6 

3.95 

4  28 
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4.87 

KB 

C  o  rt6  r~^Vo  1 1  o  c  6 

03 

36 

9 

30 

0  33 

0,93 

45.8 

-13 

33 

125 

53.6 

1  00 

1.18 

1  23 

1  80 

NM 

Lilly  (Eli) 

1 2 

63 

1  7 

1 3 

2.20 

3  52 

292.6 

-25 

64 

/  4U 

42,9 

4  50 

4  94 

7  1 1 

5.52 

2.7 

Marion  Merrell  Dow 

12 

26 

7 

10 

1.00 

3,88 

274.7 

-30 

18 

270 

29,1 

2  08 

2.48 

3.63 

2.72 

3.3 

Merck 

12 

45 

5 

21 

1.00 

2.22 

1 150.6 

-19 

53 

1 151 

47,1 

1.83 

2.15 

2.76 

2.51 

1.2 

Pfizer 

12 

78 

17 

24 

1.48 

1.89 

329.7 

-7 

67 

974 

60.0 

2  13 

3.20 

2.87 

3.86 

2.9 

Rhone-Poulenc  Rorer 

12 

49 

9 

17 

0.80 

1 .63 

138  2 

-24 

22 

1 89 

21 .9 

2  37 

2.90 

0.97 

3.65 

6.3 
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61 

77  A 

67,0 

3,01 

3.60 
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1 .4 
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58 
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z.z^ 

2.21 

1.4 

Syntex 

07 
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1 1 

1.04 

4.70 
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-54 

41 
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108.3 

1,89 
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3.8 
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(c)  HEALTH  CARE  SERVICES 
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108.6 
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1.30 
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1.57 

5.4 
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9 

8 

0  00 

0  00 
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32 
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27.2 
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NA 
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0  00 
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67 
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06 

22 

1 0 

22 

0  00 

0  00 

32  5 

56 

71 
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1 47  2 

1  37 

1  00* 

1  93 

1 .25 

6.4 

Foundation  Health 

06 

44 

9 

22 

0.00 

0.00 

23.3 

118 

95 

144 

187.1 

1.33 

2.02* 

NA 

2.30 

1.7 

1 2 

20 

3 

1 2 

0.00 

0.00 

1 57  3 

NA 

20 

103 

NA 

-0.20 

1 .69 

NA 

2.08 

1 .9 
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08 

1  8 

7 

1 9 

0  00 

0  00 

8 1  4 

56 

28 
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1 02  8 

-1  15 

0  90* 

1  67 

2.4 

Htllhaven 

05 

] 

1 5 

0  00 

0  00 

1 04  5 

23 

A  1 

4  1 

Q  1 
O  1 

48  3 

-0  77 

0  22 

NA 

0.30 

NM 

Humana 

08 

21 

13 

16 

0.90 

4  36 

158.5 

-23 

74 

389 

78.7 

2.26 

1.27* 

1.89 

1.92 

12.0 

Lifetime 

12 

17 

14 

12 

000 

000 

9.3 

-47 

56 

60 

121.3 

1.66 

1.35 

2  85 

1.72 

6.4 

Manor  Care 

05 

23 

6 

22 

0,09 

0.38 

57.3 

34 

50 

1 70 

48.5 

1.16 

1.07 

1.58 

1.23 

16.3 

National  Health  Laboratories 

12 

24 

3 

19 
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1.32 

89.1 

-26 

75 

224 
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1.05 
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1.67 
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05 
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0,48 

3.76 
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09 

46 
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26 
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0.00 

23.9 
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18 

74 
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1.10 
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3.19 

2.07 

3.4 

U.  S.  Healthcare 

12 

47 

4 

26 

0,37 

0.80 

107.4 

71 

76 

341 

278.1 

1.39 

1  76 

NM 

2.16 

3.2 

United  HealthCare 

12 

55 

9 

34 

0  02 

0  03 

68.2 

58 

93 

276 

99.4 

1.20 

1  62 

3  14 

2.03 

2.5 

Universal  Health  Services 

1 2 

1 4 

1  4 

1 0 

0,00 

0.00 

1 3.8 

2 

58 

60 

54.5 

1 .45 

1  A(\ 

Z.o4 

1 .56 

1.9 

(d)  MEDICAL  PRODUCTS 

GROUP  AVERAGE 

51 

14 

22 

0.64 

1.39 

212.8 

-5 

65 

489 

75.9 

1.93 

2.42 

2.96 

2.84 

2.8 

1 2 

3 1 

4 

2 1 

0  60(c) 

1  95 

839  2 

-1  2 

51 

900 

34  6 

1  28 

1  48 

1  73 

1.70 

1.2 

Bard  (C.  R.) 

12 

33 

8 

23 

0,52 

1.59 

52  8 

7 

69 

287 

70.4 

1.08 

1.40 

1.14 

1.70 

3.5 

Bausch  &  Lomb 

12 

58 

15 

20 

0  80 

1.38 

59.4 

0 

70 

369 

57.3 

1.42 

2.86 

2.55 

3.30 

1.2 

Baxter  International 

12 

35 

16 

15 

0  86 

2.48 

278.8 

-14 

63 

706 

50.0 

2.03 

2.26 

2.66 

2.63 

6.8 

Becton,  Dickinson 

09 

82 

38 

16 

1  20 

1.47 

37.9 

20 

81 

358 

57.6 

4  86 

5.15* 

5.75 

5.76 

1.7 

Imcero  Group 

06 

38 

16 

23 

0  40 

1.04 

76.1 

-1 1 

75 

318 

90,7 

1.37 

1.65* 

5.22 

1.97 

2.0 

Johnson  &  Johnson 

12 

50 

9 

20 

0.92 

1.83 

655.5 

-13 

58 

1075 

44.5 

2.20 

2  53 

2  86 

2.91 

1.4 

Medtronic 

04 

97 

14 

29 

0.56 

0.58 

59  6 

3 

68 

443 

68.3 

2.71 

3.37 

3.69 

4.06 

2.2 

Ovt/ens  &  Minor 

12 

23 

9 

20 

0.26 

1.16 

13.0 

12 

41 

62 

45.8 

0.75 

112 

0,94 

1.29 

2.3 

U.  S.  Surgical 

12 

66 

10 

28 

0.30 

0,45 

55.5 

-37 

69 

375 

240.2 

1.58 

2.33 

3,03 

3.10 

5.2 

13HOUSING  &  REAL  ESTATE 


INDUSTRY  AVERAGE 

29 

17 

31 

0.51 

1.54 

36.4 

35 

53 

155 

63.5 

0.17 

1.75 

1.73 

3.41 

9.8 

(a)  BUILDING  MATERIALS 

CROUP  AVERAGE 

32 

16 

33 

0.61 

1.67 

42.8 

33 

53 

161 

45.5 

-0.16 

1.83 

1.81 

3.56 

9.7 

Lafarge 

12 

13 

14 

NM 

0.30 

2  26 

59.1 

13 

17 

71 

16.1 

-0.90 

-0.19 

NA 

0.82 

37  8 

Owens-Corning  Fiberglos 

12 

34 

-24 

18 

0.00 

0.00 

42.0 

51 

78 

211 

133  5 

-12.58 

1.89 

1.29 

3.32 

1 1.7 

Ply  Gem  Industries 

12 

1 1 

1  1 

16 

0.12 

1,14 

10  5 

12 

46 

47 

39  5 

0.39 

0  67 

0.39 

0.90 

NM 

PPG  Industries 

12 

64 

26 

19 

2.00 

3,13 

106  1 

27 

49 

496 

41.2 

1.90 

3.34 

2  76 

4  29 

5.8 

RPM 

05 

17 

5 

21 

0.48 

2,77 

47.2 

14 

39 

122 

56.2 

0.73 

0.84 

0  91 

0  93 

3.5 

Sherwin-Williams 

12 

31 

1  1 

18 

0.44 

1,41 

88.2 

17 

59 

319 

41.3 

1.45 

1.69 

1.82 

1,90 

2.6 

Tecumseh  Products 

12 

54 

69 

9 

1.60 

2  96 

10,9 

4 

39 

81 

13.4 

3.89 

5.75 

3  09 

6,88 

12.8 

Texas  industries 

05 

21 

26 

76 

0.20 

0.94 

10.9 

6 

43 

56 

21.7 

0.19 

0.28 

0  29 

1,85 

NM 

Valspar 

10 

34 

8 

22 

0.36 

1.06 

21.8 

17 

62 

88 

19,4 

1,27 

1.57* 

1.76 

1.80 

1.1 

Vulcan  M  >  Aerials 

12 

46 

19 

20 

1.20 

2  59 

37.4 

27 

59 

142 

17.3 

1  38 

2.37 

1.85 

3.06 

8,2 

York  international 

12 

31 

12 

16 

0  04 

0  13 

36.9 

51 

76 

138 

101.4 

0  56 

1,90 

3.90 

2.40 

3.3 

'  (b)  CONSTRUCTION*  REAL  ESTATE 

1      GROUP  AVERAGE 

23 

20 

17 

0.37 

1.35 

33.4 

31 

58 

141 

99.9 

0.88 

1.56 

1.56 

3.07 

10.2 

1  Centex 

03 

32 

18 

17 

0,20 

0.63 

30.4 

42 

84 

205 

123.1 

1.11 

1,88 

1.95 

2  26 

9.7 

I      Kaufman  &  Brocd  Home 

1 1 

16 

9 

20 

0,30 

1  94 

34  6 

4 

51 

185 

158.2 

0  80 

0,76 

0.71 

1  28 

15.6 

Perini 

12 

18 

34 

22 

0,00 

0.00 

4.1 

64 

31 

30 

29  4 

0,27 

0-80 

0.35 

1.20 

5.8 

'  PHM 

12 

28 

17 

1  1 

0.24 

0  86 

27.3 

31 

49 

185 

1 1  1.2 

1,71 

2,65 

3  96 

3  25 

12.0 

Ryland  Group 

12 

21 

19 

12 

0.60 

2.81 

15.4 

15 

74 

99 

77  4 

0  53 

1.72 

0  82 

2.36 

7.6 
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?31  BUSINESS  WEfrK/DECEMBER  28.  1992  INVESTMENT  SCOREBO/ 


We  dorft  know  where 
innovative  technology  will  end. 

But  we  do  know 
^ere  the  center  is. 


Now  tliat  the  Cold  War  is  over,  what 
lo  we  do  with  our  Stai"  Wai's  teclmology? 
3oes  any  of  it  have  commercial 
ipplication?  Can  we  use  it  to  create 
list  century  products  that  companies 
ike  yours  can  sell? 

The  answers  aj'e  now  being  explored 
It  George  Mason  University  under 
he  auspices  of  die  Vii-ginia  Center  for 
nnovahve  Technology.  Both  of  which 


are  located  in  Fairfax  County. 

The  CIT  has  a  remarkable  record  of 
using  university  research  to  develop 
new  products  and  seiTices.  More  tlian 
550  Virginia  businesses  have  benefited 
so  far  Yours  could  be  next. 

For  more  information,  simply  call  or 
clip  die  coupon. 

For  more  innovation,  move  your 
business  to  Fairfax  Countv 


Please  send  me  mure  iri/'vrniali, 
business  in  Fairfax  County. 

.\ame  


Title   

Company 
Address 


III  I  in  Ineatiiiii  inv 


City_ 
Zip_ 


State 


Phone_ 


Fair/iu-  County  Economic  Development  .  lulhoritr 
SiOO  Boom  liouleimri  Suite  450,  I  iemm,  I  irginia  221S2 
Telephone  703-790-0600.  Fax  703-S93-I269  bhu 
I  1 


Fairfax  County,  Virginia.  The  21st  Century  Is  Here. 


iHKB^IKEK'EaiEIBEIQIgiCCIRiSEffiRe 


COMPANY 


BOOK 
REC84I  VALUE 
SHARE  pa 

FV        PRICE  SHARE 


P-E 
RATIO 
1992 

EST 


1992 
DIVt 
DEND 

RA-5 


SHRS. 
OUT. 

wis 


1992 
MARKET 

VAIUE 
CHANGE 


EARNINGS  PER  SHARE 


iNSTITUTIONAL 
HOLDINGS 


1992 

TURN- 
OVER 


1991 
ACUAL 


ISES 
1992 
ANALYST 

EST. 


1993  ESTIMATES 


5ASED 

ON 
5-YEAR 

TREND 


14  LEISURETIME  INDUSTRIES 


INDUSTRY  AVERAGE  29       12      26      0.33       1.08      90.2       30       59     241      93.1       1.19       1.48      1.57       1.87  17.4 


(o)  EATING  PLACES 

GROUP  AVERAGE 

20 

6 

19 

0.19 

0.90 

93.7 

20 

52 

212 

69.9 

0.78 

0.99 

1.19 

1.22 

44.1 

Bob  Evans  Farms 

04 

20 

7 

19 

0  25 

1,24 

41  9 

4 

36 

128 

61.4 

0.94 

1.06 

1.10 

1.18 

3.' 

Foodmaker 

09 

12 

6 

18 

0.00 

0.00 

38.5 

NA 

31 

83 

NA 

0.01 

0.67' 

0.05 

1.02 

2.C 

McDonald's 

12 

49 

15 

1 9 

0.40 

0,82 

363.9 

31 

64 

81 1 

50.2 

2.35 

2.63 

3.01 

2.99 

1-: 

Morrison  Restaurants 

05 

28 

8 

18 

0.48 

1.72 

24.6 

60 

45 

1  13 

1  06  2 

1,31 

1.51 

1.48 

1 .73 

6.( 

Shoney's 

10 

24 

-5 

21 

0.00 

0.00 

41.4 

4 

64 

189 

92.4 

0,94 

1.16 

0.84 

1.41 

3.i 

Sizzler  International 

04 

10 

10 

18 

0.16 

1 .60 

29.2 

-22 

64 

79 

38.9 

0,75 

0  55 

0.54 

0.73 

71.; 

TW  Holdings 

12 

4 

0 

NM 

0.00 

0.00 

111.8 

27 

60 

57 

41 .6 

-0.61 

-0.32 

NA 

-0.06 

266.; 

\^6nd^'s  1  ntGrnotionol 

1 2 

1 3 

2 1 

0  24 

1  8 1 

98  5 

36 

49 

232 

98  2 

0  52 

0  63 

1  33 

0  74 

2  - 

(b)  ENTERTAINMENT 

34 

15 

23 

0.34 

0.82 

275.9 

43 

45 

483 

83.9 

0.93 

1.51 

1.46 

1.83 

5.4 

Blockbuster  Entertainment 

12 

1  8 

4 

23 

0.02 

0.1  1 

1  85.2 

67 

44 

284 

1 1 1 .3 

0.56 

0.75 

1 ,45 

0.95 

5.. 

Disney  (Walt) 

09 

42 

9 

28 

0.21 

0.50 

524.1 

48 

40 

720 

78.8 

1 .20 

1 .52* 

1 .83 

1 .83 

4.1 

Paramount  Communications 

10 

44 

34 

19 

0.80 

1 .84 

1 18.4 

13 

52 

444 

61 .6 

1.03 

2.27 

1.10 

2.71 

5.< 

(c)  HOTEL  &  MOTEL 

GROUP  AVERAGE 

41 

13 

23 

0.25 

0.66 

48.4 

47 

62 

195 

109.7 

1.58 

1.87 

1.77 

2.32 

8. 

Caesars  world 

07 

40 

1  6 

1 3 

0.00 

0.00 

24.3 

22 

76 

- 

1 58 

22 1 .3 

2.09 

3.01 ' 

2.79 

3.13 

7., 

NilfvUS   Villous  EllldUIISCS 

01 

55 

7 

25 

0.00 

0.00 

57.2 

48 

84 

254 

82.9 

1 .84 

2  2 1 

2.63 

2.66 

3.' 

Hilton  Hotels 

12 

47 

21 

21 

1.20 

2.57 

47.6 

16 

35 

236 
 — 

57.6 

1.76 

2.28 

1.86 

2^69 

5.( 

Marriott 

1 2 

20 

6 

25 

0.28 

1 .37 

1 00.3 

29 

38 

207 

67.0 

0.80 

0.80 

0.50 

1.14 

14.1 

Mirage  Resorts 

12 

33 

1  8 

25 

0.00 

0.00 

27-4 

49 

60 

1 30 

1 47.7 

2.01 

1 .3 1 

1 .06 

2.16 

13. ( 

Promus 

1 2 

48 

1  3 

30 

0.00 

0.00 

33-8 

1 1 8 

80 

1 85 

8  :  9 

1 .00 

1 .61 

NA 

2.14 

5 

(d)  OTHER  LEISURE 

GROUP  AVERAGE 

28 

13 

32 

0.44 

1.41 

67.9 

25 

64 

226 

99.5 

1.31 

1.57 

1.72 

2.05 

8.) 

American  Greetings 

02 

49 

25 

16 

0.86 

1.77 

36.3 

19 

83 

281 

123.3 

2.80 

3.04 

4.37 

3.53 

2.( 

Brunswick 

12 

15 

10 

30 

0.44 

2.86 

95.1 

19 

65 

248 

63.0 

-0.27 

0.52 

0.38 

1.1 1 

27.( 

Carnival  Cruise  Lines 

1 1 

32 

10 

16 

0.56 

1.74 

141.1 

23 

23 

203 

32.3 

1.85 

1.99 

2.1 1 

2.29 

4.) 

Eastman  Kodak 

12 

42 

21 

12 

2.00 

4.78 

325.1 

-13 

54 

750 

61.9 

0.05 

3.46 

0.39 

4.03 

4.; 

Fisher-Price 

12 

22 

8 

18 

0.05 

0,23 

32.0 

37 

54 

166 

100.6 

NA 

1.22 

NA 

1.60 

8.1 

Fleetwood  Enterprises 

04 

45 

21 

19 

0.92 

2.03 

22  8 

31 

64 

192 

1 12.1 

1.76 

2.43 

1.83 

2  69 

9( 

Harley-Davidson 

12 

36 

8 

25 

0.00 

0.00 

35.8 

61 

70 

164 

165.2 

1.04 

1  46 

1.55 

1.94 

4. 

Harmon  International  Industries 

06 

13 

10 

33 

0.00 

0,00 

10.8 

80 

55 

43 

61.1 

-2.26 

0.39' 

0.52 

1.08 

7.- 

Hasbro 

12 

36 

12 

18 

0.20 

0.56 

86.9 

33 

70 

314 

53.1 

0.94 

1,93 

1.91 

2.24 

4.< 

Huffy 

12 

15 

10 

14 

0.30 

1.97 

12.7 

-33 

57 

85 

1 19.5 

1.52 

1.09 

1.74 

1.37 

5. 

Mattel 

12 

27 

5 

18 

0.20 

0,75 

95,8 

22 

72 

320 

95.4 

1.23 

1.49 

2  22 

1.75 

4.( 

Musicland  Stores 

12 

14 

6 

15 

0.00 

0,00 

30,1 

NA 

45 

91 

NA 

0.39 

0.90 

0.60 

1.19 

11. 

Outboard  Marine 

09 

22 

23 

216 

0.40 

1,85 

19,5 

23 

79 

148 

101.3 

-4  42 

0.10* 

0.06 

1.42 

21-1 

Polaroid 

12 

32 

17 

14 

0.60 

1,86 

46,8 

16 

77 

234 

99.4 

12.54 

2.35 

5.44 

2.67 

6.- 

Tyco  Toys 

12 

15 

1  1 

12 

0.10 

0,68 

28,5 

25 

89 

157 

204.6 

1.14 

1.25 

0  93 

1.59 

10.; 

15  MANUFACTURING 

INDUSTRY  AVERAGE 

31 

15 

29 

0.62 

1.84 

48.5 

20 

60 

211 

66.4 

0.58 

1.51 

2.03 

2.14 

ii.i 

|a|  GENERAL  MANUFACTURING 

GROUP  AVERAGE 

37 

14 

20 

0.75 

1.92 

74.8 

6 

60 

285 

50.1 

1.50 

2.10 

2.26 

2.41 

SA 

Alliant  Techsystems 

03 

24 

18 

6 

0.00 

0.00 

9.6 

1 1 

71 

89 

90.6 

4.57 

3.88 

NA 

3.32 

12.; 

Avery  Dennison 
Corning 

12 

28 

14 

20 

0.88 

3.17 

60,7 

8 

60 

308 

41,0 

1.02 

1.41 

0.71 

1.77 

7.: 

12 

40 

1 1 

21 

0.60 

1.52 

194,6 

4 

60 

514 

57.0 

1.66 

1.85 

2.03 

2.20 

4. 

Crane 

12 

23 

9 

14 

0.75 

3.26 

30.5 

-3 

59 

199 

30.8 

1 -41(b) 

1.65 

1.71 

2.15 

14.( 

Duracell  International 

06 

35 

9 

25 

0.32 

0.91 

1  12.8 

3 

37 

203 

46.9 

0.50 

1  43* 

NA 

1.49 

4.( 

First  Brands 

06 

27 

12 

14 

0.04 

0.15 

21.7 

4 

87 

125 

97  8 

2.21 

1.91* 

3.01 

2.41 

3.; 

Harsco 

12 

35 

19 

1  1 

1.32 

3.77 

25.7 

15 

62 

158 

45.7 

2.91 

3.26 

3.38 

3.33 

3.( 

Hillenbrand  Industries 

1  1 

42 

7 

27 

0.35 

0,84 

71,6 

16 

36 

199 

17.1 

1.22 

1,53 

1.63 

1.82 

3.i 

illinois  Tool  Works 

12 

64 

25 

19 

0.96 

1,49 

55.9 

1 

70 

331 

25.1 

3.25 

3.46 

4  07 

3,93 

2.. 

Jostens 

06 

31 

8 

21 

0.88 

2,83 

41.1 

-9 

65 

258 

55.9 

1.58 

1.50* 

1,77 

1,66 

2.i 

Mark  IV  Industries 

02 

15 

9 

13 

0,09(d) 

0,60 

38.0 

32 

46 

100 

56.4 

0.93(b) 

1.13 

1.26 

1,36 

4.' 

Minnesota  Mining  &  Mfg. 

12 

102 

31 

18 

3.20 

3,14 

219.1 

7 

66 

885 

31,5 

5.26 

5.71 

6.32 

6.45 

\.< 

Newell 

12 

43 

1 1 

22 

0.60 

1,39 

78,0 

19 

60 

335 

63,9 

1.81 

1.97 

2,72 

2.28 

1.( 

Parker  rionnifin 

06 

28 

20 

22 

0.96 

3,38 

48,4 

-7 

73 

257 

46  6 

1,23 

1.32* 

1,26 

1.74 

6.! 

Rubbermcid. 

12 

34 

6 

29 

0,39 

1,15 

160,2 

-1 1 

44 

419 

33.1 

1,02 

1.15 

1.34 

1.33 

Trinovc 

12 

22 

13 

44 

0,68 

3,1 1 

28  2 

1 1 

69 

185 

61,8 

-6  52 

0.50 

0.43 

1.30 

20.( 

(b)  MACHIN   &  >;ANDT00LS 

GROUPA  a/.GE 

24 

15 

20 

0.59 

2.22 

33.6 

14 

59 

168 

59.8 

-0.31 

1.01 

1.42 

1.65 

16.4 

Black  &  Citker 

12 

20 

16 

24 

0,40 

2,03 

83.4 

57 

68 

271 

129,3 

0,81 

0  82 

0.69 

1.32 

15.; 

Cincinnati  Wiccron 

12 

16 

5 

27 

0,36 

2.22 

27.4 

38 

67 

151 

53,8 

-3  04 

0.61 

NA 

1.01 

18.f 

Clark  Ecj'jif  -nsm 

12 

20 

17 

NM 

0.00 

0.00 

17.3 

-15 

66 

126 

76.0 

-5.40 

-1.36 

NA 

1.05 

58. 

Danaher 

12 

23 

12 

18 

0.00 

0-00 

28  4 

15 

37 

82 

20.6 

0.47 

1.26 

0.89 

1.95 

6.; 

Kennametci! 

06 

27 

23 

22 

1.16 

4.36 

10.8 

-15 

68 

113 

60.2 

2.00 

1.20* 

1.69 

1.66 

4.! 

Snap-on  To  .'ls 

12 

29 

16 

17 

1.08 

3.77 

42.4 

-1  1 

70 

226 

46.1 

1.75 

1.69 

1.69 

2.05 

8.{ 

SPX 

12 

19 

15 

12 

0.40 

2.08 

13.9 

47 

50 

127 

57.1 

-1.40 

1.67 

1.26 

1.55 

12.: 

Stanley  Works 

12 

40 

15 

19 

1.32 

3.30 

45,4 

-2 

49 

249 

35.4 

2.31 

2.16 

2.31 

2.64 

6.i 
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The  Bigger  You  Think,  The  Smaller  It  Gets 

With  BTs  Global  Network  Services,  You're  Always  in  Touch. 


Going  Further.  Global 
operations  can  bring  new  chal- 
lenges— cultural,  technical, 
practical.  But  BT  ^"^  makes  it 
smoother  and  simpler,  because 
we've  been  there.  We  are  there. 
Our  international  presence  is 


unmatched  by  any  other  com- 
munications company.  Tliat 
means  y(ju  can  cross  conti- 
nents and  cultures  and  stay  in 
control.  No  matter  what  you 
choose  from  BTs  global  portfo- 
lio, BT  goes  further  for  you. 


Staying  Closer.  At  BT,  we  To  find  out  how,  call  for  our 

make  it  our  business  to  know  Going  Further,  Staying  Closer 

yours.  We  tailor  our  technology  brochure.  1-800-872-7654 

to  deliver  the  right  solutions  for  in  the  U.S.,  or  1-800-874-7654 


you.  Your  investment  is 
future-ijroof,  with 
BT  as  your  partner. 


Going  Further  Staying  Closer^". 


GLOBAI,  NETWORK  SERVICES""'.  FRAME  RELAY,  VIDEOCONFERENCING,  EDI,  ELECTRONIC  TRANSACTION  SERVICES.  MESSAGING, 
FINANCUU. TRADING  SYSTEMS,  AND  GLOBAL  NETWORK  OUTSOURCING  FROM  SYN(pRDIA'". 


COMPANY 


BOOK  P-E 

RECENT    VAIUE  RATIO 

SHARE      PER  1992 

PRICE     SHARE  EST 


1992 
DIVI- 
DEND 
RATE 


SHRS 
OUT 
MILS 


1992 

MARKET 

VALUE 
CHANGE 


1992 

INSTITUTIONAL  TURN- 
HOLDINGS  OVER 


EARNINGS  PER  SHARE  

1993  ESTIMATES 

IBES  BASED  FROM  ANALYSTS 
1992           ON  IBES  VARIA 

1991         ANALYST  5-YEAR  CON-  TION 

ACTUAL  EST  TREND  SENSUS 


SPECIAL  MACHINERY 


GROUP  AVERAGE 

34 

18 

44 

0.67 

1.77 

41.0 

18 

65 

222 

81.8 

0.62 

1.54 

2.56 

2.34 

15.6 

Applied  Materials 

10 

36 

12 

33 

0.00 

0.00 

39.1 

138 

84 

167 

285.0 

0.76 

1.09* 

4,34 

1,67 

60 

Briggs  &  Stratton 

06 

51 

21 

14 

1.68 

3-31 

14.5 

15 

78 

210 

65,1 

2.52 

3.56* 

3,56 

3.83 

3  4 

Caterpillar 

12 

57 

38 

NM 

0.60 

1.06 

101  0 

29 

70 

446 

74.8 

-4.00 

-1.43 

NA 

2  44 

36.1 

Deere 

1 0 

39 

36 

301 

2.00 

5.11 

76.3 

-1  8 

78 

446 

84.8 

-0  27 

0.13 

0, 1  1 

1 ,98 

34.8 

Dover 

12 

45 

14 

20 

0.88 

1.98 

57.2 

3 

61 

286 

27.6 

2.15 

2.26 

2.54 

2.63 

4.2 

FMC 

12 

50 

12 

10 

0.00 

0.00 

35.6 

5 

62 

262 

43.4 

4.77 

5.04 

5.05 

5.20 

5.2 

General  Signal 

12 

56 

26 

15 

1.80 

3.22 

19.7 

7 

77 

227 

59,9 

3.32 

3.78 

4.63 

4.31 

3.9 

Goulds  Pumps 

12 

24 

1  1 

16 

0.80 

3.40 

211 

2 

58 

115 

111.2 

1.51 

1.44 

1.70 

1.60 

5.0 

Harnischfeger  Industries 

10 

17 

21 

9 

0.40 

2.30 

29.0 

-22 

77 

197 

68  5 

2.08 

1.95* 

3.44 

1.67 

10.2 

Ingersoll-Rand 

12 

32 

16 

20 

0.70 

2.20 

104.5 

16 

63 

393 

52  4 

1.46 

1.55 

1.84 

1.87 

7.0 

Interlake 

12 

4 

-10 

NM 

0.00 

0.00 

22.0 

31 

44 

97 

48.6 

-1.31 

-0.64 

NA 

0.29 

62.1 

Joy  Technologies 

02 

1 1 

1 

26 

0.00 

0.00 

31.5 

-28 

56 

53 

35  9 

-0.10 

0.42 

NA 

1,16 

17.2 

Pentair 

12 

40 

24 

14 

0  98 

2.45 

10.5 

0 

65 

1  1  1 

88.1 

3.02(b) 

2.96 

3.19 

3.26 

6.7 

Stewart  &  Stevenson  Services 

01 

35 

9 

26 

0.20 

0.58 

32.5 

14 

63 

184 

177.9 

118 

1.35 

1.77 

1,71 

2.3 

Timken 

12 

28 

33 

75 

1.00 

3.62 

30.4 

18 

52 

200 

35.2 

-1.21 

0.37 

0  73 

1.32 

40.2 

Tyco  Laboratories 

06 

40 

23 

19 

0.36 

0.91 

46.2 

13 

64 

230 

48.2 

2.57 

2.06* 

2.43 

2.48 

4.4 

Varity 

01 

23 

10 

63 

0.00 

0.00 

25.2 

78 

52 

151 

84.3 

-7  87 

0.37 

0.56 

2.39 

16.3 

(d)  TEXTILES 


GROUP  AVERAGE 

22 

13 

25 

0.37 

1.54 

31.2 

54 

51 

106 

72.2 

-0.26 

0.90 

1.14 

1.78 

10.8 

Albany  International 

12 

14 

9 

63 

0.35 

2.43 

25,6 

-9 

50 

93 

41.3 

0.41 

0.23 

0  17 

0.76 

28.9 

Burlington  Industries  Equity 

09 

14 

7 

NM 

0.00 

0.00 

67.5 

NA 

70 

61 

NA 

-9  58 

-2  42* 

NA 

1  40 

10.7 

Delta  Woodside  Industries 

06 

15 

12 

9 

0.40 

2.76 

26.4 

-23 

50 

97 

97.1 

1.27 

1.62* 

1.01 

1.54 

17.5 

DWG 

04 

14 

3 

38 

0.00 

0.00 

25.9 

324 

13 

30 

94.3 

-0  29 

0.36 

NA 

1.75 

NM 

Fieldcrest  Cannon 

12 

18 

23 

1  1 

0.00 

0.00 

12.0 

71 

46 

74 

128.1 

0.30 

1.66 

0,74 

1.95 

5.1 

Guilford  Mills 

06 

25 

15 

14 

0.60 

2.40 

13.8 

14 

48 

75 

49  3 

1,02 

1.85* 

1,44 

2.21 

6.3 

Interface 

12 

12 

12 

18 

0.24 

1.94 

17.3 

4 

71 

67 

77.2 

0.52(b) 

0,70 

0,64 

1.00 

14.0 

Shaw  Industries 

06 

27 

7 

29 

0.30 

1.13 

66.0 

61 

58 

207 

83.3 

0.58 

0,93* 

1,06 

1.49 

4.7 

Springs  Industries 

12 

36 

33 

15 

1.20 

3.31 

17.6 

15 

42 

172 

38.7 

1  53 

2,48 

1,84 

3.23 

6.8 

Unifi 

06 

42 

1 1 

27 

0.60 

1.42 

39.7 

27 

63 

181 

40.3 

1.62 

1.56* 

2.22 

2.42 

2.9 

16  METALS  &  MINING 


INDUSTRY  AVERAGE  30       21       25       0.67        1.96       50.4        18       58     205     64.9     -0.60       0.73       1.94       1.94  60.4 


(a)ALUMINUM 

GROUP  AVERAGE 

38 

35 

25 

1.10 

3.13 

72.5 

-5 

60 

296 

64.4 

1.42 

1.01 

1.65 

2.20 

97.0 

Aluminum  Co.  of  America 

12 

70 

57 

23 

1.60 

2.28 

85,7 

10 

78 

523 

91,1 

0.71 

2.99 

1.56 

4.95 

25  3 

Amox 

12 

17 

24 

NM 

0.80 

4,67 

875 

-14 

68 

275 

62,3 

0.34 

-1.01 

NA 

0.40 

145.0 

Kaiser  Aluminum 

12 

9 

10 

17 

0.20 

2  25 

57.3 

-16 

1 1 

29 

17.4 

2,03 

0.51 

NA 

0.30 

183.3 

Reynolds  Metals 

12 

54 

50 

35 

1.80 

3,32 

59.7 

-1 

81 

357 

86.6 

2,60 

1,54 

1.75 

3.14 

34.4 

(b)  STEEL 

GROUP  AVERAGE 

28 

17 

31 

0.59 

1.73 

41.4 

25 

60 

152 

55.1 

-2.22 

0.01 

1.95 

1.58 

70.0 

Allegheny  Ludlum 

12 

32 

12 

20 

0.88 

2  77 

32  9 

15 

44 

113 

30  9 

1,25 

161 

1.51 

2.23 

20.6 

Armco 

12 

6 

5 

NM 

0.00 

0  00 

103.4 

36 

62 

176 

47.5 

-3  89 

-0.93 

NA 

0,15 

260.0 

Bethlehem  Steel 

12 

15 

7 

NM 

0.00 

0,00 

90,5 

30 

69 

215 

83.1 

-10,41 

-2.95 

NA 

0.57 

1 17.5 

Carpenter  Technology 

06 

49 

33 

30 

2,40 

4,90 

8,2 

3 

63 

107 

46.2 

3.52 

1.63* 

4.58 

3.33 

14.1 

Commercial  Metals 

08 

25 

20 

21 

0,52 

2,10 

10.7 

15 

44 

48 

15.6 

1.12 

1.16* 

1.46 

1.62 

19.1 

Inland  Steel  Industries 

12 

23 

31 

NM 

0,00 

0  00 

35  2 

20 

71 

173 

64.3 

-9  88 

-3  83 

NA 

0.37 

224.3 

Lukens 

12 

41 

20 

17 

1.00 

2,45 

14.4 

75 

65 

148 

77.3 

1.68 

2.38 

2.49 

3.24 

12.0 

Nucor 

12 

70 

18 

39 

0.28 

0,40 

43.3 

57 

72 

259 

43  0 

1.50 

1.79 

1.86 

2.73 

9.5 

Quanex 

10 

19 

12 

69 

0.52 

2.70 

13,0 

-7 

81 

105 

108.7 

1.02 

0.28* 

0,80 

1.13 

29.2 

USX-U.  S.  Steel  Group 

12 

31 

31 

NM 

1.00 

3.23 

59.5 

32 

74 

251 

85.9 

-10.00 

-0.45 

NA 

2.43 

53.1 

Weirton  Steel 

12 

4 

8 

NM 

0.00 

0.00 

26.2 

25 

37 

24 

9  2 

-3  49 

-1.68 

NA 

-0.30 

NM 

Worthington  Industries 

05 

22 

7 

20 

0.48 

2  18 

59,6 

-5 

44 

202 

49.4 

0.94 

1.09 

0.97 

1.40 

10.7 

(c)  OTHER  METALS 

GROUP  AVERAGE 

29 

K 

18 

0.57 

1.69 

53.3 

22 

53 

250 

82.1 

1.04 

1.82 

2.02 

2.41 

24.4 

Asarco 

12 

24 

36 

22 

0.80 

3,32 

41.4 

13 

56 

239 

80.8 

1.12 

1.09 

0.81 

2.25 

42.7 

Cyprus  Minerals 

12 

30 

21 

14 

0.80 

2.69 

39.3 

31 

55 

272 

120.1 

0.72 

2.16 

1,91 

3.48 

23.3 

Magma  Copper 

12 

13 

15 

9 

0,00 

0.00 

31.0 

127 

36 

100 

121.0 

-3.76 

1.42 

2.05 

1.94 

22.7 

Newmont  Gold 

12 

33 

8 

35 

0.05 

0.15 

104.9 

-18 

NA 

NA 

13.9 

1.20 

0.94 

1.21 

1,15 

23.5 

Newmont  Mining 

12 

38 

4 

26 

0.60 

1.57 

68  1 

-5 

32 

275 

45.7 

1  39 

1.46 

1,10 

1.40 

24.3 

Phelps  Dodge 

12 

48 

29 

12 

1.65 

3.47 

70.2 

43 

74 

485 

138.0 

3  93 

4.06 

5,12 

4.88 

19  7 

Precision  Castports 

03 

19 

19 

12 

0.12 

0.64 

17  9 

-40 

68 

126 

55,4 

2.67 

1.62 

1.90 

1.80 

14  4 

17NONBANK  FINANCIAL 

INDUSTRY  (AVERAGE 

181 

121 

16 

0.97 

2.46 

67.1 

15 

54 

226 

56.5 

7.89 

7.08 

10.59 

9.16 

17.6 

(a)nfcA»CIAl-..^ilv'CES 

G»Ot.<S>  AVERAGE 

513 

331 

14 

0.92 

2.10 

96.8 

9 

60 

313 

60.9 

19.93 

17.62 

23.03 

22.76 

7.7 

Alexander  &  Alexander  Services 

12 

26 

10 

22 

1.00 

3  86 

40.8 

26 

71 

180 

39  2 

-0.25 

1.19 

1.07 

1.42 

16.2 

Alleghany 

12 

120 

1  19 

13 

0.00(d) 

0.00 

6,5 

10 

57 

82 

6.7 

3.33 

9.25 

6.08 

10.50 

20.2 

American  Express 

12 

23 

15 

17 

1  00 

4,37 

477,7 

13 

65 

692 

61.2 

1.59 

1.31 

1.21 

2.52 

5.2 

Bear  i  teams 

06 

17 

1 1 

6 

0.57(d) 

3.44 

105  2 

1 

56 

233 

79.3 

1.18 

2  57* 

2.01 

2.52 

8.3 

1     Benefici  i! 

12 

62 

46 

1 1 

2.80 

4.52 

25  9 

-5 

73 

258 

48.8 

5  80 

5.85 

5.88 

6.90 

2.8 

I     Berkshire  Hathaway 

12 

10725 

6990 

34 

0.00 

0.00 

1,1 

19 

1 1 

129 

3.1 

384.00 

315.00 

434.86 

425.00 

NM 

Block  (K&Ri 

04 

39 

5 

23 

1.00 

2.55 

105,9 

2 

66 

397 

49.4 

1.49 

1.74 

2  01 

1.96 

2.0 
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INVESTMENT  SCOREBO, 


COMPANY 


BOOK 
RECENT  VAIUE 
SHARE  PER 
PRICE  SHARE 


P-E 
RATIO 
1992 

EST 


1992 

DIVI. 
DEND 
RATE 


SHRS 
OUT 

Mils 


1992 
MARKET 
VAIUE 
CHANGE 


1992 

INSTITUTIONAL  turn- 
HOLDINGS  OVER 


EARNINGS  PER  SHARE 

1993  ESTIMATES 


IBES  BASED  FROM  ANALYSTS 

1992  ON  IBES  VARIA- 

1991         ANALYST  SYEAR  CON-  TION 

ACTUAL           EST  TREND  SENSUS  % 


Broad 

09 

25 

14 

14 

0.28 

1.10 

31.9 

30 

50 

103 

74.0 

1.32 

1.80" 

1.39 

2.92 

5.1 

Edwards  (A.  G.) 

02 

25 

12 

10 

0.52 

2.05 

45.0 

-15 

43 

143 

64.6 

2.35 

2.46 

3.28 

2.71 

8.1 

Equifax 
Fannie  Mae 

12 

19 

4 

18 

0.52 

2  77 

82.3 

18 

63 

246 

513 

0.66 

1.05 

0.91 

1  26 

4.8 

12 

74 

24 

13 

1.60 

2.16 

273  0 

7 

87 

912 

69.1 

5.33 

5.88 

8.94 

6.68 

1.9 

Federal  Home  Loan  Mortgage 

12 

47 

15 

14 

0.76 

1.61 

180.0 

3 

76 

452 

67.7 

3.08 

3.41 

3.84 

4,09 

3.2 

First  Financial  Management 

1 2 

38 

1 9 

1  8 

0.10 

0.26 

58  3 

48 

7 1 

274 

73.7 

1 .92 

2.16 

2.96 

2 ,42 

J  .O 

Loews 

12 

1  17 

91 

1  1 

1  00 

0.86 

65.1 

3 

52 

400 

31.0 

13.14 

10.61 

12.74 

12.38 

6.0 

Marsh  &  McLennan 

12 

92 

16 

22 

2.70 

2  93 

72.6 

15 

61 

420 

31.2 

4.18 

4.27 

4.28 

4  72 

3  8 

ivierriM  Lyncn 

1  o 
i  L 

oU 

44 

O 

1 .20 

1 .99 

1  (J  J.  J 

~>y 

J  o4 

1  1  Z.Z 

8  00 

6  16 

6  57 

7  0 

Morgan  Stanley  Group 

C\  1 
U  1 

Do 

J  J 

o 
y 

0.96 

1   Q  1 

1  .o  1 

/o.  I 

A  A 

0  A7 

Oo.D 

5  72 

6  35 

5  69 

12.1 

PaineWebber  Group 

12 

24 

20 

7 

0.48 

1 .99 

43.1 

5 

56 

119 

138.5 

3.15 

3.63 

4.47 

2.97 

12.8 

Primerica 

12 

48 

34 

9 

0.80 

1.68 

no.3 

23 

73 

384 

54.1 

4.27 

5.18 

5.80 

5.52 

4.3 

Salomon 

1 2 

37 

30 

8 

0.64 

1-7  1 

1.71 

1 1 5.6 

25 

65 

T  on 
J  .yu 

4  44 

6  60 

3  93 

1 8  3 

Schwab  (Charles) 

1 2 

25 

6 

1 4 

0.24 

0.96 

37.9 

- 1  9 

43 

1 05 

1  1  J.U 

1 ./ J 

1  ,oy 

1 7  9 

Student  Loan  Marketing  Assn. 

12 

66 

1  1 

16 

1 .00 

1 .51 

89.9 

-13 

85 

403 

73.5 

3.55 

4.24 

5.14 

4.94 

1.6 

Transamerica 

12 

47 

37 

12 

2.00 

4.28 

78.3 

19 

64 

287 

30.4 

1.14 

3  86 

1.96 

4.34 

3.9 

INSURANCE 

GROUP  AVERAGE 

45 

34 

19 

1.13 

2.76 

52.9 

22 

53 

195 

48.0 

3.38 

2.85 

3.99 

3.64 

14.8 

Aetna  Life  &  Casualty 

12 

46 

70 

16 

2.76 

6.05 

1 10.1 

4 

73 

407 

52.1 

4  59 

2.94 

2.99 

4.36 

16.5 

AFLAC 

12 

32 

13 

15 

0,44 

1.39 

82.0 

6 

49 

188 

39.5 

1.82 

2.18 

2.24 

2.54 

3.2 

American  General 

12 

54 

42 

1 1 

2.08 

3.83 

108  5 

22 

75 

443 

32.7 

4.25 

4.78 

4  99 

5.21 

1.9 

American  International  Group 

12 

115 

57 

16 

0  56 

0.49 

21 1.5 

16 

49 

747 

39.5 

7.28 

7.28 

8  60 

8.37 

2.4 

American  National  Insurance 

12 

45 

67 

10 

2.04 

4.51 

26  5 

10 

18 

61 

8.6 

4.76 

4.44 

5.10 

4  68 

3.0 

Aon 

12 

50 

29 

13 

1  68 

3.34 

65  3 

27 

51 

228 

25,1 

3.71 

3  82 

4.20 

4.15 

4  1 

Berkley  (W.  R.) 
Capital  Holding 

12 

44 

26 

16 

0  36 

0.82 

18  0 

45 

67 

87 

76.0 

2.61 

2  78 

2  49 

3.00 

7.0 

12 

66 

39 

10 

1.32 

1  99 

47  1 

6 

70 

332 

46.8 

5.33 

6.33 

6.48 

7.00 

2.0 

Chubb 

12 

89 

44 

15 

1  60 

1.79 

87  4 

17 

71 

506 

67.2 

6  32 

5.77 

6  98 

6.47 

3.9 

Cigna 

12 

57 

79 

17 

3  04 

5  36 

71.7 

-7 

81 

419 

47.4 

6.34 

3  38 

3.67 

5.31 

8  1 

Cincinnati  Financial 

12 

61 

31 

20 

1.04 

1  69 

49.7 

72 

31 

114 

21.3 

2.94 

3.07 

3.41 

3.36 

4  8 

CNA  Financial 

12 

94 

85 

42 

0.00 

0.00 

61.8 

-4 

NA 

NA 

6.8 

9.80 

2.22 

3.84 

3  90 

23.3 

Conseco 

12 

41 

17 

10 

0.08 

0  19 

24.8 

34 

54 

91 

231.7 

4.22|b) 

4.08 

7  23 

5.07 

9  5 

Continental  Corp. 

12 

28 

37 

NM 

1.00 

3.62 

54.8 

0 

75 

286 

68.1 

0.96 

-2.10 

NA 

0.78 

101.3 

Equitable 

12 

12 

9 

61 

0.20 

1  65 

142.4 

NA 

8 

36 

NA 

NA 

0.20 

NA 

0.81 

44.4 

Equitable  of  Iowa 

12 

37 

25 

1  1 

0.72 

1.95 

14.5 

79 

40 

63 

34.2 

2.19 

3.37 

3.60 

3.76 

4.3 

Geico 

12 

62 

18 

30 

0.60 

0,96 

70,7 

56 

84 

124 

6.4 

2.70 

2  08 

2  77 

2.87 

6,6 

General  Re 

12 

1 1  1 

46 

19 

1,80 

1.63 

84.6 

6 

82 

550 

58.6 

7  46 

5.69 

7.31 

6.73 

5.5 

Hartford  Steam  Boiler 

12 

55 

19 

31 

2  12 

3.85 

20.7 

-6 

48 

164 

26.0 

3.53 

1.77 

2.53 

2.90 

6.2 

Horace  Mann  Educators 

12 

27 

12 

15 

0.20 

0.75 

28.9 

19 

44 

78 

32  6 

1.57 

1.82 

NA 

2.07 

3.9 

I.C.H. 

12 

4 

1 

NM 

0.00 

0.00 

48.2 

46 

8 

37 

51.3 

-0.1  1 

0.00 

NA 

0.05 

NM 

Independent  Insurance  Group 

12 

15 

27 

138 

0.88 

5.82 

13.2 

-25 

17 

33 

12.8 

2.18 

0.1  1 

0.32 

2.07 

4.3 

Jefferson-Pilot 

12 

41 

33 

13 

1  36 

3.30 

50.7 

8 

46 

254 

36.1 

3.42 

3  23 

4.44 

3.40 

3.8 

Kemper 

12 

28 

40 

1 1 

0.92 

3  32 

49.0 

-26 

40 

146 

75.7 

4.25 

2.59 

1.63 

3  48 

1  1.5 

Lincoln  National 

12 

70 

62 

14 

2.92 

4  16 

42.0 

29 

69 

297 

42  7 

4  60 

4  84 

4  65 

5.49 

9  8 

NWNL 

12 

46 

44 

9 

1  48 

3  24 

12.0 

47 

57 

89 

91.7 

3.21(b) 

5,00 

4  50 

5  48 

7.3 

Ohio  Casualty 

Old  Republic  International 

12 

62 

45 

15 

2.68 

4  34 

18.0 

25 

54 

120 

46,7 

6.02 

4,10 

4  66 

5.12 

10.2 

12 

25 

20 

1  1 

0,40 

1.61 

47  2 

41 

68 

136 

37  8 

2.36(b) 

2  28 

3.38 

2.51 

2  4 

Orion  Capital 

12 

30 

29 

9 

0.74 

2.45 

8  4 

26 

90 

76 

56.0 

3.82(b) 

3.47 

3.63 

4.14 

6  6 

Pioneer  Financial  Services 

12 

6 

12 

12 

000(cl 

0.00 

6  7 

-8 

12 

18 

104.2 

1.02 

0.50 

0.62 

0.65 

35  4 

Progressive 

12 

80 

22 

17 

0.60 

0.75 

19.3 

35 

64 

99 

48.5 

1.22 

4.67 

2  68 

5.71 

18.0 

Provident  Life  &  Accident 

12 

26 

31 

9 

1 .00 

3.86 

45.1 

10 

45 

101 

1 9.0 

2.53 

2.90 

6.49 

3  16 

8.5 

Reliance  Group  Holdings 

12 

6 

4 

14 

0.32 

5.22 

74  6 

48 

14 

26 

8  8 

-1.60 

0.45 

0,45 

0  60 

95.0 

Safeco 

12 

56 

38 

14 

1.64 

2  94 

62  8 

15 

66 

282 

69.4 

4.14 

4.02 

4  67 

4,67 

4.9 

Selective  Insurance  Group 

12 

21 

23 

1  1 

1.12 

5.27 

13.4 

29 

37 

50 

43.0 

1.99(b) 

1.94 

1  84 

2,14 

10.3 

St.  Paul 

12 

74 

60 

20 

2.72 

3.68 

42.0 

0 

81 

372 

47.5 

9.35 

3.76 

5.68 

7.31 

8.2 

Torchmark 

12 

52 

14 

15 

1.07 

2.07 

72.7 

27 

51 

323 

35.5 

3.13 

3.54 

4.01 

3.93 

3.3 

Transatlantic  Holdings 

12 

52 

23 

18 

0.24 

0.47 

22  9 

33 

47 

95 

30.6 

3.09 

2.84 

NA 

3.56 

7.6 

Travelers 

12 

24 

40 

NM 

1.60 

6.63 

105.4 

13 

63 

302 

75.5 

2.87 

-0  72 

NA 

1,87 

17.1 

20th  Century  Industries 

12 

29 

10 

13 

0.52 

1.78 

51.4 

40 

33 

89 

19,1 

2.02 

2.18 

3.25 

2  25 

7.1 

Unitrin 

12 

39 

38 

15 

1 .20 

3,1 1 

51.8 

8 

37 

121 

25.5 

2  58 

2.65 

NA 

2.99 

7.4 

UNUM 

12 

51 

24 

15 

0.66(c) 

1.30 

67.4 

26 

69 

301 

48,7 

3.08 

3.34 

5.13 

3.72 

2.7 

USF&G 

12 

14 

10 

NM 

0.20 

1.47 

84.5 

88 

25 

200 

106.0 

-2.15 

-1.16 

NA 

0.29 

103.4 

USLife 

12 

50 

67 

9 

1 .80 

3.64 

1 5.0 

3 

55 

2 1 0 

50.6 

4.83 

5.30 

5.48 

5.62 

3.0 

Washington  National 

12 

23 

31 

13 

1.08 

4  62 

9.9 

48 

61 

47 

33.1 

-0  33 

1.75 

NA 

2.03 

3.4 

Zenith  National  Insurance 

12 

17 

16 

1 1 

1.00 

5.97 

19,0 

0 

56 

44 

23.3 

2.28 

1.46 

1.71 

1.81 

13.3 

SAVINGS  &  LOAN 

GROUP  AVERAGE 

14 

ai 

7 

0.32 

1.73 

55.1 

-6 

59 

150 

92.0 

-1.17 

1.10 

2.38 

1.76 

60.5 

Ahmanson  (H.  F.) 

12 

17 

23 

9 

0.88 

5.14 

1 16.2 

-1 

87 

275 

55.1 

2.06 

1.84 

1.80 

1.91 

8.9 

CalFed 

12 

2 

31 

NM 

0.00 

0.00 

25.7 

-33 

24 

36 

156.9 

-5.15 

-1.34 

NA 

0.21 

100,0 

Coast  Savings  Financial 

12 

8 

19 

5 

000 

0  00 

16.1 

2 

65 

54 

105.3 

2.68 

1  68 

1.62 

1.87 

12.8 

Dime  Savings  Bank  of  N.  Y. 

12 

5 

12 

4 

0.00 

000 

23.2 

45 

39 

42 

103.5 

-10.27 

1.28 

NA 

0.68 

19.1 

Glenfed 

06 

1 

20 

NM 

0.00 

0.00 

34.2 

-70 

23 

40 

131.0 

-6  79 

-3.53* 

NA 

-0.39 

328.2 

Golden  West  Financial 

12 

42 

26 

10 

0.26 

0.62 

63  6 

-4 

66 

293 

40,4 

3.76 

4.41 

4.71 

4  67 

3.2 

Great  Western  Financial 

12 

15 

17 

10 

0.92 

5  98 

130.8 

-13 

81 

318 

63.3 

2.25 

1.52 

1.46 

1.90 

3.4 

Standard  Federal  Bank 

12 

23 

19 

8 

0.48 

2.12 

31.1 

25 

83 

139 

80.4 

2.1 1 

2.96 

2.33 

3.25 

3.7 
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COMPANY 


BOOK 
RECENT  VALUE 
SHARE  PER 
FY         PRICE  SHARE 


P-E 
RATIO 
1992 

EST 


1992 
DIVI- 
DEND 
RATE 


SHRS 
OUT 
MIIS 


1992 
MARKET 

VALUE 
CHANGE 


EARNINGS  PER  SHARE 

1993  ESTIMATES 


INSTITUTIONAL 
HOLDINGS 


1992 

IBES 

BASED 

FROM  ANALYSTS 

TURN. 

1992 

ON 

IBES  VARIA- 

OVER 

1991 

ANALYST 

5-YEAR 

CON-  TION 

% 

AGUAL 

EST 

TREND 

SENSUS 

18  OFFICE  EQUIPMENT  &  COMPUTERS 


INDUSTRY  AVERAGE 

38 

14 

20 

0.31 

0.71 

90.9 

24 

55 

249 

201.5 

0.79 

0.93 

1.91 

1.91 

15.4 

(a)  BUSINESS  MACHINES  &  SERVICES 

GROUP  AVERAGE 

22 

8 

19 

0.36 

1.14 

42.6 

21 

56 

146 

140.4 

1.00 

1.23 

1.22 

1.54 

8.7 

Anacomp 

09 

4 

0 

9 

0,00 

0  00 

39  7 

2 

37 

55 

93.6 

0.42 

0.42' 

0-24 

0-51 

7-8 

cue  International 

01 

27 

1 

32 

0.00 

0  00 

67.8 

69 

83 

210 

65  8 

0  37 

0  83 

059 

1-07 

5  6 

Deluxe 

12 

46 

10 

19 

1.40 

3.02 

83.7 

17 

59 

382 

29  4 

2  18 

2  45 

2-55 

2  76 

2.9 

Egghead 

03 

10 

8 

17 

0.00 

0.00 

17.0 

-40 

53 

53 

352.6 

0.92 

059 

0.91 

0.82 

11.0 

HON  Industries 

12 

23 

5 

18 

0,40 

1  74 

32  4 

20 

27 

55 

20.2 

1.02 

1  25 

1.52 

1.42 

5.6 

Intelligent  Electronics 

01 

9 

8 

28 

0  00 

0.00 

36  8 

-46 

42 

99 

389  1 

1.11 

0  33 

1.01 

0.85 

23.5 

Merisel 

12 

1 1 

7 

15 

0,00 

0.00 

29.2 

37 

59 

73 

251.2 

0.43 

0.70 

0.25 

0.94 

8.5 

MicroAge 

09 

8 

10 

9 

0,00 

0  00 

5.8 

2 

50 

38 

186.0 

0.75 

0.89* 

1-03 

1-39 

8.6 

Miller  (Herman) 

05 

17 

1  1 

25 

0.52 

3  13 

25  2 

-5 

55 

93 

56.6 

-0.14 

0  66 

0-44 

1-15 

18-3 

Pitney  Bowes 

12 

39 

12 

19 

0  78 

2.00 

157.0 

22 

76 

531 

34.6 

1.80 

2.05 

2.01 

2-30 

2.2 

Reynolds  &  Reynolds 

09 

51 

20 

16 

0  96 

1.89 

14  5 

86 

60 

134 

60.5 

2-13 

3  25* 

3-12 

3-80 

3.7 

Standard  Register 

12 

19 

12 

15 

0.60 

3-10 

28.7 

40 

73 

94 

41.5 

1-14 

1-30 

1-04 

1-50 

8.7 

Tech  Data 

01 

23 

7 

19 

0.00 

0-00 

15.5 

66 

53 

78 

244.0 

0  88 

1.24 

1  16 

1-55 

6.5 

|b|  COMPUTERS  &  PERIPHERALS 

GROUP  AVERAGE 

27 

18 

15 

0.39 

0.65 

100.0 

22 

55 

283 

23S.2 

0.73 

0.65 

2.35 

2.12 

23.9 

Amdahl 

12 

7 

1  2 

NM 

0.10 

1  -38 

1 12  7 

-53 

42 

1  84 

74  3 

0-04 

0-01 

0-01 

0-60 

56.7 

Apple  Computer 

09 

58 

1  8 

1 3 

0  48 

0  83 

118  6 

2 

68 

567 

285  2 

2  58 

4  33 * 

4  67 

A  ^7 
**-0/ 

/  .u 

AST  Research 

06 

20 

12 

9 

0  00 

0  00 

31  1 

23 

32 

94 

439.3 

2.13 

2-16* 

3-36 

1-75 

10.9 

Ceridian 

12 

16 

-2 

15 

0,00 

0.00 

42  7 

47 

82 

157 

78.2 

-0.21 

1.04 

0.42 

1.26 

7.1 

Commodore  International 

06 

7 

10 

9 

0.00 

0  00 

33.0 

-54 

25 

63 

154  0 

1 .73 

0.82* 

0.56 

0.18 

33.3 

Compacf  Computer 

1  2 

4 1 

24 

1  8 

0  00 

0  00 

77  6 

43 

4 1 

305 

281  7 

1  49 

2  34 

2  54 

3  1 9 

1 1  9 

Conner  Peripherals 

12 

20 

13 

9 

0.00 

0  00 

58.7 

28 

64 

195 

261  8 

1  57 

2  32 

3.96 

2.68 

1 1.2 

Cray  Research 

12 

24 

29 

20 

0.00 

0.00 

26.3 

-40 

70 

214 

1 18.2 

4-15 

1.19 

1.65 

2  34 

13.2 

Data  General 

09 

1 1 

1  4 

NM 

0.00 

0.00 

33.1 

-29 

66 

152 

157  1 

2  62 

-1 .91  * 

NA 

0-37 

1 29.7 

Dell  Computer 

01 

37 

9 

15 

0.00 

0.00 

36  1 

1 18 

41 

131 

756  7 

1  -40 

2  49 

2.59 

3-14 

1 3.7 

Digital  Equipment 

06 

34 

37 

0  00 

0  00 

128  2 

-36 

63 

463 

1 22  3 

~5  08 

- 1 8  50* 

_2  2 1 

63  3 

Hewlett-Packard 

10 

67 

31 

19 

0  80 

1.20 

251.7 

17 

54 

766 

79  1 

3-02 

3  49* 

3.54 

4.59 

6.5 

Intergraph 

12 

13 

16 

25 

0.00 

0  00 

47  6 

-29 

53 

159 

131.8 

1-47 

0.51 

0-74 

0  95 

18.9 

International  Business  Machines 

12 

68 

62 

17 

4.84 

7  09 

570  6 

-23 

46 

1 192 

72.3 

-0  99 

3.97 

4  34 

5-26 

12  2 

Maxtor 

03 

19 

8 

7 

0.00 

0.00 

27  1 

312 

37 

64 

519  1 

0  27 

2  59 

1-25 

2.93 

15.4 

Quantum 

03 

15 

8 

9 

0.00 

0.00 

42  1 

31 

76 

163 

448  9 

1  05 

1.68 

2.75 

2.07 

10.6 

Seagate  Technology 
Silicon  Graphics 

06 

19 

13 

21 

0.00 

0  00 

66.3 

110 

66 

184 

540.9 

0-95 

0.92* 

054 

3.19 

5.6 

06 

26 

8 

NM 

0-00 

0  00 

57.0 

47 

67 

161 

139.5 

0-73 

-2.19* 

NA 

1-17 

9.4 

Storage  Technology 

12 

22 

22 

23 

0-00 

0  00 

40.9 

-44 

68 

170 

319.7 

2-33 

0.96 

181 

1-50 

25.3 

Sun  Microsystems 

06 

32 

15 

19 

0.00 

000 

98.4 

13 

67 

308 

363.9 

1-85 

1.71* 

2.43 

1-99 

8.5 

Tandem  Computers 

09 

14 

1  1 

NM 

0.00 

0.00 

1  10.2 

27 

70 

241 

818 

0.33 

-0.38* 

NA 

1.0! 

9.9 

Tandy 

06 

30 

22 

13 

0.60 

2  00 

63  2 

-15 

51 

269 

100  1 

2  58 

2.24* 

2.47 

2  57 

6-6 

Unisys 

12 

9 

4 

8 

0.00 

0.00 

1618 

109 

28 

212 

191.3 

-9  37 

1.02 

NA 

1-39 

10.8 

\Nang  Laboratories 

06 

1 

0 

NM 

0.00 

0.00 

170.4 

-83 

30 

110 

101  9 

-2  26 

-2-11* 

NA 

0.15 

93-3 

Xerox 

12 

79 

50 

14 

3  00 

3  81 

94.8 

17 

82 

553 

61.7 

3.91 

5-55 

5-12 

6  35 

6.6 

Id  COMPUTER  SOFTWARE  &  SERVICES 

GROUP  AVERAGE 

37 

10 

29 

0.10 

0.37 

124.4 

34 

54 

289 

196.9 

0.70 

1.20 

1.95 

1.86 

5.0 

Automotic  Data  Processing 

06 

52 

9 

28 

0.46 

0.88 

140.2 

15 

69 

527 

35.4 

1  63 

1.84* 

2-18 

2  09 

1-4 

Comdisco 

09 

16 

15 

32 

0  28 

1  79 

40.7 

-25 

48 

98 

46  2 

2.03 

0.49* 

0-83 

2-01 

2-5 

CompUSA 

06 

36 

6 

51 

0.00 

0  00 

15.0 

71 

52 

79 

603  7 

-1.58 

0.71* 

NA 

0-79 

2.5 

Computer  Associates  Intl. 

03 

19 

6 

16 

0.10 

0.54 

171.0 

58 

53 

322 

88  0 

0  92 

1.19 

1-18 

1-40 

5.0 

Computer  Sciences 

03 

79 

40 

17 

0.00 

0  00 

16.4 

-1 

82 

228 

85  2 

4.12 

4.69 

5  27 

5-40 

4.1 

Electronic  Data  Systems 

12 

33 

14 

25 

0.36 

1  09 

216.2 

9 

48 

392 

46.0 

1  17 

1.35 

1-56 

1.55 

1.9 

First  Data 

12 

32 

7 

25 

0.03 

0  09 

110  0 

NA 

42 

146 

NA 

1  13 

1.30 

NA 

1.54 

2.6 

Lotus  Development 

12 

21 

9 

16 

0.00 

0.00 

41.5 

-23 

79 

248 

517  5 

0.98 

1.30 

0-86 

1.56 

9.0 

Microsoft 

06 

93 

9 

39 

0.00 

0.00 

274.0 

29 

34 

584 

164  2 

1.65 

2.41* 

3-71 

3  12 

2.6 

Novell 

10 

31 

3 

38 

0.00 

0.00 

298  1 

6 

70 

548 

203  2 

0  55 

0.82 

1  26 

1-11 

3.6 

Oracle  Systems 

05 

22 

3 

30 

0.00 

0  00 

140.4 

56 

47 

250 

218  5 

0  43 

0  75 

0-74 

1  04 

8-7 

Western  Digital 

06 

7 

4 

NM 

0.00 

000 

29  2 

177 

24 

47 

158.1 

-4  59 

-2  49* 

NA 

0  74 

16  2 

19  PAPER  &  FOREST  PRODUCTS 

INDUSTRY  AVERAGE 

37 

25 

27 

1.00 

2.70 

73.2 

13 

59 

299 

57.2 

0.90 

1.04 

1.70 

2.11 

65.9 

(a)  FOREST  «>»OOUCTS 

GROUP  AVERAGE 

43 

24 

21 

1.01 

2.47 

87.8 

36 

59 

352 

82.0 

-0.39 

0.34 

1.57 

2.11 

24.9 

Boise  Ca:-'ade 

12 

20 

26 

NM 

0.60 

3  02 

37  9 

-1 1 

61 

202 

63.0 

-2  46 

-4  80 

NA 

-1  32 

59  1 

Geor^ia-P'icific 
Louisiana-.^ -jcific 

12 

62 

30 

NM 

1.60 

2  60 

88  1 

16 

64 

481 

92  7 

-0  92 

-0  20 

NA 

2  41 

33-2 

12 

58 

24 

18 

0.80 

1  37 

54  5 

99 

54 

301 

107  4 

1  03 

3  22 

1-88 

4-17 

12  2 

Weyerhaeuser 

12 

39 

18 

22 

1.20 

3.08 

203  7 

43 

57 

570 

56  5 

-0  50 

1-77 

1-59 

2  63 

6-1 

Willamette  industries 

12 

37 

21 

22 

0.84 

2  27 

54.8 

34 

59 

205 

90.5 

0.90 

1-72 

1-23 

2.66 

13  9 

(b|  PAPER 

GROUP  AVERAG£ 

35 

26 

29 

1.00 

2.78 

67.9 

5 

59 

281 

48.3 

1.36 

1.29 

1.73 

2.12 

80.5 

Bowater 

12 

24 

23 

NM 

1.20 

4.92 

36,2 

12 

59 

131 

107.7 

1.15 

-2.08 

NA 

0.07 

842  9 

Champion  International 

12 

28 

40 

NM 

0.20 

0  71 

92  9 

17 

70 

301 

50.1 

0.14 

-0.75 

NA 

0.50 

96  0 

Chesapeake 

12 

21 

16 

25 

0.72 

3  45 

23  3 

-1 

54 

1  14 

50  7 

0.75 

0.85 

0-61 

1  42 

14-8 

Consolidated  Papers 

12 

40 

21 

31 

1.28 

3.18 

43,8 

10 

23 

122 

20  4 

2.10 

1-30 

1-65 

2.08 

12-5 
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EARNINGS  PER  SHARE 

1993  ESTIMATES 


1992 

BOOK 

PE 

1992 

MARKET 

1992 

IBES 

BASED 

FROM  ANALYSTS 

RECENT 

VAIUE 

RATIO 

DIVI. 

SHRS 

VALUE 

INSTITUTIONAL 

TURN- 

1992 

ON 

IBES 

VARIA- 

SHARE 

PER 

1 992 

DEND 

YIELD 

OUT 

CHANGE 

HOLDINGS 

OVER 

AKI A 1  V^T 
AINAL  T  3 1 

CON- 

TION 

:OMPANY 

FY 

PRICE 

SHARE 

EST 

RATE 

% 

MILS 

% 

NUMBER 

AGUAL 

EST 

TREND 

SENSUS 

jlattelter  (r.  r1.) 

1  2 

1 8 

1 0 

1  4 

0.70 

3.86 

44.0 

^33 

70 

110 

]  8.3 

1 .0/ 

1   0  Q 
1  .ZO 

1  AA 

1.40 

20-0 

nternational  Paper 

65 

54 

1  9 

1 .68 

2.57 

1 22.3 

r\ 

yj 

64 

61  1 

QA  7 

J  .0  1 

■J.OV 

3  76 

4.59 

18.3 

omes  River  Corp.  of  Virginia 

12 

19 

27 

83 

0,60 

3.16 

81.6 

-5 

82 

249 

38.6 

0.66 

0.23 

0.19 

0.92 

37.0 

Cimberly-Clark 

12 

61 

17 

18 

1.64 

2.71 

160.5 

20 

67 

621 

41.7 

3.18 

3.37 

3.89 

3.73 

3.8 

Aanviile 

12 

9 

7 

46 

0.00 

0.00 

48,7 

18 

32 

72 

23  7 

-0.39 

0.20 

0.1 1 

0.61 

14.8 

/lead 

12 

38 

26 

19 

1.00 

2.61 

58.7 

12 

71 

295 

59.6 

1.29 

1.98 

1.17 

2.81 

7.1 

>otlatch 

12 

46 

33 

18 

1.50 

3.24 

29.1 

21 

43 

210 

28.2 

1.92 

2.58 

2.23 

3.44 

1 1.9 

itott  Paper 

12 

37 

29 

17 

0.80 

2  14 

73.9 

7 

69 

378 

61.3 

-0.95 

2.23 

1.97 

3.05 

12.5 

fnion  Ccjmp 

12 

48 

28 

36 

1.56 

3.28 

69.6 

-4 

72 

435 

64.3 

1.80 

1.33 

1.41 

2.50 

22.8 

Vestvaco 

10 

35 

27 

17 

1.10 

3.12 

66.3 

-10 

53 

278 

24.6 

2.10 

2.06* 

2.17 

2.51 

12.8 

PUBLISHING  &  BROADCASTING 


NDUSTRY  AVERAGE 

66 

21 

64 

0.84 

1.67 

101.5 

11 

50 

260 

38.0 

1.21 

2.45 

4.33 

3.41 

12.4 

IROADCASTING 

iROUP  AVERAGE 

101 

29 

90 

0.22 

0.34 

120.4 

12 

41 

214 

41.1 

0.50 

3.33 

18.55 

5.04 

15.8 

:ablevislon  Systems 

12 

32 

-47 

NM 

0.00 

0.00 

22.5 

-8 

37 

45 

19.6 

-10.32(b) 

-9.02 

NA 

-6.23 

10.9 

lapital  Cities/ABC 

12 

454 

235 

19 

0.20 

0  04 

16.4 

3 

82 

443 

32.7 

22.33 

24.49 

28.22 

29.43 

5.4 

IBS 

12 

186 

32 

18 

1.00 

0.54 

13.5 

33 

84 

310 

106.8 

-6.1 1 

10.59 

8.88 

14.92 

6.0 

lomcost 

12 

18 

0 

NM 

0.14(c) 

0.79 

135.2 

1 1 

26 

215 

50.7 

-1.31 

-1.16 

NA 

-0  98 

20.4 

iaylord  Entertainment 

12 

37 

5 

56 

0.40 

1  09 

41  9 

25 

25 

78 

16.1 

0.05 

0.66 

NA 

1  03 

9.7 

ele-Communications 

12 

20 

3 

325 

0,00 

0.00 

425.5 

17 

68 

477 

96.7 

-0  28 

0.06 

NA 

0.40 

37.5 

urner  Broadcasting  System 

12 

21 

0 

54 

0,05 

0.24 

187  9 

-3 

4 

44 

2.4 

0.06 

0.39 

NA 

0.60 

20.0 

'iacom 

12 

40 

6 

67 

0.00 

0.00 

120.2 

16 

7 

102 

3.8 

-0.41 

0.59 

NA 

1.16 

16.4 

'UBUSHING 

iROUP  AVERAGE 

49 

18 

52 

1.15 

2.34 

92.1 

11 

54 

282 

36.4 

1.56 

1.98 

2.14 

2.54 

10.6 

iommerce  Clearing  House 

12 

19 

5 

23 

0,70 

3  64 

34.8 

-6 

29 

67 

9.8 

0.89 

0.83 

0.73 

0.97 

10.3 

tow  Jones 

12 

30 

15 

22 

0,76 

2.57 

101.2 

15 

41 

252 

30.1 

0.71 

1.37 

NA 

1,71 

8.2 

tun  &  Brodstreet 

12 

57 

12 

18 

2.28 

3.98 

178,3 

-1 

74 

668 

28.6 

2.85 

3.10 

3.15 

3.49 

2.6 

iannett 

12 

54 

11 

22 

1.28  . 

2.39 

144.2 

18 

79 

562 

34,2 

2.00 

2,45 

2.40 

2.85 

3.5 

Inight-Ridder 

12 

61 

23 

21 

1.40 

2.30 

54.5 

17 

70 

329 

41,5 

2.55 

2,89 

2.89 

3.40 

6.2 

AcGraw-Hill 

12 

61 

20 

NA 

2.24 

3.69 

49.1 

6 

65 

368 

41,7 

3.03 

tt 

2.94 

TT 

TT 

ttBecause  Business  Week  is  owned 

by  McGraw-h 

ill,  the 

Scoreboard  does  not  include 

forecasts  of  tfie  company' 

s  earnings 

Aedia  General 

12 

18 

8 

25 

0.44 

2,43 

26.1 

6 

58 

77 

19,2 

-2  39 

0,72 

0.69 

1.01 

1  1.9 

Aeredith 

06 

26 

19 

431 

0.64 

2.47 

15.6 

-8 

53 

144 

31,4 

1  36 

0,06* 

0,12 

1.16 

19.8 

Jew  York  Times 

12 

28 

14 

33 

0.56 

2.00 

78  6 

19 

52 

266 

37,1 

0  61 

0  85 

0  49 

1.37 

14.6 

leader's  Digest  Association 

06 

56 

8 

29 

1.20 

2.16 

1 19.7 

15 

37 

313 

18.9 

1.74 

1.95* 

NA 

2.29 

2.2 

cripps  (E.  W.) 

12 

25 

9 

24 

0.40 

1.58 

74.6 

5 

19 

77 

8.4 

0.87 

1.04 

1,02 

1.32 

6.8 

ime  Warner 

12 

28 

22 

NM 

0.28 

1.01 

371,1 

27 

67 

529 

72.7 

-2.40 

-1.37 

NA 

-0.55 

47.3 

imes  Mirror 

12 

32 

15 

21 

1,08 

3.39 

128,6 

3 

48 

310 

20.6 

0.64 

1.50 

0.85 

1.80 

9.4 

ribune 

12 

50 

8 

26 

0  96 

1.91 

65,2 

24 

51 

268 

32  3 

1.94 

1.92 

2.02 

2.56 

9.0 

Vashtngton  Post 

12 

224 

82 

20 

4,20 

1.88 

1  1,8 

15 

53 

180 

18.7 

10,00 

1  1  40 

9  92 

13.44 

4.3 

Vestern  Publishing  Group 

01 

19 

10 

19 

0,00 

0.00 

20,9 

25 

68 

107 

137.7 

0,62 

1  00 

0.57 

1.32 

3.0 

SERVICE  INDUSTRIES 


NDUSTRY  AVERAGE 

25 

10 

23 

0.35 

1.38 

55.2 

15 

54 

170 

69.0 

0.92 

1.21 

1.37 

1.52 

9.2 

ONSTRUCTION  &  ENGINEERING 

iROUP  AVERAGE 

25 

11 

25 

0.47 

2.13 

37.7 

-2 

53 

190 

69.5 

1.32 

1.06 

1.57 

1.36 

9.9 

apogee  Enterprises 

02 

1 1 

9 

20 

0.28 

2.55 

13.2 

-14 

26 

33 

34.7 

0.63 

0.54 

0.60 

0  83 

7  2 

G&G 

12 

18 

8 

12 

0.50 

2.74 

56.0 

-27 

68 

231 

41.8 

1.46 

1.56 

1.71 

1.61 

4.3 

luor 

10 

47 

14 

28 

0.40 

0.86 

81.3 

7 

57 

400 

64.1 

1.83 

1.65* 

2.50 

2.16 

7.9 

oster  Wheeler 

12 

31 

15 

22 

0.60 

1.95 

35.6 

16 

61 

233 

63.6 

1.22 

1.41 

3.22 

1.65 

5.5 

iranite  Construction 

12 

22 

14 

44 

0,20 

0.92 

1  1.7 

-20 

40 

75 

124.4 

1.51 

0.49 

0.51 

0.82 

17.1 

acobs  Engineering  Group 

09 

27 

6 

25 

0  00 

0.00 

23,5 

2 

39 

97 

50.3 

0.86 

1.11* 

1.72 

1.20 

5.0 

AcDermott  International 

03 

23 

14 

23 

1,00 

4.40 

51.6 

35 

82 

262 

84.9 

1.75 

0,97 

NA 

1.35 

23.7 

Aorrison  Knudsen 

12 

22 

12 

29 

0,80 

3.64 

28.9 

-1 1 

55 

185 

92.1 

1.30 

0,77 

0.74 

1.27 

8.7 

NDUSTRIAL  DISTRIBUTION 

iROUP  AVERAGE 

29 

12 

24 

0.30 

1.28 

34.9 

42 

56 

137 

77.7 

0.88 

1.48 

1.40 

1.75 

6.4 

krrow  Electronics 

12 

27 

12 

16 

0.00 

0.00 

27.9 

138 

49 

109 

137.3 

0.28 

1,71 

1.12 

2  10 

6.2 

kvnet 

06 

33 

24 

23 

0.60 

1.83 

35.5 

21 

87 

153 

72.7 

1  72 

1,42* 

2.08 

2.04 

4.4 

Genuine  Parts 

12 

33 

10 

17 

1.00 

3.02 

1  14.5 

2 

63 

392 

29.0 

1.81 

1,93 

2.16 

2.14 

2.3 

Grainger  (W.  W.) 

12 

58 

17 

22 

0.66 

1.14 

52.6 

6 

61 

316 

42.4 

2.37 

2,59 

2.92 

3,00 

2.3 

(all-Mark  Electronics 

12 

25 

9 

10 

0.00 

0.00 

10.1 

NA 

30 

13 

NA 

-0.51 

2,58 

NA 

2,08 

8.2 

[aman 

12 

10 

1 1 

10 

0.44 

4.35 

18  1 

26 

38 

79 

57.0 

0.93 

0.98 

0,79 

1,15 

6  1 

Aarshall  Industries 

05 

39 

22 

13 

0.00 

000 

8.5 

51 

80 

91 

48.1 

2.25 

3.02 

2  74 

3-44 

4.4 

>ffice  Depot 

12 

34 

6 

57 

0.00 

0.00 

58.1 

38 

63 

215 

89  7 

0.27 

0.60 

0.69 

0.83 

6.0 

'remier  Industrial 

05 

39 

6 

24 

0.48 

1.23 

57.5 

33 

20 

121 

8.7 

1.37 

1,60 

1.71 

1.80 

4.4 

'taples 

01 

40 

8 

53 

0.00 

0.00 

18.9 

53 

88 

143 

362.0 

0.48 

0,76 

0.96 

1.09 

6.4 

Inited  Stationers 

08 

16 

12 

23 

040 

2.50 

18.5 

115 

50 

54 

45,4 

0.64 

0.71* 

0.60 

1,11 

8.1 

Jnivar 

02 

12 

9 

21 

0.30 

2.61 

19.6 

-6 

16 

35 

7,9 

-0.29 

0  54 

0.71 

0,99 

20.2 

Villcox  &  Gibbs 

12 

12 

9 

16 

0.00 

0.00 

13.6 

29 

78 

60 

31.6 

0.12 

0,75 

0.27 

0.98 

4.1 
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Through  commitment, 

innovation  and  technologicai 

leadership,  Samsung 

has  become  one  of  the  world's 

fastest-growing  resources. 

Not  only  are  we  at  the  forefront 

of  electronics,  but  we've 

received  worldwide  recognition 

for  our  advances  in 

chemicals  and  engineering  as 

well.  Below  are  just 

a  few  examples  of  how  we're 

making  technology  work 

for  everyone.  For  more,  write  P.O. 

Box  260,  Ridgefield  Park, 

NJ  07660.  Fax  201-229-6058. 

SAMSUNG 

Technology  that  works  for  life. 
ELECTRONICS 

64  M  DRAM  semiconductors 

RISC  workstation 

100,000  circuit  phone  switching 

Laser  disc  player 

279-gram  cellular  phone 

Handwriting  recognition  PC 

ENGINEERING 
Double-hull  oil  tanker 
Liquified  natural  gas  tanker 
Panamax  container  ship 
Post-Panamax  container  crane 
MX  series  excavators 

CHEMICALS 
Alpha  interferon 
IPP  superfine  wool 
Petrochemicals 

©  1992  The  Samsung  Group 


COMPANY 


BOOK  P-E 

RECENT  VALUE  RATIO 
SHARE  PER  1992 
PRICE     SHARE  EST. 


1992 
DIVI- 
DEND 
RATE 


SHRS 
OUT 
MIIS 


1992 
MARKET 
VALUE 
CHANGE 


1992 

INSTITUTIONAL  TURN- 
HOLDINGS  OVER 


EARNINGS  PER  SHARE 

1993  ESTIMATES 

IBES  BASED  FROM  ANALYSTS 

1992  ON  IBES  VARI, 

1991         ANALYST  5-YEAR  CON-  l\Ot 

ACTUAL          EST  TREND  SENSUS  % 


I  POLLUTION  CONTROL 


GROUP  AVERAGE 

21 

7 

22 

0.28 

1.00 

183.0 

0 

41 

309 

51.0 

-0.25 

0.78 

1.01 

1.09 

Air  &  Water  Technologies 

1 0 

1 5 

9 

NM 

0.00 

0.00 

24.8 

-26 

59 

83 

43.2 

-1.15 

-0.1 1 

NA 

0.50 

14. 

"  Browning-Ferris  Industries 

09 

25 

9' 

22 

0  68 

2  75 

168.1 

25 

64 

404 

62.2 

0.42 

1.11* 

0.77 

1.35 

5. 

Chemical  Waste  Management 

12 

21 

5 

27 

0.20 

0.98 

204.9 

-2 

15 

162 

27  5 

0.49 

0.76 

0.79 

098 

4. 

ICF  International 

02 

7 

2 

1  7 

0.00 

0.00 

21 .3 

6 

16 

28 

71 .9 

-2.25 

0.42 

0  48 

0.58 

15. 

N^aste  AAanagement 

1 2 

40 

9 

23 

0  52 

1  30 

495  9 

ou 

00/ 

ou.z 

1  ./J 

1 ,98 

3. 

(d)  PRINTING  &  ADVERTISING 

GROUP  AVERAGE 

32 

8 

19 

0.57 

1.75 

54.7 

23 

70 

182 

67.9 

1.67 

1.80 

2.05 

2.07 

3. 

Advo-S^stcm 

09 

27 

7 

24 

0.00 

0  00 

12-8 

1 2 

78 

6 1 

105  3 

1  06 

1  1  1  * 

1  46 

1  34 

3 

Ban  to 

1 2 

39 

1 9 

1  5 

0.64 

1  64 

13,2 

34 

72 

1 25 

1 05.5 

2-16 

2.6 1 

2  90 

2  92 

] 

Donnelley  (R.  R.)  &  Sons 

1 2 

32 

1 2 

21 

0.52 

1 .63 

1 55.5 

28 

71 

425 

26.9 

1 .32 

1 .55 

1 .49 

1 .75 

5 

Interpublic  Group 

1 2 

34 

8 

22 

0.46 

1 .37 

74.9 

1 7 

76 

245 

40.4 

1 .30 

1  52 

1 .75 

1 .75 

1 . 

Omnicom  Group 

1 2 

39 

1 3 

1 6 

1 .24 

3)8 

28  5 

23 

82 

1 72 

6 1 .4 

2.08 

2.37 

2,63 

2  69 

4 

Volossis  Communications 

06 

21 

-9 

1 3 

0  56 

2.68 

43.3 

NA 

38 

6 1 

NA 

2.12 

1 .62* 

N  A 

1 ,97 

2 

(ej  OTntR  5eRVICB9 

GROUP  AVERAGE 

19 

10 

22 

0.22 

0.92 

34.2 

0 

51 

127 

67.7 

0.79 

0.87 

1.00 

1.25 

15.( 

Adia  Services 

12 

16 

15 

19 

0.16 

1.00 

12.5 

-1 1 

15 

30 

13.2 

0.67 

0.86 

0,78 

118 

2 

CDI 

12 

8 

5 

35 

0.00 

0.00 

19.7 

9 

27 

40 

12.5 

-0.39 

0  22 

0.25 

0.57 

29. 

Handleman 

04 

13 

8 

10 

0.40 

2.99 

33.3 

-14 

69 

177 

59.1 

1.21 

1.33 

1.16 

1  52 

3. 

InaCom 

12 

14 

12 

10 

0  00 

0.00 

8.2 

38 

42 

32 

43.5 

0.56 

1.30 

1.08 

1.79 

12. 

JWP 

12 

4 

10 

NM 

0.00 

0.00 

40.8 

-75 

49 

182 

186.5 

1.54 

-0.62 

NA 

0.33 

87. 

Kelly  Services 

12 

41 

12 

32 

0.76 

1.87 

30-1 

30 

39 

112 

33.7 

1.28 

1.26 

1.34 

1  70 

4, 

Manpower 

12 

15 

3 

26 

0.00 

0.00 

72.7 

-1 

77 

112 

39  3 

-0.73 

0.56 

0,48 

0  79 

6. 

Olsten 

12 

35 

8 

27 

0.32 

0.92 

15.7 

42 

54 

96 

48  3 

0.93 

1.31 

1.15 

1.74 

1. 

Pinkerton's 

12 

19 

14 

16 

0.00 

0.00 

8.2 

-39 

57 

54 

202.9 

1.66 

1.19 

1.42 

1.49 

15. 

Safety-Kleen 

12 

31 

9 

31 

0.34 

1,10 

57,6 

21 

59 

310 

44.8 

0.90 

1.00 

1.10 

1  32 

5. 

Service  Corp.  International 

12 

18 

9 

16 

0.40 

2.24 

76.9 

0 

75 

255 

60.8 

1.03 

1.14 

1  22 

1.30 

2. 

22 


TELECOMMUNICATIONS 


INDUSTRY  AVERAGE 

43 

19 

20 

1.76 

3.90 

322.1 

14 

40 

506 

42.0 

1.90 

2.48 

2.55 

2.77 

5. 

(a)  EQUIPMENT  &  SERVICES 
GROUP  AVERAGE 

36 

12 

25 

0.52 

1.47 

404.0 

40 

53 

496 

79.0 

0.42 

1.16 

1.95 

1.62 

10. 

American  Telephone  &  Telegraph 

12 

47 

14 

16 

1,32 

2,80 

1332  9 

23 

33 

1064 

29  1 

0.40 

2.88 

1.33 

3.21 

2. 

McCaw  Cellular  Communications 

12 

33 

8 

NM 

0.00 

0-00 

182  6 

12 

43 

228 

89.9 

-2  04 

-1.90 

NA 

-1.07 

34. 

MCI  Communications 

12 

37 

12 

17 

0.10 

0.27 

262,0 

25 

68 

581 

106.8 

2  01 

2.21 

3.65 

2.55 

2 

Scientific-Atlanta 

06 

37 

13 

53 

0.18 

049 

23.5 

131 

63 

169 

1  15.8 

0.05 

0.70* 

0.23 

1.24 

5. 

Sprint 

12 

26 

12 

14 

1.00 

3,79 

219  3 

12 

58 

436 

53.3 

1.68 

1.91 

2.58 

2.17 

4. 

(b)  TELEPHONE  COMPANIES 

CROUP  AVERAGE 

46 

22 

18 

2.23 

4.84 

290.6 

4 

35 

510 

27.8 

2.47 

2.98 

2.73 

3.22 

3. 

Alltel 

12 

48 

14 

19 

1.48 

3,06 

88  3 

38 

31 

248 

25  6 

2.34 

2,52 

2  64 

2.84 

2. 

Ameritech 

12 

67 

32 

14 

3.52 

5-22 

269,1 

7 

30 

578 

19,0 

4  39 

4  92 

4.88 

5.20 

1. 

Bell  Atlantic 

12 

47 

18 

15 

2.60 

5-53 

432.6 

6 

30 

657 

28  9 

3  41 

3.21 

3.33 

3.44 

2. 

BellSouth 

12 

49 

28 

15 

2.76 

5.65 

492.2 

-4 

25 

695 

19.8 

3.1 1 

3.37 

3.21 

3.58 

2. 

Centel 

12 

34 

14 

56 

0.90 

2.65 

85.6 

-2 

53 

276 

71.1 

1  31 

0.61 

0.50 

0.84 

11. 

Cincinnati  Bell 

12 

16 

9 

21 

0.80 

4,89 

61.9 

-15 

26 

100 

18.0 

0.63 

0.77 

0.74 

1.01 

7. 

GTE 

12 

34 

13 

16 

1.82 

5  29 

929.2 

4 

49 

929 

28.4 

1.69 

2.1  1 

2.15 

2.30 

1. 

Nynex 

12 

82 

47 

13 

4.64 

5  65 

206.1 

3 

37 

663 

28.1 

2.98 

6.34 

4.01 

6.71 

1. 

Pacific  Telesis  Group 

12 

43 

20 

15 

2.18 

5,10 

404.4 

-3 

36 

731 

27.4 

2.58 

2  87 

2  92 

3.03 

3. 

Rochester  Telephone 

12 

32 

18 

16 

1.54 

4.79 

31.8 

0 

25 

154 

23  2 

2,36 

2  04 

2.24 

2  25 

4. 

Southern  New  England  Telecomms. 

12 

34 

20 

13 

1.76 

5  20 

63.2 

8 

30 

194 

20  4 

2  06 

2,55 

2  33 

2.67 

1. 

Southwestern  Bell 

12 

69 

31 

16 

2  92 

4.21 

299.6 

7 

37 

768 

27.2 

3,85 

4,40 

4  33 

4.73 

3. 

US  West 

12 

38 

24 

12 

2,12 

5  63 

413.4 

0 

41 

640 

24  4 

1  38 

3,04 

2.21 

3  20 

1. 

23  TRANSPORTATION 

INDUSTRY  AVERAGE 

35 

20 

27 

0.54 

1.43 

50.2 

8 

61 

210 

95.5 

-0.90 

0.41 

2.38 

2.20 

22. 

(a|  AIRLINES 


GROUP  AVERAGE 

42 

28 

30 

0.21 

0.52 

46.5 

-8 

59 

235 

139.5 

-6.14 

-5.55 

0.81 

1.02 

69. 

Alaska  Air  Group 

12 

17 

18 

NM 

0,20 

119 

13.3 

-22 

61 

94 

95  2 

0.27 

-3  86 

NA 

0.56 

130. 

America  West  Airlines 

12 

0 

-12 

NM 

0,00 

0.00 

24  0 

-78 

4 

16 

88  4 

-10.39 

-5.27 

NA 

-1.50 

118. 

AMR 

12 

65 

54 

NM 

0,00 

0.00 

75  0 

1 

84 

459 

198  4 

-3,54 

-2  95 

NA 

4  30 

52. 

Delta  Air  Lines 

06 

53 

49 

NM 

1  20 

2  26 

49  7 

-19 

65 

327 

138,6 

-7  73 

-10.60* 

NA 

-4  80 

34. 

Southwest  Airlines 

12 

27 

9 

30 

0  06 

0.21 

92,4 

72 

65 

261 

80.5 

0.32 

0.89 

0,81 

1.42 

11. 

UAL 

12 

120 

62 

NM 

0  00 

0.00 

24.2 

-16 

70 

302 

202.1 

-14.31 

-10,88 

NA 

7.19 

71. 

US^ir  Group 

12 

13 

18 

NM 

0,00 

0,00 

47,1 

6 

61 

187 

173.5 

-7.62 

-6.18 

NA 

0.00 

Nf 

lb)  U.V..     ,  ADS 

GiiOi<»  AVERAGE 

43 

19 

15 

0.93 

1.91 

100.2 

14 

60 

355 

67.8 

-0.66 

2.80 

3.07 

3.34 

6. 

Buriin  jlon  Northern 

12 

43 

15 

15 

1.20 

2.82 

87  9 

6 

62 

403 

90.4 

-3.96 

2,88 

2  42 

3.77 

9 

Chicago  a  North  Western  HIds. 

12 

21 

3 

14 

0.00 

0.00 

41,8 

NA 

24 

50 

NA 

-3  42 

1,54 

NA 

1.94 

11. 

ConsoSidlctS  d  Rail 

12 

46 

33 

15 

1.10 

2.40 

80.5 

6 

85 

372 

1 16.9 

-2  70 

3,03 

2.95 

3  58 

7 

CSX 

12 

69 

29 

15 

1.52 

2.21 

103.1 

20 

61 

533 

53.9 

-0.75 

4,54 

5.07 

5.51 

2. 
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INVESTMENT  SCOREBC 


EARNINGS  PER  SHARE 


1993  ESTIMATES 

1992 

BOOK 

PE 

1992 

MARKET 

1992 

IBES 

BASED 

FROM  ANALYSTS 

RECENT 

VALUE 

RATIO 

DIVI- 

SHRS. 

VALUE 

INSTITUTIONAL 

TURN- 

1992 

ON 

IBES 

VARIA- 

SHARE 

PER 

1992 

DEND 

YIELD 

OUT 

CHANGE 

HOLDINGS 

OVER 

1991 

ANALYST 

CON, 

TION 

COMPANY 

FY 

PRICE 

SHARE 

EST 

RATE 

MILS 

% 

NUMBER 

ACUAL 

EST 

TREND 

SENSUS 

% 

llinois  Central 

1 2 

24 

g 

1 3 

0  60 

2  47 

42  7 

g 

66 

148 

93.1 

1 .64 

1 ,89 

7  92 

2,15 

3,7 

Kansas  City  Southern  Inds. 

12 

48 

22 

17 

0.60 

1.25 

20.7 

58 

55 

126 

52.5 

2.16 

2,78 

2  78 

3.22 

3,7 

f^orfolk  Southern 

12 

63 

30 

15 

1.80 

2.88 

140.8 

4 

60 

572 

32.7 

0.20 

4  12 

1 ,60 

4.70 

4,0 

Santa  Fe  Pacific 

12 

14 

5 

16 

0.10 

0.74 

180.8 

-3 

62 

312 

67.3 

0.54 

0,82 

0,50 

1 .03 

1 2.6 

Union  Pacific 

12 

60 

22 

17 

1.48 

2.46 

203.3 

17 

63 

679 

35.4 

0.31 

3,59 

1,29 

4  1 5 

3  6 

rOANCPOPTATION  SiBVICES 

SROUP  AVERAGE 

32 

18 

18 

0.51 

1.64 

33.1 

33 

69 

170 

77.3 

0.87 

1.71 

1.82 

2.35 

11.4 

Air  Express  International 

12 

27 

5 

17 

0.14 

0.52 

11,3 

101 

47 

64 

65.5 

1.20 

1,60 

1,74 

1 .88 

10.6 

Airborne  Freight 

12 

19 

15 

NM 

0.30 

1.57 

19.2 

-21 

67 

100 

154.9 

1.40 

-0,06 

NA 

1 .03 

25.2 

Federal  Express 

05 

49 

29 

22 

0.00 

0.00 

54.1 

27 

74 

273 

96.7 

-2.1 1 

2,25 

0,54 

3.25 

7.7 

PHH 

04 

39 

26 

12 

1.20 

3.12 

16.9 

18 

78 

145 

36.1 

2.94 

3,21 

4  28 

3.53 

1.7 

tyder  System 

12 

27 

18 

19 

0.60 

2  26 

74.1 

32 

82 

297 

65.5 

0.75 

1,42 

0,75 

1 .86 

9. 1 

Trinity  Industries 

03 

34 

17 

19 

0.80 

2.36 

22.8 

39 

66 

142 

44.9 

1.04 

1,81 

1,80 

2.55 

1 4. 1 

rDUCIf  INfi  A  SHIPPING 

25 

17 

43 

0.46 

1.49 

23.6 

58 

107 

97.6 

1.27 

1.46 

2.23 

1.97 

15.5 

Alexander  &  Baldwin 

12 

23 

16 

12 

0  88 

3.83 

46.3 

-18 

50 

156 

47.7 

2.00 

1,89 

1,98 

2.20 

7.3 

American  President 

12 

40 

30 

10 

0.60 

1 .50 

13.8 

-9 

71 

1 36 

1 52.5 

3.65 

3,97 

3,97 

4.09 

14.4 

Arkansas  Best 

1  / 

1  / 

U.U  1 

U.Uo 

z  J.O 

NA 

50 

42 

n  A 1 

U.O  1 

0  95 

0,53 

1.41 

6.4 

wuroiinu  rrciQfif 

1 2 

1 4 

1 8 

285 

0  20 

1  40 

6  6 

-29 

72 

50 

86.7 

0.23 

0,05 

0,04 

0.86 

31.4 

Consolidated  Freightwoys 

12 

18 

19 

NM 

0.00 

0.00 

35.2 

17 

70 

163 

70.3 

-1.52 

-0,01 

NA 

1.09 

22.9 

5ATX 

1 2 

30 

29 

1  0 

1 .30 

4.33 

1 9.5 

5 

75 

127 

53.1 

3.56 

2.87 

4,02 

3.25 

1.8 

Sreyhound  Lines 

12 

12 

5 

1  1 

0.00 

0.00 

9.9 

26 

52 

39 

99.7 

NA 

1.02 

NA 

1.40 

7.1 

Hunt  (J.  B.)  Transport  Services 

12 

24 

8 

23 

0.20 

0.83 

37.5 

29 

34 

75 

64.0 

0.85 

1.05 

1,07 

1.25 

3.2 

"resfon 

12 

4 

14 

NM 

0.00 

0.00 

5.8 

-37 

31 

27 

181.1 

-0.59 

-0.61 

NA 

0.45 

73,3 

Roadway  Services 

12 

71 

25 

19 

1.30 

1.82 

39.7 

17 

64 

257 

116.5 

3.27 

3.72 

5,03 

4.33 

2.5 

rNT  Freightv/ays 

12 

21 

14 

18 

0.14 

0.68 

16.8 

NA 

55 

54 

NA 

0,95 

1,14 

NA 

1  46 

4,8 

fellow  Freight  System 

12 

28 

17 

19 

0.94 

3.37 

28.1 

5 

74 

163 

104.8 

0  95 

1,45 

1,20 

1.81 

10.5 

UTILITIES  &  POWER 


INDUSTRY  AVERAGE 

30 

20 

15 

1.62 

5.30 

115.5 

4 

40 

271 

44.8 

1.40 

2.17 

2.29 

2.38 

6.1 

ELECTRIC,  WATER  &  COCENERATION 

SROUP  AVERAGE 

30 

20 

14 

1.74 

5.67 

137.2 

2 

38 

287 

40.7 

1.91 

2.28 

2.31 

2.46 

5.0 

Allegheny  Power  System 

12 

47 

32 

13 

3.20 

6.75 

56  8 

1 1 

37 

257 

43,2 

3.61 

3.68 

3.48 

3.78 

2.9 

American  Electric  Power 

12 

31 

23 

13 

2.40 

7.71 

184.5 

-9 

28 

405 

32,3 

2.70 

2  48 

2  54 

2.75 

4.4 

American  Water  Works 

12 

25 

19 

12 

0.92 

3.68 

31.0 

-5 

47 

107 

274 

2,27 

2.12 

2.22 

2.42 

1.7 

Saltimore  Gas  &  Electric 

12 

23 

18 

14 

1.44 

6.26 

143.3 

14 

34 

289 

31,3 

1,52 

1.63 

1  22 

1.83 

3.8 

ftoston  Edison 

12 

27 

19 

13 

1.64 

6.13 

44.7 

15 

28 

134 

56,3 

1,96 

2.06 

1.92 

2.17 

2.8 

Carolina  Power  &  Light 

12 

53 

31 

12 

3.16 

5.92 

80.4 

-1 

31 

327 

36,9 

4,53 

4.47 

4.74 

4.56 

2.4 

Centerior  Energy 

12 

19 

20 

1 1 

1.60 

8.37 

142.0 

-2 

25 

147 

40,8 

1,71 

1  67 

1.41 

1.83 

7.7 

Centra!  &  South  West 

12 

28 

15 

14 

1.54 

5.50 

188.3 

4 

46 

446 

34,8 

1.99 

2.00 

1.99 

2.16 

1.9 

Cincinnati  Gas  &  Electric 

12 

24 

19 

12 

1.65 

6.82 

85.9 

-8 

25 

209 

41,8 

2,21 

1,97 

2.50 

2.10 

13.8 

CMS  Energy 

12 

18 

14 

16 

0.48 

2.65 

80.0 

-1 

63 

153 

92,5 

-3  26 

1,10 

1.16 

1.64 

17.1 

Commonwealth  Edison 

12 

25 

27 

10 

1.60 

6.53 

213,0 

-38 

53 

422 

66,7 

0,08 

2,34 

0,20 

2  21 

22.2 

Consolidated  Edison  Co.  of  N.  Y. 

12 

32 

21 

13 

1,90 

6,03 

233  9 

13 

26 

395 

31,5 

2,32 

2,44 

2,44 

2.53 

2.0 

Detroit  Edison 

12 

33 

21 

9 

1,98 

6,07 

147,0 

-6 

35 

324 

35.1 

3,64 

3.68 

3,71 

3.22 

3.7 

Dominion  Resources 

12 

39 

25 

14 

2,46 

6.39 

162,9 

4 

37 

376 

27.2 

2,94 

2,70 

2.73 

3.03 

2.6 

Duke  Power 

12 

36 

20 

14 

1,80 

5.05 

204,9 

2 

44 

415 

26.1 

2,60 

2,46 

2.69 

2.70 

3.0 

Entergy 

12 

32 

25 

13 

1,60 

4.96 

175.1 

7 

65 

378 

50.6 

2,64 

2  56 

2  98 

2.71 

2.2 

Florida  Progress 

12 

32 

20 

15 

1  94 

6.06 

87.1 

7 

31 

243 

38.6 

2  16 

2,08 

2.04 

2.31 

3.5 

FPL  Group 

12 

35 

21 

14 

2,44 

6.97 

181.4 

1 

35 

441 

40.0 

2,31 

2,59 

2.30 

2.76 

2.9 

General  Public  Utilities 

12 

27 

22 

12 

1,60 

5.98 

110.8 

-2 

59 

270 

52.5 

1,96 

2  28 

2  26 

2.51 

4.4 

Sulf  States  Utilities 

12 

16 

17 

21 

0.00 

0.00 

114.1 

56 

57 

129 

54.0 

0,52 

0,78 

0.52 

1.02 

14.7 

Houston  Industries 

12 

44 

27 

14 

3,00 

6.78 

129.5 

0 

59 

454 

43.8 

3,28 

3,17 

2,90 

3.52 

4.0 

Illinois  Power 

12 

22 

20 

15 

0,80 

3.70 

75.6 

-8 

52 

151 

63.8 

1,04 

1,45 

0,93 

1.92 

7.8 

Long  Island  Lighting 

12 

25 

20 

12 

1,74 

6.86 

111.4 

3 

39 

192 

58.5 

2,15 

2,1 1 

2,32 

2,22 

2.7 

New  England  Electric  System 

12 

37 

23 

13 

2.16 

5.78 

65.0 

16 

35 

234 

29.1 

2,77 

2,80 

2,94 

2  90 

1.4 

New  York  State  Electric  &  Gas 

12 

31 

23 

13 

2.16 

7.00 

69.3 

16 

29 

195 

40,8 

2,36 

2,40 

3,56 

2,51 

2.4 

Niagara  AAohawk  Power 

12 

19 

16 

12 

0.80 

4.18 

137,0 

8 

42 

257 

46,8 

1.49 

1,64 

3,16 

1.76 

3.4 

Nipsco  Industries 

12 

25 

16 

13 

1,24 

4,89 

66,8 

-1 

58 

210 

61,9 

1,94 

1,98 

3,08 

2.13 

4.2 

Northeast  Utilities 

12 

26 

16 

13 

1,76 

6,84 

133,8 

22 

26 

231 

31,0 

2,12 

2,03 

2,05 

2.13 

3.3 

Northern  States  Power 

12 

43 

26 

17 

2,52 

5,81 

62,6 

1 

31 

274 

30,4 

3,02 

2,61 

2,69 

3.10 

5.2 

Ohio  Edison 

12 

23 

16 

13 

1.50 

6.67 

152.6 

10 

32 

253 

28,2 

1.60 

1,69 

1.55 

1.79 

3.4 

Oklahoma  Gas  &  Electric 

12 

32 

23 

12 

2.66 

8.22 

40.3 

-26 

35 

177 

58,0 

3.27 

2,67 

3.1 1 

2.68 

7.5 

Pacific  Gas  &  Electric 

12 

32 

19 

12 

1.76 

5.52 

424.5 

0 

40 

438 

22,4 

2.24 

2,56 

3.01 

2.69 

4.5 

PacifiCorp 

12 

20 

12 

13 

1.54 

7.90 

267.5 

-21 

27 

391 

35,4 

1.86 

1,51 

1.65 

1.69 

7.7 

Pennsylvania  Power  &  Light 

12 

27 

15 

13 

1.60 

5.84 

151.7 

4 

25 

233 

20.7 

2.01 

2,04 

2.17 

2.13 

1.4 

Philadelphia  Electric 

12 

26 

18 

12 

1.40 

5.38 

220.4 

1 

38 

348 

42.5 

2.15 

2,09 

0.82 

2.32 

2.6 

Pinnacle  West  Capital 

12 

20 

17 

12 

0.00 

0.00 

87,1 

13 

56 

159 

38.1 

-3.91 

1,69 

1.42 

1.89 

5.8 

Potomac  Electric  Power 

12 

23 

16 

14 

1.60 

6.92 

113,7 

-5 

17 

250 

36.6 

1.87 

1,68 

1.60 

1.87 

5.3 

Public  Service  Co.  of  Colorado 

12 

28 

19 

1 1 

2.00 

7.21 

58.0 

6 

31 

188 

39.0 

2.48 

2,43 

2.50 

2.46 

3.3 

Public  Service  Enterprise  Group 

12 

29 

20 

14 

2.16 

7.35 

234.2 

3 

30 

385 

38.4 

2.43 

2.15 

2.23 

2.44 

4.1 
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Three  who  make  a  difference: 
Announcing  the  1992  winners  of  the 
McGraw  Prize  in  Education. 


The  Harold  W.  McGraw.  Jr.  pri/e 
was  established  in  19XX.  In  cele- 
bration ot  McGraw-HiMs  lOOth 
anniversary  and  in  honor  ot  our 
chairman  emeritus. 

Each  year,  up  to  three  $25,()()() 
prizes  are  awarded  to  people  who 
have  made  a  difference  in 
education. 

For  1942,  the  Board  of  Judges 
selected  these  three  individuals 
for  distinguished  contributions  to 
the  advancement  of  education. 

Dr.  Shirley  A.  Hill 


The  v\'ay  math  traditionally  has 
been  taught  —  through  memoriza- 
tion, drill  and  practice  —  has 
failed  to  arm  students  with  the 
understanding  they  need  for 
success  in  a  world  increasingly 
reliant  on  science  and  technology. 
Challenged  to  revitalize  and 
restore  American  student 
achievement,  Shirley  Hill,  as 
president  of  the  National  Council 
of  Teachers  of  Mathematics  in 
the  1980s,  developed  a  blueprint 
for  reform. 


The  mathematics-curriculum 
standards  she  helped  to  tormulate 
stress  reasoning  and  creativity, 
the  use  of  computers  and  prob- 
lems that  reflect  students'  inter- 
ests. IX'signed  to  help  all  students 
build  broad-based  mathematical 
pi)wer.  the  plan  is  today  accepted 
across  the  nation. 

Dr.  Hill,  Curators"  Professor  of 
Education  and  Mathematics  at 
the  University  of  Missouri-Kan- 
sas City,  has  rallied  public  sup- 
port for  mathematics  education, 
which  is  key  to  scientific  compe- 
tency and  economic  gritwth  in  the 
199()s  and  beyond. 

Dr.  Thomas  W.  Payzant 


As  sLipennlendent  ot  San  Dicgo 
City  Schools.  Thomas  W.  Payzant 
runs  America's  eighth-largest 
urban  system  and  one  of  its  most 
ethnically  diverse.  Students  speak 
more  than  60  different  native  lan- 
guages. One  in  ten  requires  spe- 
cial education  courses  and  many 
come  from  disadvantaged 
families. 

For  a  decade.  Dr  Payzant  has 
met  the  needs  of  San  Diego  stu- 
dents, parents  and  teachers  while 
coping  with  increasingly  diflicult 
budgetary  demands.  Fie  instituted 
a  rigorous  college-preparatory 
curriculum,  helped  schools  take 
on  a  larger  role  in  their  gover- 
nance and  strengthened  the  dis- 
trict's commitment  to  raising  the 
scholastic  achievement  of  all 
children.  He  was  instrumental 
in  initiating  a  program  linking 
schoitls  directly  with  public  agen- 
cies that  provide  services  tor 
students  and  their  families. 

National  school  reform 


requires  vision,  innovation  and 
superintendents  like  Dr  Payzant 
who  focus  on  better  use  ot 
resources  and  torge  workable 
coalitions 

Dk  Edward  Zigler 


Edward  Zigler  was  co-tounder  of 
Head  Start,  the  federally  funded 
program  that  has  helped  ensure 
greater  numbers  of  children  enter 
school  ready  to  learn.  That  pro- 
gram has  improved  the  self-es- 
teem, nutrition  and  socialization 
skills  of  12  million  youngsters 
from  poor  lamilies  since  1965. 

Now.  Dr.  Zigler.  Sterling 
F^ofessor  of  Psychology  at  Yale 
University,  has  created  a  program 
that  includes  the  needs  of  elemen- 
tary-school-age children  as  well. 
His  Schools  of  the  Twenty-First 
Century,  using  existing  public 
schools  year-round,  provide 
early  childhood  education,  along 
with  sound  nutrition,  parent 
education,  and  belore-  and  atter- 
school  activities  tor  elementary- 
school  students.  Children 
enrolled  in  these  schools  have  a 
more  positive  attitude  toward 
learning,  a  reduced  need  for 
special  education  and  a  better 
attendance  record. 

For  30  years.  Dr  Zigler  has 
been  instrumental  in  helping  chil- 
dren from  all  backgrounds  receive 
the  care  and  learning  experiences 
essential  for  success  in  school, 
and  in  life. 

For  more  information,  write  to 
The  Harold  W.  McGraw,  Jr  Prize 
in  Education,  McGraw-Hill,  Inc., 
1221  Avenue  of  the  Americas, 
New  York,  NY  10020. 


McGraw  Prize  Board  of  Judges 


1992 
MARKET 
VALUE 
CHANGE 

1993  ESTIMATES 

RECENT 
SHARE 

BOOK 
VAIUE 
PER 

P^ 

RATIO 
1992 

1992 

DIVI- 
DEND 

YIELD 

5HRS 
OUT 

INSTITUTIONAL 
HOLDINGS 

1992 
TURN. 
OVER 

1991 

IBES 
1992 
ANALYST 

BASED 

ON 
i-YEAR 

FROM  ANALYSTS 
IBES  VARI 
CON-  TIGS 

COMPANY 

FY 

PRICE 

SHARE 

EST 

RATE 

% 

MILS 

% 

NUMBER 

ACTUAL 

EST 

TREND 

5ENSUS 

% 

San  Diego  Gas  &  Electric 

12 

23 

12 

13 

1.44 

6  16 

1  14.3 

5 

15 

157 

21.0 

1.77 

1  74 

1.86 

1.80 

2.f 

SCEcorp 

1 2 

44 

27 

1 2 

2.80 

6.42 

223.9 

-5 

32 

505 

27.0 

3.2 1 

3.53 

3.56 

3.61 

4.- 

Southern 

12 

36 

23 

12 

2  20 

6,11 

316.5 

5 

28 

508 

26.9 

2.78 

2.97 

2.98 

3  12 

6. 

Texas  Utilities 

12 

43 

31 

13 

3.04 

7.13 

215.8 

5 

54 

553 

60.5 

-1.98 

3.17 

3.25 

3.49 

4.( 

Union  Electric 

12 

37 

21 

13 

2.24 

6  14 

102.1 

-6 

36 

289 

35.6 

3.01 

2  75 

2.83 

2.91 

4. 

Wheelabrator  Technologies 

12 

37 

1 1 

27 

0.08 

0.22 

93.0 

10 

28 

172 

26.6 

1.46 

1.35 

1.85 

1.61 

2. 

Wisconsin  Energy 
Zurn  Industries 

12 
03 

25 
37 

15 
19 

14 
16 

1.30 
0.88 

5.12 
2.36 

102.3 
12.4 

~2 
2 

33 
53 

259 
155 

28.6 
63.0 

1.87 
0.91 

1.79 
2.30 

1.88 
1.76 

1.96 
2.59 

3. 
8. 

EARNINGS  PER  SHARE 


|b)  GAS,  OIL  &  TRANSMISSION 


CROUP  AVERAGE 

29 

18 

18 

1.30 

4.29 

55.7 

7 

47 

225 

55.9 

-0.01 

1.85 

2.22 

2.16 

9.: 

Arkia 

12 

9 

7 

30 

0.28 

3.25 

122.3 

-28 

39 

273 

94  4 

0.09 

0.29 

0.13 

0.56 

21. 

Atlanta  Gas  Light 

09 

34 

20 

15 

2  08 

6.07 

24.2 

-5 

20 

117 

23.6 

2  07 

2.26* 

2.15 

2.40 

5. 

Brooklyn  Union  Gas 

09 

33 

23 

16 

1  94 

5  95 

28.8 

9 

26 

120 

22.5 

2  18 

2  02* 

1  97 

2.50 

2. 

Columbia  Gas  System 

12 

21 

21 

10 

0.00 

0.00 

50.6 

20 

60 

181 

66,5 

-15.72 

2.13 

2.20 

2.28 

20. 

Consolidated  Natural  Gas 

12 

47 

22 

21 

1.90 

4.02 

92.4 

16 

39 

389 

36  6 

1  94 

2  29 

2.02 

2.67 

6. 

Eastern  Enterprises 

12 

28 

23 

14 

1.40 

5,00 

22.6 

0 

75 

185 

51,5 

1.30 

2.07 

1.81 

2  37 

5. 

Enron 

12 

46 

18 

19 

1.40 

3.03 

1 15.3 

50 

54 

436 

49  6 

2.15 

2.44 

6.80 

2  94 

8. 

Enserch 

12 

15 

10 

34 

0.80 

5.42 

65.9 

9 

65 

206 

55.6 

0.07 

0.43 

0.26 

0.73 

23. 

MCN 

12 

26 

13 

12 

1.68 

6.46 

26.8 

9 

37 

141 

40.7 

1.42 

2.19 

1.57 

2  33 

3. 

National  Fuel  Gas 

09 

28 

19 

15 

1.50 

5.33 

31.2 

15 

23 

127 

27  5 

1.63 

1  94* 

1.96 

2  10 

5. 

Nicor 

12 

48 

25 

13 

2.36 

4.96 

27.8 

2 

50 

247 

43.3 

3.71 

3.76 

4.27 

4,00 

3. 

Pacific  Enterprises 

12 

19 

1 1 

1  1 

0.00 

0.00 

74.9 

-26 

40 

211 

61.2 

-1,45 

1.66 

1.46 

I  92 

9. 

Panhandle  Eastern 

12 

17 

13 

15 

0.80 

4.74 

108.2 

10 

64 

284 

60.2 

0  86 

1.13 

0  78 

1  26 

10. 

Peoples  Energy 

09 

31 

19 

15 

1.76 

5  68 

34.8 

23 

35 

203 

28.5 

2  05 

2.06* 

2  20 

2.40 

4. 

Sonat 

12 

43 

27 

20 

2.00 

4,68 

43.0 

30 

62 

294 

63.4 

1.82 

2.10 

2.17 

2  48 

8. 

Transco  Energy 

12 

13 

10 

25 

060 

4  49 

32.3 

-26 

39 

151 

124.6 

-6  58 

0.54 

NA 

1.03 

12. 

Williams 

12 

39 

27 

18 

1.52 

3  89 

45.9 

12 

73 

267 

100.4 

2  35 

2.21 

3  73 

2.83 

7. 

ALPHABETICAL  LIST  OF  COMPANIES 

The  number  following  each  company  name  identifies  the  Scoreboard  catgory  under  which  it  is  listed 


A&P  10c 

Abbott  laboratories  12d 
Adto  Services  21e 
Advanced  Micro  9d 
Advo-Syslem  21d 
Aetna  Life  &  Casualty  17b 
AFLAC  17b 
Ahmonson  (H  F  )  17c 
Air  &  Water  Techs  21c 
Air  Express  Intl.  23c 
Air  Products  &  Chemicals  4 
Airborne  Freight  23c 
Alaska  Air  Group  23a 
Albony  International  15d 
Alberto-Culver  6d 
Albertson's  lOc 
Aico  Standard  5 
Alcoa  16a 

Alexander  &  Alexander  17a 
Alexander  &  Baldwin  23d 
Alleghany  17a 
Allegheny  Ludlum  16b 
Allegheny  Power  24a 
Allergan  12b 
Alliant  Techsystems  15a 
Allied-Slgnol  S 
Alltel  22b 
Amax 16a 
Amdahl  18b 
Amerada  Hess  lib 
America  West  23a 
American  Brands  6e 
American  Cyannmid  4 
American  Electric  24a 
American  Express  17a 
^erican  General  17b 
American  Greetings  14d 
American  Home  12b 
American  Int).  Group  17b 


American  Medicoi  12c 
American  Notional  17b 
American  President  23d 
American  Stores  lOc 
American  Water  Works 
24a 

Amentech  22b 
Ametek  9c 
Amgen  12b 
Amoco  lib 
AMP9d 
AMR  23a 
Anocomp  18a 
Anheuser  Busch  6c 
Aon  17b 

Apogee  Enterprises  21a 
Apple  Computer  18b 
Applied  Materials  15c 
Archer  Daniels  10b 
Arco  Chemical  4 
Arkansas  Best  23d 
Arkla24b 
Armco  16b 
Armstrong  World  6b 
Arrow  Electronics  21b 
Arvin  Industries  2b 
Asorco  16c 
Ashland  Oil  lib 
AST  Research  18b 
AT&T  22a 

Atlanta  Gas  Light  24b 
Atlantic  Richfield  lib 
Automatic  Data  18< 
AutoZone  8 
Avery  Dennison  15a 
Avnet  21b 
Avon  Products  6d 


B 


Baker  Hughes  11c 
Ball  7a 

Baltimore  G&E  24a 
Banc  One  3b 
Bancorp  Howoii  3d 
Bandog  2c 
Bank  of  Boston  3a 
Bank  of  New  York  3a 
BankAmerico  3d 
Bankers  Trust  New  York  3a 
Banto  21d 
Bard(C  R  ]12d 
Barnett  Bonks  3c 
Baroidllc 
Bousch  &  Lomb  12d 
Boxter  International  12d 
Bear  Steorns  17a 
Beckmon  Instruments  9c 
Becton,  Dickinson  12d 
Bell  Atlantic  22b 
BellSouth  22b 
Bemis  7b 
Beneficial  17a 
Bergen  Brunswig  12a 
Berkley  (W  R  }17b 
Berkshire  Hathaway  17a 
Best  Buy  6b 
Bethlehem  Steel  16b 
Betz  Laboratories  4 
Beverly  Enterprises  12e 
Bindley  Western  12a 
Block  &  Decker  15b 
Block  (H&R)  17a 
Blockbuster  Ent.  14b 
Boatmen's  Bancshores  3b 
Bob  Evans  Forms  14a 
Boeing  1 

Boise  Cascade  19a 
Borden  10b 


Boston  Edison  24a 
Bowoter  19b 
Briggs  &  Stratton  15c 
-istot-Myers  Squibb  12b 

id  17a 
ooklyn  Union  Gas  24b 
own  Group  6a 
own-Forman  6c 
owning-Ferns  21c 
'uno's  lOc 
vick  14d 
Burlington  Coat  Factory  8 
Burlington  Industnes  15d 
Burlington  Northern  23b 
Burlington  Resources  lib 

c 


Cablevision  Systems  20a 
Cabot  4 

Caesars  WoHdl4< 
Caldor8 
CalFed17c 
Campbell  Soup  10b 
Capital  Cities/ABC  20a 
Capital  Holding  17b 
Cardinal  Distribution  12a 
Comivol  Cruise  Lines  14d 
Carolina  Freight  23d 
Carolina  Power  24a 
Carpenter  Tech  16b 
Carter  Wallace  12b 
Caterpillar  15c 
CBt  Industnes  11c 
CBS  20a 
CDI  21e 
Centel  22b 
Centerior  Energy  24a 
Centex  13b 

Central  &  South  West  24a 
Ceridion  18b 


Champion  IntI  19b 
Charming  Shoppes  8 
Chase  Manhattan  3a 
Chemical  Bonking  3a 
Chemical  Waste  21c 
Chesapeake  19b 
Chevron  lib 

Chicago  &  North  Wedem  23b 
Chiquita  Brands  Intl.  10b 
Chrysler  2a 
Chubb  17b 
Cigno  17b 
Cincinnati  Bell  22b 
Cincinnati  Financial  17b 
Cincinnati  G&E  24a 
Cincinnati  Milocron  15b 
Circuit  City  Stores  6b 
Circus  Circus  14c 
Citicorp  3a 
Clark  Equipment  15b 
Clorox  6d 
CMS  Energy  24a 
CNA  Financial  17b 
Coast  Savings  17e 
Coastal  lib 
Coca-Cola  6c 
Coca-Colo  Enterprises  6c 
Colgate-Palmolive  6d 
Coltec  Industnes  5 
Columbia  Gas  24b 
Comcost  20a 
Comdisco  18c 
Comerico  3b 
Commerce  Clearing  20b 
Commercial  Metals  16b 
Commodore  Inll  18b 
Commonwealth  Ed.  24a 
Compaq  Computer  18b 
CompUSA  18e 
Computer  Associates  18< 


Computer  Sciences  18c 
ConAgra  lOb 
Conner  Peripherals  18b 
Conseco  17b 
Consolidated  Edison  24a 
Cons  Freightwoys  23d 
Cons  Natural  Gas  24b 
Consolidated  Papers  19b 
Consolidated  Rail  23b 
Consolidated  Stores  8 
Conhnentol  Bank  3b 
Continental  Corp  17b 
Cooper  Industries  9a 
Cooper  Tire  &  Rubber  2c 
Coors  (Adolph)  6c 
CoreStotes  Finoncial  3a 
Corning  15a 
Costco  Wholesale  8 
CPC  International  10b 
Crone  15a 
Cray  Research  18b 
Crestar  Financial  3c 
Crown  Central  Petroleum  lib 
Crown  Cork  &  Seal  7a 
Crystal  Brands  6a 
CSX  23b 

cue  International  18a 
Cummins  Engine  2b 
Curtice-Burns  Food  10b 
Cyprus  Minerals  16c 


Dairy  Mart  lOc 
Dana  2b 
Danaher  15b 
Data  General  18b 
Dayton  Hudson  8 
Dean  Foods  10b 
Deere  15c 
Dell  Computer  18b 


Delta  Air  Lines  23a 

Emerson  Electric  9a 

Delta  Woodside15d 

Engelhard  4 

Deluxe  18a 

Enron  24b 

Detroit  Edison  24a 

Enserch  24b 

Dexter  4 

Entergy  24a 

Dials 

Equifax  17a 

Diamond  Shamrock  lib 

Equitable  17b 

Dibrell  Brothers  6e 

Equitable  of  Iowa  17 

Digital  Equipment  18b 

Ethyl  4 

Dillard  8 

Exxon  lib 

Dime  Sovings  Bonk  17c 

F 

Disney  (Walt)  14b 
Dole  Food  10b 

Family  Dollar  Stores  1 

Dollar  General  8 

Fannie  Mae  17a 

Dominion  Resources  24a 

Fay's  12a 

Donnelley[R  R  ]21d 

Federal  Express  23c 

Doskocil  10b 

Federal  Home  Loan  1 

Dover  15c 

Federal  Paper  Beard 

Dow  Chemicol  4 

Federal-Mogul  2b 

Dow  Jones  20b 

Federated  Dept  Slor 

Dresser  Industries  lie 

Ferro  4 

Drug  Emporium  12a 

FHP  International  12< 

Du  Pont  4 

Fieldcrest  Cannon  15 

Duke  Power  24a 

Figgie  International  5 

Dun&Bradstreet20b 

Fingerhut  8 

Durocell  InternotionollSa 

First  Bonk  Sy:>tem  3b 

DWGISd 

First  Brands  15a 

E-Sy  stems  9b 

Eastern  Enterprises  24b 

Eosfmon  Kodak  14d 

Eaton  2b 

Echlin  2b 

Ecolab6d 

Edison  Brothers  8 

Edwards  (A  G  )  17a 

EG&G21a 

Egghead  18a 

Electronic  Data  18c 
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INVESTMENT  SCCREBC 
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LPHABETICAL  LIST  OF  COMPANIES 

lumber  following  each  company  name  identifies  the  Scoreboard  cotgory  under  which  it  is  listed 


rs  Industries  lOb 

Hillenbrand  15a 

1 
L 

Midlantic  3a 

raciTic  v^oiL  ^■■ii 

ivicnioou  noiaings  iwo 

Steriin  Chemicals  4 

Union  Pacific  23b 

Hillhaven  12c 

Miller  (Herman)  18a 

StIwQrt&S^trvln^n15c 

Union  Texas  lib 

ISc 

niiion  noieis 

L.A.  Gear  6a 

Millipore  9c 

PocifiCore  Heolth  12c 

Rite  Aid  12a 

storrcontarrTii 

Unisys  18b 

Home  Depot  8 

La  Z-Boy  Choir  6b 

Minnesota  Mining  15a 

Slop  &  Shop  lOc 

uniiea  neainiv^are 

L  1^ 

ookor  I40 

Home  Shopping  8 

Laforge  13a 

PaineWebberGroup  17a 

RJR  Nabisco  6e 

str'*^r.d^''^rci^tii'?8 

United  ototioners  .^ID 

HON  Industries  18a 

Lancaster  Colony  10b 

Mitchell  Energy  lib 

Pall  5 

aw  n  ge       o  ler 

United  Technologies  1 

Wheeler  21a 

Honeywell  9c 

Lands'  End  8 

MNC  Financial  3a 

Panhandle  Eastern  24b 

Rochester  Telephone  22b 

Stride  Rite  6a 

Unitnn  17b 

lation  Health  12c 

nooK-oupeKx  i^xa 

Leggett&  Piatt  6b 

Mobil  lib 

Paromount  Communs  14b 

Rockwell  Internotional  5 

Student  Loan  Mktg  17a 

Univar  21b 

eyer  12a 

Horace  Monn  17b 

Leslie  Fay  6a 

Molex  9d 

Parker  Hannifin  15o 

Rohm  &  Haas  4 

Sun  lib 

Universal  6e 

roup  24a 

Hormel(Geo  A.)10b 

Lifetime  12c 

Monsanto  4 

Penn  Central  5 

Rohr  1 

Sun  Microsystems  18b 

Universal  Foods  10b 

ort-McMoRon  4 

Household  International  5 

uiiy  (Cii)  u^tM 

Morgan  (J  P  )  3o 

Penn  Traffic  lOc 

Rose's  Stores  8 

SunbeonvOster  6b 

Universal  Health  12c 

f  the  Loom  6a 

Houston  Industries  24a 

Limited  8 

Morgan  Stanley  17a 

Penney  (J.C  )  8 

Ross  Stores  8 

Sundstrond  1 

Unocal  lib 

(H.B.)4 

Hubbell  9a 

Lincoln  Motional  17b 

Morrison  Knudsen  21a 

Pennsylvania  Power  24a 

RPM  13a 

SunTrust  Bonks  3c 

UNUM  irb 

1  Industries  5 

Hudson  Foods  10b 

Litton  Industries  9b 

Morrrson  Restaurants  14a 

Pennzoil  lib 

Rubbermaid  15a 

Super  Food  Services  lOa 

Upjohn  12b 

HuFfy  14<l 

Liz  Claiborne  6a 

Morton  International  4 

PenloirlSc 

Ruddick  10c 

Supervalu  lOa 

US  West  22b 

Humana  12c 

Lockheed  1 

Motorola  9b 

Peoples  Energy  24b 

Russell  6a 

Syntex  12b 

Loctite  4 

Murphy  Oil  lib 

USAir  Group  23a 

ett20b 

Hunt  (J,B.)23d 

Pep  Boys  8 

Ryder  System  23c 

Sysco  lOa 

USF&GlTb 

» 

Huntington  Bancshores  3b 

Loews  17a 

Musiciand  jtoresi"Ml 

PepsiCo  6c 

RykoffSexlon  10a 

T 

USUfe  17b 

23cl 

■rdEnt  20a 

Long  Island  Lighting  24a 

N 

Perini  13b 

Rylond  Group  13b 

Lungs  L/rug  oiores  ■.ah 

Perkin-Elmer  9c 

Tombrands6d 

UST6e 

Perry  Drug  Stores  12a 

5 

USXMarathonllb 

17b 

Nocco  industries  11a 

Tandem  Computers  18b 
Tandy  18b 
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Connecticut 
Department  of 
Economic  Development 
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The  Hotel  Okura  is  the  first  choice 
of  executive  travellers  from  all 
over  the  world.  Why?  We 
invite  you  to  come  see 
and  understand. 

Contact  your  travel  agent 

or  our  hotel  representatives: 

THE  LEADING  HOTELS  OF  THE  WORLD 

PREFERRED  HOTELS  h  RESORTS 
WORLDWIDE 

DISTINGUISHED  HOTELS 

TETLEY/MOYER  &  ASSOCIATES 

UTELL  INTERNATIONAL 

HOTEL  OKURA,  TOKYO,  JAPAN 
2-10-4  Toranomon,  Minato-ku, 
Tokyo  105,  Japan 
Tel:  03-3582-0111  Fax:  03-3582-3707 
Telex:  J22790 

HOTEL  OKURA  OFFICES 

WORLDWIDE 
New  York  Tel:  212-755-0733 
Los  Angeles  Tel:  213-380-0218 
Amsterdam  Tel:  020-6761160 
Hong  Kong  Tel:  895-1717 


one  of 
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IT'S  NOT 
WHO  TOU  KNOVI 

IT'S  WHO 
KNOWS  YOU. 

We  get  200,000  calls  a  year  at  1-800-USA-XPORT  from  business  people  looking 
for  the  latest  in-depth  information  on  76  countries  and  50  industries  worldwide. 
Starting  in  January  of  1993,  this  free  service  will  allow  businesses  to  find  buyers, 
suppliers  and  potential  partners  listed  on  the  Export/Import  Hotline  Directory. 
To  be  listed,  complete  the  form  below  and  send  it  to  us,  it's  that  easy.  If  you're 
not  listed  you'll  still  be  able  to  use  the  Directory  to  find  other  businesses,  but  will 
other  businesses  be  able  to  find  vou? 


The  ExpoKr/lMPOKr  Hotline 

Make  It  Work  for  You 


Use  of  the  Export /hnport  Hotline  for  market  information  and  the  Export/Import  Hotline  Directory  is  free.  But,  to  be  listed  in  the  1993  Export/Im 
Hotline  Directory,  companies  must  complete  this  form  and  send  a  processing  fee  of  $35.  To  pay  by  aedit  card,  fax  this  form  to  617-523-0768,  or  m; 
form  with  a  check  payable  to  international  Strategies,  Inc.,  260  Franklin  St.,  Boston,  MA  02110.  Companies  that  list  will  receive  a  free  Export/Impc 
User's  Manual. 

j 

Yes,  add  my  company  to  the  Export/Import  Hotline  Directory  and  send  me  my  free  Export/Import  User's  Manual.  I 

Enclosed  is  my  check  for  $33.      1  would  like  to  pa\'  by  credit  card:       .American  Express      .Mastercard       Visa  ' 


Card  Number  (The  charge  will  appear  on  vour  statement  as  Instant  Information) 
Name 


Expiration  Date 
Title 


Signature 


Compan\'  Name 


.Address 


Citv 


State 


Zip, 'Postal  Code 


Countrv 


Telephone 


Fax 


No.  of  Employees:  0-9_ 
Business:  Manufachirer 


10-49_   50-99_    100-999_  1000+_ 
Service         Agent   Distributor_ 


Sales:  Under  SI  M_  $1-5M_  S3-25M_ 
Importer         Exporter   Both  


$25-100  $100M+ 


To  be  listed  enter  up  to  six  (6)  distinct  four  (4)  digit  Hannonized  Codes  describing  products  you  buy  or  sell.  The  Code  system  allows  companies  tc 
receive  your  profile  on  their  fax  machines.  To  get  vour  Hannonized  Code(s)  contact  your  freight  shipper  or  your  regional  Customs  Office  listed  bf 


J  L 


To  enter  more  than  si\  codes,  please  submit  another  completed  form  with  an  additional  $2^ 

Please  describe  vour  company's  products/senices  in  20  words  or  less 


B\V12')2.\ 


Customs  Offices:  .Northeast:  617-365-6115;  New  York:  212-466-582 
Southeast:  305-876-6900;  South  Central:  504-589-6301; 
Southwest:  713-671-1009;  Pacific:  310-514-6001;  North  Central:  312- 


■'i  onsored  bv  .AT&T  •  BusinessWeek  •  Berlitz  International  •  Delta  Air  Lines  •  DHL  Airwavs  •  KPMG  Peat  Manvick  •  Cahners  Publishing  Company  •  Reed  Exhibition  C 
Tlie  Journal  of  Commerce  •  Wolf,  Greenfield  &  Sacks,  P.C.  Supported  bv  the  U.S.  Department  of  Commerce.  De\'eloped  and  managed  by  International  Strategies,  h 
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23.9 

latest 
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24  1 

Week  ago 


4.22% 
7.76% 
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214 

Reading 


S&P  500  26-week  moving  average  417  9  416  9  Positive 

Stocks  above  26  week  moving  overage            57  1%  61.0%  Negative 

Speculative  sentiment:  Put/call  ratio                0.40  0  35  Neutral 

Insider  sentiment:  Vickers  sell/buy  ratio             1.95                   195  Positive 


USTRY  GROUPS 


BRIDGE  INFORMATION  SYSTEMS  INC 


t-WIEEK  LEADERS 

%  change 
4-week 

S2-week 

Strongest  stock  in  group 

%  change 
4-week  52-week 

Price 

iNUFACTURED  HOUSING 

20  8 

38.6 

FLEETWOOD  ENTERPRISES 
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U.S.  .stock.s 
$11,642 

-1.01% 


nil 


l\-(.'asury  bond.s 
$11,227 

-0.13% 


loney  mai'keL  fund 
$10,292 

+  0.05% 


Foreign  stocks 
$9,897 

+  0.17% 


DATA  RESOURCES  INC 
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Dec  1  5  Mutual  fund  returns  ore  as  of  Dec.  1  1  Relative  portfolios  ore  valued  as  of  Dec  1  5  A  more 
detailed  explanation  of  this  page  is  available  on  request 


BILL  CLINTON'S 
BALANCING  ACT 


B 


ill  Clinton's  first  rounds  of  Cabinet  appointments  show 
that  the  President-elect  correctly  sees  the  distinction 
l)etween  the  short-term  problem  of  licking  the  reces- 
sion and  long-term  structural  problems  in  the  U.  S.  economy. 
His  selection  of  Senator  Lloyd  Bentsen  (Tex.),  Representative 
Leon  E.  Panetta  (Calif.),  former  Congressional  Budget  Office 
Director  Alice  M.  Rivlin,  and  investment  bankers  Robert  E. 
Rubin  and  Roger  C.  Altman  for  key  economic  posts  signals 
that  the  President-elect  is  serious  about  controlling  the  def- 
icit. Clinton  expects  this  group  of  fiscal  conservatives  to 
help  him  deal  with  the  immediate  problem  of  how  to  stimu- 
late growth  and  get  emplojrment  growing  again  while  reas- 
suring Wall  Street  that  he's  no  big-spending  liberal. 

The  next  group  of  selections  indicates  that  he  is  equally 
committed  to  confronting  America's  longer-teran  economic  di- 
lemma: how  to  make  U.  S.  companies  globally  competitive 
and  get  wages  and  living  standards  growing  again.  Health 
care  and  the  environment  will  be  the  responsibilities  of 
strong-minded  nominees:  Donna  E.  Shalala,  president  of  the 
University  of  Wisconsin,  and  Joan  Browner,  Florida's  environ- 
mental chief.  Both  Robert  B.  Reich,  Clinton's  nominee  for  La- 
bor Secretary,  and  Laura  D'Andrea  Tyson,  his  choice  to 
head  the  Council  of  Economic  Advisers,  are  proponents  of  in- 
vestment in  human  capital.  They  hold  that  the  U.  S.  should 
compete  by  raising  the  skill  and  education  levels  of  its  work 
force,  not  by  slashing  wages  and  shipping  jobs  offshore. 

The  choice  of  Reich,  a  political  scientist  at  Harvard's 
Kennedy  School  of  Government,  also  suggests  that  Clinton  is 
serious  about  a  key  ingredient  in  a  high-skills  strategy: 
forging  European-style  compacts  among  business,  labor,  and 
government— another  interest  of  Reich's.  Indeed,  idea-man 
Reich  is  likely  to  bring  big  changes  to  the  role  of  the  Labor 
Dept.,  which,  with  the  exception  of  William  E.  Brock,  has 
been  headed  by  lackluster  appointees  for  over  a  decade. 

Democratic  National  Committee  Chairman  Ron  Brown  is 
an  able  man,  but  questions  have  been  raised  about  his  law 
firm's  lobbying  activities  for  foreign  clients.  Brown  might 
make  a  splendid  Commerce  Secretary,  but  the  appointment 
could  be  seen  as  at  variance  with  the  rigid  standards  Clinton 
promised  during  the  campaign.  Overall,  however,  the  selec- 
tions rightly  mix  imaginative  new  ideas  for  the  future  with 
encouraging  experience  for  the  here  and  now. 


THE  MARKETS  ARE 
APPLAUDING— SO  fAR 


residential  elections  take  place  every  four  years,  but 
I'lO  financial  markets  vote  every  day.  And  because 
participants  vote  with  their  money,  their  message  is 
always  vvoi  lh  pondering.  As  business  week's  editors  and 
writers  detail  in  the  1993  Investment  Outlook,  investors  like 
what  th(  y';-e  hearing  from  Bill  Clinton  (page  66). 


They  like  the  focus  on  economic  gi'owth  and  his  attenti' 
ness  to  the  role  that  private  investment  plays  in  financi 
that  growth.  They  like  the  emphasis  on  getting  a  long-te 
plan  to  reduce  the  budget  deficit.  And  they  like  the  invest 
friendly  leadership' of  his  economic  team. 

Keeping  the  confidence  of  the  markets  is  critical.  If  t 
bond  market  senses  that  Clinton  is  backpedaling  on  deficit 
duction,  investors  will  bolt— and  interest  rates  will  jun 
That  would  raise  the  cost  of  capital  and  choke  off  the  e 
nomic  gi'owth  this  country  so  desperately  needs. 

There  are  other  areas  where  the  market  may  turn 
Clinton.  The  President-elect  is  already  committed  to  boost: 
taxes  on  very  high-income  individuals.  That  is  palatable 
the  markets  as  a  method  of  deficit  reduction  but  will  be 
pudiated  if  it  becomes  the  first  step  in  a  Democratic  plan 
a  major  redistribution  of  income. 

Reregulation  is  another  danger.  Some  Clinton  advis^ 
believe  the  Reagan  and  Bush  Administrations  went  too  fai 
deregulating  industry.  But  it  would  be  a  mistake  for  Clin 
to  embark  on  a  reregulation  campaign.  It  would  undei-m 
the  U.  S.'s  global  competitiveness,  and  it  would  be  met 
sharp  disapproval  in  the  stock  and  bond  markets. 

So  far,  the  President-elect  has  investors  on  his  side, 
must  keep  them  there  if  his  program  is  to  work. 


A  BIG  STEP  SIDEWAYS 
FOR  RUSSIAN  REFORM 


E 


conomic  reform  in  Russia  has  suffered  a  knockdo) 
not  a  knockout.  On  Dec.  14,  President  Boris  N.  Yelfc 
under  pressm-e  fi'om  conservative  legislators,  ousted 
form-minded  Acting  Prime  Minister  Yegor  T.  Gaidar.  Yelt 
replaced  him  with  a  former  Communist  apparatchik  fr 
the  natural-gas  industry,  Viktor  Chernomyrdin. 

So  ends  Gaidar's  program  of  shock  therapy  that  onl; 
year  ago  sounded  like  a  great  way  to  shake  Russia  f 
from  the  old  order.  Unpopular  price  hikes  helped  refill  sto 
somewhat— but  touched  off  an  unexpected  spiral  of  d 
that  factories  owed  one  another.  Industries  couldn't  mi 
payrolls,  and  factories  started  shutting  down.  By  summer, 
dustrial  managers  got  their  man  to  head  the  central  ban 
which  printed  billions  of  useless  rubles  to  prop  up  ailing 
dustries.  That,  in  turn,  put  Russia  on  the  brink 
hyperinflation.  With  no  monetary  control  whatsoever. 
International  Monetary  Fimd  withheld  billions  in  Western 
that  it  is  authorized  to  dole  out. 

Chernomyrdin's  challenge  will  be  to  increase  indust 
production  without  resorting  to  bogus  bailouts.  He'll  i 
flunk  if  he  abandons  privatization.  Even  though  he  proje 
the  image  of  a  leftover  communist  mossback,  Chernomyr 
says  he's  committed  to  reform  and  has  competence  in  pet 
leum  production.  Perhaps  his  best  hope  would  be  to  attr 
foreign  investment  in  Russia's  badly  sagging  oil  patch.  1 
resulting  hard  currency  from  exports  could  greatly  h< 
So,  a  slowdown  in  the  pace  of  reform  is  inevitable,  and  n 
be  for  the  best.  Tossing  millions  of  people  out  of  work 
called  for  in  step  two  of  Gaidar's  reform  could  have  pro^ 
disastrous  in  a  land  as  big  and  complicated  as  Russia. 
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Informix 
Database  Technology 
Helps  Hyatt  Deliver  The 
"Hyatt  Touch!' 


When  Hyatt  Hotels  and  Resorts  wanted  to  ensure  their  famous  personal 
service,  they  turned  to  us,  Informix,  the  experts  in  UNIX'  relational  database 
management  systems. 
Woridwide  Reservation  System. 

Hvatt  required  a  system  that  would  support  a  large  number  of  concurrent 
users  and  provide  round-the-clock  room  information  for  all  of  their  160  hotels 
worldwide, They  had  to  look  beyond  the  existing  mainframe  for  a  more  flexible, 
productive  open  system  for  future  needs. 

Hvatt  chose  Informix's  UNIX  database  solution. 
Replacing  the  iVIainframe. 

All  of  I  lyatt's  needs  were  easily  met,  including  determining  room  availability, 
keeping  internal  reservations  and  independent  travel  agents  connected,  and 
automatically  transferring  room  point-of-sale,  restaurant  activity,  client 
accounts  and  automatic  checkout  into  a  central  accounting  system. 

Hyatt  and  thousands  of  other  companies  have  called  on  us  for  12  years 
to  successfully  handle  their  critical  data. 

If  you're  considering  UNIX  for  data  management,  talk  to  Informix. 
Because  we  re  the  experts. 
Call  1-800-688-IFMX. 


rj  INFORMIX' 

THE  UNIX  DATABASE  EXPERTS. 


£  |vqJIn|,,rm.vS,,trwjic,lni  inlormix  is  j  r<:Rislcrcd  (fjdi-mjrk  of  Inlnrmix  Suhwjrt.lnc 

All  inhcr  njmes  mditared  by  '  i  it  "  jit  ttsiMcicil  Trjdcmjrks  or  trddcmjrki  Lif  iheir  resf>ettive  manufiaurcn 


and  CouHesjf  Transportation.  See  your  dealer  for  details^- 


lio!fmi}P  of  Lexus  LS400,  BMW  5  and  7  Series.  Level  o1  equipment  varies. 
,  flurtfe  Ug,America!©m2iM  Corp.  AU  rigMs  reserved. 


IF  IT  HAS  ADOBE 
SCALABLE  FONIS, 


QUIETTECHNOatel^ 


ITCAN  ONLYBE 


The  KX-P2124,  a  24^ pin  with  A  TM*  and  color  option. 


UNUM. 

That's  who. 


UNUM.  You  benefit  from  long  term  care 
plans  that  meet  your  personal  needs  or  the 
needs  of  current  and  retired  employees. 
Plans  designed  by  the  nation's  leading 
disability  insurer 

UNUM.  You  preserve  an  independent 
lifestyle  because  your  benefits  can  pay  for 
a  wide  range  of  long  term  care  services, 
including  both  nursing  home  and 
home  care. 


UM,  Meeting  your  benefit  needs  with 
disability  plans,  specialty  employee  benefits, 
retirement  and  long  term  care  plans. 


ibu  can  count  on  what  we  know. 

UNLM  Ltfe  Insurance  Company  of  America,  Portland,  Maine  04122  (All  states  except  New  York) 
First  UNUM  Life  Insurance  Company,  Tkrrytown,  New  York  10591  (New  York  state  only) 
©  1992  UNUM  Corporation 

1-800-634-8026 


